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THE BROAD REACH OF
LONG-TERM UNEMPLOYMENT

by Andrew Settner and Jeffrey Wenger

NATIONAL EMPLOYMENT LAw ProJecT & Economic PoLicy INSTITUTE

Long-term unemployment is the scourge of a declining economy. After the unemployment benefits run
out, the bills are overdue, and the retirement fund is tapped, many Americans are still looking for jobs.
Some people may believe that the long-term unemployed, those unemployed for more than six months,
are not looking hard enough for work, do not have enough education, or are not good workers. The reality
is that the long-term unemployed are better educated, older, and more likely to be professional workers.

In 2002, 18.3% of the unemployed spent more than six months looking for work; this number had
increased to 21.8% by April 2003. In particular, long-term unempl oyment became more concentrated among three

groups.

. mid-career workers (those over 45 years old)—34.8% of |ong-term unemployed workerswere over 45
yearsold;

. college graduates—18.1% of thelong-term unemployed had college degrees; and

. executive, professional, and managerial workers—20.1% of the long-term unemployed came from these
occupations.

In April 2003, unemployment increased to 6.0%. Throughout this recession, analysts have anticipated
higher unemployment rates resulting from job losses and weak economic growth in the United States.
Despite the weak economic performance, the unemployment rate has remained low, largely because many
people have given up looking for a job. Some people have returned to school to receive training, while
others look for work only occasionally because they are discouraged by the lack of job prospects.

1660 L STREET, NW, SUITE 1200, WASHINGTON, D.C. 20036 « (202) 775-8810 - WWW.EPINET.ORG



Theweak demand for workers coupled with ongoing economic weakness means that osing ajob may be
relatively rare, but oncelost, finding anew jobisincreasingly difficult. A good indicator of the difficulty many
of theunemployed have finding ajob isthe average number of weeks spent looking for work. Asof April 2003,
the average spell of unemployment increased to 19.6 weeks. The average unemployment duration has not been
that high since January 1984; at that time, the national unemployment rate stood at 8%. Although some analysts
claim that therelatively low unemployment rate reflects an “ adequate” labor market, in truth, the labor market
is considerably worse than adequate for the unemployed.

Characteristics of today’s long-term unemployed

Analysis indicates that the current economic downturn has had a surprisingly severe impact on “better-off”
groups. Workers normally thought to have the skills and backgrounds necessary to avoid prolonged
unemployment during a recession experienced long periods of joblessness; many were unemployed for
more than six months. Once mid-career, college-educated, or executive and professional workers lose their
jobs, they are more likely than other workersto remain unemployed for along period of time (SeeTable1).

Today’s equal opportunity labor market recession has also substantially affected |ess-advantaged
workers, in particular, black workers and those previously employed in manufacturing. Once unemployed,
these workers are more likely than others to remain unemployed for six months or more.

The data show that long-term unemployment is more common among better-educated workers:
43.6% of the long-term unemployed in 2002 were educated beyond high school, compared to only 39.6%
of the total unemployed in 2002. In other words, better-educated workers are overrepresented among the
long-term unemployed as compared to the total unemployed population. A similar pattern is found among
occupational backgrounds. In 2002, onein five long-term unemployed workers were from white-collar
executive and professional occupations, compared to only one out of six of the total unemployed popula-
tion. That is, more of the long-term unemployed are from white-collar occupations, as compared to the
overall unemployed population.

L ower-wage workers, generally thought of as particularly vulnerable in arecession, are also an
important part of the long-term unemployment picture. In terms of race, black workers are more prevalent
among the long-term unemployed (making up 25% of this category) than among the total unemployed
(20%), reinforcing the notion that lower-skilled black workers are likely to be the “last hired, first fired.”
Manufacturing workers, who have experienced great economic dislocation in the past several recessions,
have also fallen victim to long-term unemployment. One in five long-term unemployed workers in 2002
were from the manufacturing sector, compared to just one in six in 2000.

Growth patterns and the likelihood of long-term unemployment
The steep rise in the percentage of the unemployed looking for work for more than six months is evidence
of the continued overall weakness of the economy. The percentage of the unemployed searching for work
for more than six months has increased from 11% in 2000, to 18.3% in 2002, to more than 20% so far in
2003.

Another component of the jobl essness pi cture isthe expansion of long-term unemployment during the



TABLE 1
Characteristics of the long-term and total unemployed, 2000 and 2002

Share of long-term
unemployment

Share of total

unemployment

2000 2002 2002
Age
16-24 24.2% 20.1% 32.7%
25-44 43.0 45.0 42.4
45+ 32.9 34.8 25.0
Education
High school or less 64.8% 56.4% 60.4%
Some education beyond high school 21.1 25.5 25.0
College graduate 14.0 18.1 14.6
Race
Black 29.0% 25.2% 20.4%
Hispanic 16.9 11.5 14.8
White 48.3 56.9 59.4
Other 5.9 6.3 5.5
Gender
Women 44.1% 43.4% 45.4%
Men 55.9 56.6 54.6
Occupation
Executive, professional, and managerial 14.2% 20.1% 16.2%
Farm, forestry, and fishery 3.6 2.4 3.2
Operator and laborer 21.7 21.4 20.4
Precision production, craft, and repair 9.2 10.2 11.3
Technical, sales, and administrative support 24.5 26.2 25.7
Other 26.8 19.7 23.2
Industry
Agriculture 2.8% 1.7% 2.7%
Construction 7.8 7.1 10.0
Finance, insurance and real estate 4.8 4.2 3.5
Manufacturing 17.0 20.1 15.1
Mining 0.5 0.3 0.4
Retail trade 175 17.4 20.7
Services 28.5 29.5 30.3
Transportation and public utilities 5.9 7.4 5.9
Wholesale trade 3.1 4.1 3.1
Other 12.1 8.3 8.5

Source: Authors’ analysis of 2000 and 2002 current population surveys.




sustained job decline of thelast two years. The data present acompel ling picture of the breadth and depth of
today’ slong-term unemployment compared with pre-recession unemployment levels. Table2 examinesthe
proportion in each subgroup that has been unemployed for more than six months. From thiswe cal culate the
likelihood of long-term unemployment for different groups of workersasthe economy moved from full unemploy-
ment to a sustained decline across 2000 and 2002.

Age: The data show that long-term unemployment has grown equally among workersin their prime
earning years (25-44) and among mid-career workers (45+). However, it is these mid-career workers who
have suffered the most during the current downturn, with more than a quarter (25.6%) becoming long-
term unemployed. Mid-career and older workers often suffer difficulties with long-term joblessness during
economic downturns because they must replace higher-than-average wages and overcome age discrimina-
tion in the labor market.

Education: Once college graduates |ose their jobs, they are more likely than workers at other education
levels to become long-term unemployed. Throughout 2002, 22.7% of unemployed college graduates had
been out of work for more than six months, markedly higher than the 2002 national average of 18.3%. In
contrast, only 17.0% of jobless workers with high school degrees or less were long-term unemployed, and
18.7% of those with some college education endured such long spells—rates similar or less than the
national average. Along these lines, the number of long-term unemployed college graduates has tripled
since 2000, and the number of long-term unemployed workers with some other education beyond high
school hasamost tripled. National Employment Law Project (NELP) interviews have revealed the shock that
highly educated unempl oyed workers experience when they find that their skillsand education do not ensurean
easy transition between jobs. These data underscore thefact that the lack of available jobs—and not the skills of
America sunemployed workers—isresponsiblefor long-term joblessness.

Race: Like the industry data that follow, data on race and long-term unemployment provide evidence for the
broad character of the current decline. Black workers are significantly more likely than unemployed workers
from other races to be long-term unemployed. Unfortunately, this seems to confirm afamiliar pattern for
black workers. During economic good times, black workers are able to overcome racial discrimination and
labor market disadvantages (education, etc.) but not when jobs are scarce. On the other hand, the ranks of
white long-term unemployed have nearly tripled during this labor market downturn, growing faster than
long-term unemployment among minority workers. In short, black workersare morelikely than whiteworkersto be
long-term unempl oyed, but long-term jobl essness among whitesisgrowing at increasing rates

Gender: Long-term unemployment is affecting male and female workers in arelatively equal fashion
during this recession, with men experiencing slightly higher proportions and growth in long-term unem-
ployment. Thiscontrastswith datafrom thelast recession. In 1992, 22% of unemployed maleworkerswere out
of work for more than six months, compared to just 17% of jobless women. The trend of men and women
moreequally bearing the brunt of joblessness has occurred throughout this current Slump—including slower-than-



TABLE 2
Growth, growth rates, and likelihood of long-term unemployment, 2000 and 2002

Total long-term unemployment Proportion of
subgroup unemployed
Relative growth, for more than
2002 2000-20022 six months, 2002°
U.S. total 1,531,000 2.3 18.3%
Age
16-24 308,000 2.0 11.3%
25-44 690,000 2.5 19.5
45+ 533,000 2.5 25.6
Education
High school or less 864,000 2.0 17.1%
Some education beyond high school 391,000 2.8 18.7
College graduate 276,000 3.0 22.7
Race
Black 386,000 2.0 22.7%
Hispanic 176,000 1.6 14.2
White 872,000 2.8 17.6
Gender
Women 664,000 2.3 17.5%
Men 867,000 2.4 19.0
Occupation
Executive, professional, and managerial 308,000 3.3 22.8%
Precision production, craft, and repair 157,000 2.6 16.7
Technical, sales, and administrative support 401,000 2.5 18.7
Operators, fabricators, and laborers 327,000 2.3 19.2
Farm, forestry, and fishery 37,000 1.5 13.5
Industry
Agriculture 26,000 1.5 11.7%
Construction 109,000 2.1 13.1
Finance, insurance, and real estate 64,000 2.1 221
Manufacturing 308,000 2.8 24.5
Mining 4,000 1.3 11.8
Retail trade 266,000 2.3 154
Services 451,000 2.4 17.9
Transportation and public utilities 113,000 3.0 23.2
Wholesale trade 62,000 3.1 24.3

a. Total weighted count of long-term unemployed in 2002 divided by total weighted count of long-term unemployed in 2000.
b. Long-term unemployed in subgroup divided by total unemployed in subgroup.

Source: Economic Policy Institute calculations of 2000 and 2002 current population surveys data and the National Employment Law
Project.




averagerecessionary service sector growth (wherewomen are morelikely to work) and continued high levels of
femal elabor force participation (meaning women are morelikely to keep looking for work rather than drop out of
thelabor market when job opportunities shrink).

Occupation: A similar pattern emerges with regard to occupation. More than one in five jobless workers
(22.8%) from executive, managerial, and professional occupations qualified as long-term unemployed in
2002. No other major occupational group experienced as great a probability of long-term unemployment;
all other nonagricultural occupations have long-term unemployment rates near the national average.
White-collar long-term unemployment has more than tripled during this recession, substantiating the
popular perception that the current downturn is a more “high-end” recession than those in recent memory.

Industry: Theindustrial composition of the long-term unemployed demonstrates the wide-ranging nature
of the downturn; joblessness clearly reaches more than white-collar and highly educated workers. Nearly
one in four (24.1%) jobless manufacturing workers have experienced long spells of unemployment. The
signature features of the current downturn—the decline of the technology and stock markets and the 9/11
attack—are also reflected in these data. The sectors of finance, transportation and public utilities, and
wholesale trade (intermediate sellers of goods) all experienced greater than 20% |ong-term unemployment,
with the ranks of the long-term unemployed more than tripling in the latter two industries.

Combined statistics from all of the subgroups illustrate who is most likely to experience long-term
unemployment during this downturn. Figure A shows the characteristics of the unemployed with the
highest probabilities of long-term unemployment. Figure A shows that the increase in the long-term
unemployed population is being driven both by workers who have been historically affected by long-term
unemployment (manufacturing and older workers) as well as by more-skilled workers who have been
caught in this current downturn (college graduates and executive, managerial, and professional workers).

State-level analysis

In addition to the national tables, we analyzed state data in seven large states (California, Florida, I1linois,
New Jersey, New Y ork, Pennsylvania, Texas). In 2002, these seven states had slightly less than half of all
the long-term unemployed workers in the nation. Except for Florida and Texas, all have above-average
state unemployment rates.

Some general observations can be made about these seven states. First, workers in these large states
are more likely to be long-term unemployed than workers in the rest of the nation. Moreover, these states
have all experienced substantial increases in long-term unemployment; New Jersey saw long-term unem-
ployment increase by 27,000 workers between 2000 and 2002, while California saw long-term unemploy-
ment increase by 120,000 workers during the same period. To compare these states, we also present the
proportion of jobless college graduates and black workers who have been out of work for more than six
months. On anational level, these two groups happen to have the samerate of long-term unemployment, and
have higher rates of long-term unemployment, than the national average. Thus, these workers provide an
easy source of comparison to analyze how more- and | ess-advantaged workers experience long-term unempl oy-



FIGURE A

Unemployed subgroups with highest incidence of long-term unemployment, 2002
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Source: Authors’ analysis of 2000 and 2002 current population surveys.

ment (despite the fact that many workersfit in both categories).

New York and New Jersey: The two states most severely affected by the terrorism of 9/11 had the highest
incidence of long-term unemployment through 2002 of the seven states analyzed (New Y ork had 24.9%
long-term unemployment and New Jersey had 21.9%). In New Y ork, out-of-work college graduates and
black workers were more likely to be long-term unemployed than other workers in the state, with general
long-term unemployment following a broad pattern similar to the rest of the nation. In New Jersey, college
graduates appear more vulnerable than black workers to long unemployment spells.

California and Pennsylvania: Workers in both of these high-unemployment states are also more likely to
be out of work for long periods after being laid off. In both states, long-term unemployment is affecting
broad sectors of the labor market. College graduates and black workers both are more likely than the
average worker to go long periods without finding employment.

[llinois: The rate of long-term unemployment among the jobless is above the national average in Illinois.
However, college graduates have the same kind of unemployment spells as other workers in the state, with
a 19.7% long-term unemployment rate, while more than 25% of black workers experience extended



TABLE 3
Increases in state long-term unemployment and likelihood of long-term unemployment
by subgroup

Proportion of subgroup unemployed
for more than six months, 2002

2002 Increase from 2000 to 2002

Long-term

unemploy- Allunemployed College Black

ment total Count Percent workers graduates workers
U.S. 1,531,000 879,000 134.8% 18.3% 22.7% 22.7%
California 235,000 123,000 109.8 19.9 251 24.6
Florida 76,000 43,000 130.3 17.8 20.9 23.8
Illinois 81,000 43,000 113.2 19.7 19.3 26.8
New Jersey 54,000 28,000 107.7 21.9 21.9 18.9
New York 138,000 66,000 91.7 24.9 28.6 311
Pennsylvania 69,000 40,000 137.9 19.3 26.4 28.9
Texas 92,000 50,000 119.0 13.7 na 16.7

na- sample size too small.

Source: Authors’ analysis of 2000 and 2002 current population surveys.

joblessness. In Illinois, long-term unemployment appears to be tilted toward more-disadvantaged workers.

Florida and Texas: Unlike the large northern and western states above, long-term unemployment is less
prevalent than the national average in these two southern states. Of the two states, Florida has experienced
agreater increase in joblessness since the start of the recession (on par with the national average). In
Florida, the increase appears broad based, with both college graduates and black workers experiencing
long-term unemployment at rates that are greater than the state average.

Policy recommendations

Long-term unemployment can only be fixed by creating enough jobs for all the workers who want one.
Unfortunately, the fiscal crises in the states and current tax cut proposals will provide no short-term stimu-
lus for the economy. While the Federal Reserve Board has acted repeatedly to lower interest rates, fueling
arefinance boom and helping to maintain arobust housing market, the economy is running against the
limits of monetary policy.

Fiscal policies are needed to stimulate demand for goods and services, stem the loss of jobs, and
continue to provide social services for those in need. Any economic stimulus will take time to heal the
economy, but in the short run, workers who are caught in this economic malaise should be assured that
they can make ends meet. To that end, we recommend temporary policies that will tide people over until
the economy recovers.

Extend unemployment insurance



During recessions, unemployment insurance (Ul) benefits play acrucial role—they allow workersto avoid
poverty, mitigate economic stress, and preserve some savings as well as provide support during long job
searches. Workers from all backgrounds benefit from unemployment insurance, as most workers only
have sufficient assets to provide for themselves for 5.4 weeks of unemployment (Gruber 1999). Also,
unemployment benefits provide a potent economic stimulus, with Ul benefits credited with lessening the
severity of unemployment. Recent analysis indicates that Ul benefits reduced the severity of recessions an
average of 15%; that is, previous recessions would have been considerably deeper and longer without the
economic stimulus provided by unemployment insurance benefits (Chimerine et al. 1999).

However, workers normally only qualify for, at most, 26 weeks of regular state unemployment
insurance benefits—far less than it takes many of the most-skilled workers find ajob in today’s economy.
The extended duration of unemployment is causing arecord proportion of jobless workers to exhaust the
six months of regular state unemployment.

Following the example of prior recessions, Congress enacted the Temporary Emergency Unemploy-
ment Compensation (TEUC) program in March 2002. The program provided up to 13 weeks of extended
benefits to workersin all states, and up to 26 weeks to workers living in alimited number of “high-unem-
ployment” states. As of March 31, 2003, the TEUC program has pumped $13 billion dollars into the nation’s
economy, and over 4.6 million workers have received TEUC payments. Given the breadth of long-term
joblessness, we recommend that Congress and the Bush Administration take action in the following ways:

B Extend the TEUC program: Unless Congress acts, the TEUC program will end at midnight on May
31, 2003. An average of 350,000 workers across the nation have exhausted their regular state benefits
each month for the past six months, and the Center on Budget and Policy Priorities estimates that an
additional 2.1 million workers will exhaust their regular state benefits without finding work from May
through November 2003 (Shapiro and Goldberg 2003). Congress and the Bush Administration should continuethe
TEUC program for at least six months beyond the May 31 deadline.

B Strengthen the TEUC program: The wide reach of long-term unemployment demonstrates that the
job slump has profoundly affected those unlucky workers who have lost their jobs. This persistent unem-
ployment is strong evidence that today’ s tough labor market is at least as bad as past recessions. Despite
this fact, the extended benefit program has been much weaker than in previous economic downturns.
During most of the 1990s recession, almost all workers received a minimum of 20 to 26 weeks of ex-
tended benefits. But because benefits have been so limited during this downturn, 2.8 million workers have
exhausted all federal and state benefits.

The TEUC program should offer at |east 26 weeks of extended benefitsto all unemployed workers. With
the shortage of jobs acrossthe economy, long-term joblessnessislikely to stay at higher-than-averagelevels.
Unemployed workers are experiencing great hardship, and deserve additional support to weather economic forces
beyond their control.



The National Employment Law Project is a national advocacy organization for the unemployed and the working poor. NELP can be
contacted at 55 John .., 7th Floor, New York, N..Y 10038, (212) 285-3025, or at www.nelp.org.

Endnote

1. Inthisanaysis we use data from the 2000 and 2002 Current Population Surveys. These are the same data used to generate the
official unemployment figures each month. Our sample includes only unemployed workers as defined by the U.S. Department of Labor.
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