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I INTRODUCTION

Public Law (PL) 95-19, which was enacted April 12, 1977, continues
until January 31, 1978 the Federally financed system of emergency unem-
ployment compensation to eligible individuals in States with unemployment
levels exceeding prescribed levels, PL 95-19 was the third in a series
of amendments to PL 93-572, known as the "Emergency Compensation Act of
1974," the law that created the Federal Supplémental Benefits (FSB) pro-

gram,

The significance of PL 95-19 is that it introduced Federal eligi-
bility and disqualification provisions that States must incorporate into
their programs if individuals are to receive FSB payments. Prior to the
enactment of the law, eligibility and disqualification provisions for
those who received FSB payments were defined by each State legislature,
Under the provisions of PL 95-19, the individual who filed for FSB pay-
ments must meet certain job search and job acceptance requirements, or
benefits would be denied to that individual for at least the duration
of the unemployment spell, These provisions superseded any State job
search and job acceptance requirements that applied to FSB recipients.
PL 95-19 also reduced the maximum amount of FSB entitlement from 26 weeks

to 13 weeks.

The consequences of this law are expected to be reflected in changes
in the behavior of the individual and in changes in the aggregate statis-
tics of the FSB program, For the individual, PL 95-19 will increase the
likelihood that he wiil exhaust FSB entitlement. The job search and job
acceptance requirements will increase the probability that the individual
will return to work before FSB payments are exhausted, or that he will
be denied benefits because of failure to comply with these requirements,
For some individuals the reduction in entictlement will mean that alterna-
tive sources of income will have to be found, It is to address the issues
of how PL 95-19 affects FSB recipients that this report and a follow-up

report are being written,



The impact of PL 95-19 on the individual will be reflected in the
overall FSB statistics, For example, as individuals exhaust FSB entitle=~
ment, the sum, or aggregate, of all FSB recipients is expected to decline
(if all other aspects of the economic environment remain approximately
the same). Accordingly, in this first report, published and unpublished
aggregate data about FSB recipients is used to evaluate the impact of
the law, 1In the second report, data about FSB recipients that have been
collected from the Unemployment Insurance Service and Employment Service
(ES) files of four States will be used to present a more detailed evalua-

tion of the impact of the law on the individual,
The objectives of this report are to:

e Provide a background to the enactment of PL 95-19,

e Summarize the major aspects of PL 95-19 and to relate it to the
Emergency Compensation Act of 1974, which established the FSB
program,

e Describe the national experience under the FSB program,

e Describe the characteristics of FSB recipients.

e Evaluate the impact of PL 95-19 on various aspects of the FSB
program, in particular, the number of claimants, the benefits
paid, and the number of denials.

This report is divided into six sections. 1In Section II, the prin-
ciple findings of this report are summarized. In Section III, the legis-
lative history of PL 95-19 ‘and its relationship to the Emergency Compen-
sation Act of 1974 is discussed. In Section IV, a summary of the history
and costs of the FSB program from its inception through August 1977 is
presented. 1In Section V, the characteristics of FSB recipients in a se-
lected number of states are described. Finally, in Section VI, the em-

pirical evidence of the impact of PL 95-19 is identified.



ITI SUMMARY

National Experience on FSB

The FSB program was enacted on December 31, 1974 and is scheduled
to continue until January 31, 1978. This report evaluates various as-
pects of the program from its inception through August 31, 1977. During
that time, approximately $5.8 billion was paid to more than 5.7 million
beneficiaries. Over 3.3 million FSB claims were exhausted and almost

one-half million claims were denied.

Payments per month for FSB increased dramatically during 1975, reach-
ing a peak level of $355 million during December 1975. Benefit payments
fell during 1976 to a low of $147 million during September, rose slightly
in the early months of 1977, and reached a level of $74 million during
July 1977, their lowest monthly total since the early months of the pro-

gram.

The number of people who received a first payment during a given
month closely followed the pattern for the monthly FSB expenditures. Ex-
cept for a few months, the vast majority (over 80%) of all people who
filed an initial claim received a first payment. For most of the life of
the program more than 257 of all FSB recipients were entitled to the max-
imum weekly benefit amount and between 30% and 60% of all who received a

first payment exhausted their entitlement.

Throughout the life of the program the number of total denials was
very small. Denials were made in instances when individuals were not
able to or available for work, refused suitable work, or for other rea-
sons. Total denials reached their peak following the enactment of PL 95-19
but declined along with the decrease in total beneficiaries toward the

later part of 1977.



FSB Claimant Characteristics

The recipients of FSB are more likely to be older, female, and non-
white than the total employed civilian labor force and those who receive
regular State UI benefits. However, when compared to the unemployed ci-
vilian labor force, the FSB recipients tend to be older but have similar
percentage distributions for sex and race. The distribution of charac-
teristics varies between those who receive at least one payment and those
who are exhaustees. Nonwhites and those who are older represent a higher
percentage of the exhaustees than they do of those who receive at least
one payment. This finding indicates that these groups are more likely

to receive FSB payments until entitlement is exhausted.

There were few differences in the percentage distributions of those
who received at least one payment and those who were exhaustees among occu-
pation and industry groups. The results suggest that in all occupations

and industrial groups there is equal likelihood of becoming an exhaustee.

Impact of PL 95-19

The impact of PL 95-19 is defined as changes in the FSB program
characteristics (that is, changes in such aggregate data as number of
denials) as a result of the enactment of the law. To evaluate the impact,
aggregate data from 13 States that were triggered on the FSB program for
the entire observation period were used. To measure the impact of the
law on program characteristics two types of analyses were used: (1) An
index of the progam characteristics in a typical month before the enact-
ment of PL 95-19 relative to that same characteristic in a typical month
after the law, and (2) a statistical procedure that looks at the impact
of the law relative to the program characteristics for each month of the

FSB program. This summary discusses the results of both of these analyses.

Decline in Beneficiaries and Benefits Paid

In each of the 13 States the number of beneficiaries fell relative
to a similar period in 1976. The decrease was consistent with expecta-
tions and for most States the number of beneficiaries was approximately

.60 of their number under conditions prevailing before PL 95-19.
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Concurrent with the decline in the number of beneficiaries there
was a proportionate decline in the amount of FSB payments made. The
payments level in a typical month after PL 95-19 was also approximately

.60 of the level in a pre-PL 95-19 month.

No Change in Initial Claims or First Payments

The analysis revealed that there were few statistically significant
changes in the number of individuals who filed an initial claim or who
received a first payment as a result of PL 95-19. From this result it
can be concluded that in general across all 13 States PL 95-19 did not
affect the number of individuals who entered the FSB program nor the
number of individuals who received a first payment given the number who

filed claims.

Increase in the Number of Exhaustees

The number of individuals who received a final payment (the ex-
haustees) relative to the number of beneficiaries increased substantially
in a typical month after the enactment of the law. In most States the
relative number of exhaustees increased by a factor of 1.5 or more. The
increase in exhaustees was expected since the maximum entitlement was
reduced. However, in some States, the relative number of exhaustees

actually decreased relative to a similar period in 1976.

Denials Increased

All measures of denials and determinations showed increases as a
result of PL 95-19. 1In perhaps the most significant findings of the re-
port, it is shown that almost all States exhibited a ma jor increase in
(1) the total number of determinations and redeterminations, (2) the
total number of denials, (3) the number of denials for not able to or
available for work, and (4) denials for refusal of suitable work. The
denials were measured by percent increases; these increases ranged from
78% to 287% for total denials, 76% to 228% for denials for those not able

to or available for work, and 98% to 1,366% for those denied for refusal



of suitable work. In only one State was there a reduction in the number
of denials. This analysis showed conclusively that denials were dramat-
ically increased as a result of PL 95-19. Although the percentage in-

creases were large, the actual number of denials was very small relative

to the number of weeks of benefits claimed.

Impact Varied Across States

A major finding of the analysis was that the impact of the law varied
across the 13 States. All States showed decreases in the number of bene-
ficiaries and in amount of payments made although the magnitude of the
impact varied. However, in the number of exhaustees and the number of
denials, there was much greater variation across the States because of
differences in the way States administer the various aspects of the UI

program.



IIT PUBLIC LAW 95-19

Background

During the last quarter of 1974, changes in the major economic indi-
cators reflected the slackening of the nation's economy. For the year
as a whole, real national output dropped from $1,233 billion in 1973 to
$1,210 billion in 1974 (see Table 1). The decline in real national output
was the sharpest since 1949. Prices continued to rise as the Consumer
Price Index reached an average of 147,7 in 1974, an annual increase of
11% over 1973. 1In the fourth quarter of 1974, durable goods expenditures
declined $14.6 billion (including an $11.5 billion decrease in new car
purchases) and business inventory investment increased by 65% over the
preceding quarter, There was also a $4.5 billion decline in personal

consumption expenditures,

The effects of these adverse economic developments were reflected
in the levels of employment and unemployment. As inventories rose, many
industries began to lay off workers toward the end of the year, 1In
December, the seasonally adjusted national unemployment rate stood at
7.2% (it eventually reached 8,9% in May 1975--its highest level since
1940). The rise in joblessness affected nearly all major labor force
groups but hit hardest at blue-collar workers, adult women, teenagers,
Black workers as a group, and veterans aged 20 to 24 years. By December
1974, there was a drop of about 440,000 in total employment relative to
December 1973,%

In response to these conditions, Cor~ress passed and President Ford
signed the '"Emergency Jobs and Unemployment Assistance Act of 1974" and
the "Emergency Unemployment Compensation Act of 1974." The first Act

*
This part of the background is taken from Manpower Report of the Presi-
dent, April 1975, pp. 15-17, U.S. Government Printing Office,




Table 1

SELECTED NATIONAL ECONOMIC ACTIVITY DURING THE YEARS 1972-1976

1972 1973 1974 1975 1976
Gross national product
(billions)
Current dollars $1,171 | $1,306 | $1,407 | $1,516 $1,692P
Constant 1972 dollars 1,171 | 1,233 | 1,210 1,191 | 1,265P
Civilian labor force
(thousands) 86,542 | 88,713 | 91,012 | 92,613 | 94,773
Employed 81,702 | 84,409 | 85,936 | 84,783 | 87,485
Unemployed 4,840 | 4,304 5,076 7,830 | 7,288
Unemployment rate
(percentage) 5, 6% 4, 9% 5.6% 8.5% 7.7%
Insured unemployed
(thousands) 1,848 |1,632 |2,248 | 3,992 | 2,968
Insured unemployment rate
(percentage) 3.5% 2.7% 3.5% 6.0% 4,5%
Insured unemployed as '
percent of total unemployed| 38% 38% 449, 51% 41%
Note: p = preliminary
Source: Manpower Report of the President, 1977, U.S. Government

Printing Office




increased funding for public service jobs and created the Special Unem-
ployment Assistance (SUA) program, The second Act, PL 93-572, created
the Federal Supplemental Benefits (FSB) program.

Emergency Unemployment Compensation Act of 1974

Under the provisions of the Emergency Unemployment Compensation Act
of 1974 (PL 93-572), payments of emergency compensation may be made to

individuals if the following conditions are met:

e By the State

- The State must enter into an agreement with the Secretary of
Labor to provide FSB payments,

- The State must be providing extended benefit (EB) payments
under the Federal-State Extended Unemployment Act of 1970
(PL 91-373).

- The State must be in an "emergency on" period, a period trig-
gered on if the insured unemployment rate (IUR) for the State
equals or exceeds 4%, and if the IUR for a 13-week period
equals or exceeds 120% of the two preceding years, Under cer-
tain conditions the 120% rule may be waived,

- The State may provide FSB payments if there is a national EB
trigger on., Such a trigger is indicated by a national IUR of
4,5% or, at State option, payments may be made if the national
IUR is 4,0%,

- Once in effect, the emergency benefit payment period must last
for 26 continuous weeks,

e By the Individual

- The individual has exhausted all entitlement to regular
unemployment insurance (UI) compensation.

- The individual has exhausted all entitlement to EB compensa-
tion, '

- The individual is otherwise eligible under State law.

Entitlement and Funding of Payments

The emergency compensation entitlement was to be the lesser of 50%
of the total amount of regular compensation (including dependents' allow-

ances), or 13 times the average weekly benefit amount (WBA).

The maximum duration in weeks of benefits for the regular State UI

program varies from 20 to 34 weeks, but 26 weeks is the most frequent
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maximum duration. The total entitlement from reguiar UI and EB was not
to exceed 39 weeks and the total entitlement from regular UI, EB, and FSB
was not to exceed 52 weeks. The emergency compensation payments were to
begin for weeks of unemployment after December 31, 1974 with initial
claims being taken until December 31, 1976. There would then be a three-
month phaseout of the program with no FSB payments being made after
March 31, 1977.

The FSB compensation paid to individuals was to be funded from the
extended unemployment compensation account (as established by Section 905
of the Social Security Act) of the Unemployment Trust Fund. The Federal
taxing provisions for the FSB program are in the Federal Unemployment Tax
Act, Chapter 23 of the Internal Revenue Code, PL 93-572 provided that
the extended unemployment compensation account was to be provided funds,

as repayable advances, for whatever FSB payments were made.

Amendments to PL 93-572

In response to changes in the economy, several amendments to the
original legislation were enacted during the three years of the FSB pro-
gram. One amendment was enacted during times that the economy worsened,
with unemployment rates increasing above the levels in late 1974. Other

amendments were enacted in reaction to declines in the unemployment rate.

PL 94-12, enacted March 29, 1975, increased the amount of entitle-
ment to 26 times the WBA (or 26 weeks), up to a maximum of 65 weeks of
benefits for the combined UI, EB, and FSB entitlement, This part of the
legislation was effective with the enactment of the law, Because the
national EB trigger was on, this legislation enabled all States (includ-
ing Washington, D,C, and Puerto Rico) to pay up to 26 weeks of FSB bene-

fits,

PL 94-45, enacted June 30, 1975, made the maximum entitlement a
function of the IUR in each State., The effective date of this legisla-
tion was January 1, 1976 and as of that date the national EB trigger did
not automatically trigger all States on the FSB program., Thirteen weeks

of FSB entitlement would be available to individuals in those States in

10



which the IUR for the most recent 13-week period was equal to or greater
than 5%, but less than 6%. The maximum combined entitlement for regular
UI, EB, and FSB in such States was 52 weeks, When the IUR equalled or
exceeded 67 in a State, that State could make FSB payments to an individual
up to 26 weeks for a maximum combined entitlement for regular UI, EB, and

FSB of 65 weeks,

Provisions of PL 95-19

PL 95-19 brought about several significant changes in the FSB program.
These changes and the expected impacts on FSB claimants are summarized
below, These expected impacts depend on the assumption that the FSB
program will continue in all other respects except for the changes in-
duced by the law, For example, it may be expected that the number of
beneficiaries will decrease because of the reduction in maximum entitle-
ment, but an actual increase in beneficiaries may occur because of a
sudden change in economic conditions. The suggested impact described
here does not take such unexpected events into account. Later in the

report the impacts will be examined more closely.

Thirteen-Week Maximum

Under the law, the maximum entitlement is set at the lesser of 50%
of the regular compensation or 13 times the WBA., The combined maximum
duration of benefits is set at 52 weeks, In addition, the emergency
benefit payment period is reduced from no less than 26 continuous weeks

to no less than 13 continuous weeks,

This part of the law applied to all emergency compensation for weeks
ending after April 30, 1977. All individuals who had received 13 times
or more of their WBA would not be entitled to further emergency compensa-
tion payments, The reduction in entitlement brought about by this law
is expected to: (1) reduce the number of beneficiaries; (2) reduce the
costs of FSB over an interval of time; (3) increase the number of ex-
haustees; and (4) reduce the number of weeks that an individual receives

FSB payments,

11



Financing of FSB from General Funds

Payments made to States as part of the supplemental benefits pro-
vided by this law are to come from general funds, These payments are not
to be treated as repayable advances as was provided by the Emergency
Compensation Act of 1974, This part of the amendment is not expected to

have any impact on the claimant,

Eligibility Requirements

The law introduced Federal eligibility requirements for receipt of
emergency compensation payments, Previously, all eligibility conditions
were specified in State law, The law declared that emergency compensa-
tion shall not be paid for any week during which the individual:

(i.) "fails to accept any offer of suitable work or to apply for any
suitable work to which he was referred by the State agency (Employment

Service)," or (ii.) "fails to actively engage in seeking work.,"

'The impact on the FSB claimant of these eligibility provisions is
likely to vary across the States depending on what the existing State
eligibility requirements are, For example, in those States in which the
existing eligibility provisions are very similar to the provisions of
PL 95-19, it is likely that the impact of PL 95-19 will be small, All
States require that the individual accept suitable work if any UI pay-
ments (including FSB) are to continue., However, the definition of what
constitutes suitable work varies across the States and within a given
State it is likely to vary with the economic condition of the local area
and with the length of time that an individual has been unemployed,

PL 95-19 made the definition of suitable work uniform for all FSB

claimants (see below).

Thirty-four States require active search as a condition for the
receipt of regular State UI payments, The remaining 18 States have no
such requirements, The active search requirements of the various States
were imposed on EB and FSB recipients, but PL 95-19 supersedes the State

provision for FSB recipients, As part of the requirement for active

12



search for FSB claimants, the individual must provide tangible evidence

of having spent time searching,®

Disqualification Provisions

The law requires that the claimant who is declared ineligible under
the "suitable work" or "actively seeking work' provisions will remain
ineligible until that claimant has become employed for at least four weeks,
and the individual's earnings in that period equal or exceed at least
four times the individual's previous WBA., Only 19 States impose the
duration of unemployment postponement on their regular UI claimants;

16 States postpone benefits for a fixed number of weeks; and 20 States
postpone benefits for variable lengths of t:]‘.me.'f As a consequence of

PL 95-19, all States impose uniform penalties on FSB beneficiaries who
perform these disqualifying acts. Because the law imposes requirements
that are more stringent than the requirements of most (if not all) States,
it is likely that there will be an increased number of individuals who
are denied benefits for refusing suitable work or for not actively seek-

ing work,

Definition of Suitable Work

The law defines a suitable work offer, for purposes of receiving
FSB payments, as that offer which (i.) is presented in writing and listed
with the Employment Service of that State; and (ii.) pays at least as much
as the average weekly benefit amount; or (iii.) pays at least the minimum

Federal wage, or any applicable State or local minimum wage,

An exception to these requirements is made if the individual fur-
nishes evidence that his prospects for immediately returning to work in

his customary occupation are good, These provisions are expected to

*
""Comparison of State Unemployment Insurance Laws," U.S. Department of

Labor, Unemployment Insurance Service, revision of January 6, 1975,
Table 400,

Some States impose more than one type of disqualification penalty,

13



lead to an increase in the number of individuals who accept jcb offers

before their FSB entitlement is exhausted.

A summary of the major aspects of the Unemployment Compensation Act
of 1974 and its subsequent amendments are shown in Table 2 and illustrated

in Figure 1,
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IV THE FSB PROGRAM

Introduction

An evaluation of the impact of PL 95-19, which covers the period
from April through August 1977,* is best understood in the light of the
entire FSB experience. The FSB period that is evaluated in this report
is the period between January 1975 and August 1977, a total of 32 months.
If the FSB program expires on January 31, 1978, as current legislation
provides, it will have lasted a total of 37 months, 9 of them under the

provisions of PL 95-19.

Thirteen states were triggered on the FSB program under the pro-
visions of PL 93-572 during the first week of 1975. A rising national
EB trigger rate led to all states being triggered on EB and therefore on
FSB for the week beginning February 23, 1975. The national EB trigger
was to stay on until the week of May 29, 1976, but under the provisions
of PL 94-45, the States triggered on FSB individually as of January 1,
1976. All States made FSB payments to claimants between the period Feb-
ruary 23, 1975 to December 31, 1975. Between the week January 1, 1976
and March 31, 1977 a variety of states paid entitlement of either 26
weeks or 13 weeks depending on their IUR trigger rates. When PL 95-19
went into effect, 31 States were making FSB payments; by August 1977,

only 13 of these States were continuing to make payments.

In the following sections, the Federal and selected State exper-
iences with the FSB program will be examined, starting with the inception
of the program in January 1975. The aggregate data used in this report

come from:

*The entitlement provisions are effective for weeks of unemployment after
April 30, 1977, while the disqualification provisions are effective after
the enactment of the law. The month of April is a transition month but
it will be treated here as part of the prelaw period. There were no data
available after August 1977 so this report only covers 4 months of the
PL 95-19 period.
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e Published data in the series, Unemployment Insurance Statistics

e Published data in the series, Employment and Earnings

e Unpublished data supplied by the Unemployment Insurance Service.

When the data are inconsistent or missing, attempts were made to correct
or disregard the missing data items. When these adjustments could not
be accomplished the nature of the problem is indicated in the text or a
footnote. 1In each instance unless noted otherwise, the data will report
on the FSB statistics under the UI program. Unemployment Compensation
for Federal Employees (UCFE) or former military personnel (UCX) will not

be taken into account.

Costs

During 1975, the first year of the FSB program, approximately $2.1
billion were paid to more than 2.6 million beneficiaries. These figures
increased in 1976 to $2.8 billion paid to 2.2 million beneficiaries.
During the first eight months of 1977, about $900 million have been paid
to one million beneficiaries.* Thus, in two years and eight months of
operation, FSB payments to individuals have exceeded $5.8 billion and
have been received by more than 5.7 million recipients. During the pe-
riod January 1975 through August 1977, over 3.3 million FSB claims have

been exhausted and almost one-half million claims have been denied.*

While these FSB payments were being made, $11.7 billion in regular
State UL payments were made along with $2.5 billion in extended benefits.
Total payments in 1975 for all three programs were $16.4 billion. In
1976, payments for all three programs totaled $14.0 billion, while for
the first eight months of 1977, $7.2 billion have been paid for the com-
bined programs. Selected statistics for the three programs are presented
in Table 3.

%
A precise count of the individuals who received FSB payments in 1976 and
1977 is not available. What is reported here are the first payments in
those years.

TParts of 1976 and 1977 data are preliminary.
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Description of FSB Program on National Level

To portray the national effects of the FSB program, graphs have been
drawn that depict the total amount of FSB payments, the total number of
claimants, and the total number of denials for each month of the FSB pro-
gram since January 1975. These graphs are broadly described as payment
series, claimant series, and denial series. The payment series shows the
relationship of payments to time and to the regular UI and EB programs.
The claimant series describes the number of initial claimants, the num-
ber of first and final payments, and the number of claimants who are en-
titled to the maximum WBA. The denial series plots two aspects of the
number of individuals who are denied benefits in each month of the FSB

program.

Payment Series

FSB Payments

The amount of FSB benefits paid monthly rose very steeply
through the first seven months 6f 1975 to a level of $203 million dur-
ing the month of July, slowing somewhat during August, but then contin-
uing to a peak of $355 million during December 1975 (see Figure 2). The EB
national on trigger combined with the payment of up to 26 weeks of bene-
fits for each eligible claimant greatly contributed to this steep rise

in the monthly payments.

Payments for FSB fell sharply during 1976, reaching a monthly
low of $147 million during September 1976. There was a major increase
in benefits during March 1977 when benefits of $199 million were paid.
Following this last increase, benefit payments fell sharply in July 1977
to $74 million--their lowest monthly total since the earliest months of
the FSB program. Part of the reduction in the monthly FSB payment series
resulted from the fall in the insured unemployment rate, causing some
States to cease making FSB payments; however; part may be attributed to

changes brought about by PL 95-19.
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Differences in the Regular UI and FSB Payments Series

This section describes the monthly totals of UI payments for
regular UI, EB, and FSB which show how the costs of the three programs
vary over time and how the seasonal patterns for regular UI, EB, and FSB
vary. The seasonal patterns of the regular UI and EB payments series
are also included, only to show their contrast with the FSB payments

series shown in Figure 2.

The monthly, regular UI benefits paid reached a maximum monthly
level of $1,148 million during April 1975 as is evident in Figure 3.*
After this April peak, regular UI declined almost continuously until No-
vember 1975 when an upturn in the regular UI payments started. This
reached a peak during January 1976, when $1,018 million in benefits were
paid. The divergence in the two benefit series reflects the lag in the
receipt of FSB relative to the receipt of regular UI, decreases in the

rate of unemployment, and seasonality in employment and unemployment.

The contrasts in the peak payment periods may be best understood
in the light of how an individual recipient reacts to a long period of
unemployment. As the recipient exhausts his regular UI entitlement, he
is likely to be eligible for up to 13 weeks of EB payments if his State
is triggered on EB. If he exhausts his entitlement to EB, the individ-
ual may be eligible for as many as 13 weeks of FSB payments. The start
of FSB payments for this individual lags behind the start of regular UI
payments by about nine months. If there is a dramatic rise in the number
of individuals who start receiving regular UI, then the maximum and mini-
mum total payments to individuals of the regular UI series should occur
about nine months before the maximum and minimum payments to individuals

of the FSB program.

The regular UI total payment series exhibits a large amount of

seasonality, with the peak payment periods usually occurring during the

* .
The regular UI payments represent the bottom curve in Figure 3. To de-

rive the EB or the FSB curve, plot the difference between the EB and
the UI curves or the FSB and the EB curves.
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first three months of the year and the low payment periods usually occur-
ring in the late fall. The FSB monthly payment series for 1976 and 1977
do not exhibit such regularity but more closely follow the changes in the
IUR. As the IUR in the State goes up sufficiently high, the FSB trigger
goes on and payments increase. As the economy improves, as it has dur-
ing the last half of 1977, the FSB payments decrease. Because of the
trigger rates, the anticyclical impact of the FSB program has been di-
rected toward those States that experience the largest increases in un-

employment.

Claimants Series

Number of Claimants

Figure 4 shows the number of claimants and the number of indi-
viduals who received a first FSB payment over the period January 1975 to
August 1977.* As expected, the two series are very close, indicating
that most FSB claimants became beneficiaries. In this illustration, the
shape of the curve of the number of initial claimants who receive at
least one payment is a close approximation to the shape of the benefits
payment curve. From a low of 125,194 individuals who received their
first payments in March 1975, the number increases to a program.high of
312,864 individuals who received their first payments during October 1975.
The number of first payments declines sharply to the level of 103,174
individuals during September 1976. By July 1977, the number of indi-

viduals receiving their first payment has been reduced to 90, 322.

Because of the manner in which the data were tabulated in some

States,* it is possible that the published number of individuals receiving

*
Note that at the beginning of the FSB program there was some lag between
filing an initial claim and receiving a first payment. Part of the lag
was due to the delay in establishing the FSB machinery by various States.

tstates were first required to report on the second 13-week entitlement as
if it were a separate program. Once the procedures had been established
for this method of report many States continued to treat the second 13
weeks as a separate program.
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o first (and last) payment may be seriously inflated. 1In some States, a
person was counted as having received a first payment (first pays) when
he received the first of the 13-week supplemental benefit. If the State
was triggered on at the 6% level, the individual was counted again as a
first pays if he received a first check at the beginning of the second
13-week entitlement. The same counting procedure prevailed for those
who received a final payment (the exhaustees). For these reasons, the

data on the first and final payments must be interpreted cautiously.

Entitlement to the Maximum Weekly Benefit Amount

The WBA under FSB is the same for an eligible claimant as his
*
WBA under the regular UI program. The WBA is a function of earnings
during a base period or during a high wage quarter. As such, the WBA

is an indicator of the level of past earnings of FSB recipients.

Figure 5 shows the percentage of the FSB claimants entitled to
the maximum WBA as a percentage of new initial claims. The WBA, calcu-
lated as a percentage of previous earnings, remains constant for any
benefit year, regardless of the program under which the individual is
paid. During the first year of the FSB program, the highest monthly
percentage of those entitled to the maximum benefit amount was slightly
more than 25%. This contrasts with the 397 of initial claimants who were
entitled to the maximum WBA during 1975 under the regular UL program.

By April 1976, however, the percentage entitled to the maximum WBA had
increased to 347 and at its peak, during May 1977, 44% of all FSB claim-
ants were entitled to the maximum WBA. The high percent of FSB claimants
who were entitled to the maximum is somewhat surprising since this per-

centage approximates the percentage entitled to the maximum under regular

*
The WBA under regular UI may change if the State maximum changes. The
States would then calculate the FSB/WBA entitlement using an averaging
procedure.

tsee "Unemployment Insurance Statistics,' Table 7, November - December,
1975. U.S. Department of Labor, U.S. Government Printing Office.
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UI. It is expected that those who receive FSB, on the average, have
been unemployed for a considerably longer period than have the regular
UI claimants. If that is true, then it is reasonable to assume that
those who receive FSB are the long-term unemployed, and as such may have
had lower pre-unemployment wages. Hence, the percent of claimants who
receive the maximum WBA should be higher for the regular UI claimants
than for the FSB claimants. But, this is not the case. The findings

of similar percentages of individuals at the maximum WBA is consistent
with a labor market condition that almost randomly determines who will
be among the long-term unemployed. This finding is also consistent with

FSB claimants having a firm prior attachment to the labor force and at a

previously high wage.

Exhaustees

Figure 6 shows the ratio of FSB exhaustees to the number of FSB
claimants with a first payment six months prior.* This percentage ap-
proximates the number of a cohort of FSB recipients who will exhaust
their benefits. However, the States were paying benefits for a 13-week
maximum during part of the time considered on the graph. Also, in some
States the same individual could become an exhaustee by receiving pay-
ments representing the thirteenth and the twenty-sixth weeks of his en-
titlement, which results in double counting. Nevertheless, the graph

shows that over the life of the FSB program at least 30% of all indi-

viduals who received one FSB payment would receive the full entitlement.

If the first few months of 1975 and the period from March through
August of 1977 when the statutory maximum entitlement was 13 times the
weekly benefit amount is ignored, then an average of 30 to 60% of all
first pays were exhausting their entitlement. This suggests that during

much of the life of the FSB program few of the FSB beneficiaries were

*The first payments are lagged by six months because that is the maximum
duration of FSB payments. Ideally, individual observations wculd deter-
mine what percentage of first payments becomes exhaustees. In the ab-
sence of such data, this approximation is used.
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taking jobs or dropping out of the labor force and stopping their FSB

payments. This observation is consistent with the notion that many of
*

the FSB recipients were very long-term unemployed and that the strains

cf the economic recession made jobs less available for all workers.

Denial Series

In Figures 7 and 8 national FSB total denials are shown as a
percentage of weeks of unemployment claimed and as a percentage of the
average weekly number of beneficiaries. Throughout the FSB period, indi-
viduals have been denied benefits for a variety of reasons. The aggregate
data lists the denial reasons as: (1) not being able or available for
employment; (2) refusing an offer of suitable work; and (3) other reasons.
"Other reasons" include such actions as being denied benefits because of
quitting without good cause and discharge for misconduct. Denial of
benefits under FSB can occur at the time the claimant files a claim (as
with those who are not able or available) or it may occur after the
claimant has received one or more payments (as with those who are denied

benefits for refusing suitable work).

The two series show a steady increase in the percentage of indi-
viduals who were denied benefits, but the total number of benefit denials
was very small. For example, in August 1975 for each 1,000 weeks of pay-
ments claimed, there were only three claims denied; by August 1976, that
number increased to about seven denials per 1,000 weeks claimed. By
June 1977, when the disqualification provisions of the law were being
implemented, denials had increased to approximately 17 denials per 1,000
weeks claimed. Although the percentage had increased, the size of total
denials remained very small relative to the total number of weeks of ben-
efits claimed. The percentage of denials to the average weekly number of

beneficiaries reached 5.0% in May and increased to 7.5% in June 1977, the

*
During 1976, 8.8% of all the unemployed were unemployed for 52 weeks or
over. This was a large increase over the 5.3% who were unemployed 52
weeks or longer during 1975. See Employment and Earnings, 1977, Table
15, p. 149.
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height of the number of total denials. The number of denials for re-
fusal of suitable work remains a very small portion of the total denials,
even with changes in the FSB disqualification provisions for refusing

suitable work.

Experience of a Selected Number of States

Although the national data on FSB show the FSB experience across
the entire nation, the information ignores the differing experiences of
the separate States. During the period from January 1975 to August 1977,
many States did not have an IUR rate that triggered on the FSB program;
instead those States paid FSB only during 1975 when the national EB trig-
ger was on. Other States were triggered on FSB for the entire length of

the program.

Thirteen States were triggered on FSB from the early months of the
program in 1975 through the first four months of the provisions of PL
95-19.* These States are: Alaska, California, Connecticut, Maine, Mich-
igan, New Jersey, New York, Oregon, Pennsylvania, Puerto Rico, Rhode
Island, Vermont, and Washington. With the exception of Michigan, they
are located on the eastern or western seaboard. As of April 1977, they
represented 36.9% of the civilian labor force but 46.1% of the total em-
ployed (see Table 4). Collectively, their total unemployment rate was
44.5% higher than that of the other 39 States.T During April 1977, the
IURs of each of these States were higher than the national average. With
the exception of Pennsylvania, the total unemployment rate was also

higher in these States than in the national average.

For this set of States, the distribution of nonagricultural employees
among the various industries was very similar to the national distribution

(see Table 5). Almost 50% of all such employees were employed in the

* 3
Oregon triggered off for one week in 1976, but FSB payments continued

because of the requirement that payment continue for three weeks after
a State has triggered off.

TThe economic data for Puerto Rico were not available for this report.
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manufacturing and trade industries. Another 39% were employed in service

industries and various government units.

These States accounted for 52.5% of all regular UI benefits paid in
the United States during the first eight months of 1977. They also ac-
counted for about 50% of all individuals receiving a first regular UL
payment and about 50% of all beneficiaries receiving a last regular UL

payment (see Table 6).

However, as will be seen later, these 13 States dominated the FSB
statistics. Nationally, during 1977, they accounted for 827% of all FSB
benefits paid, 71% of all first payments, 78% of all exhaustees, and 77%
of the average number of beneficiaries in a given week. Thus, from the
point of view of the national, economic, and UI statistics, these 13

States are representative of the national FSB experience.

It is also appropriate to evaluate the States' experience under
PL 95-19 using only these 13 States. Even though all 52 States partici-
pated in the FSB program prior to the enactment of PL 95-19, not all
States participated in the FSB program under the provisions of PL 95-19.
Therefore, an evaluation of the impact of that law on these 13 States
will be representative of the national experience as if all States had
triggered on under the provisions of PL 95-19. Tables 7 and 8 summarize
some of the FSB program characteristics of these States for 1975 and

1976. From this point on, only these 13 States will be discussed.
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V  CHARACTERISTICS OF 1977 FSB CLAIMANTS

In this section, the race, sex, age, industry, and occupational
characteristics of FSB recipients who received their first and final pay-
ments during the first eight months of 1977 are examined. Where the
data permit, these characteristics are compared with the regular UI re-
cipients or with the insured unemployed population. This description
will permit a better insight into the groups who receive FSB and who are

affected by PL 95-19.

Demographic Distribution

Tables 9 and 10 show the demographic characteristics of those who
received a first and a final payment during the period January through
August 1977 in the 13 States that are being observed. In Table 11, these
characteristics are presented for the civilian labor force, regular UI
recipients, and the total FSB claimants in the 13 States. The data from
these tables will be used to compare the likelihood of various groups

leaving unemployment.

Sex Differences

By a large margin, more males than females receive both regular UI
and FSB payments. On average, 57% of all FSB first payments are male
and 43% are female; but 557 of the exhaustees are male and 45% of the
exhaustees are female. This supports the conclusion that there are some
differences in the sex distribution of the first payments and exhaustees
and that males are leaving FSB at a faster rate than are females. How-
ever, the percent differences in the distribution are so small that the
finding of males leaving FSB at a faster rate is at best a tentative one.
These results are more certain for Alaska and Maine where the percentages

of male beneficiaries are reduced by a very large percent.
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Table 11

DISTRIBUTION OF DEMOGRAPHIC CHARACTERISTICS

OF THE CIVILIAN LABOR FORCE,

REGULAR UI RECIPIENTS, AND FSB RECIPIENTS,
JANUARY-AUGUST 1977*

Civilian Labor Force Regular UI FSB
Employed Unemployed U;gﬁ??ﬁztd First Pays Exhaustees
Sex
Male 59.6% 53.7% 62.7% 55.8% 54.5%
Female 40.4 46.3 37.3 44..3 45.5
100.0 100.0 100.0 100.1 100.0
Race
Male
White 90.2 80.0 86.4 85.3 83.3
OTW 9.8 20.0 13.6 14.7 16.7
100.0 100.0 100.0 100.0 100.0
Female
White 87.7 78.0 84.0 87.7 86.9
OTW 12.3 22.0 16.0 12.3 13.1
100.0 100.0 100.0 100.0 100.0
Age
16-21 14.2 34.6 9.5 11.6 10.1
22-44 52.7 47.0 58.5 52.6 51.9
45-64 30.1 16.4 27 .4 28.6 29.3
65 and over 3.0 2.1 4.5 7.2 8.7
100.0 100.1 99.9 100.0 100.0

N .
Notes: Regular UI data for January-July 1977.

OTW = Other than white.

Columns may not sum to 100% due to rounding.

FSB data based on 13 study States.




Differences between the sex distribution of all insured unemployed
and FSB first payments occur in the states of Alaska, California, and
Puerto Rico. 1In Alaska and Puerto Rico, males constitute a much larger
percentage of the FSB first pays than they do of the insured unemployed.
This finding combined with the earlier finding that males leave FSB
sooner than do females suggests that males are more likely than females
to receive FSB but do not receive benefits for as long a time. 1In Cali-
fornia, males are less likely than females to stay unemployed long enough

to draw FSB.

The major conclusion regarding the distribution of males and females
in the FSB recipient population in that a larger percentage of females
receive FSB than receive regular UI and a larger percentage of females
receive FSB than are part of the employed labor force. However, the per-
centages are very similar for the categories of the total unemployed and

the FSB recipients.

Race Difference

Of the insured unemployed, 87% were white, but 86.4% of the first
payments and 84.97% of the exhaustees were white. These numbers suggest
that whites who are unemployed are less likely than nonwhites to remain
unemployed long enough to receive FSB payments before they exhaust ben-
efits. However, as was observed for the sex variable, the differences
in the percentages are not very large. These observations are consis-
tent with the hypothesis that nonwhites remain unemployed longer than

whites and are more likely to become exhaustees.

The distribution of whites and nonwhites by first payments and ex-
haustees is very uniform in all States. 1In no State is there a large
change in the white and nonwhite percentages. Instead, in several States
the changes are sufficiently large to change the percentage over the en-
tire group of study states. This is seen in the national FSB totals.
There, nonwhites constitute a higher percentage than do whites among

3

those who become exhaustees.
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Age Differences

Approximately 117 of all FSB recipients in the study states during
the first eight months of 1977 were under 22, 52% were between the ages
of 22-44, 287 were between the ages of 45-64, and 7% were over 65 years
old. There are no apparent differences in the age distribution of first
pays and exhaustees, although there are widely varying age distributions

among the various states.

The age distribution for FSB recipients is very different than that
of the employed population. Among all unemployed, over 39% are in the
under 22 age group. By contrast, less than 37 of the unemployed are in
the over 65 age group. As a group, the FSB recipients tend to be older

than both the group of all unemployed and the insured unemployed.

FSB recipients are older than the total unemployed population be-
cause of the nature of the UI system. New entrants (mostly the young)
are not eligible for UIL, and hence are not eligible for FSB payments.
The large percentage of FSB recipients who are 65 or over, especially in
states like Pennsylvania, Rhode Island, and Connecticut, is somewhat
surprising. The concentration of FSB recipients aged 65 or over increases
for the exhaustees. The older FSB recipients are less likely to leave
unemployment than are the younger age groups, but once the older worker

is separated from a job the separation is more likely to be final.

Occupational Distribution

In Tables 12 and 13 are listed the distribution of the last occupa-
tion (for a selected set of occupations) for FSB recipients who received
first and final payments. These data are not available for the civilian
labor force. Among the occupations listed, the professional and clerical
occupations represent about 30% of all FSB beneficiaries. The concentra-
tion of these two occupations ranges from a high of about 40% in Oregon
to a low of 16% in Rhode Island. As expected, the agricultural occupa-
tions represent only a fraction of all FSB recipients. About 20% of the
recipients are from the craft occupations. There are no major differences

in the occupational distributions of the recipients who receive a first
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payment and those who become exhaustees in the group as a whole and few
differences in the individual states (see Alaska's statistics for an ex-

ception).

Industrial Distribution

Tables 14 and 15 show the distribution of the last industry worked
in by FSB recipients. Table 16 shows the percentages for the civilian
labor force, the regular State UL recipient, and the totals for the 13
States. It is not surprising that the manufacturing, trade, and services
groups dominate the industry grouping with 747 of all FSB recipients.
Because the UCFE (Federal employees) and UCX (former servicemen) groups
are excluded from the tables, the FSB recipients in the government group
represent only a fraction of the industry totals. Except for slight dif-
ferences between the first payments and exhaustees in the percent distri-
butions in some states, there are no major differences across all the
states. Thus, the likelihood of leaving unemployment does not vary
across industries for FSB recipients. The percentage distributions for
the FSB recipients more closely resemble the distribution of the civilian

labor force than the distribution of the regular UI recipient.

In this section, we have described the various characteristics of
1977 FSB recipients using aggregate data. From these data the likelihood
of leaving unemployment (or of not receiving further FSB payments) by
different groups cannot be determined with much accuracy. A more detailed
evaluation of the characteristics of FSB recipients will be done when the
second report is prepared. In that report, it will be possible to use
multivariate regression analysis to predict the likelihood of leaving un-
employment. Many of the issues raised in this section regarding who gets

FSB and for how long will be more satisfactorily answered then.
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VI EMPIRICAL EVIDENCE OF THE IMPACT OF PL 95-19

Introduction

The impact of PL 95-15 is defined as: (1) the changes in the job
search and job acceptance behavior of the individual; and (2) changes
in the FSB program characteristics as a result of the enactment of the

law.

The impact of the law on the individual may be measured by changes
in the job search behavior of the individual, including the hours per
week that he spends in the search and the wage offers that he is will-
ing to accept. Other impacts may be reflected in changes in the ex-
pected duration of unemployment of the worker. For example, those work-
ers who are denied further FSB benefits during a particular spell of
unemployment may return to work at a faster rate than they would have
had a denial not occurred. The measurement of the impact of PL 95-19
on the individual FSB recipient will be discussed in the second report

of this series as sufficient data are not now available.

The impact of PL 95-19 on program characteristics may be measured
by such factors as changes in the number of beneficiaries, changes in
the total number of denials, and changes in the total number of deter-
minations. One way to measure these changes is to observe the program
characteristics during a period before and then after the enactment of
PL 95-19. Another procedure involves a statistical comparison of how
the various program characteristics have changed over many time periods
in the life of the FSB program with emphasis placed on the changes in-
troduced by PL 95-19. 1In this report both procedures are used. The
procedure that compares program characteristics for two time periods is
called the "short-run analysis.'" The procedure that compares program

characteristics for many time periods is called the "time-series analysis."
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The provisions of PL 95-19 are expected to have the following ef-

fects.

(1

(2)

(3)

(4)

(3

Reduce the number of average weekly beneficiaries--This re-
duction reflects the reduction in the maximum entitlement from
26 weeks to 13 weeks. The rate at which people are exhausting
benefits will increase and the stock of individuals who remain
on the program will decline.

Reduce the amount of total benefits paid--The reduction in
total benefits paid is expected to be coincident with the re--
duction in the number of average weekly beneficiaries.

Reduce the number of first payments--First payments are ex-
pected to decline as fewer individuals are expected to meet
the increased stringency of the job search and job acceptance
requirements.

Increase the number of final payments--The requirement that all
beneficiaries who had received at least 13 times the average
weekly amount be denied further entitlement is expected to lead
to a sudden increase in the number of exhaustees during the
months of April and May. In subsequent months, the average
number of exhaustees is expected to increase relative to the
period when there was entitlement of 26 times the average
weekly benefit amount, but at a lower rate than the increases
of April and May. Before the enactment of PL 95-19, there
were individuals who stopped receiving FSB benefits after 13
weeks but before exhausting benefits. Under the provisions of
PL 95-19 these types of individuals are expected to become
exhaustees.

Increase the number of denials--Denials are expected to in-
crease as individuals decline job offers or do not actively
seek work. The number of denials is expected to take a sudden
increase in April and May but decline after that period. The
final levels of denials should be higher than the pre-PL 95-19
levels.

To assess whether these expected effects are valid, aggregate data

on the FSB program are used; such data are the sum of all individual

experiences. However, several assumptions underlie the use of the

aggregate data, including the constancy of the economic environment.

In the short-run analysis, changes in the economic enviromment such as

changes in the IUR are not included, but in the time-series analysis,

these factors are explicitly taken into account.
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Short-Run Analysis

The short-run analysis focuses on changes in a selected number of
program characteristics before and after the enactment of PL 95-19. 1In
Table 17, selected FSB activity statistics for the 13 States and the

United States for the period January - July 1977 are presented.

PL 95-19 produced many immediate changes in the program character-
istics and statistics. However, a simple comparison of the statistics
before and after the enactment of the law will obscure differences in-
duced by seasonality and by the improving economy. The short-run anal-
ysis involves a comparison of average monthly program characteristics
and statistics for each of the 13 States for the periods before and after
the enactment of the law. By comparing the 1977 data with comparable
1976 data, an index of changes occurring in 1977 because of PL 95-19,

relative to changes in 1976, can be developed.

Program Characteristics Index

. . th .th . .
The index for the i~ State and the j program characteristic is

defined for an '"average' month, that is, a simple average of the data
for the four months of January through April and the four months of May
through August. The index is calculated by the formula:

ij ij

L. M3 /977
ij ij

MA26 /A6

where

=
]

program index
MA = average monthly program characteristics for period May to August

JA = average monthly program characteristics for period January to
April

76 = program characteristics for 1976
77 = program characteristics for 1977
i = State

j = program characteristics.
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The numerator in the index is the ratio of an "average' monthly
program characteristic after the law and an '"average' monthly program
characteristic before the law. The denominator is the ratio of the same
program characteristics for the same period of time in 1976. The denom-
inator partially adjusts for seasonality by relating the changes to the
pattern of the program characteristics for 1976. Thus, the index will
equal 1 if the pattern of change in 1977 is the same as the pattern of

change in 1976.

Interpreting the Index

The ratio MA77/JA7 shows the program characteristics in an average

month after the law com;ared to the same program characteristics in an
average month before the law. If the index is greater than 1, there is
a proportionally greater increase than over the same period in 1976.
Similarly, an index less than 1 means a proportionally smaller change;
an index equal to 1 indicates a proportional change. An index of 2
means that the ratio of the May-August/January-April program character-
istics is twice that of the same period for 1976. However, the program
characteristic may change because of seasonal patterns. The ratio
MA;6/ A6

year in which the law did not change. The index determines whether pro-

shows the "normal'" ratio of the program characteristics in a

gram characteristics changed in 1977 in accordance with the pattern of
1976. For the period covered by the indices, all the States were at the
6% trigger rates (except for Oregon during the month of August 1976)

up to the enactment of PL 95-19. Whenever data were missing for a

given month, the index was recomputed, reducing each of the reamining
elements in the index by one. Thus, all averages for an index are

based on the same months.

Claimant and Benefit Payments Indices

Table 18 shows the monthly averages of the number of beneficiaries,
the amount of benefits paid, and the number who received a first payment

for the months of January through April 1977, which is defined as the
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pre-PL 95-19 period, and for the months May through August 1977, which is
defined as the post-PL 95-19 period. This table also shows the indices

for each of these program descriptions.

Average Number of Beneficiaries

In the first section of Table 18 the average number of bene-
ficiaries in a typical week in the first four months of 1977 and the
second four months of 1977 is listed. The number of individuals who
were receiving FSB payments during a typical week fell sharply after the
enactment of PL 95-19. For example, in California the number receiving
FSB in a typical week went from 74,868 in the period January through
April to 36,775 in the period May through August. Similar reductions
occurred in each of the 12 other States. The biggest numerical drop
occurred in New York, which went from 112,614 during the first period
to 46,641 during the second period. From the table it is clear that
there was a decrease in the number of beneficiaries by approximately

one half.

The indices indicate that relative to the same time period in
1976 there was approximately a .60 reduction in the number of beneficia-
ries in California, a .53 reduction in New York, a .43 reduction in
Oregon, and a .89 reduction in Puerto Rico, to cite a few examples.
Other States had similar reductions in the number of beneficiaries. The
reductions were not uniform across the States and it is likely that they

were affected by the economic conditions within each State.

It is not surprising that the number of beneficiaries declined after
the enactment of the law because a major consequence of the reduction in
entitlement was a reduction in the absolute number of beneficiaries.
Although part of the reduction may be attributable to improving economic
conditions, it is clear that a major cause of the reduction was the re-

duced entitlement.
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Benefits Paid

In each of the States, the reduction in benefits was closely
tied to the reduction in the number of beneficiaries. In an average
month, during the pre-PL 95-19 period $133 million was paid in FSB
benefits in all 13 States; after PL 95-19 $55 million in FSB benefits
were paid in an average month to all the 13 States. Among the States,
the changes went from $22 million to $11 million in California, from
$18 million to $10 million in Michigan, from $34 million to $14 million
in New York, from $18 million to $8 million in Pennsylvania, and from

$539,946 to $235,573 in Vermont.

The indices, which show the reduction relative to the same
period of 1976, indicate that the decrease in benefits paid was more pro-
portional to the 1976 period. As was true of the number of beneficiaries,
a consequence of PL 95-19 was the reduction in benefits paid. The pay-
ment reductions were similar in scope to the reductions observed in the
number of beneficiaries. The indices range in value from .46 in Oregon
to .87 in Puerto Rico. For the 13 States as a whole, there was a reduc-
tion of about .62 relative to the same period in 1976. From these com-
parisons it is evident that the enactment of PL 95-19 dramatically re-

duced the amount of benefits paid FSB recipients.

Number of First Payments

The enactment of the law should not have had any impact on the
number of individuals who received a first payment, except that which
was induced by the increased job search and job acceptance requirements.
Individuals may react to the law by refusing to accept these requirements
and be disqualified, or by refusing to return to the claims office.
Either action would lead to a reduction in the number of people who re-
ceive a first payment (if all other conditions remain the same). For
the 13 States, there were 101,922 first payments in a typical month dur-
ing the pre-PL 95-19 period but 76,495 first payments in a typical month
during the post-PL 95-19 period. However, the index is close to 1.00,

which indicates that the reduction in the number of first payments is
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comparable to a similar reduction for the same period of 1976. Thus,

the data suggest there were no significant changes in the number of

first payments as a result of PL 95-19. However, there was some varia-
tion among the 13 States, with California, Maine, and New Jersey showing
large reductions in the number of first payments, and Puerto Rico, Rhode
Island, New York, and Michigan showing large increases in the number of
first payments. The other States had indices close to 1.0; that is, there

was no change in the pattern of first payments.

This series demonstrates that PL 95-19 had the consequences
that were expected. The average number of beneficiaries declined as en-
titlement was cut in half; the amount paid to FSB beneficiaries declined
in proportion to the fall in the number of beneficiaries, but PL 95-19
had little or no impact on the number of people who received a first pay-

ment.

Exhaustees

The provisions of PL 95-19 that reduced FSB entitlement from 26
weeks to 13 weeks are expected to lead to an increase in the number of
people who exhaust their FSB entitlement. However, the number of ex-
haustees relative to the number of beneficiaries and relative to the
number of people who receive a first payment are also examined since
they provide information regarding the impact of PL 95-19 that is not
available by looking only at the number of exhaustees. In Table 19 are
presented three measures of the number of exhaustees in typical months

in the pre-PL 95-19 period and the post-PL 95-19 period.

Number of Exhaustees

There were 74,259 exhaustees in the pre-PL 95-19 period in the
13 States; during the post-PL 95-19 period this number had declined to
54,031. 1In California, Connecticut, New York, Oregon, Pennsylvania,
Puerto Rico, and Washington, the absolute number of exhaustees decreased,
while in the remaining six States, the number of exhaustees increased.
For California, part of the decline in the number of exhaustees may be
attributed to the way that the data were collected. In the other 12

States, half had an increase and half had a decrease in the number of

64



soutely 103 9/6] 1Tady pue ‘Kieniqag ‘Aienuer pue
‘eTUIOITIRD 10F [/6T UYOABK ‘INOTIO2UU0) I0F 9/6T Isn3ny-Aienuer SIpNTIXH

*INDTIVDUUCY 10F 9/ YOIeR-Aienue[ SIPNTOXF

*a1sn8ny-aunp ‘yoaey-LAienuer

P

*yoiey Jo yiuow sjuasaiadax wwwuw>4o

:spotaad yjuow-991yYyl uo paseg

*yoael Jo yiuou mwv:Home

*X9pUT 93B[NOTED 03 JUSTOTIINS JOU UOTIBWIOFUT = YN :S93I0ON
00°T Ly 9y e es 68°T G0 0t €V GT €6° 697€°T GG8°T uojl3urysey
89°T ST oy ¢5T9¢C L9°Y 8€°€T vy h°T 69T 6L Juouwisp
L8° 60°%6 €e el 19°¢C £€1°8¢ 1T ST I6°T 887°‘T 876 PUBTSI 9pouy
6T°T 09°L¢ 98°149 86" 8671 08°6T 98" SH8°‘T (4428 00TY o0313ng
6%° €6°0T 99°0S LG* c9°8 0S°0T Te” (8L°T G8€°‘S eTURATASUURg
Ly 99°9¢ T9°00T 0S°T IANNA4 TL7ET €9° €9y %88 uo3a10
79° 8C°T9 15706 70°T 80°¢¢ €8°GT 8¢ 67 0T LLOLT AI10X MAN
¢0°1 8/°88 ¢0°68 IT°¢ jYANAS 99 %1 €T 0576 €98°L Kosaar MaN
0C'T €76 8¢€°89 0t'¢ 6%°9¢ T6°%T 06°T 6801 GEO‘8 ue3TYSITH
A 9%°0¢T1 oT9°CET €T°T €6 vE 8%°z¢ 89° 8¢¢ TLIT q°UTER
VN gcrey 69 1Y% VN 66°CC Ly 1T VN 760°C S6%°C INnoT309UU0)H
™I 91°9¢ ef¥°6L 11 T1°1¢ 16°¢¢ L® 79611 v0°se BTUIOJTTED
10°¢ %G1 %70°01 (8¢ %L8°9 %90°¢ €1°¢ 6¢ [44 BYSEeTVY

9/6T 03 3ny-Ley  ady-uep 9/6T ©°3 gny-Aep  ady-uep 9/6T 03 3ny-Ley  ady-uepr
9ATIET9Y Xopul 9ATIBTIY X9pul SATIET9Y Xopul
sjuawied SeTaeTOTJouag sjuswied TeUTJ JO
3s1Td pad8eT Jo 923elusd19gd ® SE A1Y°o°M °8®I3AY JO JUIDIdJ ©B SE 93evi9Ay ATYjuop
sjusmied TeuTj JOo °23eI9AY ATYluol sjusuwieg Teurj Jo 98eiaay ATYluopR

6T-56 Td YELIV ANV H¥04EE SINIWAVd TYNIA A0 SEDIANI

61 °TqeBL

65



exhaustees between the pre- and post-PL 95-19 periods. An examination
of the indices shows that only five States had an index greater than 1

(indicating an increase in exhaustees relative to the same period in 1976).

The figures on the exhaustees are difficult to interpret be-
cause the number of exhaustees is related to the timing of the first
payments and the number of average beneficiaries. 1In addition, since
beneficiaries may receive less than the average weekly entitlement, the
number of exhaustees may come several weeks after the usual 13-week or
26-week entitlement period. The indices do not permit a clear statement
regarding the overall impact of PL 95-19 so an alternative evaluation

of the number of exhaustees must be done.

Exhaustees as Percent of Beneficiaries

The second series of indices in this section relates the number
of exhaustees to the average number of beneficiaries. Ideally, it would
be desirable to evaluate the rate that beneficiaries become exhaustees.
However, this is not possible with the aggregate data so this index and
the one that follows are designed to approximate the rate of becoming

an exhaustee.

Relative to 1976 there have been substantial increases in this
measure of exhaustees. 1In California, for example, the index of 1.21
indicates that there was an increase of 1.21 times the 1976 ratio in the
number of exhaustees per beneficiaries. For Michigan, there was an in-
crease of 2.20 times the 1976 ratio in the number of exhaustees per ben-
eficiaries; in New Jersey, there was an increase of 2.11 times the 1976
ratio; and in New York there was in increase of 1.04 times the 1976 ratio.
Only in Pennsylvania was there a large drop in the ratio of exhaustees
to beneficiaries. These results show clearly that PL 95-19 had the con-
sequence of sharply increasing the number of exhaustees per beneficiaries
in 10 of the 13 states. However, the magnitude of the increase varied

from state to state.
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Exhaustees Relative to First Payments

This series of indices measures changes in the ratio of the
number of exhaustees to the number of individuals who received a first
payment 26 weeks before (13 weeks for the post-95-19 period). The ratio
follows a group of first payments and seeks to determine how many of
them became exhaustees. The ratios only approximate the proportion of

first payments who become exhaustees.

As a ratio of lagged first payments, the number of exhaustees
increased in 7 of the 13 States as a result of PL 95-19. Except for the
Alaska index, the increases in exhaustees relative to lagged first pay-
ments were somewhat modest. California had an increase of 1.41 times
the comparable ratio for 1976; Michigan had an increase of 1.20 times
the ratio of 1976; and New Jersey had an increase of 1.02 times the ra-
tio of 1976. Conversely, New York had an index of .64 while Pennsyl-
vania had an index of .49--both showing decreases in the ratio relative
to 1976. 1In all, indices range from .49 to 3.0l1. The variation in the
indices reflects the variation in the length of FSB entitlement as well

as the different impacts of PL 95-19.

The evidence from these three series of indices suggest that
for most of the States the number of exhaustees increased as a result of
the enactment of PL 95-19. This increase is detected only by relating
the number of exhaustees to the number of beneficiaries and to the num-
ber of lagged first payments. The change in exhaustees is not uniform
across the States but varies with some States showing a relative decrease

in exhaustees while other States showed an increase.

Denials

Under the provision of PL 95-19, the individual may be denied ben-
efits as a result of not actively seeking work or for refusing a suitable
work offer. Other reasons for a denial are provided under the provisions
of each State. In this section, the total number of denials, the denials

for not able to or not available for work, and the denials for refusal of
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suitable work are analyzed. These denials are measured for the pre-
PL 95-19 period and the post-PL 95-19 period and are related to the number
of weeks of benefits claimed. The denial percentages and the indices

are presented in Table 20.

Overall, the number of individuals denied benefits represents a
very small fraction of the weeks of benefits claimed. Except for Alaska,
where the number of observations is small, there are at most 1.03 total
denials for every 100 weeks of benefits claimed during the pre-PL 95-19
and 2.71 total denials for every 100 weeks of benefits claimed during the
post-PL 95-19 period. The number of denials for not able or not avail-
able to work and for refusal of suitable work are much smaller during
both the pre- and post-PL 95-19 periods. Very few FSB claimants were
denied benefits during 1977.

Total Denials

Total denials, as a percentage of weeks of benefits claimed,
increased in 10 out of the 13 States. 1In Alaska, California, and Puerto
Rico, the number of denials decreased, relative to the same period in
1976. Among the States that had increases, Pennsylvania had the largest
gain in denials with an increase of 2.51 times the comparable ratio in
1976. There was an increase of 1.55 times the 1976 ratio in Connecticut,
an increase of 1.92 times the ratio of 1976 for Michigan, an increase of
1.16 times the ratio of 1976 for New York, and an increase of 1.51 times
the ratio of 1976 for Washington. The indices reflect the slight vari-
ance in total denials across the States. In this series, the indices
suggest that PL 95-19 increased the relative number of total denials and

the magnitude of the impact was similar across most of the States.

Denials for Unable or Unavailable

Before PL 95-19 the ratio of individuals denied benefits as a
result of being unable to or unavailable for work was very small. After

PL 95-19 there were increases in the relative number of this type of
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denial in 8 of the 13 States, but they remained a small percentage of
all beneficiaries. 1In the other five States the number of denials
actually declined relative to the same period in 1976. Once again, the

data revealed differences across States in the impact of the law.

Denials for Refusing Suitable Work

The number of individuals denied FSB benefits for refusing
suitable work is very small in both the pre- and post-PL 95-19 periods.
In the post-PL 95-19 period Oregon had the most denials for refusing
suitable work per weeks of benefits claimed. For every 100 weeks of FSB
claimed, .49 individuals in Oregon were demied benefits for refusal of
suitable work. For California there were .13 denials for every 100 weeks
claimed; in Michigan there were .03 denials per 100 weeks claimed; in
New York there were .02 denials; in Pennsylvania there were .06 denials;

and in Washington there were .02 denials per 100 weeks claimed.

Denials for refusal of suitable work increased in 10 of the
13 States relative to the comparable period in 1976. 1In Oregon, the in-
dex is 10.32, which suggests that there was an increase of 10.32 times
the change in a comparable period of 1976. This high index occurs in part
because of the small number of actual denials. 1In the other States, the
indices range in value from .19 in Puerto Rico to 4.21 in Maine. These
indices suggest that PL 95-19 had the impact of increasing the number of

denials for refusal of suitable work.

Time Series Analysis

The short-run analysis presents a novel way of determining the im-
pact of PL 95-19 on various FSB program characteristics. The indices
that were developed gave evidence that the law had impacts in the antic-
ipated direction. The indices also demonstrated that the magnitude of

the impact across the States varied extensively.

The indices are constructed on the basis that 1976 was a normal year
in the FSB program. Because of this the indices are limited in their

ability to explain the impact of PL 95-19. To supplement this method, a

70



statistical procedure can be used to estimate the impact of PL 95-19 on:
(1) the number of initial claims for FSB, (2) the number of first pay-
ments, (3) total nonmonetary determinations and redeterminations, (4)
total denials, (5) denials for not being able to and available for work,
and (6) denials for refusal of suitable work. An ordinary least squares
time series regression procedure which treats each month as a separate
observation was used. This statistical procedure permits a more explicit
accounting of other factors that may affect these program characteristics.
The time series procedure used data from April 1975, when all the States
in the analysis were making FSB payments, until August 1977. The exact

specification of each model is given in the footnotes of the tables.

Initial Claimants and First Payments

Table 21 presents the results of several estimated regression models
for initial claims and first payments under FSB. The sample periods have
been chosen to avoid periods when data are missing or that appeared to
have extraordinary values. For each of the models the reported numbers
are the coefficient of a dummy variable designed to capture the effects
of PL 95-19. The other coefficients used in the analysis are not pre-
sented. This variable has a value of one in the period when PL 95-19
is effective (May 1977 to the end of the observation period, July 1977)
and zero otherwise. In Model 1 the logarithm of initial claims is the
dependent variable, and the independent variables are the dummy variable
for PL 95-19, the logarithm of EB exhaustees, and the States IUR. Model
2 is the same as Model 1 with two additional variables: the logarithm
of average weekly FSB beneficiaries in the preceding month and the log-
arithm of total insured unemployment. Since the dependent variable is
in logarithmic form, the coefficients in the table can be loosely inter-
preted as percentage effects of PL 95-19. A significant positive coef-
ficient means that PL 95-19 increased the program characteristic, while

a negative coefficient means PL 95-19 decreased the program characteristic.

Models 3 and 4 attempt to determine if there is an effect of PL 95-19
on first payments, after allowing for the estimated effects of PL 95-19
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Table 21

THE EFFECTS OF PL 95-19 ON INITIAL CLAIMS
AND FIRST PAYMENTS FOR FSB

Dependent Variable

Initial Claims First Payments
Model Model Model Model Model Model
State Sample Period (Models) 1 2 3 4 5 6
Alaska 75-6 to 77-7 -.174 -.131 ~-.165 -.269 -.320 -.381
excluding 77-5 (1-6) (.187) (.157) (.209) (.236) (.260) (.262)
California - - - - - - -=
Connecticut 75-75 to 77-7 (1,2) -.304% -.298% -.019 .012 -.289% -.065
75-5 to 75-10, 76-4, 77-7 (3-6) (.161) (.151) (.019) (.018) (.153) (.187)
Maine 75-4 to 77-7 (1,2) ~.426%* -.217 RAAELL . 329%% .094 .034
75-4 to 76-10, 77-3, 77-5 to 77-7 | (.132) (.157) (.137) (.142) (.141) (.192)
(3-6)
Michigan 75-2 to 77-7 (1-6) .091 .181 -.542 -.094 .026 .068
(.189) (.221) (.059) (.069) (.176) (.208)
New Jersey 75-3 to 77-7 (1-6) -.118 -.162 -.162%% =, 243%%% -.259% —.376%*%
(.140) (.138) (.061) (.065) (.129) (.129)
New York 75-2 to 77-7 (1-6) -.017 -.069** .065 -.024 .031 -.119%
(.034) (.031) (.048) (.046) (.084) (.059)
Oregon 75-2 to 77-7 (1-6) -.202%%% —.204%%% .256 * .178 .011 -.067
(.037) (.045) (.135) (.146) (.102) (.118)
Pennsylvania 75-4 to 77-7 (1-6) -.013 -.005 -.005 -.008 -.009 -.010
(.082) (.085) (.051) (.059) (.055) (.062)
Puerto Rico 75-6 to 77-7 (1,2) .083 .160 -.151 .018 -.088 .116
Same but exclude 75-10, 75-12, (.107) (.107) (.198) (.222) (.207) (.203)
76-2, 76-3 (3-6)
Rhode Island 76-1 to 77-7 (1-6) -.008 .064 .034 -.096 .028 -.118
(.026) (.041) (.116) (.212) (.113) (.187)
Vermont 75-2 to 77-7 .013 -.008 -.023 -.038 -.015 -.039
excluding 75-10 (1-6) (.062) (.069) (.052) (.056) (.063) (.076)
Washington 75-8 to 77-7 (1-6) =241 %k% -.062 .051 .106 -.144% (.090)
(.065) (.071) (.081) (.087) (.080) (.023)

Note: The dependent variables are in logarithms.

In Models 1 and 5 the independent variables are a dummy variable for

the period after PL 95-19 became effective (May 1977 to the end of the observation period, July 1977), the insured
unemployment rate, and the logarithm of Extended Benefit exhaustees.
Model 1 as well as the logarithms of average FSB beneficiaries in the previous month and total insured unemployment.

Models 3 and 4 contain the same variables as Models 1 and 2, respectively, with the addition of the logarithm

of initial claims for FSB. The numbers in the table are the coefficients of the dummy variable for PL 95-19; standard

errors are in parentheses.

*Significant at the 10% level.
Significant at the 5% level.

KKk

Significant at the 1% level.
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on initial claims. Models 3 and 4 are similar to Models 1 and 2 except
that the variable that is being explained is the logarithm of first pay-
ments and the logarithm of initial claims is included among the inde-
pendent variables. Significant effects are estimated for these models
in only two States, Maine and New Jersey. In Maine the number of claim-
ants who received a first payment increased by about 44%; in New Jersey

it decreased by about 16%.

In order to assess if there is any total effect on first payments
Models 5 and 6 have been estimated. The results for these models gener-
ally indicate that under the most unrestricted assumptions there were no
effects of PL 95-19 on the number of first payments. Only for New Jersey
do both models indicate that PL 95-19 has reduced the number of first
payments. For Connecticut, New York, and Washington a negative effect

is significant in one of the models but not the other.

These six models, taken collectively, lead to the conclusions that
PL 95-19 had minimal effects on either the number of initial claimants

or the number of claimants who received a first payment.

Redeterminations and Denials

In this section, the results of the time series analysis of the
effects of PL 95-19 on nonmonetary determinations and redeterminations,
total denials, denials for not being able to or available for work, and
denials for refusal of suitable work are presented. Model 1 relates the
ratio of the dependent variable (that is, the number of determinations,
the number of total denials, the number of denials for not being able
or available, or the number of denials for refusal of work) to average
beneficiaries to a dummy variable for PL 95-19 (the dummy variable equals
one for observations for the period from May 1977 to August 1977 and
zero otherwise) and the States' IUR. Model 2 relates the logarithm of
the dependent variable to the dummy variable for PL 95-19, the logarithm
of average beneficiaries, and the IUR. Model 3 is the same as Model 2
except for the addition of the logarithm of initial claims for FSB as an
independent variable. The numbers reported in the tables that follow are
the coefficients of the dummy variable for PL 95-19. The other coeffi-

cients are not reported. The actual percentage effects are also presented.
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Table 22

ESTIMATED EFFECTS OF PL 95-19 ON NONMONETARY DETERMINATIONS AND REDETERMINATIONS

Model 1 Model 2 Model 3
State Sample Period Coefficient 7% Effect | Coefficient % Effect | Coefficient 7 Effect

Alaska 75-5 to 77-8 except 77-5 1.602%x% 396.3 1.754%k% 477.8 1.951%*% 603.6
(.263) (.246) (.277)

California 75-10 to 77-8 .887*k% 142.8 -.212 -19.1 -.243 -21.6
(.157) (.203) (.229)

Connecticut 75-5 to 77-8 except 75-11, L631%* 87.9 .955% 159.9 1.145%% 214.2
75-12, 77-5 (.297) (.517) (.477)

Maine 75-5 to 77-8 .352 42.2 .036 3.7 .219 24.5
(.232) (.152) (.173)

Michigan 75-8 to 77-8 1.077#*% 193.6 L453%% 57.3 L 782%%% 118.6
(.143) (.168) (.211)

New Jersey 75-11 to 77-8 .520 68.2 ~.738% -52.2 -.292 -25.3
(.312) (.389) (.504)

New York 75-2 to 77-8 . 548%%* 73.0 .120 12.8 .212 23.6
(.125) (.248) (.231)

Oregon 75-7 to 77-8 1.085%** 195.9 .067 6.9 .032 3.3
(.199) (.433) (.305)

Pennsylvania 75-8 to 77-8 1.250%%% 249.0 J674%% 96.2 L639%% 89.5
(.176) (.309) (.266)

Puerto Rico 76-4 to 77-8 =. 501 %%% -39.4 ~.489%*% -38.7 = .522%%% -40.7
except 75-12 (.094) (.146) (.159)

Rhode Island 75-6 to 77-8 1.038% 182.4 .489 63.1 .453 57.3
except 75-12 (.601) (.865) (1.435)

Vermont 75-8 to 77-8 284 32.8 -.519 -40.5 -.383 -31.8
(.207) (.303) (.370)

Washington 75-8 to 77-8 L 758%*% 113.4 .025 2.5 .008 .8
(.126) (.145) (.182)

Note: In Model 1 the dependent variable is the logarithm of nonmonetary determinations and redeterminations minus the
logarithm of average beneficiaries, and the independent variables are a dummy variable for the period in which 95-19
is effective (May 1977 to the end of the sample period, August 1977) and the insured unemployment rate.

In Model 2 the dependent variable is the logarithm of nonmonetary determinations and redeterminations and the
independent variables are those in Model 1 plus the logarithm of average beneficiaries.

Model 3 is the same as Model 2 except that the logarithm of initial claims for FSB is an additional independent
variable. For Rhode Island, the logarithm of initial claims is allowed to have a different coefficient in the
period from April 1975 to December 1975,

Standard errors are in parentheses. The numbers in the table are the coefficients of the dummy variable for
PL 95-19. The % effects are 100(e® - 1) where @ is the coefficient.

*

Significant at the 10% level.
dede

Significant at the 5% level.
dedkede

Significant at the 1% level.
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Table 23

ESTIMATED EFFECTS OF PL 95-19 on TOTAL DENIALS

Model 1 Model 2 Model 3
State Sample Period Coefficient % Effect | Coefficient % Effect | Coefficient 7 Effect

Alaska 75-5 to 77-8 except 77-5 1.016 176.2 1.410%* 309.6 1.785%%* 496.0
(.599) (.537) (.612)

California 75-10 to 77-8 L 916**% 149.9 -.159 -14.7 -.126 -11.8
(.156) (.209) (.236)

Connecticut 75-5 to 77-8 except 77-11, L 954 %k 159.6 1.082% 195.1 1.278%* 259.0
75-12, 77-5 (.336) (.593) (.561)

Maine 75-5 to 77-8 461%% 58.6 .149 16.1 .323%% 38.1
(.218) (.130) (.144)

Michigan 75-8 to 77-8 . 907%%* 147.7 .315% 37.0 L431% 53.9
(.135) (.159) (.221)

New Jersey 75-11 to 77-8 .580% 78.6 ~. 966Xk -61.9 -.703% -50.5
(.312) (.286) (.377)

New York 75-2 to 77-8 . 514%%%k 67.2 .026 2.63 .106 11.2
(.121) (.233) (.221)

Oregon 75-7 to 77-8 1.278%** 258.9 .382 46.5 .350 41.9
(.208) (.472) (.389)

Pennsylvania 75-8 to 77-8 1.355%%k 287.7 .891%* 143.8 L849%% 133.7
(.201) (.371) (.322)

Puerto Rico 76~4 to 77-8 -.326%* -27.8 -.312 -26.8 -.276 -24.1
(.126) (.197) (.215)

Rhode Island 75-6 to 77-8 1.030%% 180.1 .332 39.4 .170 18.5
except 75-12 (.499) (.702) (1.162)

Vermont 75-8 to 77-8 .515% 67.4 -.681% -49.4 -.434 -35.2
(.261) (.341) (.410)

Washington 75-8 to 77-8 .609%%* 83.9 .336 39.9 .290 33.6
(.166) (.307) (.384)

Note: In Model 1 the dependent variable is the logarithm of total denials minus the logarithm of average beneficiaries
and the independent variables are a dummy variable for the period in which PL 95-19 is effective (May 1977 to the
end of the sample period, August 1977) and the insured unemployment rate.

In Model 2 the dependent variable is the logarithm of denials, not available and the independent variables are
those in Model 1 plus the logarithm of average beneficiaries.

Model 3 is the same as Model 2 except that the logarithm of initial claims for FSB is an additional dependent
For Rhode Island, the logarithm of initial claims is allowed to have a different coefficient in the

variable.
period from April 1975 to December 1975.

Standard errors are in parentheses.

PL 95-19.

*

Significant at the 10% level.
ok

Significant at the 5% level.

Fedeke
Significant at the 1% level.
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Table 24

ESTIMATED EFFECTS OF PL 95-19 ON DENIALS, NOT AVAILABLE

Model 1 Model 2 Model 3
State Sample Period Coefficient % Effect | Coefficient 7% Effect | Coefficient 7% Effect
Alaska 75-5 to 77-8 except 77-5 1.255 250.8 1.610%* 400.3 1.711% 453.5
(.738) (.718) (.846)
California 75-10 to 77-8 .859%%* 136.1 -.118 -11.1 -.063 -6.1
(.156) (.240) (.270)
Connecticut 75-5 to 77-8 except 75-11, 75-12, .903%% 146.7 1.484%* 341.1 1.701%%* 447.9
- (.336) (.573) (.524)
Maine 75-5 tc 77-8 L 651 k%% 91.8 L324%% 38.3 L419%%%k 52.0
(.223) (.125) (.149)
Michigan 75-8 to 77-8 . 963%%* 162.0 .169 18.4 .468 59.7
(.187) (.227) (.305)
New Jersey 75-11 to 77-8 .231 26.0 ~1.168%* -68.9 -.379 -31.6
(.342) (.420) (.493)
New York 75-2 to 77-8 . 565% %% 75.9 .116 12.3 .218 24.4
(.128) (.254) (.232)
Oregon 75-7 to 77-8 1.137%%% 211.7 .398 48.9 .386 47.1
(.170) (.384) (.377)
Pennsylvania 75-8 to 77-8 1.114%*% 204.7 .678% 97.0 .633%% 88.3
(.178) (.327) (.253)
Puerto Rico 76-4 to 77-8 ~.389%*% -32.2 -.398% -32.8 —.369 -30.9
(.138) (.214) (.235)
Rhode Island 75-6 to 77-8 except 75-12 1.189** 228.4 .657 92.9 .757 113.2
(.434) (.616) (1.019)
Vermont 75-8 to 77-8 .331 39.2 -.138 -12.9 1.384 299.1
(.529) (.938) (.987)
Washington 75-8 to 77-8 L756%% 113.0 .429 53.6 .849 133.7
(.288) (.539) (.657)
Note: 1In Model 1 the dependent variable is the logarithm of denials, not available minus the logarithm of average

beneficiaries and the independent variables are a dummy variable for the period in which PL 95-19 is effective
(May 1977 to the end of the sample period, August 1977) and the insured unemployment rate.

In Model 2 the dependent variable is the logarithm of denials, not available and the independent variables are
those in Model 1 plus the logarithm of average beneficiaries.

Model 3 is the same as Model 2 except that the logarithm of initial claims for FSB is an additional dependent
variable. For Rhode Island, the logarithm of initial claims is allowed to have a different coefficient in the
period from April 1975 to December 1975.

Standard errors are in parentheses. The numbers in the table are the coefficients of the dummy variable for
PL 95-19. The % Effects are 100(e¥ - 1) where @ is the coefficient.

"Significant at the 10% level.
e

ﬁSignificant at the 5% level.

ek
Significant at the 17 level.
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Table 25

ESTIMATED EFFECTS OF PL 95-19 ON DENIALS, REFUSED SUITABLE WORK

Model 1 Model 2 Model 3
State Sample Period Coefficient 7% Effect | Coefficient % Effect | Coefficient 7% Effect

Alaska 75-5 to 77-8  except 77-5 .156 16.9 .228 25.6 458 58.1
(.487) (.510) (.594)

California 75-10 to 77-8 1.380%** 297.5 .279 32.2 .165 17.9
(.182) (.288) (.320)

Connecticut 75-5 to 77-8 except 75-11, 75-12, -.296 -25.6 .357 42.9 .372 45.1
77-5 (.451) .777) (.808)

Maine 77-5 to 77-8 . 682%* 97.8 .375 45.5 .785% 119.2
(.313) (.278) (.301)

Michigan 75-8 to 77-8 . 716%*% 104.6 -.071 -6.9 .029 2.9
(.205) (.269) (.378)

New Jersey 75-11 to 77-8 .833% 130.0 -.415 -34.0 .249 28.3
(.430) (.644) (.842)

New York 75-2 to 77-8 .269 30.9 .482 61.9 .597 81.7
(.177) (.372) (.359)

Oregon 75~7 to 77-8 2.685%*% 1365.8 1.883%* 557.3 1.863*%* 544.3
(.356) (.862) (.863)

Pennsylvania 75-8 to 77-8 L416% 51.6 .470 60.0 .423 52.7
(.241) (.467) (.422)

Puerto Rico 76-4 to 77-8 -1.889%xx -84.9 —1.942%%% -85.7 ~1.728%%* -82.2
(.250) (.389) (.386)

Rhode Island 75-6 to 77-8 except 75-12 .049 5.0 .296 34.5 .570 44.8
(.359) (.520) (.851)

Vermont 75-8 to 77-8 1.433%% 319.1 -.080 -7.7 ~-.447 -36.1
(.527) (.854) (1.045)

Washington 75-8 to 77-8 .007 0.7 .043 4.4 -.034 -3.3
(.293) (.557) (.698)

Note: 1In Model 1 the dependent variable is the logarithm of denials
average beneficiaries and the independent variables are a dummy variable for the period in

, refused suitable work minus the logarithm of
which PL 95-19 is

effective (May 1977 to the end of our sample period, August 1977) and the insured unemployment rate.

In Model 2 the dependent variable is the logarithm of denials, refused suitable work and the independent

variables are those in Model 1 plus the logarithm of average beneficiaries.
Model 3 is the same as Model 2 except that the logarithm of initial claims for FSB is an additional dependent

variable.

period from April 1975 to December 1975.

Standard errors are ian parentheses.

*
Significant at the 10% leavel.

sk
significant at the 5% level.

Sedede
Significant at the 1% level
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Model 1 is based on the idea that the dependent variable is a con-
stant fraction of average beneficiaries after allowing for the effects
of the IUR. Denial rates are expected to be negatively related to the
IUR since there may be less valid reasons for refusing job offers or for
not actively seeking work when the unemployment rate is low and more jobs

are available.

Model 2 suggests that the dependent variablé is not a constant frac-
tion of the number of beneficiaries but that the number of denials may be
affected by the number of FSB claimants who file continued claims. If;
for example, the number of FSB claimants ;gcfeases rapidly, the UI staff
in the local office may be forced to spend less time with redetermination
referrals. Under these conditions the number of denials, as a percentage

of the number of claimants, may fall.

Model 3 relates the number of denials to the number of initial
claimants. Here the assumption is made that denials may vary with the
number filing an initial claim. If the number of initial claims increases
rapidly, the urgency of providing benefit payments may cause the claimant
staff to reduce the percentage of claims that are referred for adjudication.
The three models examine the denials under three separate assumptions

about the operation of the FSB program.

Determinations

The results for nonmmonetary determinations and redeterminations are
presented in Table 22. The estimates indicate significant positive ef-
fects in 9 of the 13 Stétes. The results may be interpreted to mean
that in Alaska there was a 3967 increase in the number of nonmonetary
determinations and redeterminations as a result of the enactment of
PL 95-19. 1In California, there was a 1437 increase in the nonmonetary
determinations and redeterminations. Connecticut had an 887 increase;
Michigan had a 194% increase; New York had a 74% increase; Oregon had a

196% increase; Pennsylvania had a 2497 increase; Rhode Island had a 182%
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increase; and Washington had a 113% increase in nonmonetary determinations.
In Maine, New Jersey, and Vermont the enactment of PL 95-19 had no signif-

icant impact on the number of nonmonetary determinations.

Models 2 and 3 do not show nearly as many signifcant effects of
PL 95-19. Thus, when determinations are viewed as a constant fraction of
the number of beneficiaries, there is the greatest evidence that PL 95-19
causes a dramatic increase in the number of nonmonetary determinations.
Although the percent increase varied across the States, the conclusion

of a positive impact is unmistakeable.

Total Denials

The regression results for the impact of PL 95-19 on total denials
’are presented in Table 23. Model 1, in which the number of total denials
is viewed as a constant fraction of'the number of FSB beneficiaries, pro-
vides the greatest number of significant coefficients for the PL 95-19
variable. Eleven of the 13 States have significant positive coefficients
and one State, Puerto Rico, has a significant negative coefficient. The
variable for PL 95-15 is not significant as often in Models 2 and 3 and
the direction of the impact is often different (see New Jersey for an
example of a State in which the law seems to have a positive or negative
impact depending on the modgl). If total denials are regarded as some
percentage of all FSB beneficiaries (Model 1), then PL 95-19 caused total
denials to rise sharply in 11 of the 13 States. The percent increase in

denials ranged from a low of 597 in Maine to a high of 288% in Pennsylvania.

As was true of the impact of PL 95-19 on determinations, the magni-
tude of the impact of PL 95-19 on total denials varied from State to State.
It is not known what factors are responsible for such variance, although
it is likely that the administrative procedures of the State affected the
implementation of the law. The magnitude of the impact also may have been

affected by the rate of denials before PL 95-19 was enacted.

79



Denials for Not Able to or Available for Work

The estimated effects of PL 95-19 on the number of denials for not
being able or available are given in Table 24. Model 1 has a significant
negative effect in Puerto Rico and significant positive effects in 9
States. Significant positive effects range from a 76% increase in denials
in New York to a 228% increase in denials in Rhode Island. Most of the
significant increases are greater than 100%, which means that, after
accounting for the number of beneficiaries, the number of denials more
than doubled. Models 2 and 3 continue to provide conflicting evidence
regarding the impact of PL 95-19. There are fewer significant coeffi-
cients, more negative coefficients, and the magnitude of the impact

varies with those observed in Model 1.

Denials for Refusal of Suitable Work

The results of the impact of PL 95-19 on denials for refusal of
suitable work are presented in Table 25. When denials for refusal of
suitable work are regarded as a constant function of the number of FSB
beneficiaries (Model 1), the impact of PL 95-19 is seen to be most often
significant. Significant positive results are observed for 7 of the 13
States and the results are negative for Puerto Rico. The range of values
for the percentage increase is greater for this measure of denials than
for any of the other measures, primarily because of the small number of
denials and the fact that a small increase in the number of denials for
refusal of suitable work could lead to a large percentage increase in the

impact of PL 95-19. This is certainly what happens in this instance.

Models 2 and 3 do not provide as many significant effects of the law
as does Model 1. 1In all the States in which there are signifcant effects
the result is at least a doubling of the total number of denials. 1In
California, there is a 248% increase in denials; in Michigan there is a
105% increase; and Oregon an unusually high 366% increase resulted from
a sharp decline in the number of FSB beneficiaries coupled with a large

rise in the number of denials for refusing suitable work.

The regression results for nonmonetary determinations and redeter-

minations, total denials, denials for not being able to and available for
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work, and denials for refusal of suitable work are somewhat conclusive.
For all four variables the estimated effects in Model 1 indicate a
strong positive effect of PL 95-19. The percentage effects are largest
on denials for refusal of suitable work. This is consistent with the
fact that PL 95-19 made the most significant changes for this category

of denials.

For Models 2 and 3 the results are somewhat ambiguous. However,
even in these models the estimated effects are generally positive.
Significant positive effects outnumber significant negative effects
(all but one of the significant negative effects appear in either New
Jersey or Puerto Rico). These Models confirm a positive effect of PL
95-19 but not with the same robustness of Model 1.

Thus, the results indicate that PL 95-19 did have a positive ef-
fect on nonmonetary determinations and redeterminations, total denials,
denials for not being able to and available for work, and denials for
refusal of suitable work. The strength of this conclusion does depend
on which model is used. The evidence is strongest using the simplest
and most restrictive model. Using the less restricted models the evi-
dence is more ambiguous but still points toward the conclusion of a

positive effect of PL 95-19.

Summary

The short-run analysis and time-series analysis provide alternative
views of measuring the impact of the law. 1In both approaches it was

clear that PL 95-19 had the impact that was expected:

e The number of individuals who received FSB during an average
week was reduced to almost one-half the totals of the period
preceding the enactment of the law.

e The number of people who filed an initial claim and the number
of people who received a first payment were not significantly
affected. Thus, PL 95-19 did not restrict access to the FSB
program.

e The number of denials increased sharply as a result of PL 95-19.
Almost all States has increases in some measure of the number of
denials.

e The impact of PL 95-19 varied considerable across the States.
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This report does not, however, go into the individual ccmponent of
the impact of PL 95-19. Beuind the statistics on reduced entitlement,
fewer beneficiaries, and increased denials are individuals who were di-
rectly affected by the enactment of the law. The impact of the law on

the individual as well as a more complete description of the FSB popula-

tion will be the subject of the second report of this series.
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