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New Highs in Unemployment Insurance
Claims

BY AISLING CLEARY, JOYCE KWOK, AND ROB VALLETTA

Unemployment insurance benefits have been on an upward trend over the past two
decades, partially reversing an earlier decline. The trend is associated with shifts toward a
higher share of job losers among the unemployed and longer durations of unemployment,
which may cause benefits to lapse for some recipients as labor market weakness persists.

The number of ongoing claims for unemployment insurance (Ul) benefits reached a historic high in the
United States earlier this year. Given the severity of the current economic downturn, a high level of
claims is to be expected, reflecting the Ul system’s primary goal of providing temporary income support
to workers who are involuntarily unemployed. The degree to which the Ul system meets this goal
depends in part on the extent to which eligible workers actually receive Ul benefits. Researchers have
documented a decline in Ul receipt among eligible workers during the 1970s and 1980s, which partially
offset the program’s role as a source of income support during economic downturns. In this Economic
Letter, we update past work on trends in Ul receipt. Our analyses identify an upward trend in Ul receipt
over the past two decades as the composition of the unemployment pool has shifted toward permanent
job losers, which has partially reversed the earlier decline. However, this effect may have been offset by
the lengthening of unemployment spells that occurred during the same period. This is likely to cause Ul
benefits to lapse for some recipients as the current downturn continues.

Program history

The U.S. Unemployment Compensation Program, commonly referred to as Ul, was created in 1935 by
the Social Security Act. The program is jointly financed through federal and state employer payroll taxes.
The tax rate for each employer depends on the past frequency of Ul claims filed by its former employees
(“experience rating”). By providing temporary partial wage replacement to workers who are involuntarily
unemployed, Ul benefits help sustain purchasing power during cyclical downturns, thereby functioning
as an automatic stabilizer for the economy. Almost all regular state programs provide a maximum of 26
weeks of benefits. In addition, UI’s role as an automatic stabilizer in the face of severe economic
downturns is reinforced by the availability of an additional 13 weeks of extended benefits for Ul
recipients in states where the unemployment rate exceeds a state-set trigger level. Additional federal
extensions are periodically enacted during times of high unemployment when benefits are exhausted at a
high rate. Such extensions were approved twice in 2008 and again in February 2009.

The program was originally made available to employees of private businesses employing eight or more
workers. Coverage has expanded greatly since the 1950s. In 2006, 96.4% of civilian wage and salary
workers were covered by the unemployment insurance system (U.S. House of Representatives 2008). In
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addition to the requirements that workers not be unemployed through their own choice and, in most
states, that they be available for full-time work, eligible claimants must have met a base earnings
requirement in their prior jobs over a preceding four-quarter period. These vary widely by state, ranging
from $130 in Hawaii to $4,291 in North Carolina in 2008 (U.S. House of Representatives 2008). The
amount and duration of weekly benefits also vary by state and are generally limited to a fixed fraction of
the claimant’s prior wage, up to a maximum level. The average weekly benefit in 2007 was $288,
replacing slightly over a third of the average weekly wage in the United States.

Recipiency trends

Ul usage is subject to wide cyclical fluctuations, generally rising during recessions and falling during
recoveries, consistent with the system’s role as an automatic stabilizer. However, Ul usage also exhibits
long-term, secular trends. These patterns can be seen in Figure 1, which displays a consistent measure of
Ul usage that is available back to 1967: the Ul recipiency rate, which is calculated by dividing the weekly

number of claims filed by the total
number of unemployed as counted in
the monthly labor force survey (the
Current Population Survey, or CPS)
conducted by the Bureau of Labor
Statistics. In addition to the actual 50+
value of the rate, the figure shows a
smoothed trend line generated using a
statistical procedure that extracts the
long-term trend and excludes short-
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This secular decline in Ul claims

during the early 1980s is closely related to the decline in the take-up rate, defined as the percentage of
Ul-eligible individuals who claim and receive Ul payments. Blank and Card (1991) found that most of the
take-up rate decline was attributable to falling unionization and unemployment shifts toward states with
lower Ul take-up rates. Lower rates of unionization affect Ul take-up because unions provide resources
that ease filing procedures for members. The variation in take-up rates across states is less easily
explained but probably reflects cross-state differences in cultural norms regarding participation in public
programs. The analysis of Anderson and Meyer (1997) indicates that the further decline in Ul recipiency
that is not explained by union and state effects is largely attributable to increasing taxation of Ul benefits
between 1979 and 1987, which reduced the net after-tax value of benefits and thereby decreased filing
incentives.

Figure 1 also shows that, since reaching a low in the early to mid-1980s, the Ul recipiency rate increased
modestly through about 2003, partially reversing the prior downward trend. The recent upward trend in
Ul recipiency is even more pronounced and consistent in Figure 2, which depicts the monthly ratio of

new Ul claims relative to the number of newly unemployed individuals, defined as those out of work less
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than five weeks. This figure also Figure 2

displays the actual values and a Ul recipiency rate among the newly unemployed
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Ul claims via phone or Internet, and

had closed local offices, increasing the ease and lowering the cost of filing for benefits (Ebenstein and
Stange 2008). However, using comprehensive data for all states from 1989 to 2006 and a careful
research design that relied on the exact timing of state changes in filing procedures, Ebenstein and
Stange found virtually no evidence to support the hypothesis that the shift to easier filing methods

boosted recipiency rates.

An alternative explanation relates to the changing composition of the unemployment pool. In the CPS,
the unemployed are categorized into four groups based on the reason they became unemployed: new
entrants to the labor force, reentrants to the labor force, voluntary job leavers, and job losers due to
permanent and temporary layoffs, firings for cause, or completion of temporary positions. The first three
groups generally are ineligible for Ul compensation because they do not meet the base earnings

Figure 3
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thresholds and the requirement of
involuntary job loss.

Over time, however, the composition
of the unemployment pool has shifted
away from these ineligible groups and
toward job losers. The shift primarily
reflects a declining share of labor force
entrants in the unemployment pool.
This in turn results from the declining
share of young workers in the labor
force and the increasingly consistent
labor force attachment of women
(Abraham and Shimer 2002). The
resulting increase in the share of job
losers in the unemployment pool can
be seen in Figure 3, which depicts the
share of this group among newly
unemployed individuals since 1976. At
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the start of the period, job losers constituted about 40% of the newly unemployed on average. Since then,
the underlying trend has been upward, reaching a recent high of 65%. The resulting increase in the share
of job losers in overall unemployment directly increased Ul recipiency among the unemployed by
increasing the percentage of workers who are eligible for benefits.

This discussion raises the question of why we see a more pronounced upward trend in the ratio of new
Ul claims to the newly unemployed (Figure 2) than we see for the ratio of continuing claims to the total
number unemployed (Figure 1). The explanation relates to a side effect of the rising share of job losers in
the unemployment pool. Because job losers on average endure longer unemployment spells than do
individuals unemployed for other reasons, the rising share of job losers has contributed to an increase in
typical unemployment durations over the past few decades (Valletta 2005). Individuals with short
expected unemployment durations often do not file Ul claims. As a result, rising expected durations
causes a higher incidence of initial claims among the newly unemployed. However, at the same time, the
rising incidence of long spells of unemployment of 26 weeks or more causes an increasing number of
filers to exhaust benefits. That causes the upward trend in overall Ul recipiency to fall short of the
upward trend for new filers.

Current claims

In late June 2009, the number of ongoing weekly Ul claims had reached about 6.9 million, the highest
level ever recorded. The number of initial claims appears to have peaked in late March 2009 at a level
that is very close to the historical high reached in late 1982. As a share of the labor force, however, both
series remain well below their historical peaks. This partly reflects a downward trend in Ul recipiency
evident after the mid-1970s, which was not fully offset by the subsequent upward trend arising from an
increased share of job losers in overall unemployment. The net impact of these long-term trends has
been to mildly offset Ul’s role as an automatic stabilizer for the economy. Moreover, most forecasters
expect the current labor market weakness to continue for many more months. If this occurs, the
resulting rise in unemployment durations will cause some Ul claimants to exhaust their regular and
extended benefits, which will further offset the intended roles of Ul payments as an automatic stabilizer
and means of low-income support.

Aisling Cleary
Research Associate, FRBSF

Joyce Kwok
Research Associate, FRBSF

Rob Valletta
Research Advisor, FRBSF

References

Abraham, Katharine, and Robert Shimer. 2002. “Changes in Unemployment Duration and Labor Force
Attachment.” In The Roaring Nineties, eds. Alan Krueger and Robert Solow. New York: Russell Sage
Foundation.

Anderson, Patricia M., and Bruce D. Meyer. 1997. “Unemployment Insurance Takeup Rates and the After-Tax Value
of Benefits. The Quarterly Journal of Economics 112(3) pp. 913—937.

Blank, Rebecca M., and David E. Card. 1991. “Recent Trends in Insured and Uninsured Unemployment: Is There an
Explanation?” The Quarterly Journal of Economics 106(4) pp. 1157—1189.


http://www.frbsf.org/economics/economists/staff.php?rvalletta

FRBSF Economic Letter 2009-28 September 8, 2009

Ebenstein, Abraham, and Kevin Stange. 2008. “Does Inconvenience Explain Low Take-up? Evidence from Ul
Claiming Procedures.” University of Michigan working paper (December).

U.S. House of Representatives, Committee on Ways and Means. 2008. “Unemployment Compensation.” In
Background Material and Data on the Programs within the Jurisdiction of the Committee on Ways and
Means, 110th Congress. Washington, DC: U.S. Government Printing Office.
http://waysandmeans.house.gov/media/pdf/111/uc.pdf

Valletta, Robert G. 2005. “Rising Unemployment Duration in the United States: Causes and Consequences.”
Manuscript, Federal Reserve Bank of San Francisco (May).

Recent issues of FRBSF Economic Letter are available at

http://www.frbsf.org/publications/economics/letter/

2009-27 Credit Market Conditions and the Use of Bank Lines of Credit James
http://www.frbsf.org/publications/economics/letter/2009/el12009-25.html

2009-26 Growth Accounting, Potential Output, and the Current Recession Fernald / Matoba
http://www.frbsf.org/publications/economics/letter/2009/el12009-26.html

2009-25 Have the Fed Liquidity Facilities Had an Effect on Libor? Christensen
http://www.frbsf.org/publications/economics/letter/2009/e12009-25.html

2009-24 Did Welfare Reform Work for Everyone? A Look at Young Single Mothers Daly / Kwok
http://www.frbsf.org/publications/economics/letter/2009/el2009-24.html

2009-23 Macroeconomic Models for Monetary Policy: Conferenc e Summary Swanson
http://www.frbsf.org/publications/economics/letter/2009/e12009-23.html

2009-22 A View of the Economic Crisis and the Federal Reserve’s Response Yellen
http://www.frbsf.org/publications/economics/letter/2009/el2009-22.html

2009-21 Employer Health Benefits and Insurance Expansions: Hawaii's Buchmueller / DiNardo /
Experience Valletta
http://www.frbsf.org/publications/economics/letter/2009/el2009-21.html

2009-20 Fighting Downturns with Fiscal Policy Leduc
http://www.frbsf.org/publications/economics/letter/2009/el12009-20.html

2009-19 How Big Is the Output Gap? Weidner / Williams
http://www.frbsf.org/publications/economics/letter/2009/el12009-19.html

2009-18 Jobless Recovery Redux? Daly / Hobijn / Kwok
http://www.frbsf.org/publications/economics/letter/2009/el12009-18.html

2009-17 The Fed’s Monetary Policy Response to the Current Crisis Rudebusch
http://www.frbsf.org/publications/economics/letter/2009/el2009-17.html

2009-16 U.S. Household Deleveraging and Future Consumption Growth Glick/Lansing
http://www.frbsf.org/publications/economics/letter/2009/el2009-16.html

2009-15 A Minsky Meltdown: Lessons for Central Bankers Yellen
http://www.frbsf.org/publications/economics/letter/2009/el2009-15.html

Opinions expressed in FRBSF Economic Letter do not necessarily reflect the views of the management of the Federal Reserve Bank of
San Francisco or of the Board of Governors of the Federal Reserve System. This publication is edited by Sam Zuckerman and Anita
Todd. Permission to reprint portions of articles or whole articles must be obtained in writing. Please send editorial comments and

requests for reprint permission to Research.Library.sf@sf.frb.org.




<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /PageByPage
  /Binding /Left
  /CalGrayProfile (Gray Gamma 2.2)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.6
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket true
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.1000
  /ColorConversionStrategy /sRGB
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType true
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness true
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Preserve
  /UCRandBGInfo /Remove
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
    /Arial-Black
    /Arial-BlackItalic
    /Arial-BoldItalicMT
    /Arial-BoldMT
    /Arial-ItalicMT
    /ArialMT
    /ArialNarrow
    /ArialNarrow-Bold
    /ArialNarrow-BoldItalic
    /ArialNarrow-Italic
    /ArialUnicodeMS
    /CenturyGothic
    /CenturyGothic-Bold
    /CenturyGothic-BoldItalic
    /CenturyGothic-Italic
    /CourierNewPS-BoldItalicMT
    /CourierNewPS-BoldMT
    /CourierNewPS-ItalicMT
    /CourierNewPSMT
    /Georgia
    /Georgia-Bold
    /Georgia-BoldItalic
    /Georgia-Italic
    /Impact
    /LucidaConsole
    /Tahoma
    /Tahoma-Bold
    /TimesNewRomanMT-ExtraBold
    /TimesNewRomanPS-BoldItalicMT
    /TimesNewRomanPS-BoldMT
    /TimesNewRomanPS-ItalicMT
    /TimesNewRomanPSMT
    /Trebuchet-BoldItalic
    /TrebuchetMS
    /TrebuchetMS-Bold
    /TrebuchetMS-Italic
    /Verdana
    /Verdana-Bold
    /Verdana-BoldItalic
    /Verdana-Italic
  ]
  /AntiAliasColorImages false
  /CropColorImages true
  /ColorImageMinResolution 150
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 72
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages false
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasGrayImages false
  /CropGrayImages true
  /GrayImageMinResolution 150
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 72
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages false
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.76
    /HSamples [2 1 1 2] /VSamples [2 1 1 2]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 15
  >>
  /AntiAliasMonoImages false
  /CropMonoImages true
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 600
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects true
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e55464e1a65876863768467e5770b548c62535370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc666e901a554652d965874ef6768467e5770b548c52175370300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /DAN <>
    /DEU <>
    /ESP <>
    /FRA <>
    /ITA (Utilizzare queste impostazioni per creare documenti Adobe PDF adatti per visualizzare e stampare documenti aziendali in modo affidabile. I documenti PDF creati possono essere aperti con Acrobat e Adobe Reader 5.0 e versioni successive.)
    /JPN <>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020be44c988b2c8c2a40020bb38c11cb97c0020c548c815c801c73cb85c0020bcf4ace00020c778c1c4d558b2940020b3700020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken waarmee zakelijke documenten betrouwbaar kunnen worden weergegeven en afgedrukt. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /PTB <>
    /SUO <>
    /SVE <>
    /ENU (Use these settings to create Adobe PDF documents suitable for reliable viewing and printing of business documents.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
  >>
>> setdistillerparams
<<
  /HWResolution [600 600]
  /PageSize [612.000 792.000]
>> setpagedevice




