ADEQUACY OF BENEFIT DURATION IN MICHIGAN,
1938-39: A Survey of Experience in a Minor Depression

Paur L. STANCHFIELD*

This study of benefit recipients in Michigan measures the adequacy of benefit payments in

terms of their duration.

benefit recipients in Wayne County, Michigan, which includes the Detroit areca.

An carly issue of the Bulletin will carry a supplementary study of

This study

will analyze the extent to which those who exhausted their benefit rights remained unemployed
and reccived supplementary relief. It is hoped that additional analyses of benefit-payment
experience in other States may be presented in subsequent issues.

DURING THE PAST YEAR, as the initial administra-
tive problems of unemployment compensation
agencies in most States have beon substantially
overcome, interest has been increasingly focused
on basic questions which affect the future direc-
tion of the program. The existence in many
States of rapidly growing reserves, which have
resulted from a continued excess of collections
over current benefit payments, has called forth
conflicting proposals for reduction in contribution
rates and increases in tho scale and duration of
benefits. A decision as to the wisdom of pursuing
cither course must depend on an examination of
benefit experience to determine how successfully
the unemployment compensation system is achiev-
ing the objectives for which it was created.
Although there is much controversy over the
oxact objectives and proper scope of unemploy-
ment compensation, it is possible to outline
certain tests which may be applied in measuring
tho adequacy of benefits. Benefit payments are
presumably designed to furnish income to nor-
mally employed workers whose employment has
been involuntarily interrupted, without compelling
them to exhaust their savings and credit and
without forcing them to go through the process
of obtaining relief based on proof of need. To
bo adequate, therefore, benefits should continue
for a sufficiently long period to cover the interval
betweon jobs (or botweon lay-off and rehiring) for
those beneficiarics who may be expected to obtain
employment before joining the great pool of the
long-time unemployed. The extent to which in-
dividuals exhaust their benofit rights before being
reomployed is therefore an important measure of
adequacy. The significance of benefit exhaustion

*Chiof, Research, Btatistics and Planning Section, Michigan Unemploy-
ment Compensation Commission,
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depends, of course, on the nature of post-exhaus-
tion experience, specifically, whether beneficiaries
remain unemployed and the extent to which they
are subsequently forced to apply for relief.t

Adequacy may also be tested in terms of the
size of the weekly benefit payments, which pre-
sumably should be large enough to constitute a
real addition to family resources and to preclude,
in most cases, the need for supplementary relief.
Available data indicate that this type of inade-
quacy has not been of major importance in Michi-
gan, although it looms large in certain States.?

The present study deals with benefit duration
in a State in which excess reserves have not accu-
mulated. In the first yecar of benefit-payment
oxperience (July 1938-June 1939), payments from
the Michigan unemployment compensation fund
exceeded collections by more than $18.7 million,
and despite the more favorable employment situa-
tion during 1939-40 the fund remains below the
level which eoxisted when benefits began.! Only a
fow other States have had experience indicating
an cqually precarious financial future, Thero is
some ovidence, however, that many of the States
which have been accumulating increased roserves
have done so largely because of provisions in their
laws which tend to prevent large numbers of
claimants fromn qualifying for benefits, or result
in the payment of benefits in extremely small

1 Tho dotafled study of benofit rociplonts in Wayne County, Michigan,
mado jointly by the 8oclal SBocurity Board and the Michigan Unomploymont
Compensation Commission, will present data gathered from a cheok of reliof
records of individuals exhausting benofits aud information conoarning the
dates of their subsequent reemployment in coverod industry.

3 For tho proportion of Detroit housoholds concurrently recciving rolfef
and unemployment bonofits, seo “‘Public Assistance Statistios for Urban
Arcas,”’ carricd monthly in tho Bulletin.

2.0n June 30, 1039, 1 yoar aftor benofits became payable, funds avaflublo
for benefits wero 29.7 peroent bolow the total avallable on July 1, 1038, On
June 30, 1940, such funds wero still 5.4 peroent bolow that total,
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weekly amounts or for relatively short durations.

Under conditions prevailing in Michigan during
1938 and 1939, the benefit provisions of the
Michigan law have furnished larger benefit
amounts, and benefits over a longer period, than
were provided by most States during their first
year of benefit experience. This situation may be
attributed not only to employment and unem-
ployment conditions but also to the provision of
the Michigan law adjusting the benefit formula
for claimants whose benefit years began July 1,
1938. The law defined base period as the ‘‘first
8 of the last 9 completed calendar quarters imme-
diately preceding the first day of the individual’s
benefit year.” Since wage records were available
for only 3 base-period quarters (i. e., July 1937-
March 1938) when benefits became payable, the

¢ See Creamer, Danlel, and Bloom, Marvin, “Notes on Adequacy of Un-

employmont Compensation,’ Soclal Security Bulletin, Vol. 3, No. 1 (January
1040), pp. 6-9.

law provided that “total wages earned during the
base period” should be computed as 8 times the
total of the claimant’s wages during the 3 base-
period quarters divided by 3. In other words,
this provision was designed to give all claimants
the equivalent of rights based on earnings in a full
8-quarter base period.

Although the Michigan provisions apparently
represent the maximum which can be provided
with the existing contribution rate, the data pre-
sented here suggest that the duration of benefits
was insufficient to cover the entire unemployment
period expericnced by a large proportion of
beneficiaries in the first benefit year.

Period Covered by the Study

The data cover 55,260 workers, comprising &
20-porcent sample of beneficiaries whose first
compensable week, i. e., the first week for which
thoy received benefits, was in July, August, or

Table. 1—Distribution of Michigan beneficiaries,! percent of covered workers receiving benefit rights, and exhaustion
ratios,? by industries, benefit year ended June 30, 1939

Beneficiaries oxhausting
Boneficlarics Exhaustion ratlo $
Percent of benefits
oow;(md —_—
workers
Industry Femalo rocelv-
Total Malo P ) lngﬂbtgno- Total Maloe | Femnalo | Total Malo | Fomale
ercen
Number | of't5tal
Total. .. ... 88, 260 46, 009 8,351 18.1 2.0 25,302 20, 133 5, 169 45.8 42.0 61.9
Total, excluding manufacture of
automobiles, bodies, and parts. . 21,808 10, 452 5,356 4.5 14.0 14,237 10, 306 3,841 05.3 03.2 mt
Mining and quarrying 648 047 1 .2 10.0 445 45 ... ... 08.7 68.7 |.can.nnn
Contract construction. .. 1,324 1,304 20 LS 16. 1 900 883 17 68.0 67.7 [0)
Manufacturing, total. .________ .. 47, 564 40, 656 8, 908 14.8 30.0 20, 182 16, 078 4, 104 42.4 39.5 5.4
Automobiles, bodies, and par 33, 452 30, 457 2, 995 9.0 44.0 11,065 9, 737 1,328 33.1 32.0 4.3
Other durable goods, total. - 11,443 8, 507 2,936 25.7 22.6 7, 304 5, 242 2,002 03.8 01.0 70.2
Baslolumber...___.._.._.__.___. 300 206 5 1.7 12.0 240 25 5 80.0 79.7 Q]
Finished lumber products. ...._. 690 888 102 14.8 12.0 471 397 74 08.3 07.8 72.5
S8tone, clay, andJ(Iass produects. . 217 125 02 42. 4 13.3 1706 04 82 81.1 76.2 (U]
Iron and steel and thelr products. 5,211 3,641 1,570 30.1 25.5 3,300 2,192 1,108 03.3 60.2 70.6
Nonferrous motals and their prod-
ucts . 004 633 251 27.8 22,9 540 362 178 59.7 55.4 70.9
Electrical machinery . ae- 1,581 1,051 800 33,2 32.4 987 628 359 63.6 590.8 7.8
Machinery other than elcctrical. . 2,111 1,803 308 14.8 23.3 1,278 1, 008 175 60. 4 60.9 87.8
Miscellancous 450 351 108 2.8 20.5 315 230 79 G8.6 67.2 7.1
Nondurable goods 2, 660 1,692 077 30.0 0.3 1,813 1,000 714 07.9 05.0 7.1
ood.. .. . ......__. 623 409 154 24,7 4.0 404 367 127 70.3 78.3 82.8
Textile-mill products. 308 143 165 53.6 13.3 148 51 07 48.1 38.7 83.8
1T PO 231 50 181 78.4 13.3 203 41 162 87.0 ® 80.5
Paper and allied products 327 123 37.8 0.0 235 134 101 71.9 05.7 82.1
Printing, publishing, and alifed
industries........ 240 183 87 30.2 0.0 104 93 71 08.3 0.8 4
Chemicals. ... 432 M7 85 10.7 7.0 320 287 63 74.1 74.1 8
Rubber produots 337 228 100 323 18. 4 132 90 42 30.2 30.8 835
........................... 171 08 73 42.7 5.0 117 66 51 08, 4 ) Q0
Transportation, Interstato rallroads...... 563 843 20 3.6 10.9 228 212 13 40.0 30.0 1
Transportation,other. ... .. .....__... 443 419 24 5.4 12.1 230 218 15 51.9 51.3 (
Communication 60 37 32 46.4 3.5 52 206 26 ®) [0} 0
Utilit! R 188 179 7 3.8 59 157 153 4 83.3 81.4 Sl
Wholesale and rotafl trade. . ... __.__ 2,738 1,054 784 28.0 8.5 1,803 1,319 674 060.1 07.5 73.2
Finance, Insurance, and real estate. 333 216 117 35.1 6.3 243 148 05 73.0 08.5 81.2
Bervice . . . _____________..___.... 1,187 783 404 34.0 9.6 821 523 208 60.2 00.8 73.8
Professlonal services.__ . 20 16 13 4.8 1.3 21 14 7 Q) ®) '
Miscellaneous. ... ... __.._...__..__.. 174 153 21 12.1 11.6 133 117 16 70. 4 76. 8 l;

! Based on 20-percont sample selocted at random from approximately 280,000
beneficiarica of unemployment coinpensation in Michigan whose bonefit
year ended June 30, 1939.
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? Roprosents percont of beneflciarics who oxhausted benefit rights.
# Baso Includes less than 100 cases.
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September 1938. All these individuals had a
benefit year ending June 30, 1939.56 The industrial
composition of the sample,® which is almost iden-
tical with tho industrial distribution for the uni-
verge from which the sample was taken, indicates
that 33,452 workers, or more than 60 percont,
had been last cinployed in automobile manu-
facturing (table 1). More than half of the
remaining beneficiaries had beon last employed

¢ Approximately 280,000 bonofiolaries, ropresonting about 67 percent of all
clalmants who recoived benefits during tho first year that benofita wero pay-
able, comploted thelr first compensablo weok in the ealendar quartor July-
Boptembor 1938. Sineo the Michigan law provided that tho benofit yoar for
any Individual should bo *‘the 4 congocutive calondar quarters beginning with
the calendar quarter which contalns the woek with respoct to which benefts
aro first payable to him,” the benofit year for all those Individuals would
begin July 1, 1038, and end June 30, 1939,

¢ The Industrial distribution for claiinants whose bonefit yoar began in
July 1038 Is somewhat different from tho distribution for groups whose benofit
years began In October 1038, January 1939, and April 1030, sinco automobile
workers made up a smaller proportion of tho total (n tho later perfods. Nover-
tholess, atnoco more than 67 peroont of the first paymonts in tho first yoar of
Michigan’s benofit-payment experionco were mado to Individuals whose
bonefit yoar onded on June 30, 1939, the group coverod by this study 1s fairly
represontativo of reciplonts for the ontire yoar,

in other durable-goods manufacturing, principally
in the iron and steel industry, nonelectrical ma-
chinery manufacturing, clectrical machinery manu-
facturing, nonferrous-metal manufacturing, and
finished-lumber manufacturing—primarily furni-
ture. The number of workers from other indus-
trial groups was relatively small.

Benefit payments began at the trough of a
short but severe recession. Employment in
covered industries dropped from 1,279,000 in Oc-
tober 1937 to 991,000 in January 1938, and to
a low of 834,000 in July 1938, the month when
benefits became payable. Employment rose only
slightly in August, but thereafter it rose sharply
to 935,000 in September, 1,008,000 in Qctober, and
1,061,000 in December 1938. The net decline
from October 1937 to July 1038 was 34.8 percent,
while almost exactly half this loss was recovered
by the end of the year (table 2). The rapid re-
covery during the first few months of benefit pay-

Table 2.—Fluctuations in employment in industries covered by the Michigan unemployment compensation
lato, during specified periods of 1937-38, by industries

Maxlimum employmont
July-Daocetmber 1037 July 1938 Decembor 1038 olﬁet o
188 | Percent
July-De- of re-
cember | o uor
Industry Nug;bor Nug;bor Porcont Nu(l;;bor Percent r‘)g?go?l’t J ulyau
Month (‘?'m'lllmrs (vhl'm;}lcm g‘l’:l';‘lv_ (v.l'm;liwn g‘l’m‘ﬁ of 19?7 %%l
n thou- { (In thou- n thou- maxi-
sands) | sands) | MUM | Tgandg) | mum mum
Total. . e October........... 1,278.9 834.2 3¢.81 1,051 4 1.8 +17.0 48.8
Total, excluding manufacture ol automobiles, bodies,

ANd DATLS. e 883.2 675.1 23.06 736.7 16.6 +7.0 20.6
Mining and quarrying.. 20.8 17.0 18.3 17.0 18.8 0 0
Contract construction. . 43.1 25.1 41.8 20.2 53.1 (23 ..........
Manufacturing, total .. 809.32 455.0 43.8 045.3 20,3 .5 83.7

Durable goods, total . ... ... .. . 658, 1 322.4 51.0 510. 4 2.4 28.6 88.0

Automobiles, bodies, and parts._..... .. 305.7 159. 2 59.8 314.6 20.8 89. 8 65,7

Durable goods, total, oxcluding automobiles, bodles,
and parts. ... ... L ..., 202.4 163.2 37.8 105.8 26.4 +12.4 82,0

Basiclumber. . ... ... ... __........ 12.9 7.4 42.7 8.2 86. 4 6.8 14.8

Finished lumber produets. ...... ... 31.6 22.8 27.8 2.4 22,8 :x:a,o 18.2

8tono, clay, and glass products........ 8.7 7.1 18.4 7.0 19.6 { 3 ..........

Iron and steel and thelr products. _..... . 107. 4 84.4 49,8 71.8 27,8 1.8 43,6

Nonlerrous motals and thelr products. 17.7 10.8 89.0 13.9 2.5 17. 5 “.9

Flectrical machinery. .. ... .. 23.6 12.2 48.3 14.8 87.8 11.0 2.8

Machinery other than electrical 84.3 41.1 24.8 41.0 28.4 +.0 8.8

Other. . ... .. .. .. ......... 1.3 7.4 34. 8.4 28.7 8.8 25.6

Nondurablo goods, total.........._. 188.38 132.8 16.3 134.9 4.8 1.5 9.3

Food. ... . . . . ... 88.4 49.3 15.0 45. 4 22.8 (&) ----------

Textllo-mi} produots. ......ocoann.... 10.0 0.4 360.0 8. 4 16.0 +4-20.0 88.6

Apparel ... ITTTIITIITITIIC 9.1 8.4 7.7 8.1 11.0 ) foeeeeecaes

Papor and allled produets. . .. ........___. 10.0 16.3 14.2 17.7 6.8 7.4 51.9

Printing, publishing, and allied industries .- 19.8 17,2 1.8 17.7 0.2 2.0 .7

Chomlenls. ... ... .. .. ... . ... Auguat... - 22,8 10.6 13.8 10.6 12.9 +. 4 8.8

Rubber products . ... ... .| Beptember. . - 9.7 8.1 37.1 8.8 0.8 4-27.8 7.0

ther ... . .. . ... Soptomber. . 10.1 9.4 0.9 0.2 89 [ T PP
Transportation, Intorstato rallroads. . . 30.8 2.7 4.7 30.8 16.3 8.4 84.1
Transportation, other .- 23.0 17.2 25.2 10.4 18.7 0.8 87.0
Communiention. . 4.1 13.0 7.8 18.4 5.0 2.8 86. 4
Utilfities. ......... 21.4 19.6 8.4 19.2 10.8 [O T [T
Wholesale and retall trade.. ... 104.1 167. 4 18.9 180, 7 6.9 +12.0 3.5
Finanoe, insurance, and roal estate...... 3.0 20.9 8.4 20.5 0.6 [C) TR
8orvice. ... Septernber. 771 64.3 16.0 65.9 14.5 -t-?. 1 12.8
Professtonal services.. Qctober.. - 3.2 2.7 15.6 20 18.7 ( { ----------
Miscollancous Octobor........... 9.7 8.4 44.3 7.3 4.7 +190.6 4.2

) Net Increase from July 1938 to PDecembor 1938 as peroent of net declino from

1937 maximum to July 1938,

Bulletin, September 1940

1 Docline.
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ments indicates a situation in which a large number
of beneficiaries were rapidly reemployed before
exhausting benefit rights.

The industrial composition of the benefit
population and the relative amount of benoelit
exhaustion among workers from various industries
were markedly affected by differonces in the
depth of the decline from the 1937 peak in various
industries, and by differences in the relative ratoe of
recovery in the last 6 months of 1938. While tho
decline for all industries was 34.8 percent, for
automobile manufacturing it was 59.8 percent;
for iron and steel, 49.3 percent; and for electrical
machinery manufacturing, 48.3 percent. The
only other individual industry groups in which
the decline was greater than that for the State as
a whole were construction, with a decline of 41.8
percent, textile manufacturing, 36 percent, basic
lumber, 42.7 percent, and nonferrous metal, 39.0
percent.

For nearly all other industries the decline in em-
ployment was much less sovere. The drop from
the 1937 peak was botween 15 and 20 percent in
the mining and quarrying and nondurable-goods
manufacturing industries, and in trade, service in-
dustries, and professional services; and less than 10
percent in communication, utilities, and finance,
insurance, and roal estate. Transportation regis-
tered a decline of about 25 percent. Declines
slightly less than the rate for the State, but above
20 percent, occurred in finished-lumber, rubber,
and nonelectrical machinery manufacturing.

In view of these variations in the amount of
fluctuation among industrial groups, it would be
expected that benefit recipients from the auto-
mobile and other industries which suffered sharp
declines in employment would represent a larger
proportion of the total working force of these in-
dustries than was the case in nondurable-goods
manufacturing and the various other industries
which had suffered relatively minor declines. Data
on the number of benefit recipients per 100 covered
workers (table 1) indicate that this was the case.
In the industries in which sharp declines occurred,
the bulk of the beneficiarics were presumably a
part of the regular labor force of the industry and
thus could be expected to have both substantial
benefit rights and good prospects of reemployment.
Where the decline was slighter, on the other hand,
many benefit recipients were undoubtedly mar-
ginal or intermittent workers, who would be likely
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to have restricted benefit rights and less prospect
of quick reemployment. These expectations arg
confirmed by the fact that the exhaustion ratio?
was gonerally lowest in those industries which
had a large number of benefit recipients per 100
covered workers, while high exhaustion ratios were
found in industries which had a small number
of recipionts per 100 covoered workers. The ratio
of exhaustion was, of course, also affected by the
extent of recovery during the last half of 1938.

Proportion of Beneficiaries Exhausting Benefit
Rights

Tho exhaustion of benefit rights within the bene-
fit year indicates the probable oxistence of a period
of unemployment, whother short or long, during
which the protection of the insurance system was
not available. A high proportion of oxhaustions
may therofore be taken as definite evidence of in-
adequacy in the duration of benefits, sinco even
the 16-week maximum is well within the period of
short-time unemployment against which unem-
ployment compensation is designed to protect
workoers. Nearly half (45.8 percent) of the bene-
ficiaries covered by the study exhausted their bene-
fit rights before being reemployed. ‘T'he exhaus-
tion ratio was considerably higher among women
(61.9 percent) than among men (42.9 percent),
This difference results in part from the fact that
a larger proportion of women workers are em-
ployed only in intermittent and temporary jobs;
thus they qualify for a shorter duration of bene-
fits and are less likely to be steadily employed dur-
ing the benefit year. At least in part, however,
the differenco was due to the fact that relatively
few womon are employed in the automobile indus-
try, in which the exhaustion ratio for both men
and women was miuch lower than the State ratio,
whereas they form a rolativoly large part of the
labor force in such industries as trade and service,
in which the exhaustion ratios for both men and
women were high.

Tho exhaustion ratios as computed were un-
questionably much lower than they would have
beon if benefits had been payable in January
rather than July 1938, since a large amount of
uncompensated unemployment was expericenced
by many beneficiaries in the first half of the year.

The teem “oxhaustlon ratio” [s used, for purposcs of brovity, to indlcate
the percentage of all beneficinrles in the specified benefit year, or in a given
olass of beneficlaries, who exhausted their benefit rights.

Social Security



Table 3. —~Number of industries with 100 persons or
more, and less than 100 persons, receiving unemploy-
ment benefits in Michigan,! by exhaustion ratio?

Industries | Industries
with 100 with less
Exhaustion ratio ? persons or | than 100
(percent) moro ro- | persons re-
colving colving
benefits bonefits
Potal . o i 40 26
Toss than 40 oononomn e 2 0
40-40.0 .. 3 1
50-80.9.. 3 2
60-04.9.. 7 b
65-60.9 8 3
70-74.9. ... 8 &
767109 e 3 5
80-84.9 5 2
85 and over 1 3

1 8co tablo 1, footnote 1. 1 Seo tablo 1, footnote 2.

In the special study of beneficiaries in the Detroit
arca, the amount of ‘“uncompensated’” unem-
ployment before benefits became payable was
computed from the date on which the worker was
separated from his last covered employment.
This study indicated that 43 percent of the men
and 53 percent of the women who did not actually
exhaust benefits would have done so if wecks of
unemployment occurring before July 1 had been
available for waiting-period credit or as compen-
sable weeks. If such *potential”’ exhaustions were
added to the number of cases in which benefits
were actually exhausted, the exhaustion ratios
would be 68 percent for men and 80 percent for
women, Comparable ratios would probably be
obtained for the State as a whole, under the same
assumptions. There is also some evidence that
many beneficiaries who did not actually exhaust
benefit rights failed to apply for their final benefit
check, which represented only a fraction of the
usual benefit amount, although they remained
uncmployed long enough to have exhausted their
benefits (sce p. 26). Throughout the following
discussion, however, the actual exhaustion ratios
are used.

In evaluating the significance of the exhaustion
ratio, it is important to know whether exhaus-
tion occurred ecarly or late in the benefit year.
Exhaustion ncar the end of the year would not
nccessarily indicate a serious problem of inade-
quacy, since the claimant could presumably
qualify for additional benefits in the near future.
The data on Detroit beneficiaries, who comprise
over half of the State total, make it clear that
most exhaustions occurred relatively carly in the
benefit year, leaving a period of several months
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in which the individual might have been unem-
ployed without having the protection of the
insurance system. More than 80 percent of those
whose Dbenefits were exhausted drew their last
check at least 4 months before they could qualify
for a new benefit year, i. ¢., in February 1939 or
carlicr. More than 70 percent had at least 6
unprotected months after cxhaustion occurred,
and nearly 19 percent had at least 8 unprotected
months.

Inter-Industry Variations in Exhaustion Ratio

A comparison of the exhaustion oxperience of
beneficiaries in different industries indicates the
characteristics of the workers for whom the exist-
ing benefit provisions proved most inadequate dur-
ing the period covered by the study. 1t also
provides a basis for mecasuring the relationship be-
tween the data on exhaustion of benefits and in-
doependent data on employment trends in various
industries; from thesedata estimates might be made
of the adequacy of alternative duration provisions
under similar conditions, or at{ different stages of
the business cycle.®

There were significant differences in the exhaus-
tion ratios among workers classified by industry of
last employment (table 1). Automobile workers,
with a ratio of 33.1 percent, showed the least
tendency to cxhaust their rights. Exhaustion
ratios above 80 percent were found in 6 of the 40
industry groups which had 100 or more cases in
tho sample (table 3), as well as in soveral smaller
industries. The highest ratio (88 percont) was in
apparel manufacturing, a highly seasonal indus-
try, while several of the other industries with high
ratios have definite secasonal characteristics—basic
lumber manufacturing; clay, glass, and stone
manufacturing; and food manufacturing (table 1).
Apart from the automobile industry the lowest
exhaustion ratios were found in rubber manu-
facturing, which in Michigan is predominantly the

8 Comparison of the exhaustion experience of beneficiaries from different
fndustrles also ylelds some rather significant data bearing on the valldity of
certain types of “oxperlence-rating’” provisions which disregard the duration
of an individual worker’s unemployment. It s sometimes held that when a
worker has onoce becomo unemployed and receives benefits his prospeots of
reomployment dopond on the genoral state of the labor market, and that his
provious employer’s liability should have no relation to the duration of his
unomployment. A demonstrated relationship between industry of last em-
ployment and the tendency to exhaust benefits would seem to indloate that
oxporionco-rating systems which ignore the duration of unemployment may
operate to give an arbitrary advantage to employers in those industries in
which long spells of unemployment provail, and result In oxcessively heavy
charges ngainst employers whose workers tend to draw benofits for a short
peoriod only.
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Table 4.—~Number and percentage distribution of Michigan beneficiaries ! with specified weeckly benefit amounts,

by number of full we

eks of potential duration

Total Porcontage distribution by number of full weeks of potential duration
Weekly benefit amount
Number | Percont [LASHh8R) gg9 | 999 | 10-109 | 11-100 | 12-120 | 13-130 | 14-149 | 16-189 | g
All beneflelarles..... 88, 260 100.0 1.0 2.4 17 1§ 2.4 3.3 4.5 6.3 14.4 62.3
Less than $7.00............ 4585 100.0 42.0 13.4 9.2 8.0 4.0 5.3 0.4 3.7 3.3 3.8
7.00-9.50_ .. Jo 7,218 100.0 4.5 5.6 4.4 4.9 7.1 9.2 9.1 9.6 16.3 20.3
..... 040 100.0 [} 5.0 3.5 3.1 4.0 5.1 7.1 9.7 25.0 36.9
11, 408 100.0 f.oeaeoa.o. 3.0 1.5 1.9 2.6 3.7 6.1 10.6 26.7 43.9
...................... , 542 100.0 (oo 2000 .3 .4 .4 .6 .9 1.8 2.0 5.6 87.4

1 Bee table 1, footnote 1.

manufacture of automobile tires; in textiles, and
in railway and other transportation.

Many of the principal industrial divisions—in-
cluding mining and quarrying, construction, non-
durable-goods manufacturing, trade, and service
industries—had exhaustion ratios between 65 and
69.9 percent. The ratio for durable-goods manu-
facturing (excopt automobiles) was about 64 per-
cent; for finance, insurance, and real estate it was
73 percent. The only industrial divisions with
ratios below 60 percent were automobile manufac-
turing and transportation; a ratio above 75 per-
cent was found only in the group of miscellancous
industries.

In most of the nonautomotive industries, the
exhaustion ratios tonded to cluster around the
nonautomotive ratio of 65 percent. This generl
clusteringisindicated intable 3, which shows that 23
of the 40 industry groups which covered at least 100
casesin thesamplehad exhaustion ratios between 60
and 75 percent, and that 18 of the 26 smallerindustry
groups had ratios between 60 and 80 percent.

In order to interpret the variations among in-
dustries shown in table 3, it will be useful to
examine data on the oemployment fluctuations
which occurred in these industries in 1937 and 1938
(table 2). As has been noted, the average decline
in employment from the highest month in the last
half of 1937 to July 1938 was approximately 35
percent, though the decline ranged from 60 por-
cent for the automobile industry to 5 percent in
finance and related industries. From July through
December 1938 there was an average recovery
equal to half the decline from the 1937 peak,
though a few industries experienced further de-
clines, and a recovery of 40 percent or more
occurred only in seven industry groups: automo-
biles, iron and steel, nonferrous metals, textiles,
paper, rubber, and trade.
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Despite certain excoptions, the lowest exhaus-
tion ratios were found in industries which had ex-
perienced a sharp decline followed by a sharp
rise; examples are automobile manufacturing, tox-
tiles, rubber, nonferrous metals, and transpor-
tation. Similarly, the highest exhaustion ratios
were in industries which oxperienced a relatively
slight decline from 1937 to 1938, or failed to make
any substantial recovery during the last half of the
lattor yoar. In a fow industries, such as construc-
tion, food manufacturing, apparel manufacturing,
utilities, and finance, employment in December
1938 was actually lower than in July.

In goneral, these data indicate that high and
low exhaustion ratios reflect differonces in tho em-
ployment trend of the industries in which the
claimant had last been employed. Tho data
appoar, in addition, to establish the fact that an
individual’s prospect of reemployment bhofore his
benofits are exhausted is depondent on employ-
ment trends in the industry which furnishes his
usual employment, and relatively independent of
goneral tronds in other industries. 'Thus, workers
in certain industries which are definitely seasonal
in character, such as construction, apparel manu-
facturing, and some divisions of the food-manufac-
turing group, will apparently experionce relatively
prolonged unemployment even in normal years.

As previously mentioned, with very fow excep-
tions the exhaustion ratio tends to bo low for
industries in which there was a high ratio of benefit
recipionts to covered workers, and vice versa (see
table 1). The low exhaustion ratio for the auto-
mobile industry is not, from some points of view,
very convincing evidence that present duration
provisions are adequate even for this group of

¢ Theso employment trends affeet the clalmant’s base-perlod experlenco
and hence his woekly benofit amount and potential duration of henefits, a3
woll as his prospects of recemployment,
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workers, Since nearly 45 percent of the industry’s
workers drew benefits in the benefit year ended
June 30, 1939, an oxhaustion ratio of 33 percent
means that 15 percent of the workers in the in-
dustry, or more than 55,000 individuals, ox-
hausted their benefits before being reemployed.
Thus the number of exhaustions per 100 covered
workers—which is a measure of the proportion of
employees who experience unemployment which
is not compensated under existing provisions of
the law—was actually much higher for this in-
dustry than for nonautomotive industries. The
total for the latter, with about 14 benefit recipients
per 100 covered workers and an oxhaustion ratio
of 65 percent, would represent about 10 exhaus-
tions poer 100 covered workors.

The general tendency toward higher exhaus-
tion ratios among women, already noted, was
found in nearly every industry. In 15 of the 19
industry groups which contained at least 100
workers of each sex, the exhaustion ratio for
womon was at least 5 percent higher than for men,
and there were only two groups (rubber manufac-
turing and nonelectrical machinery) in which the
ratio for women was slightly lower. The largest
differences betwoen exhaustion ratios for men and
womon (over 10 percent) were in automobiles,
toxtiles, nonferrous metals, olectrical machinery,
iron and steel, and paper manufacturing.

Relationship Between Potential Duration and
Exhaustion of Bencfits

The Michigan law, like that of most other
States, provides for a variable maximum duration
of benefits, controlled by the amount earned by
the claimant in his base period. During the
benefit year covered by the study, maximum
benefits could not exceed one-third of the amount
of the 3-quarter base-period earnings (see p. 20)
and were further subject to an absolute maximum
limit of 16 timos the weekly benefit amount.”®
The potential benefits ostablished in Michigan,
however, were distinctly higher than those afforded
in 1938 by many other States, which limited
benefits to one-sixth or one-cighth of earnings in
a base period which nominally included 6 or 8
quarters, but for which wage credits were available
for only 3 or 4 quarters when benefits began.

W The distribution of claimants by weeks of potential bonefits under this
provision was similar to that found under the provision of the presont

law, which limits the maximum to 16 wooks or ono-fourth of the amount
earned In a base perlod of 4 calendar quarters.
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With a few exceptions, it was gonerally true
that beneficiaries with the maximum duration
were those who had been most regularly employed
in the base period, while those with short potential
durations had experienced a substantial amount
of unemployment in the base period. It is thus
ovidont that, to the extent that the pattern of
base-period employment tends to repeat itself

Table 5.—Number of beneficiaries exhausting benefits
in Michigan ! and exhaustion ratios ? for beneficiaries,
by weekly benefit amount and full weeks of potential
duration

Bonofiolaries
Exhaustion ratlo by woekly
“hcnfll‘i“i"ln ,2""' benefit amount of—
Number of full R
woel((sl of .“‘ tial
uration
Num. [Exhaus-| Less | 4700 |$10.00-| $18.00- 4,0 00
bor ratio 8 | $7.00 0.50 | 12.50 | 16.50
Al boneficiaries. | 25, 302 45.8| 84.2| 73.4 | 05D.0| 40.1 321
20.8| 75.0) 88.0| 80.0| 24.0 28.0
644 | 80.0| 77.61 70.9 | 00.4 83.2
68.2 4.1 70.7 65.4 | -70.3 065.0
72.3 | 862 78.0| 729 | ©09.1 7.8
70.3| 87.8| 70.6 | 77.9 | 80.1 70.1
80.0( 90.5] 780 70.1 | 840 84.1
82.0| 79.5| 824 | 81.9| 83.0 78.9
84.5| 70.2| 824 8.1 87.5 82.0
85.2| 88.2| 88.5 ) 8l.4| 86.4 84.0
93.1 85.3( 06.6{100.0 |..._ .. |..c....

1 Beo tablo 1, footnote 1. 1 8eo table 1, footnote 2.

during an individual’s benefit year, persons with
short potential durations may be expected to ex-
perience a greater amount of unemployment in
tho benefit year, and thus be most likely to ex-
haust their benefit rights.

The average potential duration for beneficiaries
whose benefit year ended in June 1939 was 15
weeks. More than 62 percent qualified for the
full 16-week period, while only 3.4 percent quali-
fied for loss than 9 weeks, and less than 10 percent
were ontitled to less than 12 weeks of benefits.
Individuals with low beonefit amounts tended in
goneral, as indicated in table 4, to qualify for a
shorter potential duration than did those whose
benefit amount was above $10. Low benefit rates
and short potential durations were especially char-
acteristic of workers engaged in intermittent or
casual work.

The oxhaustion ratio was closely related to the
potential duration of benefits to which claimants
wore entitled (table 5). The exhaustion ratio
among benoficiaries whose potential duration was
16 weeks was only 29.8 percent, or less than two-
thirds the average ratio for all beneficiaries (45.8
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percent), For every duration class below 16
weeks, the exhaustion ratio was more than twice
as high as for the 16-weck class, and it increased
steadily as the potential duration fell further below
16 woeks.

Even the high exhaustion ratios which are indi-
cated for all groups whose potential duration was
less than 16 woeks are apparently an understate-
ment of the inadequacy of benefit duration in
relation to the actual incidence of unemployment.
A distribution of beneficiaries by potential dura-
tion, in terms of number of weeks of actual benefits
received (table 6), shows that, in every duration
class below 16 weeks, a large proportion of the
individuals who did not exhaust their benefits
had less than one full week of unpaid benefits
after drawing the last check which they received.
For example, among those whose potential dura-
tion wes 15 to 15.9 weeks, 11.3 percent drow at
least 15 wcoks of benefits. The corresponding
percentages range from 23.0 to 49.0 percent
among beneficiaries who did not exhaust their
benefits and who had potential durations of 8 to
14.9 weoks.

Under the Michigan law the final benefit check,
for those beneficiaries who fail to qualify for the
16-week maximum, is usually a fraction of the
weokly benefit amount. Either because of igno-
rance of their rights or because it was possible for
them to obtain relief or WPA employment without
drawing a final unemployment benefit check which
represented a relatively slight addition to their
income, many beneficiaries apparently failed to
draw the final check, and a large proportion of
these undoubtedly remained unemployed through
the final week although they are not shown ag

exhausting their bonofit rights. For each poten-
tial duration bracket below 16 weeks, the trug
oxhaustion ratio is probably from 4 to 7 percent
higher than is shown in table 5.

Exhaustion Ratio Among Low-Paid Workers

A high exhaustion ratio may be considered less
serious among workers who earn high wages than
among workers whose wage rates are low, since the
former are presumably more able, when employed,
to sct asido a reserve to tide them over periods of
unemployment. Since the benefit rato is related
to tho claimant’s earnings (4 porcent of high-
quarter wages), the workers with low bonofit rates
are also the low-paid workers. It is therefore
significant that the exhaustion ratio is lowest
(32 percent) among workers with the maximum
bonefit rate and highost (84 percont) among
workers with benefit rates of less than $7 a week
(table 5). Consequently, the worker who had
the lowest earnings and heonce least opportunity
to provide for a period of unemployment was most
likely to find his benefits terminated before ho was
reemployed.

Thero is some evidence that workers with low
earnings had high exhaustion ratios primarily as a
result of the shorter duration for which they
qualified rather than from any direct tendency for
low-paid workers to oxhaust benefit rights. Short
potontial durations, as indicated in table 4, were
especially common among workers with low
bonefit rates; for oxample, 64.6 percont of the
claimants with benefit rates of less than $7 qual-
ified for less than 10 weeks of benoefits, while for
those with a benofit rate of $16 the corresponding
porcontage was only 0.7. Workers with short

Table 6.—~Number and percentage distribution of Michigan beneficiaries' with specified potential durations wcho
did not exhaust benefit rights, by number of full weeks of benefits received

Number of Percontago distribution by number of full weeks of bonefits recolved
Number of full weoks of potential | benoficiaries -
duration not exhaust- Less
ing benefits T'otal than 8 8-8.9 0-0.0 10-10.9 11-11.9 12-12.0 13-13.9 14-14.0 15-159
29,058 100.0 510 7.7 8.9 6.5
24,150 100.0 5.0 7.3 0.5 6.1
2,826 100.0 33.6 8.0 7.7 7.0
1,108 100.0 3.0 7.5 7.2 7.9
6901 100.0 32.5 6.7 7.5 6.9
372 100.0 37.2 9.1 8.7 8.3
255 100.0 38.8 8.6 7.8 13.7
177 100.0 32.9 11.3 15.8 40.0
147 100.0 40.1 10.9 40.0 |..........)-.
103 100.0 52.9 47.1
+39 100.0 | 3100.0 |.aoooo...

1 8ee table 1, footnote 1.

1 Of theso boneficlaries, 27 had potential duration of 7-7.0 weeks, 15 or 55.8 percent of whom received beneflt payments for at least 7 weeks.
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potentinl durations, as would be expected, have
higher exhaustion ratios (table 5); about 93 per-
cont of those with less than 8 weeks of potential
penefits exhausted benefit rights, but this was true
of only 30 percent of those with 16 wecks’ duration,
It seems likely, therefore, that the high exhaustion
ratios of low-paid workers are directly related to
ghorter potential duration of benefits,

The relationship of short potential duration and
high exhaustion ratios is further indicated by an
examination of data on workers with specified
benefit rates. The oxhaustion ratio tended to
rise as the potential duration was reduced (table
5), and as the bencfit amounts increased, the
exhaustion ratios tended to be lower.

There was also some tendency, among workers
with a specified potential duration, for the
exhaustion ratio to be higher for those with lower
benefit rates. This was particularly true of the
workers whose potential maximum was 15 or 16
weeks. In the 16-woeek class, 75 porcent of workers
with benefit amounts of less than $7 exhausted
their benefit rights, while only 28 percent of those
with benefit amounts of $16 experienced a termi-
nation of benefits. The differences in this class
may be due to the fact that many automobile
workers (whose exhaustion ratio was low) had the
maximum duration and a benefit amount of
$16, while the workers with the maximum po-
tential duration but low benefit amounts came
from industries in which the business recovery was
not so pronounced and exhaustion of benefits was
more frequent.

Since other available data indicate that a com-
bination of low benefit amount and short dura-
tion was most common among women (who are
less likely to be family heads), there may be
some indication that inadequacy of duration is
somewhat less serious, in terms of family needs,
than would be the case if the exhaustion ratio were
equally high among male beneficiaries.

The higher oxhaustion ratios recorded for
workers with short durations and low benefit
amounts naturally raise the question whether such
workers are intrinsically more likely to experience
prolonged unemployment or whether their exhaus-
tion ratios result primarily from limited benefit
rights. A partial answer to this question may be
obtained by comparing the actual benefit duration
of beneficiaries with their potential duration.
When the factor of exhaustion is removed by
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considerating only benefit durations below the
potential duration for a class of beneficiaries, it
appoars that individuals who qualified for the
longer durations were more likely to experi-
ence shorter periods of compensable unem-
ployment than those who qualified for relatively
short periods of potential duration. As indicated
in table 7, 48.2 porcent of the claimants entitled

Table 7.~Number and percent of Michigan benefi-
ciaries ! according to number of full weeks of poten-
tial duration, by specified number of weeks of benefits
received

Poroont roceiving benefits for—

Summary

Number of full | Number
weoks of potentlal | of benel-| Loss
duration

clarios | than | 4-6.9 | 7-0.9
Loss | Less
4  |wookswooks| ¢pop | than | 10-16

wecks wooks

7
wooks | wooks

10.41 13.0| 159 240 39.9 60. 1
16,2 | 18,0} 150 | 33.2| 48.2 51.8
2.8 6.5 8.2 9.3 17.8 82.8
2.8 4.8 4.9 7.0 | 12,8 87.8
2.4 5.0 5.6 7.4 12.9 87.1
2.8 3.7 4.5 65| 1.0 89.0
2.2 4.2 4.1 6.4] 10.8 89.8
1.6 3.5 5.8 811 10.7 89.3
1.5 3.2 B 4.71100.0|.......
1.7 4.1 , 5.8 1100.0 |.......
3.0| 47.¢ ' 60.4 | 100.0 |.......

1 8ce table 1, footnote 1.

3 Class contains all remaining cases, sinoce potontial duration s less than
10 woeoks.

to 16 weeks of benefits, 17.6 percent of those
enlitled to 15 weeks, and less than 13 percent of
thoso entitled to from 10 to 14 wecks drew less than
10 weeks of benefits. Similarly, 33.2 percent of
the beneficiaries whose potential duration was 16
weeks, 9.3 percont of those whose potential dura-
tion was 15 weeks, and 6.5 percent or less of those
whose potential duration was below 13 but above
8 weeks drew less than 7 wocks of actual benoefits.
Individuals with limited benefit rights (usually
because of low or irregular earnings in the base
period) were therefore apparently least likely to
experience short periods of unemployment during
the benefit year.

Conclusion

From these data it is clear that the workers
who had been least regularly employed during the
base period, and who were thus least likely to have
accumulated savings to tide them over a long
period of unemployment, were the group for whom
the benefit provisions of the Michigan law proved
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most inadequate in terms of duration. Other
Michigan data, to be summarized in a later issue
of the Bulletin, show that nearly one-third of the
beneficiaries who exhausted their benefits in the
Detroit area during the benefit year covered by the
study were known to public relief agencies either
prior to receipt of benefits or after exhaustion
of benefits or in both periods during the 18
months studied. It appears, therefore, that the
present ‘‘variable duration” provision tends to
compel a large number of workers, who are suffi-
ciently attached to the covered labor market to
qualify for some benefits, to obtain some other typo
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of assistance because their benefits do not last for a
sufficiently long period. 'Tho attempt to maintain
an arbitrary mathematical relationship between
wage credits and benefit rights—on the theory thag
a worker’s insurance rights should be related to the
contributions previously paid on his behalf—is thyg
to a groat degreo responsible for the failure of up.
cmployment compensation in Michigan during
1938 and 1939 to bridge the interval between jobs
without compelling the unemployed worker to
pass through the cumbersome and morale-destroy-
ing process of obtaining relief based on proof of
need.
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