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For those hoping to rise out of unemployment, two key measures from yesterday’s job openings report give
reason for optimism. First, for the second month in a row, job openings are higher than they were before
the pandemic: 8.1 million in March 2021 compared to 7.0 million in February 2020.

Second, a new measure developed by The American Institute for Full Employment finds there were more job
openings (8.1 million) than “job seekers” (7.7 million) in March. The 0.95 ratio of job seekers per job
opening matched March 2017 levels, when unemployment was 4.4%."

New Job Seekers / Job Opening Measure (Blue)
vs. Unemployed Persons / Job Opening (Red)
Monthly, Mar. 2005-Mar. 2021
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"Unemployed Persons" includes furloughed workers who have a job on hold; "Job Seekers” =
Permanent Job Losers & Those Completing Temp Jobs + Job Leavers + Reentrants + New Entrants
Sources: BLS Household Survey & Job Openings & Labor Turnover Survey

Why are Job Seekers Not Going Back to Work? .
Total Job Openings

Feb 2020 - March 2021
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With so many job openings, why did Friday’s DOL data show 10
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5.8
million workers out of work for over six months? We've &
identified five key reasons why some job seekers aren’t going 4
back to work: ,
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personal health concerns. These concerns are expected to dwindle quickly as more adults are now
vaccinated.

e Disproportionate Unemployment Benefits. Because of federal unemployment benefit bonus
payments, more than one third of workers are making more by staying at home than they did on the
job. This $S300 per week add-on to regular unemployment benefits is scheduled to end in September,
but some states are proactively addressing it sooner (see below).

e Child Care Due to School Closures. Because of school closures, some workers have to stay home to
supervise children. Fortunately, in another month, most schools will be out for the summer and
closures will be moot. Child care options are expected to normalize this summer as vaccination levels
rise further.

e Work Search Waivers. Despite the surge in job openings, many states are still waiving the standard
requirement that people receiving unemployment benefits must actively seek a new job. Many states
waived requirements for ALL unemployment claimants—even those whose layoffs were not related
to COVID-19. Even in the booming economy of 2019,

California had over 800,000 U!. claimants, meaning at Monthly Job-Finding Probability by Unemployment Duration
least 800,000 laid-off workers" are likely being lumped ._ ] ol s

into a one-size-fits-all approach to work search Job-finding probabilty

waivers. By waiving work search requirements, states 178
give workers a powerful nudge to stay on the sidelines
by implying a job search is likely fruitless.
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e Depression & Lack of Confidence. For many among
the 4.2 million long-term unemployed, the depression
and fear that often results from being out of work for 4,
a long period of time can be paralyzing. Research
shows the likelihood of landing a job in a given month B s e o ven o ooh
drops sharply by the end of two months and SOy S o
continues to drop over time.
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So What Are the Policy Options?

While shutdowns and personal health concerns appear to depend largely on vaccinations, long-term
unemployment challenges and incentives to look for work are within the control of Congress and the states.
Just as we have funded unemployment, we should now fund reemployment.

1. Re-engage Workers—End Unnecessary Work Search Waivers. This week, President Biden said:
“We're going to make it clear that anyone who is collecting unemployment who is offered a suitable
job must take the job or lose their unemployment benefits . . . .” He noted some limited COVID-
related exceptions and asked DOL to help states reinstate work search requirements. Republican
House Ways & Means Committee ranking member Kevin Brady has pushed for work search
reinstatement for the past year, including the introduction of a recent bill in the House to do just
that.

It's time for all states to reinstate work search requirements for everyone who isn’t on a temporary


https://www.weforum.org/agenda/2016/08/the-longer-youre-unemployed-the-less-likely-you-are-to-find-a-job-why
https://www.whitehouse.gov/briefing-room/statements-releases/2021/05/10/fact-sheet-president-biden-announces-additional-steps-to-help-americans-return-to-work/
https://www.congress.gov/bill/116th-congress/house-bill/7066?r=90&s=1

layoff. Many states did this long ago, and several have announced they will soon. More than 20,
including California, have not reinstated work search requirements.

Modernized work search requirements should include activities that not only involve contacting
employers but also those that prepare a job seeker to contact the right employer for the right
opportunity in the right way. Each of these activities can increase the odds of landing a suitable job
faster. Ignoring them tends to prolong unemployment.

For workers temporarily laid-off due to COVID-19, it’s time for states to reconsider their maximum
furlough rules. Before the pandemic, states waived work search requirements for temporarily laid-off
workers for about two months, depending on the state. Pandemic furloughs, however, have largely
been unlimited, with “temporarily” laid-off workers allowed to collect Ul for six months or more
without looking for work.

While we tend to focus on how Ul benefits can replace income for our unemployed, it’s important to
keep in mind the other impacts of prolonged unemployment that are harder to address. A worker’s
job gap can become costly in terms of keeping skills current, advancing in the workplace and being
attractive to employers. On a personal level, unemployment has been linked in many studies to
increases in depression, suicide, alcohol and drug abuse and domestic violence.

Double Reemployment Funds in RESEA. To prevent more people from joining the 4.2 million long-
term unemployed, Congress should add flexibility and double the budget for states’ Reemployment
Services and Eligibility Assessment (RESEA) work —from about $200M a year to $400-S500 million—
to enable extra coaching and other assistance. The program is proven to reduce duration of
unemployment and produce a positive return on investment. Since the start of the pandemic, the
pool of claimants eligible for RESEA services has increased dramatically and many states could
provide these cost-effective services if funding were increased.

Allow On-the-Job Training for the Most Vulnerable.

Wage subsidies help employers hire job seekers who Long-Term Unemployed

are stuck and need a foot in the door to gain the Feb. 2020 - April 2021 (MMs)
experience and skills necessary to regain their full -

income. The Georgia Works program and the DOL 394040415242
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2010 Innovation Award-winning Texas Back to Work
program offer examples for other states to emulate.

A national Georgia Works type program could be 2 1124,
enacted giving states the option to allow Ul claimants 1
to keep their benefits for eight weeks while they 0
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volunteer for an employer willing to provide them T
P 3 22328028883 3

needed training and experience so they are likely to
land a job at the end of the program.

Guide Claimants on Suitability Standards for Health Issues. Each state has specific standards for
what jobs are suitable, including suitable environments from a health standpoint. It will be important
for states to continue to guide claimants on what jobs are suitable for them.

Reevaluate Incentives. As employers struggle to fill openings, some states are trying a new approach:
reemployment bonuses. In July 2020, Idaho implemented a $1,500 bonus for employees who return
to work for four weeks. Last week, both Montana and South Carolina announced they will end the



https://fullemployment.org/publications/keys-to-modernizing-ui-work-search-requirements
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https://rebound.idaho.gov/return-to-work-bonuses/
https://www.nbcnews.com/news/us-news/montana-governor-ends-extra-unemployment-payments-citing-worker-shortage-n1266346
https://www.wltx.com/article/news/local/sc-governor-to-end-federal-pandemic-unemployment-benefits-on-june-30/101-3ea92f07-1b11-4c98-9cb2-890164a6f457

federal $300 per week supplement and some other federal Ul programs at the end of June, and
implement a program similar to Idaho’s reemployment bonus approach instead. This week,
Governors from a handful of states, including lowa, Alabama and Tennessee, announced they will
follow suit. Finally, last month, a bill was introduced in Congress to provide a similarly-sized
reemployment bonus nationally. These return-to-work bonuses can neutralize the perverse
disincentives for workers to remain unemployed and for those who return to work more than four
weeks sooner, they can cost less than the current program.

We Can Turn the Corner on Long-Term Unemployment

Like much of the nation, state and federal policy-makers are experiencing pandemic fatigue. Those in the
trenches of handling the flood and complexities of unemployment claims while fending off fraudsters are
especially exhausted. And our unemployed are exhausted—from months suffering the unseen personal
poverties of unemployment.

This is our time. As we head for the light at the end of the COVID unemployment tunnel, it’s time for policy
makers to step up and give one last push, so we don’t leave our fellow workers behind, stuck in a dark place
without help or hope. It’s time to commit as much focused effort on reemployment policy as we have on
unemployment policy.

John Courtney is President of the American Institute for Full Employment. For the past 25 years, the Institute’s
team of consultants has worked with 25 states and Congress to develop evidence-based reemployment
solutions in unemployment insurance, welfare and workforce programs. To learn more or apply for a free
assessment of your state’s reemployment programs, including RESEA, contact us at info@fullemployment.org.

"our methodology adapts traditional measures for the pandemic anomalies in the labor market. We define true “job seekers” as excluding
furloughed workers - those who are temporarily laid off, have a job to which they expect to return and are not looking for work. In the
accompanying chart we compare the traditional U.S. DOL measure of "Unemployed persons per job openings" to our enhanced measure. The
traditional measure (red) includes furloughed workers. During normal times, including them had a consistent and small impact on the ratio.
However, during the pandemic, including furloughed workers distorts the ratio significantly, undermining its value to job market observers and
policy-makers. To provide clarity, AIFE’s alternate measure (blue) eliminates the “Furlough Factor.” Specifically, “job seekers” in our measure
includes the following categories from the DOL Household Survey: Permanent Job Losers & Those Completing Temp Jobs, Job Leavers, Reentrants
and New Entrants. And while some furloughed workers may be undercounted in current methodology as some are looking for work, some job
openings are also undercounted with employers who are willing to make a hire immediately if the right applicant comes along, but who have not
met the definition of having actively begun to seek applicants.

We've also calculated our new measure using certain pandemic-related labor market drop outs. Some have argued for an expanded definition of
the unemployment rate. In February, Federal Reserve Chairman Jerome Powell notably posited that the true unemployment rate was closer to
10% than January's measured 6.3%. He suggested counting group of workers who dropped out of the labor force and were not looking for work
and therefore are not defined as “unemployed.” Powell suggested they should be counted as they "were prevented from looking for work due to
the pandemic." Economists speculate the key drivers for this group are health concerns and the childcare for online students. Encouragingly, the
number of these workers has dropped significantly from March to April 2021 (3.7 million to 2.8 million). When including this same group of
workers in AIFE’s “job seeker” definition, the ratio of job seekers per job opening rises from 0.95 to 1.4 job seekers per job— matching the ratio
in 2016, seven years after the Great Recession.

il In the lower unemployment year of 2019, California had 874,839 Ul claimants (First Payments). U.S. Department of Labor Employment and
Training Administration Unemployment Insurance Data, 2019 Quarters 1 - 4. https://oui.doleta.gov/unemploy/data_summary/DataSum.asp

ii Us Department of Labor, Employment and Training Administration. (2012). Impact of the Reemployment and Eligibility Assessment (REA)
Initiative in Nevada. Washington, DC: Michaelides, M., Poe-Yamagata, E., Benus, J. & Tirumalasetti, D.
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