Employment and Earnings as Tests of Eligi-
bility for Unemployment Benefits in
South Carolina

CuarnLes V. Kipp and MeLrorp A, WILsON *

In orvEr To exchude fron the receipt of henefits
workers who are not attached to the Inbor market,
practically every unemployment compensation law
requires that beneficinries must have worked for a
certnin period or earned a certain amount of
money in a period preceding their clnims for
benefits.  ‘This provision is commonly enlled the
cligibility or qualifying requivement,  In Great
Britain, for example, eligibility for benelits is
dependent upon 30 contributions (the equivalent
of work in 30 weeks) during a 2-year period.
Under the recently enacted Canadian unemploy-
ment. compensation law, eligible claimants must
have worked 180 days in the 2 years preceding
their elnims for benefits, Prior (o the amalgama-
tion of the German unemploynment insurance
system with n general gystem of socinl wellare
measures, work during 26 weeks out of the 2 years
preceding the elaim for benefits was a prerequisite
to the recoipt of benefits,

Some carly drafts of unemployment compensn-
tion Inws and a few carly statules ' in this country
based eligibility for henefits on covered employ-
ment in a number of weeks during a period prior
to the ebtims for benefits. This test, however, is
now used only in Ohio, which requires elnimants
to higve some employment in each of 20 weeks
preceding  the application for henefits.  In all
other States,? eligible claimants must have in the
hase period, usually 1 year, earnings equal o o
flat dollar amount, or a multiple of the weekly
benelit nmount, or a gpeeificd amount of earnings

“This sty was prepared eooperatively by the Burenu of Employement
Eecurly, Hesearch pad Rlatisties Division, of which Mr, KIild Is a member,
and the South Corolinn Unctuployment Compwensation Commission, Ite-
senreh and Hiatistics Divisdon, of whilch Mr. Wilkan was n metnber beforo
Julidong the statT of the Borean of Employment Becurity. e study s
Invsed on records kept by the South Carodinn Unemployment Compensation
Conundssion and has been ingde possible by the whaote-hearfed cooperntion
of that agency,

Vi April 187, 9 Stale unemployvinent compensation Inws contalned
ellgibillty proviziomns based tpan elther days or weeks of employinent.,

1 The probationary perled In the Wiseonsin Jow, which serves as the
elgIbitiy provision, reguires that o elafmant st have emplaynient for at
Tenst 4 weeks with an employer before he can draw benefits from that eme
player's necaunt,
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in a given number of calendar quarters. This
marked departure from forcign practiee and carly
domestic proposals was primarily the result of
offorts Lo simplify tho administration of unomploy-
ment compensalion,

The principle of requiring prior earnings or
employment as a condition for benefit oligibility
has been justified by referenee Lo the limited
function which unemployment compensation is
degigned Lo serve, Ono such limitation is that
the system is sot up to compensate workers whoso
income has heen severely deereased or stopped only
heeause of unemployment.  Sinco the existence of
unemploynent ean bo most readily ascertained by
finding whether the elaimant had substantial prior
enrnings or employment, it is logical to require
that clnimants demonstrate that they had such a
work history by fulfilling an eligibility require-
ment.  Thus, most foreign and all domestic unem-
ployment compensation laws are designed to
exclude from the receipt of benefits those who are
not attached to the Inbor market. The function
of unemployment compensation is further limited
in this country by provisions which, for adminis-
trative and other reasons, rule out wages earned in
eertain employments and from certain employers
ns tho basis for tho computation of unemployment
benefit vights.  Henee, qualifying experience doces
not indicate attaelunent to the labor markoet but
rather attachment to the “covered’’ labor market.

A third feature of existing unemployment com-
pensation laws is that benefits paid to cligible
unemployed workers are related to their past
wages and not to their needs. Under such o
gystem, very low weekly amounts would be paid
for few weeks o o largoe portion of the claimant
group if all unemployed persons were allowed bone-
fits. When, however, a substantial volume of
prior carnings or employment is mnde o pre-
requisite to the reeeipt of benefits, large segments of
the group which would be entitled to insignificant
benefits are entirely denied the protection offered
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Table 1,—Distribution of average mornthly number of
workers in covered employment, 1938, and of a 20-
percent sample of claimanta, Oct, 1, 1938=Sept. 36,
1939, by indlustry, South Carolina

Avornge
monthly Clalmants
covored om- in sasanplo
Tndustry ploymont, 1038
Nu- | Per- | Num. | 1'or-
ber cent her | eent

Totnl o 102,254 | 100.¢ | 12,211 | LXK O
Constructlon. - .. .. . ... 0, 203 4.9 1, 200 0.0
Manufacturing____ .. ... 127,437 | 60.3 | 0,269 75.0
Food and kindred products. 5, 080 2.4 250 2.0
‘I'obacco manufactires. ... ..o l..s 2,224 1.1 400 3.3

Teoxtlle-mill producta, and apporel nnid
other fabrle pro:h:cts 0LO30 | 40.3 | 6,851 [ 50.0
Basie and finlshed lumbor product 15, 450 8.1 075 7.9
Paper ond silled Prouluctq 2, 531 1.3 01 1.6

I'r tln X publishing, and nlife

.............................. 1,230 .0 28 .2

Ollemlcals (fortilizer) mnd nllled proii
ucts. - . 3, 528 1.9 4108 3.3
Btane, ¢lay, nnd glnss Products. 1, 733 .9 6 .8
Allother .. _ . . . ... 1,010 ] 41 ]

Tranaportation, commlmimtion.nml other
publicutfiitlos. .. ... . .. . ___ 15, RS 8.3 35 .7
Wholesalo and retadl trade. .. ......_....._. W, 270 152 1004 8.5
Finnnce, insurnncs, and roal estate . 1,323 .7 18 .2
Borvico nduslr [ N < ) it 278 2.3
Allother Lo i, 1,710 .9 08 .8

! Includes agriculture, forastry, fahory, mining, pnil indnsiries not clses
whero clnssifed,

by the system. Tt is assutned that those rendered
ineligible, & group on tho fringe of the lnbor market,
can be assisted more adequately by relief measures
than by unemployment benefits,

Although there is genceral agreement that an
eligibility requirement designed to test attachment
to tho covered labor market is in theory an essen-
tial element of unemployment compensation laws,
thero is little agreement ns Lo the specific provision
which will best segregate the attached from the
unattached workers. This article deals with three
major problemns which have arisen in attempts to
establish appropriate eligibility requirements:

(1) Whether employment (weeks of some earn-
ings) or carnings (a flat dollar amount or a mul-
tiple of thie weekly benelit amount) should be the
type of cxpericnce on which eligibility is baged,
Both measures have heen ombodied in State laws

(2) What volume of work cxperience, whether
stated in terms of earnings or employment, should
be required of claimants as a prerequisite to
oligibility. The terms of State laws vary so
widely in Lhis respect that in some jurisdiclions
almost any worker who has had any earnings in
covered employment can qualify, while in others
a large pereentago of covered workers who becomoe
unermployed are unable to meet the cligibility
requirements.
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(3) Over what length of timo qualifying oxpe.
riecnce should be gathered. Under most foreign
laws and in ecarly domestic Inws, 2 years was
established as tho interval prior to the claim for
benelits during whieh qualifying experience could
be accumulated. Most State laws now, however,
scl o baso period 1 year in length®

of Claimanits Studied

This investigation is hased on the wage records
of 12,241 workers who claimed benefits in South
Carolina between October 1, 1938, and September
30, 1939.* These workers were o 20-percent
random sample of all workers who filed initinl
cleims during each of the 4 quarters in this period
The clnimants were divided as follows:

Mim-
ber in Date clalms filed
umup

3.390 | Oct. I, 1938-Dec, I, 1938, . ! July 1 197-June 30, 1038,
2,730 | Jon. 1, 1610-Mar. sy | Orer. 1, HI37- ‘wpt H) 1038,
2,808 | Apr. l 1030-June 30, 1030 .-| Jon. l tu3s- Deg, 4, 1k,
3178 | July 1, 1930-Sept. 30, 1039 .| Apr. l 10480 ar, Jl 1039,

Uroup Hase period

The buse period of each group of clnimants thus
consisted of the first 4 out of the last 5 completed
calendar quarters preceding the date of the claim,
The earliest week of employment and carnings
tabulated began on July 1, 1937, and thoe last
week ended on March 31, 19349,

The earnings and employment experience of
those whose clmims were filed between October 1,
1938, and Mareh 31, 1939, were weighted down-
ward by the 1937-3% recession.  Those who filed
belween April 1 and Seplember 30, 1939, had
base-period expertence fuvorably influenced by
the period of recovery after the 1937--38 recession.

? A subsidiary problem la relntion to the length of the base period Is whether
this petlod shioull Inanedintely precede the worker's ¢dndem for henellts, er
whethet n gal should exist betweon the base perlod and the time when the
clulraant hegins to draw Genefits,  Pritoelly beeasse of lminlstrative expo-
dieney, there {s a galy, varying 1o length omong the States, hotween the
baso period and the time the worker clabimg benefits. e busle data on
which the following dlscussion resty shied no Hght on the elfects of separats
Ing the have perlod fromn the time when beaelits are clajined,

¢ The data nnalyzed were sccumulated under o taw which provided that
oligitdn elnbmants must have el etnploytnent 13 weeks during thoe 52
weeks preceding the dnte of the elafm, ‘The terns of any eligiblilty provislon
mny be expeeted to alter enployment and enrnlogs putlerns somewhat, but
neither the nature nep the extent of this influence [s mensurablo.  The pos:
sible effeet of tha then existing rerprircanent nnd modifleatlons in enraliigs
aned cnployment patterns which might acenr wnler alternntive ellgildlity
provisluns were (hereforo fgnored In this stady.,  Moreover, it s probablo
Lhat somno workers with low earnlngs and menger employment did not clalm
beniefits beeause they kiew that they would bo Incligiblo. I'ho offect of
this factor, comimon to all studies of ellglhility based on elalmnnts’ records,
could not ho evalunted,

s Workers with nn covered enrnligs In e baso porlod were exelivled from
the universe andd from the saple,
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For purposes of analysis, base period B (extending
from October 1937 through September 1038,
applicable to those who filed claims during the
first quarter of 1939) may bo taken as representa-
tive of 0 period when earnings and employment are
deelining, while base period 1) (extending from
April 1938 through March 1939, applicablo to
those who filed claims during the third quatter of
1930} may be taken as representative of o period
when earnings and employment are relatively
high. When the claimant group is considered as
a whole, however, earnings and employment his-
tories were nol binsed by extremely favorable or
unfnvorable employment and earnings conditions,

The data selected from ench elnimant’s experi-
ence were the amount of earnings per weel,
number of hours worked per week,? and number of
weeks employed throughout the entive hase period
as well as in the ealendar quarter in the base period
when the elaimant’s enrnings were highest.  From
these basie (pgures analyses were made of such
detn as average earnings per week and per hour
in the high quarter, average hourly carnings
rules tn the high quarter, the relationship between
base-period earnings and high-guarter enrnings,
and the relntionship between weeks of employ-
ment and total enrnings in Lthe base period.

Distribution of Covered Workers and Claimants
Among Industries

The data refleet the industrial pattern of South
Carolina and the coverage provisions of the unem-
ployment compensation act, as well as economic
fluetuntions over the period studied. 1t should be
noted that about 50 percent of the gainfully em-
ployed workers in the State are engaged in agri-
culture, cither ns farm operators or hired help?
The fact thut agricultural employment is not cov-
cred by the State unemployment compensation
law Doth limits the number of painful workers
covered and reduces the volume of enrnings and
cmployment of workers who shift between covered
and noncovered work.,  Morcover, wages paid by
cployers of fewer than eight workers ave not tax-
able and henee do not appear in unemploymoent
compensntion records,

*Intarination on hones worked pee weoek and earnings per week 13 no tonget
collected by the South Carolien ngency. Admindstrative problems In-
volved i the eollectlon of such detailed reconls led o nmendinonts of the
Iaw, cffective July 1, 1049, Now tho ageney, ny bn the coso In most Stntes,
celleets Infortintlon on only e total nmount of wages pald to covered
workets during entendar qunriers,

Y Cenrus of Tiusiness: 1087,
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About half of tho covered workers in the Stato
are engaged in the manufacture of textile-mill
products, apparel, and other finished articles made
from fabries (table 1). About 15 percent aro en-
gaged in wholesale and retail trade, while 8 per-
cent are employed in the basie and finished lumber
industry and another 8 percent in the transporta-
tion, commmunicalion, and ulilities groups. Tho
remaining 19 percent are seattered among rela-
tively unimporiant industry groups.

The industrial distribution of claimants diflered
rather markedly from the industrial distribution
of ull covered workera.® Secventy-threo porcont of
the claimants were in the construction, toxtile-mill
produets, apparel and other fabric products, to-
baceo, nnd chemicals (fertilizer) groups in contrast
to only 67 pereent of all covered workers. On the
other hand, the transporiation, cominunication,
and ultilities, wholesale and retail trade, and serv-
ice groups accounted for 14 percent of the claim-
anis as against 27 pereent of the covered workers.
Concentiration of moro than four-fifths of the
clnimants in five industry groups—construction,
tobaceo, textiles, lumber, and trade—is probably
typieal of the composition of the claim load in
South Carolina.

Sinee 56 percent of the claimants eameo from the
apparel and textile-products groups, peiterns of
carnings and employment in this-industry strongly
affect analyses of base-period work experience of
tho elaimant group as a whole. Weekly wago
levels of textile claimants are somewhat above
the wage levels of claimanis from other indusiry
groups. Whereas 38 percent of ell claimants
studied had nverage weekly woges of less than $10
in the quarter of highest carnings, only 27 pereent
of the textile elaimants had weekly earninge below
this level?  Employment of individuals in textiles
tends Lo fluctuate less than earnings because of
the fairly widespread ndoption of short work wecks
when production declines.'®  This fact explains
why so many claimants studied had more than

1 Clalmants were nssigned to tho Industry group in which (hey carned the
greatest amount of bhase perlod wages.

* Weekly enenlngs coruputed Ly dividing 1otal earnlngs In tho highest cal-
endar quarler by the number of weeks of any employment fn Lhat quatler,
1'hls wnge ropresenis the average simotint which the worker onrus por wook
when biis omployment and earnings history Is mosl favorable.

® Employment and pay-roll Huetustions i the Roulth Carolina toxille
fndustry follow national trends closely, Mhils pay rolls in the textile
Industry over tho country n3 a wholo droppod from 97 In August 1837 to BB in
July 1938, employtnent declined only from 101 {o 70 (1023-1025==100 for bolh
serles),  ‘I'his diverganco can Bo explalned only by widespread work sharing
becanse hourly ratea wero stablo over this period.
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40 weeks of employment. during the base period
(tablo 2). Morcover, for a short period during
the summer of every year the South Carolina
textile industry sharply reduces production for
inventory and maintenance. Such curtailment of
activity in July 1939 brought into the claimant
group large numbers of textile workers with very
favorable carnings and employment records, but
many of these individuals never drew benefits
beeause of the resumption of full textile operations
before these claimants completed the 2-week
waiting period. ‘The sample data for claimants
may, therefore, somewhat overstate the volume of
carnings and employment experienced by o typical
group of South Carolina beneficiaries.

Measures of Employment and Earnings

The employment of elaimants, measured by the
number of weeks of some employment within the
base period, ranged from extremely meager to full
employment  (table 2).  Although about one-
fourth of the claimants worked in fewer than 20
weeks, more than 30 pereent worked in 50 or more
weeks  during the base period. The average
number of weeks of employment during the base
period for each of the four groups in the sample
was as follows;

Group Mean weeks of ermployraent
All elaimanta_ . ____________________ 35. 1
A e 35. 4
B . 31.3
O ... .. 3b. 6
Do . 37. 8

Iiven though it is possible to mark off, in general
terms, those with few from those with many weeks
of employment, it is impessible to find a dividing
line which scparates the “attached” from the
“unattached” group.

Despite fairly full employment, Llotal base-

Table 2.—Distribution of South Caroline claimuan ts, by
weeks of employment in base period

Camuln-
Weeks of ernployment In base period Numher | Pereenl tive
bereent
Tobnb. . ... ... ....... N B PR T 0.0
s hod 5 4
R37 0.8 12,2
£ 0.8 1.0
5 57 21.7
619 5.3 40.0
i3 5.3 35,3
L35 A 10. 06
L 0. 4 47.0
. HRG 7.2 Ot 2
............................. - . 1,71 130 [
BO-83. e 3, 0 314 100, 0

Table 3.—Distribution of South Caroling elaimants,
by earnings in buse period

. Cumula,
Enrnings In base periad Numboer | Pereent | tive s
cent

Total oo 12,24 wael.. ... .
Unidler $40.00 ... e win YT
0.00-7M%0 . LoDl T s 118
A000-110.00 0 DT TTITTT . 7 4R 196
120.00- 150.00 . . 4 19 2K
160.00-109.90 flin 4.0 20,1
2040,00-239.110 T 4.4 29,7
240.00-270.09 512 1.1 178
2H0,00-310.90 AlH 1.2 42.0
FHLO0-350.99 27 1.3 40,3
J650.00-300.00 (£3.1] .0 51.2
400.00-430800 . . 6511 [N 56,2
440.00-479.00 . o 650 5.4 0.0
4R0.00-511, U T8 [T} 67,5
520.00-550.00 (EA 4,0 2.4
HE.O0-500. 00 26 1.4 0.7
600.00-030000. . 100 1.1 RO, B
G40.00-679. 110 o 407 a0 Bt
OG80.00-T10A, .. el A 80, {
THLOD-7E000 . 214 20 R84
THLO-700. 00 HN) Lt .9
SOLOO-OGDALS .. o e (L1 AT 056
1L000.00-1,000.8 .. . .. Ly 20 oL e
2,00000 nndover._ oo L. 241 2.1 100.0

period earnings of claimants were relatively low
(table 3).  More than ball the group earned less
than $400 in the base period; nine-tenths enrned
less than $800. As wag the case for experience
measured by weeks of employment, elaimants
could not be clearly segregnted into two groups—
one with low and one with high annual earnings.

The weekly carnings, as well as the annual
carnings, of claimants tended 1o coneentrate in
the lower brackets {(table 4). One-fifth of all
claimants averaged less than $8 per week: nine-
tenths averaged below $20 per week.  These
weekly wages were not earned in shorl work weeks
at relatively high hourly rutes.  During  the
quarter of highest earnings only 17 pereent of the
claimants averaged below 30 hours per week, and
61 pereent of the claimants avernged between
30 and 45 hours per week during this period.  On
the other hnwd, more than one-third (37.4 per-
cenrt) earned less than 27X cents per hour and less
than one-fifth (17.5 pereent) averaged 42 conts
or more per hour during the high quarter,

Weceks of Employment Versus Flat Dollur Earn-
ingy as Lligibility Requirements
When eligibility requirements are in terms of
weeks of employment, a week of employment
must be defined. Under every such provision
ever written into law in this country, weeks
during which claimants have any covered em-
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ployment count towards fulfiliment of the eli-
gibility requirement. Thus, under a law which
requires 20 weeks of employment, workers may
qualily even though they have worked for only
1 hour in each of 20 weceks; workers who worl for
40 hours per week in, for example, 14 weeks will
be ineligible.

The South Crroling data show, however, that
relatively few claimants would qualify on the
basis of a few hours of employment in many
weeks and that few elaimants would be ineligiblo
beenuse they worked for many hours per week
during relatively few weeks.

Percent  of  Inell- 3 Percent of ellglbles
gibles who pvers who nveraged loss
Weeks of «-mplnf'uu-ur. in baso el more than-— than—
peelod roqulred for olighbillty [———

A0 heurs | 55 heurs ) 25 hours | 10 hours

per week | per week ) per week | per week

7.0 8 8.5 0.4

7.6 3.0 71 .3

1.0 3.0 1.2 .3

81 3.0 0.7 .2

For example, if some employment in 15 weceks
were established as the oligibility requirement for
the elnimants studied, only 7.6 pereent of those
ineligible would have avernged over 50 hours per
week and only 7.7 percent of those eligible would
have averaged under 25 hours per week,!! Thus, a
week of any employment was u week of substan-
tinl employment for most of the eligible claimants,
Those who worked for few weeks in the year

N Avetige hours per week defined as tota) number of houtrs worked in base
perlod adivided by number of weeks of nny einployment n buse perled,

tended to work for few hours per week; thoso who
worked for many woeeks worked for a considerable
number of hours in each wecek.

Morcover, those who worked in few base-period
weeks tended Lo have low average hourly earnings
rates and henece low wecekly earnings. Of the
elnimants who worked in fewer than 15 weeks, 21
percent averaged less than 174 cents per hour; of
those with 15 or more weeks of base-period employ-
ment, only 11 percent carned under 17% centls per
hour, Of those with anployment in fower than
15 weeks, nbout 30 percent averaged less than $0
per week, but of those with earnings in more than
15 weeks only 5 percent averaged less than $0
per week (table 4).  The often-repeated objection
that groups who should bo excluded from the
sysbem, such as Saturday alternoon clerks, can
qualify for benefits under a weeks-of-employmont
requirement is therefore of merely theorotical im-
portance in South Carolina. By denying bonefils
to those who fail Lo have cmployment in a sub-
stantial number of wecks, by far the greater por-
Ltion of those who work for few hours per weok and
who earn small sums per week are automatically
rendered ineligible,

The proportion of claimants who would [nil to
meel an eligibility requirement of 16 or 20 weeks
varied widely among industry groups (table 5).'2

13 0nly weeks of any cmployment in covered indusiry enter Inlo theso
figures. Muny of the ineligiblo construction workera may have had sub-
slnotinl additionnl base-petiod employment with employers of loss than 8;
many loelgihle workers it tho chemleal (fertilleer) Industry undoubtedly
hind ndditional base-period employment on fnrms,

Table 4.—Distribution of Sornth Carolina claimants employed in specified weeks during the base period, by average
weekly wages in highest gquarter

Clatmants employed 1n less than 18 | Claimanis employed in 18 or more
Ali clahnants woeks {n base perfod wecks in base perlod
Averoge weekly wnges in highest quarter of -
bnso prerlod Cumu- Cumu- Cumu-
Number Percent Intive Nunsher Percent Intlve Number I’eroent lotlve
pereent pereent percent
12,211 10000 ... ... 2,332 1000 | ... 2, 000 J00.0 b ..
103 8 0.8 81 3.8 3.5 22 .2 0.2
380 3.2 4.0 250 11.0 4.5 130 L3 1.5
7122 8.9 0.9 40 16.0 2.6 ard 1.8 53
1,833 10.v 2.8 472 %2 40.7 801 8.7 14,0
2,014 10.7 37.5 401 w7 av. 4 1,583 10.0 30.0
2,351 10.2 5.1 203 11.3 80,7 2,001 21.1 1.1
1, 87h 16,3 720 1 6.0 #7313 1,128 114 08, b
1,12 .2 #1.2 1607 1.8 1.9 1,022 10.3 8.8
g2 5.2 .4 i ] 25 4.4 674 6.8 8.0
bOD 4.1 0.5 42 1.8 00.2 453 1.0 89.2
359 2.0 0.4 25 1.1 07.3 33 3.4 92,4
A1) 1.0 (5.3 21 .9 04.2 210 2.1 04.7
144 1.2 0. 5 9 A 8.0 135 1.4 0.1
4 .B 07.3 b .2 4.8 80 .0 7.0
16 0 07.0 e A 0.2 L] 8 91. 8
205 21 100. 0 20 .8 100.0 41 2,4 100.0
7
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Under a 15-week requirement, more than 20 per-
cent of the elaimants froin the construetion, food
manufacturing, chemical (fertilizer) manufactur-
ing, trado, and scrvico industries would beo in-
eligible. Claimants from these industries, compris-
ing about onc-fourth of the total eclaimant group
and half of tho incligible group, were more subject
to soasonal and irregular unemployment than were
tho remnaining claimants. The existence of high
rates of ineligibility in these industries suggesis
that a fairly stringent ecligibility requirement in
South Carolina may, by denying all benefits to
scasonal workers, adequately serve the function
of a speeific provision restricting the benefit rights
of such workers,

Sinco carnings and employment do not fluctuate
proportionately ag cconomic conditions fluctuate,
tho weeks-of-employment and dollar-earnings
requirements that are equivalent over the long
run, or at a particular stago of the cyele, will not
bo cquivalent at all stages of the cyele ¥ (table 6).
In South Carolina, where work sharing was more
widely practiced than total unemployment in the
textilo industry during the 1037-38 recession,
one would expect a dolar-earnings requirement to
be relatively stringent when cmployment and
carnings conditions in the qualifying period are
poor and a wecks-of-employment requirement to
be relatively stringent when conditions are good.

The data show this cffeet, which can be il-
lustrated by reference to two specilic require-
ments—employment in 20 weeks and earnings of
$160. Over tho course of the period studied,
about one-fourth of the cleimants would have been
rendered incligible by cither a 20-weck or a $160
cligibility requirement. During a relatively de-
pressed period (base period B), however, the dol-
Iar-carnings requirement would be about 7 pereent
moro stringent than the employment requivement;
during a more prosperous period (base period D),
the employment requireinent would be about 3
percent more difficult to meet then the dollnr-
earnings requirement. The fact that o flat dollar-

1 The dollar-earnlngs and wecks-of-employment reqquirements svhich wil
he equivalent In tho future cannot ho preitleted. For any past perlod,
however, weaks of employment ellglblllity reiulrements ean ba salected =0 ns
to render Ineligihlo approximately the samao total proporiien of elnlinants as
any solected flat dollnrearnings requlremnent, or any seleeted multiple of the
weokly beneflt amount requiremnent. ‘Thug, 19.1 percent of tho claimants
would hnvo been declared {neligible by n requirement of employment in 16
weaks during tho quallfying perlod, 19.0 pereonrt would have been Inellgiblo
It they wero required to enrn $120 during tho qunlliying period, onid 17.8

pereent would havo falled to meet a qualltying requleenent stated ns enenings
eequal 2o 25 thngs the weekly benoflt amount.

Table S.—Percent of South Carolina claimmanta ineligiblo
nnder apecified eligiliility requirements, by industry

Tereont of clnimanty .

Percont of eligiblo uneler roqtgl{g-

all elafm. mant of base-porlog

Industey ants In omploymont jn—
glven In- _
(lhstry group A
15 weoks | 20 weeks

Tolnle o 108. 0 (18] 2.7

Construction 0.9 0.7 53.9

Manul‘s\clurini .......... .0 1.8 18.0

Faod and kindred pro 2.0 .0 36.¢

‘Fobncco manudnetures. 3.3 fid 0.¢

Toxtile-mil products. .. ... .. 54.0 12.7 16.3

Apparel and other fabric products 1.4 2.0 4.0
Lumber and thuber bnsle prod-

3T PO 0.3 17.1 22,9
Furniture and Anished lumber

protets . ... 1.8 11 18.7

Iapor and allled produets. ., .. Lo 15,0 17.9
Chemieals (fertfiizer) and allied

roduets., .o e 3.3 223 324

Allother........ 1.5 11.3 .8

Transportation_ . 2.1 18,3 2.6

Whoalesale and retall trade 45 $2.7 42.9

Whelesnlo. ... __ ... 4.7 .3 52,8

Retall, ... ... 38 2.5 313

Servico Industries. .. .. .. 2.4 245 10,2

Allother b ....... 1.6 181 2.6

1 Inehnles agriculture, forestry, Ashery, minine, public utilities other than
teansportntion, and industries not elsewhoroe elpssifled.

enrnings requirement  becomes  relatively moro
difficult to meet precisely at the time when the
need for unemployment compensation is greatest
suggests that a weeks-of-employment eligibility
provision mipght be more satisfactory in a State
where work sharing prevails in depression periods
of fairly long duration."

Under either earnings or employment require-
ments the proportion of claimanls who were
ineligible varied widely among the base periods.
Under every requirement examined, the propor-
tion of eclaimants rendered ineligible in base
period 1D was less than 70 pereent of the proportion
rendered ineligible in base period 13 (table 6).
This fact ensts some doubt upon the desivability
of testing claimants’ attnchment to the labor
market by their experience in 1 year, whether
carnings or employment is the measure of cligi-
hility.'®  Such extrenie increases in the proportion
of clnimants rendered incligible cannot be rveason-
ably nscribed Lo an increase in the proportion of
currently  unemployed workers who had only

1 Not only dlid the fint dolinr-enrnings remitrement heconte relnflvely more
dflicultl to teet Inon depression period bt tho propartion of eladmnnts ren-
dered Ineliglble wnder this provision fMuctonted soeurewhal more widely.
Wherens tho proportion of claimants rendered incliglble ursler n 20-week
requirement In tho lenst fnvorablo perlod (haso poerlod BY was only about 45
percent greater than the proportion rendered inellglble in the most favorable

perlod (base perlod 1), tho diflerencoe was about #0 percent buder a $160

Ont-enrnings requirement,
1 Primarlly for adiministentive rensons, n perlod of 1 yenr or less has been

ndopted ns the baso period for eligibllity purposes in all Stntes cxcept
Florldna, where n 2-year base period Is In elleet,
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casual, intermittent, or part-time base-period
employment.'® A more reasonable explanation is
that workers who usually depend on wages in
covered employment may experience severe re-
ductiong in bLoth earnings and the number of
weeks worked during a single year of declining
cconomic conditions, Wide fluctuntions in the
annual earnings and wecks of cmployment of
claimants who ordinarily depend on earnings in
covered employment for a living suggest Lhatl it
may be dillicult to devise any reasonable and
equitable cligibility requirement based on ex-
perience during 1 year. Against the possible
inequities infroduced by a I-year base period,
when this year is one of depressed earnings and
employment, must be weighed the administrative
purden entailed in preserving individuals’ wago
records in Stale agencies over o 2-year period and
the desirnbility of having the same base period
for establishing cligibility, the weckly benefit
amount, and duration of benefits.”

Beenuse of the possibility, under a flat dollar-
carnings requirement, of discrimination against
those with steady employment at low weekly
wages, it i3 essontinl to determine whether a sig-
nifiennt proportion of climants who had em-
ployment in a considernble number of weeks earned
very small sums, and whether many elaimants
earned large sums in few weeks.  The extent of
varintion in the compesition of the incligible group
wis measured by finding what proportion of the
clnimants ineligible under either o $120 or o 15-
week requirement would be eligible if the other
requircment were applied. 1t was found that of
the 19.6 perecent of the clnimants who failed to
meet (he $120 requirement, and the 19.0 per-
cent who failed (o meet the 15-week requirement,
about 86 percent were identical individuals.
About 7 pereent of the ineligible claimants thus
had low earnings combined with steady employ-

WY Ide varintions in the proportion of elainnts rendered iellglhle under
a glven eliglbllity requirement i different years huve been found in other
States.  Californin for exminple, iliscovered that an earnings ellgibility re-
ydrenent of £300 wonld nve nude inellgible 20 pereent of o snnplo clalinnnt
group 1€ the ealeadar year 1930 were their base perlac. OF this smine group,
only ® pereent wonld hnve been ineligible under the snme requirement i tho
enlendar year 1937 Tind beea thelr base period. An eligibillty requlrement of
300 In enrnings over a J-year hose peelod Uhns miny pradiee anotialous
resalts: whoul 3 titnes ns many clndinnts oul of an identieat gronp moy bo
dectred fnedigihle i stteeessdve yoeurs.  (Soelnl Seeurlly Bonrd, Stafe Sia-
tistical Analyses Helnting to Unemployment Compunsafion Simplification,
January 1034, p, 20.)

71t s also been held (hat exporlenco as remaote ns 2 years from the dato
of tho worker's inltial elnhin for henefts I8 not relevant to o doterminntion of
etirrent altachinent Lo the Inbor markel.

Bulletin, May 1941

Table 6,~Percent of Souwth Carolina claimants rendered
incligible by selected eligibility requiramenrts, by base
period

Percont of claimants roendored ineligible by
glven requlroment in basa porlod
Eligibility requirement
Al oo | tiner | octea | pesina | peried
perlods rlod | perlo rlo rlo
comblned mA B ImO lml)

1. Employment in 10 weeks. .. 12.2 0.4 16,3 12.2 11.¢
Farnlnga ol $70_ _ . .......... 12.2 10.4 17.0 2.7 8.6
20 tiines weokly benefit

nmount Vo _ ... ... 1L8 " g& g,) (?

2. Employmont jo 16 wecks. .. 10.0 10.0 , 3 L0 8.0
Enrnioge of $120. ___.__.._... 2.0 10.9 .6 2.0 159
25 lem;t lwnukly DLonofit _— N @ " ¢

RUIOUT .

3. Employment In 17 week 21.3 50.2 , 0 zg.e %0.2
Earnings of $140 22.0 0.1 2.4 22.3 18.8
30 tlmes weokly benolit

amount ! _ ... ... 21.0 5? g} Y ('3

4, Employment in 20 weoks. .. 4.7 .0 4 .0 1.7
Toarnlongs of $100. .. ......... H. 5 n7 33,7 20.2 21.1
35 thinoa woekly bonoflt

amount .. ...l 26.7 m (&) 1) g}

5. sployment In 28 weeks. ... 30.0 20,2 37.8 310 .4
Koarningsof 3220 .. ..... a4 0.4 10.3 3L8 5. 5
40 timea weokly benofit

amound ..o .. 30.0 ) (U] (O] m

' Woekly benefit amount computed 08 M4 of earnings in higheat quartor
of h[:sn period, rounded to noxt higher dollar, with o & minfmum and a #18
maximam,

* Date not avallable for separate qualitying perfods,

ment and another 7 percent carned'large amounts
in fow wecks of ecmployment, As might bo ex-
pected, however, all the claimants who failed to
carn $120, but who worked for more than 16 wocks,
had low weekly carnings.’® Of those who failed
to work in 15 weeks, but who nevertheless carned
more than $120, only about 12 pereent had weekly
benefit amounts of $5 or less.  ‘Thercfore, although
the two groups of claimants who were incligible
under either the flat dollar-carnings or the weeks-
of-cmployment requirement are as a matter of
fact largely tdentieal, the flat annual-earnings re-
quirement bore somewhat more heavily on thoso
with low weekly earnings.

More significant than the differences be-
tween the two requirements was the fact that
both provisions bore with particular scverity
upon those with low weckly Dbenefit amounts.
Kvery claimant ineligible under the 8120 require-
nient had a weekly benefit amount of $6 or less.'?
Morcover, 81 pereent of these incligible under the
15-week requirement hiad weekly benefit amounts
of $5 or less. Concentration of the ineligible
claimants in the groups with lower benefit amounts

18 AY] these clnfimants had weekly benefit amounts of $6 or less {(weokly
benefil amount computed a8 144 of highest quarterly earnings roundod to the
next higher dollnr),

u Sinco weekly benefit amounts were computed as ¥4 of highest quarterly
earnlugs, rounded to the next higher dollor, any claimant with n weckly bene-
At amount of mote than £ must hava earned moro than $120 [ bis high quar-
tor nlono.



is not evidence of discrimination againsi such
workers, but rather confirmation of the [act that,
among the claimants studied, those with meager
cmployment—whether measured on a weekly,
quarterly, or annual basis—likewise have menger
hourly, weekly, quarterly, and annual earnings,

Weeks of Employment Versus Multiples of the
Weekly Bencfit Amount as Eligibility Re-
quirements

When the weeks-of-employment  crilerion  of
eligibility was generally abandoned by the State
unemployment compensation systems, il was felt
desirable to substitute some reguirement which,
utllike a flat dollar-carnings requircinent, would
ensure that all eligible elnimants work for approxi-
mately cequal periods in covered employment.
The most widely adopted means of ensuring
cqual prior periods of work was a requircment
that an cligible claimant carmm o given multipte of
his weekly benefit amount i his base year,
Since in most Stale laws weekly benefit amount
provisions are designed to yield weekly benefits
equal approximately to half of full-time weekly
wages, it was assumed that all claimants could
carn any multiple of this amount only by employ-
ment extending over half as many weeks.  Under
most State laws, however, weekly benefit amounts
are not computed as hall of the full-time weekly
wago reported by employers, but as a fraction—
ranging from ¥, to ¥s—of carnings in a preceding
catendar quarter when earnings were highest.?
If, for example, weekly benefit amounts are equal
to %4 of carnings in the highest quarter of the base
year, 30 times this amount could be carned only
by employment in about 1.5 quarters (i.ce.,
high qum;(: cmm"gsx30=1.25 times high-quar-
ter earnings), or in about 15 to 17 weeks. The
principle of basing eligibility on a multiple of the
weekly benefit amount is now embaodied in the
laws of 32 States,

2 This methml of comnputing weekly benefit amounts was n.dnm('rl for
ardminigirative rensons. By ualng this deviee, employers need report only
the lump-sum waees earned by ench employeo durlng a enlendar quarter.
In devising these forinulas it was nsdunted that o ealendar ueartor contalng
13 weeks and that half of n week's wages could be approximated by dividing
quarterly wages hy 26, Since some workers do not have 13 weeka of employ-
ment, oven in the ealendnr qunrter when thelr earnlngs are greatest, somne
Btates have nsawmed that the average clalmant works for 10 weeks in that
quarter, ond attempt to apprixinate halt of the weekly wape through
dividing quarterly enrnnings by 20 rather than 26.  Of the clnlinants studied
who hnd 15 or more weeks of base-perlod employment, 80 percent hut some
employment In 12 or moroe weeks n the runrter of highest enrnlngs.
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Although it would appear that by correet se-
lection of the mulliple required in conjunction
with any high-quarter formula a provision exactly
cquivalent to any desived weeks-of-employment
eligibility provision could bo found, certain faciors
inerease the difliculty of designing precisely equive-
lent requirements.  First, earnings in the high
quarter divided by s uniform feaction are not
always equal to hall of each clnimant’s full-time
weekly wages, beeause some workers may not
work full time dwring the ealendar quarter and
others may work overtime.?  Henee, 0 muliiple
of the weekly benefit amount is not precisely
cquivalent to employment in hall as many weeks,
Second, eligibility provisions stated as a multiple
of the weekly benefit amount do not apply with
equal stringency to those eligible Lo receive ming-
mum  and maximum  weekly  benefit amounts,
With, for example, a $7.50 minimum weekly bene-
fit amount, those granted the minimum must earn
al feast $225 to qualify under a requirement of 30
times the weekly benefit amount.  If the elaimant
usually carned $8 per week he would have to have
employment in more than 28 wecks in order to
qualify. At the other end of the seale, workers
with the maximum weekly benefit amount of, for
example, $15 would have to carn $450 in order {o
qualify. DBut a claimant who carned $45 per
week could qualify by fall-time employment in 10
weeks, or much less than hall as many weeks as
the claimant entitled 1o the minimum,  Between
these maximum and minumum limits, however,
most elaimants would have to work in about 15-17
weeks in order Lo qualily il weekly benefit amounts
were staled a8 %4 of highest quarterly earnings.

The extent to which the effeets of o multiple
of the weekly benefit ammount and a weeks-of-
employment provision may differ wag tested by
selecting two requirements which rendered ineligi-
ble approximately the same gross number of
claimants,®? It was found that n requirement of
15 weeks of employment would render 19.0 per-
cent of the elnimants incligible, and that a re-
quirement of 30 times the weekly benefit amount

N Aforeover, the caleadnr dquneter of Dighest eacniongs mny e the peelod of
12 consecntive weeks when earndngs are highest for some elnlmants, hut for
other elnhinnnts o perled of 13 consecutive weeks whieh fnlls within 2 ealeiddnr
ruariers may boe the period of highest earndngs,

1 Weekly benefit amnounts computed ns Y of enrhings In the high quartet,
rounded to thae next Righer dollar with a $1 minimun and a $13 maxdmun.
Although o 35 wmlulaem was nssumed [ this eennputation, rmther 1han the
4 minlmam assumed in tablo 6, (he results would not have been significantly
difterent If o 283 minhmuin had been used,
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would muke 20,1 pereent of the claimants ineligi-
ple. The gross cifect of tho Lwo provisions was
therefore almost identieal, and, as was true of the
geleeted  weeks-of-employment and flat  dollar-
carnings requirements examined above, it was
found that the individuals declared ineligible wore
for the most part identieal,  Of the two incligible
groups, 88 pereent were identteal individuals.
Moreover, Lthe remaining bwo groups, ench con-
gisting of 6 percent of the claimant group who
would be eligible under one provision but ineli-
gible under the other, did not have markedly
different  charncteristics.  Those cligible under
the 16-week but incligible under the 30-limes
reuiremnent had weekly benefit amounts ranging
from $1 to $15, as did the gronp eligible under
the 30-times bul incligible under the 15-weck
requirement.®

The theoretienl possibilily that an cligibility
requirement, expressed as n multiple of the weekly
benedit amount is diseriminalory because it may
allow workers with the maximum weekly benefit
amount, to qualify on the basis of few weeks of
cmployment, while those entitled to the minnmum
benefil amount are foreed to work in many weeks
in order to qualify, was found to he of little
quantitative importance,  One lonoe cligible claim-
ant entitled 1o n $15 weekly benefit amount
(weekly benefit. amount computed as %, of high-
quarter carnings) qualifiecd by employment in
fewer than 15 wecks,  Among those claimanis
with the $3 minimum weekly benefit amount, fow
actunlly worked for many wecks during the haso
period,  Of all elaimants at the $3 benefit level,
73 pereent had employment in fewer than 15 weeks;
of those who carned 30 times the weekly benefit
amount, two-thirds worked in fewer than 30 weeks;
There were thus very few cligible claimants with
the $3 minimum weekly benelit amount who
were foreed to worle in an exeessive number of
base-period weeks in order to qualify.

The level at which the minimam benelit amount
was sel did, however, exercise a marked effecet on
the proportion of elaimants rendered ineligible.
When the minimum weekly benefit amount was
incerensed from $3 Lo $5 undoer the 30 times weekly
henelit nmount provision (weekly benefit amounts
computed as ¥y of high-quarter earnings) the pro-

8 The study nlso idieated thut 81 pereent of the ndivldoals ineligible
under o requirement of $120 in base-period enrnings waoutd also be ineligible
under the 30 tnwes weekly Denefit amonnt prevision descrilnd above.
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-weekly benefit amount,

portion of clnimants ineligible rose {from 21.9 to
25.6 percent, an increase of aboul 17 percent,
The interaction of the multiple of the weekly benefit
amount provision and the minimum weckly
benelit amount provision thus resulted in e rather
sharp and arbitrary increase in the severity of the
cligibility provision as the minimum weekly
benefit amount was increased.

Table 7.—Percont of South Carolina clatmants incligiblo
undder alternative eligibility requirements, by fraction
aof highest-quarter earninga

Poereont of clalm-
anta fnolfglblo un-
der fraction of
highesl-quarter

Mult[ple of wonklﬁ benent amonnt requfred for carnings which
IS

ribility dateriminoes weok-
1y benefii amount ?
2T Y44

1.1 11,8

10.1 12.8

2.7 21.9

20.0 26.7

Y 30.0

L With a $3 winfmutn and a $16 niaxhioutn,

When o given multiple of the weekly benefit
amount is established as the eligibility require-
ment, the severity of the requirement depends
direclly on the manner in which the weekly bene-
fit amount is computed as well as on the minimum
Thug, an eligibility re-
quirement of, for example, 30 times the weekly
benefit amount can be evaluated only in con-
junetion with the weekly benefit ninount provision.
Ifor the claimants studied, a shift from the ¥, to
the ¥, formula ($3 minimum and $15 maxitnum
assuned under both formulas) would eause this
requirement. to become somewhat less stringent.
{table 7). Ielatively low wage levels in Souths
Cuarolinn, however, make the minimum weekly
benefit amount a more important faetor in deter-
mining the effect of o multiple of the weekly benefit
amount. provision,

Coneclusions

The findings of this study are baged on an exam-
ination of the detailed employment and earnings
histories of 12,241 individuals who filed claims for
unemployment benefits in South Carolina during
the period QOclober 1, 1938-September 30, 19390,
"The snmple was so chosen that it is representative
of the claimants who may be expected to filo

1



benefits over the course of a short business cyclo
in South Carolina. The results of the study are
gonorally applicable only where pattorns of om-
ployment and earnings approximats those found
in South Carolina.

(1) Workers with few weeks of employment during
a Il-year base period had low hourly wage rates,
worked for few hours per week, and carned small
amounts per week and per year. Thoso with sub-
stantinl employment in the qualifying period like-
wise carned highor amounts per hour, week,
quarter, and yoar,

(2) As, for most workers, there was a direct
correlation between the amount of annual earnings
and annual employment, virtually the same indi-
viduals were made tneligible by requirements stated
as a multiple of the weekly benefit amount, as a
Jlat dollar amount, or as weeks of employment.
Between 85 and 90 pereent of the incligible group
under any two of these provisions (assuming that
the requirements worc so adjusted that the same
gross number of claimants would be incligible)
would bo tho same persons.

(3) Under substantial eligibility requirements of
any type, most workers who averaged very few hours
per week and who earned very small amounts per
week were ineligible. Thus, under a weeks-of-em-
ployment requirement those who qualified worked
for a substantial number of hours in each weck;
workers with few hours of work in many weeks
did not qualify, The incligibility of most workers
with low weckly wages is directly relevant to
the establishinent of minimum weckly benefit
amounts, Tho caso for setting a very low mini-
mum weekly benefit amount because of the exist-
once of a largo group of workers with low weekly
wages becomes less sound when, as a matter of
fact, most of these workers may receive no benefits
whatover.

(4) Although eligibility requirements stated in
terms of any measure of employment or earnings
may be adjusted so as to render tneligible the same
total volume of claimants during a given period,
equivalent requirements will not remain equivalent
during all phases of the business eycle. JEarnings
and employment rarcly fluctuato proportionately
as business fluctuates, Henee, it was lound that of
two carnings and employment eligibility require-
ments  which were equivalent in  prosperous
poriods, the earnings requirement became more
difficult to meoet in less prosperous periods beeause
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carnings tend in South Carolina to {luctuate more.
widely than emnployimnent.

(6) The proportion of claimants ineligible under
any requirement varied widely from quarier to quarter
over the period studied. Sinco the number of claim-
ants clearly not attached to the labor market dig
not vary by this amount, it is clear that the wide
variation in the proportion of ineligible claimants
was enused by the fact that somo workers usually
attached to the Inbor market experience years
when they earn relatively little money and work
for relatively few weeks. This fact casts doubt on
the adequacy of a L-year period as the interval
over which attachment to the labor markel is
tested. Indeed, tho period of time over which
qualifying experience may be gathered apponred
in South Carolina to bo a more important aspeet
of the eligibility provision than was the type of ex-
perienee (i. e., flat dollar enrnings, weeks of employ-
ment, or multiple of the weckly benefit amount)
uscd to test attachiment to the labor market.

(6) Under no measure of earnings and employ-
ment was there a clear breaking point between those
with low earnings (hourly, weckly, quarterly, or
annual) and those with high earnings, nor could a
clear distinetion be drawn between those with rela-
tively full and those with meager employment
(measured as average hours worked per week, or
weeks of employment in calendar quarters and years).
It is therefore futile to expect that even the most
detailed statistics will elearly reveunl the existence
of o group of workers attached to the eovered
Inbor market and the existence of another group
unattached to thecoveredlabormarket. Thus, any
specific cligibility requirciment must be somewhat,
arbitrarily scleeted in the light of broad policy.
The relative total cost of benefit payments under
restrictive and lenient requirements, the minimum
scale of benefit payments which should be estnb-
lished when benefits are based on past wages and
peid as o matter of right, thenet social consequences
of excluding claimants from benefits when other
programs for public aid to the unemployed are
inndequate, and equity among individual claim-
ants are alt considerations which should weigh
heavily in the design of eligibility requirements.
Statistical data shed light on the probable effect of
alternative requirements, but are of relatively
little value as guides to the precise kind and volume
of cxpericnee constituting the most  desirable
eligibility requirement
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