ADEQUACY OF UNEMPLOYMENT BENEFITS IN THE
DETROIT AREA DURING THE 1938 RECESSION

DANIEL CREAMER AND ARTHUR C. WELLMAN *

THE INAUGURATION OF unemployment benefit
payments in Michigan in July 1938 coincided with
the trough of a short but severe recession. A
provious article ! indicated that during the first
benefit year in Michigan, nearly half of the benefit
recipients exhausted their benofit rights.? This
fact was taken as presumptive ovidence that the
duration of benefits under those circumstances was
inadequate. It is helpful, however, to test the
presumption. If most beneficiaries who exhaust
benefit rights are reemployed within a short time
after the receipt of their last benefit payment, the
failure of unemployment benefits to compensate all
unemployment may not be too scrious. The
situation is scrious, however, from the standpoint
of beneficiaries and of the community, if workers
remain unemployed for weeks or months after they
have exhausted their rights to benefits.

For this rcason an attempt was made to de-
termine the reemployment experience of bene-
ficiaries who exhausted benefit rights and to
ascertain how many of them were obliged to
obtain unemployment relief, i. e¢., general relief
and/or employment on Federal work projects.
The experience of beneficiaries in the Detroit
aren (Wayno County) during the benefit year
ended June 30, 1939, was sclected for analysis.
These beneficiaries constituted more than one-
half of all benefit recipients in Michigan during
that first benefit year, and their benefit rights did
not differ significantly from those that acerued to
the total group. The analysis is based on a 10-
percent random sample of beneficiaries who filed
a first compensable claim in July, August, or

*This articlo summarizes the major Aindings of o study mado by tho Burcau
of Employment Security, Research and Statistics Dlivislon, of which
Mr. Creammer was a member, in cooperation with the Michigan Un-
employmont Compensation Cominlssion, Research, Statlstics, and Planning
8ection, of which Mr. Wellman is a member.  Tho complete roport Is to be
published by the Bureau of Employment 8Sccurity as Employmeont Sccurity
Momorandum No. 14,

! 8tanchficld, I’aul L., ““T'he Adequacy of Benofit Duration In Michigan,
1938-30: A Burvey of Experienco in a Minor Depression,” Soclal Security
Bulletin, Vol. 3, No. ¢ (Soptember 1010), pp. 19-28.

3 Under tho Michigan unemployment componsation law, bonefit years ond
4 times a yenr at tho ond of ench calendar quarter. Tho first benofit year

onded on June 30, 1939, and included all claimants who first filed a compen-
sable clatin lu July, August, or 8cptember 1038,
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September 1938 and whose last claim was filed in
Wayne County.?

This sample included nearly 15,000 bencficiaries,
Of this number, 6,941, or 46.5 percent of the total,
exhausted their benefit rights. About 73 percent
of the latter had exhausted their benefits by De-
cember 31, 1938, 6 months before the end of the
benefit yoar. Expressed as a weighted average,
tho potential duration of uncompensated unem-
ployment within the benefit year, for beneficiaries
who exhausted their benefit rights, was 6 months.

The reemployment experionce of workers who
had eoxhausted benefits was investigated first by
analyzing the wage reports submitted quarterly
to the Michigan Unemployment Compensation
Commission by employers of ecight or more
workers.* Theso quarterly wage reports do not
include sclf-employment, employment in excluded
industries such as agriculture and domestic serv-
ico, or covered employment in establishments with
less than eight employees. Nor do they include
any record of earnings in any other State.

Some of the gaps in the wage reports made
under the State unemployment compensation law
were partially overcome by use of the wage
records of the Bureau of Old-Age and Survivors
Insurance of the Social Security Board for bene-
ficiaries for whom no carnings had been reported
to the Michigan agency and for whom there was
no record of relief after the exhaustion of benefits.
The wage records of the Burecau are based on
wages from covered employment in any Stato
without regard to the sizo of establishment or
the State in which the employer is located, and
hence afforded a more inclusive record of wages
in covered employment than did the reports under
the Michigan unemployment compensation law.

$ Tho boneflit ledgers of all benoficlarios In tho Btato who filed first com-
ponsable clalms in the third quartor of 1038 wore arrangod by soclal socurity
account number. From these lodgers evory tenth lodger of boneficlarios
filing tho last componsablo olafin in a Wayne County offics was withdrawn
for tho sample.

¢ Employmont with omploycrs of elght or more is termod *‘subjoct’ em-
ployment, Employmont undor tho old-age and survivors insurancs program
is “covered” employment. The latter torm is also used in goneral to include
both types of omployment,



Table 1.——Number of bengficiaries exhausting benefits in Wayne County! and percentage distribution according
to quarter of reemployment,? by sex and by quarter of exhaustion

Porcontago distribution by quartor of reomployment ? following quarter
Numblor of of oxhaustion
Sex and quarter of exhaustion %"‘Emfsrﬁﬂgs - o - -
enofits amo rst Bccon Third
Total None quarter quarter quarter quarter
All benoficlaries....... . 6,720 100.0 3.8 33.9 17.3 8.4 6.8
Fourth quarter 1038 . 4,838 100.0 37.8 28.4 15.4 8.9 9.4
First quarter 1930. .. - o7 100.0 26.0 44.6 15.0 13.8
8eoond quartor 1939 008 100.0 10.3 52.0 .
Mon, total. ...t ciiecaaaan. 5,404 100.0 30.8 35.2
Fourth quarter 1038 3,808 100.0 3.5 20.8
First quartor 1939..._... 774 100.0 24.8 43.2
Becond quarter 1930 732 100.0 18.2 54.0
Women, total. ... _._...__. 1,318 100.0 44.9 20.1
Fourth quarter 1938 937 100.0 51.8 22,3
First quarter 1939_______ 203 100.0 31.5 50.2
Becond Quarter 1939. .. ..o receceemec—————- 170 100.0 2.9 40.9

! Basod on 10-percent sample solected at random from approximately
180,000 benoficlaries of unemploymont compensation In Waﬁno County
Mich., whose benofit 1smm' onded June 30, 1 Of tho 6,041 who exhaustod
benofit rights, wago flles of 221 woro In uso at timo of survey.

It was not possible to determine the extent to
which beneficiaries might have obtained reemploy-
ment in noncovered industries. It would scem,
however, that this gap is not of importance for
benefit recipients in a highly industrialized arca
such as Detroit—and thoy were all resident in
that aroa when they filed their last claim for
bencfits.

The wage records furnish no more preciso time
unit than the calendar quarter, since the om-
ployer is required to report only the aggregate
quarterly earnings paid each covered worker. In
the study, reemiployment is defined as quarterly
earnings of at least $50 in any one calendar
quarter beginning with the quarter in which ox-
haustion of benofits occurred. While this defini-
tion is arbitrary, it has some relation to the
provision of the Michigan Unemployment Com-
pensation Act which requires, as qualification for

! Caloendar quarter in which carnings were at loast $50 was considered
quartor of reomployment,

bonefits, earnings of at least $50 in cach of 2 of
the 4 quarters in the base period, with minimum
aggregate base-period earnings of $200.

The analysis of the wage records of the Michigan
unemployment compensation agency was under-
taken in IFebruary 1940, at which time the files
contained reports for the 4 quarters which began
October 1, 1938, and cended September 30, 1939.8
In appraising these reemployment data, it should
be remembered that the trough of the decline in
employment in Michigan occurred in July 1938,
and the subsequent increase in employment con-
tinued throughout the remainder of 1938 and all
of 1939 without interruption. This rise in general
employment should mean, therefore, that the

¢ Tho basoe porlod for Initial claims filed in tho first quarter of 1040. At the
timo of the analysis, tho wage flles of 221 of the beneficlaries with oxhausted
benefits In the 10-porcent samplo wero in use. In torms of personal character-

istics of tho beneficlarles, the withdrawal of these records seems to havo been
randoin,

Table 2.—~Number of beneficiaries exhausting benefits in Wayne County ! and percentage distribution according
to number of quarters reemployed,® by sex and by quarter of exhaustion

Percentago distribution by number of quarters reemployed Porcont ro-

_y“"l.b‘l’;"g; emnployed
8ex and quarter of exhaustion exhausting in all possi-

benefits Total None 1 2 3 4 "“’t (;:_‘a“"'
All beneficiaries 6, 720 100.0 33.0 20.5 20.5 10.7
Fourth quarter 1038 4,838 100.0 37.8 16.0 14.7 16.8
First quarter 1939_ . 077 100.0 26.0 25.0 20.5 18.9
Becond quarter 1930 008 100.0 19.3 39.3 41. 4 41.4
Men, total ... ... 5, 404 100.0 30.8 20.0 20.8 21.8
Pourth quarter 1938 _.21111111110 ) 808 100.0 34.5 10,2 16.0 17.1
First quarter 1939_. ... ... .. ... ... 774 100. 0 24,8 26.0 28.0 21.8
Becond quarter 1930. ... ... .. .o cioiiiiiiecan.. 732 100.0 18,2 38.6 43.3 43.3
‘Women, total 1,316 100.0 44.9 20.3 10. 8 11.3
Fourth quarter 1938 037 100.0 518 15.2 13.6 7.8
First quarter 1930._. 203 100.0 315 24.1 35.0 0.4
Becond quarter 1939 170 100.0 2.9 42,6 33.5 33.8

1 8ee table 1, footnote 1.

1 8eo table 1, footnotoe 2.
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later tho exhaustion of benefits occurred in the
benefit year the better were the chances of reem-
ployment. Within these terms, then, it is possible
to inquire how many beneficiaries obtained reem-
ployment and how closely reemployment followed
exhaustion of benefits. It is also possible to

estimate the duration of uncompensated unem-
ployment.

Extent of Reemployment
Quarter of Reemployment
One-third of the beneficiaries in the 10-percent
sample were reemployed, after the exhaustion of
benefits, in the same calendar quarter in which
they exhausted their benefit rights (table 1).
By September 30, 1939 (i. e., as many as 3 calen-
dar quarters following oxhaustion of benefits for
72 percent of the sample) two-thirds of the bene-
ficiaries had found reemployment. One-third,
however, failed to carn as much as $50 in covered
employment, in Michigan or clsewhere, in any one
quarter in the period surveyed, beginning with
thequarter of exhaustion. Nearly one-fourthof the
beneficiaries had no recorded carnings.®
That the survey period (October 1, 1938-
September 30, 1939) coincided with a period of
increasing employment opportunities is partially
reflected in the fact that the immediacy and extent

$Death records of boneficlaries In the sample were not checked; doaths would
account for some, but not a large number, of those who falled to obtaln
reemploymeont. It should be mentioned also that those who were not reem-
ployed until tho first, sccond, or third quarter following the quarter of
exhaustion of henofits may have had prior Jobs in Michigan or clsowhore In
employmeont not subject to the provisions of the Michigan unemployment

compensation law or covered by the Federal old-age and survivors insurance
program,

14

of reemployment varies with respect to the dif-
ferent quarters of exhaustion. Thus, of the
beneficiarics who had drawn all their benefits in
the fourth quarter of 1938 only 28 percent were
reemployed in the same quarter; the corresponding
percentages were 45 and 52, respectively, for those
who cxhausted benefits in the first and second
quarters of 1939. TFurthermore, of the benefi-
ciaries who exhausted benefit rights in the fourth
quarter of 1938, 38 percent did not succeed in
obtaining reemployment, despite the longer period
they had in which to find employment. Com-
parable percentages for those initiating post-
exhaustion periods in the first and second quarters
of 1939 wero 26 and 19, respectively. There were
some differences in the reemployment experience
of the men and women. Relatively more women
failed to become reemployed than was the case
with men, irrespective of the quarter of exhaustion.
For those reemployed in the survey period, how-
ever, tho speed with which jobs were found was
about the same for both men and wonen.

Reemployment Measured by Earnings

In view of the more or less arbitrary definition
of reemployment adopted—i. e., quarterly earnings
of at least $50—it is pertinent, within the limita-
tions of the data, to inquire into the duration of
the reemployment, as reflected by the quarterly
distribution of earnings as well as by the total
amount of the earnings. In how many quarters,
for cexample, did beneficiaries have quarterly
carnings of at least $50 (table 2)?

Table 3.—Number of beneficiaries exhausting benefits in Wayne County ! and porcentage distribution according
to amount of post-exhaustion earnings, by sex and by quarter of exhaustion

Number of Pereontago distribution by amount of post-exhaustion earnings
benefi-
8ox and quarter of exhaustion lcllm'lti? $100 $200 $300 s 760~ | $1,000 $1,500
oxhaustin - - - 400- -
bonofits - | Total | Nono | $1490 | $50-090 | 150™ | 200" | %300™ | "G00 | ‘740 | ‘900 | 1doo snd
All bonoficiaries...... 6, 720 100.0 23.6 8.4 0.9 10. 8 9.1 7.1 5.6 0.0 7.8 0.8 1.6
Fourth quarter 19 4,835 | 100.0 21.3 9.0 6.2 7.4 0.8 5.5 4.8 9.0 8.9 12.6 1.9
First quartor 1030. . 077 100.0 10.9 7.4 0.7 12,9 12.6 10.8 5.8 1.7 6.3 4.5 1.4
8econd quarter 1039 008 | 100.0 1.3 6.5 8.0 24.2 17.7 12.1 0.1 0.5 1.3 IS 18 PR,
Mcllkloll\l ............................... 5, 404 100.0 21. 4 8.1 0.0 9.6 8.8 7.1 5.0 10,9 8.6 11.9 1.9
Fourth quarter 1938 3,808 100.0 24.4 8.7 5.7 6.7 0.0 5.8 4.0 10.4 9.8 15.3 2.3
First quarter 1030. ... 774 100.0 15.9 7.2 8.9 1.7 10.4 11.0 6.3 13.3 8.0 5.0 1.7
Bccond quartor 1039.. 732 | 100.0 1.2 5.7 7.1 22.2 17.3 12.4 10. 4 11.8 1.6 NI PO
Women, toted ... aeeea.. 1,310 100.0 32.7 9.8 8.6 14.06 1.8 7.2 5.3 5.5 3.6 .8 4
Fourth quarter 1038.................. 037 | 100.0 30.1 10.2 7.0 10.8 8.1 5.8 5.8 6.3 8.0 1.2 .7
First quarter 1030_..______. .. .. .... 203 100.0 21.2 7.9 12.8 17,3 21,1 10,3 3.4 6.6 |..... R P N ]
8econd quarter 1030 . _.___.._.._..._. 176 { 100.0 11.90 9.0 11.9 32.0 18.7 10.8 4.0 ) U U RPN I P

1 8eo tabloe 1, footnote 1.
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Of the men who had exhausted benefits in the
last quarter of 1938, only 17.7 percent were em-
ployed in each of the 4 quarters comprising the
survey period. A similar proportion were em-
ployed in each of 1 to 3 quarters. More than 21
percent of the men who claimed their last benefit
in the first quarter of 1939 were employed in each
of the subsequent 3 quarters, while more than 25
percent were employed in each of 1 or 2 quarters.
Of those men who were the last to exhaust benefits,
more than 40 percent were employed in 2 quarters
(the maximum possible), while slightly less were
employed for only 1 quarter. In other words,
only 21.8 percent of the men were employed in
all possible post-exhaustion quarters. Reemploy-
ment among the women, on the other hand, was
even less widespread, with only 11.3 percent
employed in all possible post-exhaustion quarters.

Nor is the record any more impressive if reem-
ployment is measured in terms of total earnings in
covered employment (table 3). Regardless of
the quarter of exhaustion, more than half of the
men either had no earnings or failed to carn as
much as $300 even though 72 percent had a po-
tential reemployment period of 9 to 11 months.
Less than 14 percent earned $1,000 or more, and
these were almost entirely the benoficiaries with
the maximum potential reemployment period.
By this measure, too, the women beneficiaries had
still less reemployment than the men. Irom 75
to 84 percent, depending on the quarter of ex-
haustion, either had no earnings or failed to earn as
much as $300, and less than 2 percent succeeded
in earning $1,000 or more.

Number Filing Claims in Second Benefit Year

The preponderance of low earnings would indi-
cate that reemployment for a considerable number
was not continuous. There is corroborative ovi-
dence for this inference in the number of persons
who filed claims for benefits in the second benefit
year. Such claims were filed by 39 percent of tho
men and 35 percent of the women, and between
80 and 85 percent of all the claims were allowed.
In view of the high allowance rate it would scem
that the number of persons filing claims represents
an understatement of recurrent unemployment,
since those who were unemployed and know thoy
were ineligible for benefits would not file. About
three-fifths of the claims were filed in July 1939,
the first month of the seccond benofit year.

6

Extent of Requalification for Benefits,
January-March 1940

There remains still another measure of the extent
of reemployment, a measure entirely in terms of
the Michigan law. It is possible to determine the
number of beneficiaries who had sufficient bage-
period earnings to qualify for benefits in the
quarter January-March 1940 if thoy had occasion
to file a claim. Qualification would have re-
quired earnings of at least $50 in each of 2 of the
4 calendar quarters October 1, 1038-September
30, 1939, together with minimum total earnings
of $200 in the same 4 quarters. Of course, only
earnings received from employers subject to the
Michigan law would figure in this determination.

In accordance with this provision of the law, 55
porcent of the men and 43 percent of the women
would have been eligible had they been unem-
ployed and filed claims for benefits. Thus, to the
fact that the beneficiaries with exhausted benefits
were without protection from the insurance pro-
gram for 6 months on the average during the
benefit year must be added the fact that about
half of these beneficiaries would have remained
without protection for at least 9 months following
the complction of the benefit year,

Total Unemployment Compared With
Compensable Unemployment

The unemployment experience of beneficiaries
who had exhausted their benefits may be summa-
rized by comparing the estimated duration of their
uncmployment—over the period from the loss of
job that initinted the first benefit payments to the
date of reemployment following cxhaustion of
benefits—with their compensated unemployment
during this period. To the limitation of the gaps
in the reemployment data, previously explained,
must be added the limitation of the time units
available. Since only the month of separation
from employment was known, the midpoint of
the month was taken as the date unemployment
began. The date of exhaustion was similarly de-
termined. It was neccessary to place the date of
recmployment at the midpoint of the quarter in
which it occurred. This procedure would seem to
give a conservative bias to the results in that, since
omployment opportunitics were improving during
the survey period, more individuals could be ex-
pected to be reemployed in the latter half of the
quarter than in the first half.

Social Security



The duration of the total unemployment period
for these bencficiarics spans the interval from
the loss of employment to the waiting period?
plus the weeks they received unemployment bene-
fits (converted to a monthly basis) plus the inter-
val after exhaustion of benefits, up to the date of
their reemployment or September 30, 1939, as the
case may be. In table 4 these estimates are pre-
gsented separately for men and women and for
those with 16 wecks of benefits and with less than
16 weeks.

It should be noted that these estimates of un-
employment extend over an approximate maxi-
mum of 2 years, while maximum benefit durations
are designed to compensate for unemployment
within a single benefit year. Some of the indi-
viduals were able to qualify for a second benefit
yoar within the survey period. The number of
individuals who would have qualified for benefits
in 2 yoars if the program had been in effect at the
time of their first separation from employment
cannot be precisely determined; undoubtedly it
might have been considerable, since those laid off
first might have had good earnings in 1936 and
the first half of 1937—periods of relatively good
employment opportunities.

Even if it were assumed that all the beneficiar-
ios with allowed duration of 16 weeks had quali-
fied for 32 weeks’ duration in a 2-year period, the
maximum benofits allowed in 2 yoars would have
been approximately 8 months. Under these
circumstances approximately 29 percent of these

11'ho walting-perlod weeks aro omitted from the calculations of duration
of both unemployment and benefits, sinco a basic assumption in present un-

employment compensation laws 18 that the worker can carry himself through
the waliting period.

men benecficiaries would have received protection
for their entire period of unemployment. Even
if the law had provided benefits for 26 wecks—
the most liberal duration of benefits that is men-
tioned in present-day public discussion—and it
wore assumed that the men and women who had
allowed duration of 16 weeks would be eligible
for two benefit periods of 26 weeks each, only
56 percent of this group would have received pro-
toction for their entire period of unemployment.

If these estimates are indicative of the real
situation, the conclusion seems to follow that in a
period of a sharp, short recession in business activ-
ity a marked oxtension of benefits would be nec-
essary to solve the problem of uncompensated
unemployment for an appreciable portion of the
beneficiaries.

Unemployment Relief Experience

For an appraisal of the program during the first
year of operation it is important to know some-
thing of the consequences of long intervals of
uncompensated unemployment. Unfortunately,
information is readily available only on the more
extremo conscquences—the ones reflected in those
cases in which the beneficiaries were forced to
resort to unemployment relief.

Relief neceds in the following discussion are
limited to those which arise from unemployment.
Ordinarily beneficiaries might nced relief during
the waiting period, or as a supplement to the
weekly benefit amount, or after exhaustion of
benefits, or during any combination of these three
phases of benefit payments. . However, for the
period under consideration, there was another

Table 4.~Number of beneficiaries exhausting benefits in Wayne County,! by sex and benefit duration, and percentage
distribution by total period of unemployment?

Number of Percontago distribution by total period of unemployment * (months)
beneficl-
8ox and perlod of benefit duration )nrlea“cx- s 126- | 10- 18.0- 21.0- 24.6
iaustin .5 or z . X K
henefits | Totel | Yjosg |40-080.0-0.5 (06-128) Yp | gy | 2ip | 345 | 804
All benefickarles .. L. ieiaaa. 36,072 | 100.0 2.5 7.8 14.4 24. 4 18.3 13.1 J6.3 5.3 0.9
With allowed duration of 16 weeks. .. ... ... ... 4,037 { 100.0 2.3 0.9 17.2 25.3 16.1 14.6 13.6 | N1 N PO,
With allowed duration of less than 10 weeks. ... .. .. 2,635 1 100.0 2.8 4.6 10.2 23.2 14.0 10.8 20.4 1.9 2.2
Men, total 5, 350 100.0 2.6 8.3 15.0 25.1 15.1 12.7 18.8 4.8 %)
With allowed duration of 16 weeks_ . __.___........ 3,455 | 100.0 2.3 10.6 17.7 25.3 16. 4 14.0 13.7 L0 |eceen..
With allowed duration of less than 16 weeks 1, 901 100.0 3.0 4.2 0.9 24.8 14.0 10.2 19.0 11.7 2.0
Women, tolal . . iiiciaiiaea.. 1,316 | 100.0 2.4 58 12.4 21.3 16.1 14.9 18.5 7.4 1.8
With allowed duration of 16 weeks . _ ... ... ._..__...... 582 | 100.0 2.2 59 14.4 24.7 20,2 17.8 13.9 9.
With allowod duration of less than 16 weeks........... 734 | 100.0 2.4 5.3 10.8 18.8 12,8 12.8 22,2 12.5 2.7

1 8eo table 1, footnotoe 1,

! Duration of unemployment is interval from month of separation from eme
ploymont leading to first compeonsable claim to date of first waiting-period
claim plus number of weeks of benefit plus interval between exhaustion of
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benefits and quarter of recinploymont or Bept. 80, 1030, as case may be,

% Of tho 6,720 boneficlaries who exhaustod benefit rights for whom roemploy-
mont data were obtained, data to estiinato duration of unemployment were
inadequate for 48.

7



Table 5.—Distribution of Detroit beneficiaries who
exhausted benefits,! by relief status? during January
1938=June 1939

Total Porcont | Percent-

Rellef status of total | age dis-

number | pumbor | tribution
Total 8aMPIS. e o e e m e 6,454 100.0 | .cocnaann
Not known to rellef, 1935-30_........... 3,849 80.0 |.oacanans
Known to rellef, 1035-30 3. cccaeraannn.. 2, 605 40,4 | ...

Recelved goeneral reliof and/or WPA employ-

menc, Januery 1038-June 1030_........... 1,983 30.7 Jocmeaoaaee
Recelved general rellef ¢ ... ... .__ ... 1,601 20.2 100.0
Before recelpt of benefits..__.._.___. 1,036 16.1 61.3
Before and after recel t of bonefits.. 480 7.5 28.7
After recet ts of benefits............ 160 2.6 10.0
Recelved WP. ?loyment only...... 202 4.5 100.90
Before rocelpt ol benofits. __.._______ 154 2.4 52.7
Before and after recolpts of Lanefits. 112 1.7 38.4

Aftor recelpt of benefits. ... __._ 26 .4 8.9

1 Dotroit boneficlaries ropresented 93 percent of the Wayne County sample.
Boo table 1, footnote 1.

L) Boneﬂclurles were consldered to have rollef status If thoy were memboers
of households recelving unemployment relief during lpcrlod studied.

¥ Includes 398 beneficiaries in housgholds which a ted for rellef in January
1038-June 1930 but did not recelve direct rellef dur E that period.

Includes a number of benoficiaries who also had WPA employmeont, but

dol?arnot {nclude the 292 who recelved only W PA omployment and no general
rollef.

possibility. Unemployment compensation pay-
ments did not begin in Michigan until the 1937-38
recession had been under way for more than 6
months and a large backlog of unemployment had
accumulated among covered workers. For this
reason many who ordinarily would have been
forced to obtain relief only after the exhaustion of
their benefit rights found it necessary to apply
for relief before benefit payments began.  In theso
special circumstances the receipt of relief prior to
benefit payments can be considered as equivalent
to post-exhaustion relief experience® IFor bene-
ficiaries who did not oxhaust their benefit rights,
however, a more qualified interpretation must be
made of the receipt of relief prior to benefit
payments.

Complete relief data were readily available only
for beuneficiaries resident in the city of Detroit,
or about 93 porcent of the total sample.? Analysis
of the records of the Detroit Department of Public
Wolfare for the period January 1, 1938-Junc 30,
1939, rovealed that at least 10.1 percent of the
6,454 Deotroit beneficiaries who oxhausted benefit

¢ Loss of attachment in the Industrial Jabor market for such recasons as
superannuation or loss of skill or ability will account for the movement of a
small portion of beneficlaries from unemployment compensation to direct
relfef and employment on work projects. Obvlously, unemployment
compensation has no continuing obligation to such beneficlarics. S8inco this
group would be oxtremcly small, howover, and difficult to scparate from
others who oexhaust their beneNt rights, no atternpt Is mado to scgregato it
here.

? 8inco rellef records are maintained on a houschold rather than Individual
basis, most of the data from this source concern the characteristics and ex-
perlence of the ontlre rellef houschold.

8

rights were in houscholds that received general
relief during the benefit year, and 26.2 percent
weore in houscholds that received relief either im-
mediately prior to or during the benefit year or
in both periods (table 5). Nearly one-fourth of
these cases, according to the records, had never
before applied for general reliof. A slightly
smaller percentage of the Detroit beneficiaries
with unexhausted bonefits wore also on the general
relief rolls immediately preceding their benefit
year.!

The percentage of all beneficiaries who had
work-projects employment but received no gen-
oral relief was 4.5; 1! 2.1 percent had work-projects
employment after exhaustion of benefits.

It is thus evident that in the recession period of
1938 somo 30 percent of the beneficiaries who
exhausted benefits were obliged to obtain relief
when unemployment compensation was not avail-
able. Such aid was received also by a smaller
percent of the beneficiaries who did not exhaust
benefits.!?

Receipt of both unemployment compensation
and relief by such a considerablo proportion of
beneficiaries is not to be cexplained by unusually
liberal relief policies in the city of Detroit. Rclief
payments during those months represented only
85-90 percent of the amount necessary to sustain
the houshold at the minimum subsistence level
as measured by the budgetary standards of the
agency; these standards are similar to those used
by the United States Department of Agriculture
and are based on current prices of food, clothing,
and shelter. The houschold could obtain goneral
relief only if its income, after the liquidation of
resources not required for living purposes, was
10-15 pereent below the minimum subsistence
level.

10 'T'ho check of the welfare records of those who did not exhaust henefits
was based on a 1244-percent subsample of the original 10-perecent sample.
From the larger snmple, stratified by sex, Industry, and age, overy elghth
cardd was selected. That the subsample was representative of the larger
samplo is Indicated by the fact that the month of separation from last cm-
ployment prior to tho benoftt year for the subsample group was In cleso agree-
ment with the distribution by month of separation of the larger sample. 1t
Is this factor that would largely condition whether a heneficiary was on tho
rollef rolls prior to the receipt of unemployment compensation.

11 I*hese data wero disclosed by an Independent analysis of tho family caso
records maintalned by the Wayne County WI’A for honefNclaries with ox-
hausted benefits. 1t I3 assumed that the same percentago applies to tho
benoficlarios with unexhausted bonefit rights. ‘Tho subsequent analysis,
however, 13 based only on those who had recelved general relief fromn the
Dotroit Department of 'ubllic Wellare.

1 It was polnted out In the earlier articlo that about 46 percent of the
bonefit recipients who did not actually exhaust benefit rights would have
drawn all thelr benefits If weeks of unemployment oceurring before July 1938
had been avallable for waiting-perlod credit or as compensable weeks,
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The maximum weekly food allowance in 1938
for houscholds with no source of income other
than relief was approximately $1.656 for a single
man, $2.95 for man and wife, $4.40 for man and
wifo with one child, $5.65 for man and wife with
two children, and $6.60 for man and wife with
throe children. One ton of coal per month was
allowed during the winter, the actual cost of shelter
was allowed, and clothing was provided in kind.
The actual payment to the household was the
difference between the budget, reduced by 10-15
percent, and any resources the household might
have.

The same standards of need were applied by the
relief agency in certifying workers to WPA om-
ployment as were used in granting general relief.
The security wage, however, was somewhat higher
than the maximum relief grant for medium-sized
houscholds. Prior to July 1939, the security
wago in the Detroit area ranged from $60 a month
for unskilled labor to $95 for professional and
technical workers. It would appear then that
the Detroit standards were not out of line with
those in other areas.

Of the 1,691 beneficiaries with exhausted benefit
rights who were in houscholds receiving general
relief during the survey period, 15 percent were
women. Among the 4,763 beneficiaries not in-
cluded in relief cases during 1938-39, 21.5 percent
wore women. This is an expected difference,
since most women workers are secondary workers
in the household and those households, according
to the records of the survey, included a larger

percentage of houscholds containing more than
one employable person than did the relief house-
holds in whieh the beneficiary was the primary
worker. The probability of a household being
without an employed worker—that is, needing
relief—is less for multiple-worker households than
for single-worker houscholds.

Nearly two-thirds (62.6 percent) of the bene-
ficiaries in houscholds receiving relief were con-
sidered to be heads ®* of the household (see
table 6), and of that number all but 4 percent
were men, Of beneficiaries in relief houscholds
who were not heads of houscholds, about two-
thirds were men.

More than four-fifths (86.2 percent) of the bene-
ficiaries in the general relief cases were white, and
about the same proportion were men. Of the 250
colored beneficiaries (Negro, Mexican, Indian, and
other), 95 percent were men, The proportion of
colored porsons among the beneficiaries not in
general relief cases or among the covered popula-
tion is not known,

Since such a large proportion of benefit recipients
who obtained general relief were heads of house-
holds, it might be expected that relatively more of
them, and especially of the men, were in their
middle years than were those who did not receive
general relief. Furthermoroe, since workers in the
middle years tended to qualify for longer durations
and higher rates of benefits than did the young or

13 A benoficiary was considored head of the houschold when the first initial
of his given namo and yesar of birth were idontical with thoso reported for
tho head of the reliof onse,

Table 6.—Percentage distribution of Detroit beneficiarics who exhausted benefits,! by status in houscholds receiving
general relief January 1938=June 1939, and by duration of relief

Status of benoficiaries in households recelving gencral ralief, January 1638-Juno 1039
Al housoholds Bofore roceipt of bonefits Beforo m%o:‘otﬁ{s rocolpt of Aftor reooipt of benefita
Duration of rolief * (months)
llouse- | Socond- House- | Becond- Houso- | Booond- House- | Booond-
Total hold ary Total hold ar, Total hold nrz Total hold n?

head worker hoad worker head worker hoad worker
Number of benoficiaries. 1,091 1,058 033 1,036 587 449 486 356 130 169 118 5
Totn. e, 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0
) R 33.8 34.7 31.6 43.0 48.4 37.4 3.3 3. 3.1 58,8 6.8 5.9
e P 10.0 10.6 20.4 20.8 10.4 22.8 16.0 10.4 6.9 24.8 2.9 83.3
56.... R 16.9 16.5 10.1 10.7 17.2 22.9 13.8 14, 10.8 8.3 8.7 7.4
7-8. 13. 5 13.6 13.4 12.0 1.7 12.2 2.4 10.9 21,8 3.6 3.8 8.7
0-10 6.0 0.4 5.4 2.3 1.9 29 15.2 18.8 14.6 2.4 1.7 3.7
11-1 3.8 4.7 2.2 1.0 1,2 7 10.7 1.8 8.5 1.2 ) I PO
13-18 ... 3.9 4.1 3.0 .4 .2 .7 12,3 1.2 15.4 1.2 ) B 28 PO
19and More....ooooeeenean... 2.5 1.4 4.3 N 1 PR 4 8.3 4.2 [ % ORI ORI PN

t 8co tablo 8, footnote 1.
1 Ineludes estimato of WPA employment prior to benofit year for cases
elosed to W P A prior to benefit yenr.
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Table 7.~Cumulative percentage distribution of Detroit
beneficiaries who exhausted benefits,! by relief status
and by month of separation from employment?

Not in ¢ In ro?elpt
Year and month of soparatlon § 'g‘;‘:}g’r&l‘l’ xor?oml
rollef rollef
Total number of beneficlaries...c.cceeeaeenna.. 14,746 41,673
3.2 2.0
8.7 5.2
17.6 16.7
40.0 41.3
517 52.7
59.3 60.6
67.7 70.0
74.8 70.6
81.4 84.2
89.0 9.2
06.4 06.8
0.8 90.8
100.0 100. 0

! Beo table 5, footnote 1.

¥ Month of separation from employment was month precoding irst com-
pensable clalm,

3 Excludes 17 beneficlaries with unknown month of separation.

¢ Excludes 18 benefiolaries with unknown month of separation.

older workers, it s likely that the beneficiaries who
oxhausted benefit rights and received relief drew
benefits for a slightly longer period and at a
slightly higher rate than did the beneficiaries who
exhausted their benefit rights but did not receive
unemployment relief.* There was no evidenco
that tho group which received both unemployment
compensation and goneral relief was the first to
become unemployed (table 7). The data would
gseem to indicate that beneficiaries in receoipt of
general relief during the survey period were as
employable as bencficiaries who did not receive
gencral relief. However, it should be noted that
those who received goneral relief only during the
benefit year, an important minority of the total in
recoipt of general relief, tended to be at some dis-
advantage in finding reemployment after the
exhaustion of benefits as compared to those who
did not obtain general relief or to those who
obtained it only prior to the benefit ycar,

Special nceds such as result from illness were
the main causes of destitution in only 6.8 percent
of the cases. Nor could it be claimed that large
families caused a rapid depletion of the resources
of these households after unemployment occurred.
The average number in the household was slightly
less than three persons.

The duration of relief and the number of shifts
between unemployment compensation and reliof
provide some measure of the extremity of need in

1 Proof of this relationship {8 shown In tables 32 and 33 of Burcau Memo-
randum No. 14, op. oit.
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these houscholds and the problem faced by the
households in shifting from one program to
another,

The duration of relief has been computed in
terms of months. Included in the count were the
genoral relief periods which occurred partly or
wholly during the calendar year 1938 or were
initiated in the first 6 months of 1939. The
terminal date of this phase of the survey was
February 15, 1940.

Data on the duration of WPA employment were
not available. However, if prior to the receipt
of the first benefit check a general relief case was
closed because of employment on WPA, it was
assumed that WPA employment continued until
the person received his first benefit check. Ac-
cordingly, for all cases receiving relief prior to
the benefit year, the duration of rolief was
counted from the date of accoptance for general
rolief to the date the first unemployment com-
pensation check was issued. 'The duration of
relief during the benefit year (that is, the receipt
of relief concurrently with benefits or after the
oxhaustion of benefits) was based only on the
number of months in which goneral rolief was
received and involves no assumption as to the
duration of WPA employment which may have
followed the relief period. For cases opened and
closed in the same month, the duration was
counted as 1 month,

Of the 1,691 beneficiaries in households receiv-
ing goneral relief during the 18-month survey
period, 33.5 porcent received such relief for 2
months or less (table 6).'* As many as 30 percent
received reliof for 7 months or more and 6 percent
for more than a year. Cases in which the bene-
ficiary was head of the household received reliof
for a somoewhat shorter total period than cases in
which the beneficiary was a subsidiary worker.
This applies both to the group that received gen-
oral relief only prior to the benefit year and to the
group which also received it during the benefit
year.

The number of shifts botween genoral rolief,
work projects, and unemployment compensation
in the course of a period of unemployment has a
bearing on one part of the problem which con-
fronts the benefit recipient in obtaining necessary
aid when he is unemployed. Ordinarily the bene-

18 17 percont of thoso who recolved gonoral rellof after oxhaustion of benefits
did so for loss than 3 months,
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fit recipient will make no more than two shifts
between agencies and receive aid from no more
than three agencies. In a long period of unem-
ployment he may exhaust his benefit rights and be
forced on the general relief rolls, from which he
may be cortified and assigned to work-projocts em-
ployment. During the period under study, how-
ever, it was possible for the benefit recipiont to
have a period of general reliof and a period of work-
projects employment before, during, and/or after
the receipt of unemployment compensation, mak-
ing four or more shifts and five or more periods of
either unemployment relief or unemployment
compensation.!

Although the data available from tho general
relief and unemployment compensation records
do not lend themselves to a count of the actual
number of shifts or assistance periods, they per-
mit computation of the minimum number of shifts
and periods. Of the 1,691 beneficiaries who re-
ceived general relief during the 18 months studied,
41.4 percont made at least one shift between
agencics, 33.4 percent at loast two shifts, 17.9
percent at least threo shifts, and 7.3 percent made
at least four shifts.

For the beneficiary and his family these shifts
creato problems of adjusting to changing lovels of
income and to different types of benefits. They
may involve a shift from a cash benefit to com-
missary or store orders, from free choice to re-
stricted choice or dependency upon Federal sur-
plus commodities. Loss of income may occur
during the transfer from one type of assistance to
another. TFor the agencies, such shifts necessitate
a multiplicity of investigations, records, and
reports, which add to administrative costs.

Summary

This analysis of the post-exhaustion experience
of recipients of unemployment benefits in Wayne
County, Michigan, discloses that the unemploy-
ment compensation program fell far short of pro-
viding protection against all the unemployment
experienced by workers who had sufficiently good
job attachments to qualify for benefits. Although

1 Kyen with tho unomploymont componsation program In contlnuous
oporation, it should bo noted that it will bo possible for bonofit reoipiants who

the months following the exhaustion of benefits
were months of increasing employment oppor-
tunities, only one-third of the beneficiaries were
reemployed in covered employment—that is, with
carnings of at least $60—in the calendar quarter
in which they exhausted their benefit rights.
Equally significant is the fact that another third
wore not reemployed by the ond of the first
quarter following the ond of their first benefit
year.” The limited extent of reemployment is
also indicated by the fact that only half of the
beneficiaries exhausting benefit rights could have
qualified for benefits in the first quarter of 1940,
the third quarter following the completion of the
benefit year.

Most serious are the implications from the esti-
mates of the total duration of unemployment,
from loss of job prior to the benefit year to
the date of reemployment in covered industry,
Theso cstimates disclose that for only about 29
percent of the mon exhausting benefits who had
an allowed duration of 16 wecks would 32 woeks
of benefits have bridged the total period of unem-
ployment. Even if benefits had been paid for 652
weeks in two years, only about half this group
would have received benefits for each week of
unemployment.

Because of the long intervals of uncompensated
unemployment, about 30 percont of all beneficiar-
ies who did exhaust benefits, and a somewhat
smaller percent of those who did not, were obliged
to obtain general relief or work-projects employ-
ment immediately before or during the boenefit
year, when unemployment compensation was not
available. About 15 percent reccived general
rolief or work-projects employment after the ex-
haustion of benefits. Since there was nothing
unusual in the Detroit relief situation, this finding
casts considerable doubt on the validity of the con-
tention sometimes made that unemployment com-
pensation and unemployment relief programs aid
two entirely different segments of the employable
population. With respect to several character-
istics reflecting employability, the beneficiaries
who were in relief houscholds did not differ sig-
nificantly from beneficiaries who oxhausted their
benefit rights but were not known to goneral relief
agencies.

oxhaust thelr rights early in the bonefit year and who qualify for t fits in
the succoeding bonefit year to rocelvo rolief and work-projects emnployment
both boforo and aftor tho bonefit period in tho sccond benefit year.
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17 It should be ropeated that any possible employment in nonocovered induse
trlos could not be taken Into aocount in this study.
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