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INTRODUCTION

On the surface , Unemployment Insurance (UI) appears to have a significant impact
on the distribution of income. In fiscal 1976, payment s undcr all unemployment compen-
sation programs tota led close to $20 billion , more than the combined payments under
Aid to Families with Dependent Children (AFDC ) and the Food Stamp progra m. More-
over , U I provides benefits to those who have lost their labor income, and labor income
is the major determinant of the income distribution in the United States.

The reality behi nd thi s appearance is the subject of thi s pa per. Using several
sources of data we find that although low income families get very little in the way of
UI benefits , their share of UI benefits is greater tha n their share of income from other
sources. Thus, ba sed on the distribution of benefits , tJ l appears to equalize income.

The distribution of UI benefits is , however , only part of the story . The net im-
pact of the UI progra m on the distribution of income depends on not only who gets UI
hut also who pays for it . We present evidence tha t wages adjust , at least to some extent ,
to levels of unemploy ment insurance. If wa ges do fall when UI is increased , this market
adjustment mitigates the cquaii’ing effect of UI recei~~s.

Aside from the direct ef f ec t  of UI on the inc ome of the unemployed , UI is believed
to have a counter-cyclical effec t which, if tru e, would have impo rtant distributional im-
plications . If UI really does lessen the severity of recessions , it will increase the equality
of income because lower income groups suffer the biggest loss in income during a reces-
sion . ‘ UI benefi t payments do exceed tax collections in a recession, and vice-versa in
a boom period . In this sense UI is counter-cyclical. But for UI to be counter-cyclical in
the sense tha t it alters the severi ty of recessions, it must alter the expenditure patterns
of the unemployed . We present evidence in this paper that UI does not alter ihe expendi-
titres of the unemployed; UI appears to have a larger impact on savings patterns. Again,
as in the case of the direct effect of UI , we find that there are long-run mechanisms which
offset the apparent counter-cyclical effects of UI.

Wll ()  G ETS UI?

Elig ibility for UI is determined by previous work experience. All states require
some minim um level of earnings previous to unemployment before any benefits are paid ,

• ‘There arc severa l unemployment compensation programs: regular state UI; federal-
state extended programs (EB , FSB); unem ployment compensation for federa l employees
(UCF E); unemployment compensation for cx -military employees (UCX); federal coverage
of workers not covered under other programs , (SUA); disaster unemployment assistance;
Trade Adjustment Assistance (TAA); and railroad unempl oyment compensation. Total
payments under major income transfer programs (1974 -76) can be found in the Economic
Repo rt of the President, 1977 (table 22).

°~ Scc Gran ’ilich [12]. - 1 -
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and , in addition , many states requ ir e a min imum t iumbe r of weeks or qua rters of work. *
The pu rpose of these requirements is to sc reen out claimants with marginal attachment
to the labo r force . Although it is doubtfu l that the minimum earning requirements, which
are nOW on the order of about $600 in most states, reall y (10 accomplish this objective,
they do screen out many of the poor because the poo r a rc  often those who never work. **
They are often sick or old or they are single parents  of young child ren. Whether these
people would work if it we re not for income t ransfe r payments is not the issue here ;
the point is that since UI goes to those who have worked , it wi l l  not do a great deal to
alleviate poverty . UI paym ents also do not go to those w i t h  hig h income , for two reasons:
fi rst , payments are contingent on unemployment and unemployment leads, at least tern-
po raril y, to reduced income. Second , high income workers are less likely to become un-
employed because the incidence of unemployment falls as skill and tenure increase .

Table I shows the p ropo rtion of families in each income group who reported receiv-
ing UI benefits in 1972 in the Ma rch 1973 Current Population Su rvey ( cPS). The numbers
iii the table understate the proportion actually receiving benefits because the CPS, which
is the household su rvey used to generate nationwide unemployment statistics, suffers
from an underrepo rting bias wi th  respect to u~• ~~ ~ If we assume that the amount of
underrepo rt i ng is not a function of income, then table I implies that there are diffe rences
in the relative probability of receiving UI across income groups: very low income fami-
lies (<$3 , 000 per year) rarely received UI , and middle income families were about twice
as likely to receive UI as families in the highest income bracket .

Table II repo rts unemployment and the receipt of UI for one type of family . It shows
that although middle income families we re more likely to receive UI than hig h income
families (column 2), the p robability that a spell of unemployment was compensated by UI
increased with income (column 3). For these couples , UI receipt was least likely in the
lowest and highest income groups . The incidence of UI , given unemployment, increases
with income. The incidence of unemployment and UI receipt was tabulated by income
group for eve ry family type and the patterns were the same as those shown in table II;
they did not depend on the presence of a spouse or child ren. s ::’~~

The pattern of UI receipt may be partially explained by the fact that higher income
families arc more likely to meet the monetary eligibility requirements for UI , but it is
primarily due to the di ffering causes of unemployment in the various income groups .
Income tend s to increase with age , so higher income households generally consist of
older workers . lob loss among older workers is more likel y to be involuntary than

~‘For a concise list  of state UI provisions , see [22].

~‘See Palmer [18 I.
See Classen [5] and Feldstein [9].

~An aggre~uI ion of a l l  famil y types is misleading since the numbe r of family members
who work affects both the income of the famil y and the probability that at least one member
will  experience unemployment .

- 2 -  
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TAbLE I

REPORTED INCI D ENC E OF UI RECEIPT (1972)

PERC ) :NT 01” FN41 ,J); S
PJtM1I.Y INCOME RECEIVIN G UI

$0— b OO 1.0
1001—2 000 1.6
2001 — 3000 2 . 6
300 1— 4 000  5 .0
4001 —5 000 6 . 2
5001—7500 6.5

750].~-1.0,000 7.3

10 , 00 1— 15 , 000 6 . 7
15 ,001--20 ,000 6.2

> 20 , 000 3 .6

Source: March 1973 CPS Tapes

TABLE II

REPORTED INCIDENCE OF UNEMPLOYMENT AND
RECEIPT OF UI (1972)

(Family type : Married couples - Both working — No children)

Percent of families Percent of families Probability that
where either husband where either husband unempioyment was
or wife experienced or wife received unem— compensated

Income unempi~~~ent pipyment compe’isatiOn by UI

(1) (2 )  (2 + 1)

$0— 1000 4 5 . 4  0 0
100 1—2000 4 3 . 3  0 0
200 1—3000 4 4 . 7  ‘2. 1 .048
3001 — 4000 32 .2  10.0 .310
400 1-5000 4 1. 6  8 .8  .210
5001—7500 28 .9  9 . 4  .324
7501-10 ,000 2 8 . 3  12.4 .441

10 , 001— 15 , 000 21.0 8 .3  .3 98

15, 001 — 20 , 000 12.1 8 .3  .686
> 20,000 7.2 5.2 .723

Source : March 1973 CI’S Tape s
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among younge r wo rkers , and of course the young are more likely to be new entrants
into the labo r force. Althoug h a few states pay benefits to those who voluntarily leave
their  jobs , after a wait ing period , none provide benefits to new ent rants or re-entrants
to the job ma rket who are unemployed while they search for work. The vast majority of
UI recipients are temporarily unemployed victims of involunta ry job loss. Among the
unemployed , then , the older , higher income worke rs are more likely to qualif y for UI. *

To check the distributional patterns of UI receipts against the patterns apparent in
the CPS data , a random (6 percent) sample of claim histories and employer tax records
in Pennsy lvania were tabulated for indiv iduals cove red by UI . UI record s are extremely
acc ur ate . They do not , however , cover people who never work , and since the unit of ob-
se rvation is the ind ividual and not the family, these tabulations are not directly comparable
to those shown in tables I and II.

Table [II show s the distribution of all workers covered by the UI system and the dis-
tr ibution of claimants in Pennsylvania in 1967 . The fraction of workers who collected UI
is higher in this sample than it is for  CPS families, but the general pattern is the same:
middle income wo rke rs make up a dispropo rtionate share of UI recipients.

UI record s have another advantage aside from their accuracy : they allow us to exam-
ine the earnings of Ui recipients in the year before they become unemployed . Compare
the first and last columns of table III. Note that the low income groups show a substantial
drop in earnings , probably because they contain workers who d ropped out of the labor
force in 1967. Except for those groups , unemployment does not appear to result in an
income change for  most workers even though the average duration of unemployment was
over two months. Ave rage incomes don ’t change much over the two years because many
of the 1967 claimants were also unemployed in 1966 . Some UI claimants collect benefits
year afte r year.

Three years of claimant files in Pennsy lvania were merged (1966, 1967. 1968) to
allow anal ysis of repeat collection patte rns . Ove r half the people who had a valid claim
for unemployment insurance in 1968 also claimed in 1967 or 1966, and over 20 percent
had claims in all three years . It seems reasonable to assume that for people who collect
benefits year after year , unemployment does not really constitute a risk; it is a predict-
able event . For such workers , UI is not really an insurance program ; it is part of the
wage package.

‘The di st ribution of tota l uu cn ip loy ine n t  by age (see the yearly Work Ex perience of the
Population , IlLS) always has a large r fr a ct i o n  in  the young groups t han thc di stribution
of UI recipients by age (see I lu mon th l y t t ic t impl oyment  I nsura nce Statistic s, ETA).

- 4 -
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J’cnhi F;yiv ri i~ — 1~~67

( 1  7

Annua l  e~ rn3 njr; Al 1. El ~ i Lie / l~’ ’ ’- ~~ Average  -;
in covered w ar k e r r ;  cia i m a n t  s-f— ” C O V ( I ( ( I  of 1 967 c l a im a n t s

£ f l~~~l~~~7 
~~~~~~~~~~~~~ ~~~~~~~~~~~~ ~~ k - ~ i n  1966 

_______

Total 100.0 100.0 7.9

< $360 11.5 6.9 4.8 $3312

360—999 10.7 4.5 3.3 2198

]000--1999 11.0 13.8 9.9 2386

2000-2999 9.0 20.9 18.3 2653

3000--4 999  18 . 1 2 9 . 4  ) .2 . S  3923
5000— 6 99 9  16.5 14. 2 6 .7  5860

~~. 7000 2 3 . 2  10.3 3.5  8270

~-“shosc who f i l e d  arid met min i~ Lum eorninq ~; r e qu ir e m en t s .

Source : Pennsyiv ani  a Cont inuouc Wage and b e n ef i t  I l i e t or y  Tape s

1 10W MUCH UI?

Thus far , we have described only the likelihood that any UI is received. The amount
of benefits that each worker gets will also affect the distiibution of income.

In general , UI pays half of a claimant ’s previous wage up to a maximum amount .
lk’cause of thi s ceiling, high wage earners receive less than half their previous wage .
Sinc e high wage earners seldom claim UI , the average replacement rate for UI claimants
is close to 50 percent . But, a dollar in UI benefits is worth more than a dollar in wages
because UI is tax-free. UI as a fraction of net wages (wages minus taxes) usually aver-
ages about two-thirds for the claimant population. *

Table IV gives one calculation , based on work done by Martin Feldstein , of the dis-
tribution of UI payments in 1970. It shows that the distribution of the amount of UI col-
]ected by income group is very similar to the distribution of the number of UI recipients

~See Unemployment Compensation: A Backg round R epo rt, Congressional Budget Office [6].

- 5 -
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by incom e group. The bottom half of the income distribution has less than half the
recipients and it receives less than half the benefits . Although UI payments arc not
distributed proportionately across all income classes, they arc distributed much more
equally than income. Without considering who pays for UI , it appears that UI increases
the equality of the income distribution in the U .S.

‘1 AJ H.~E 1V

DI ST ]<] t .IJT ION OF ti ll
1970

% Distri- ni i i t r i —
butiuti buLl on

Fam i ly income % D i s t r i b u t i o n  S 1) i s t r i b u t i o n  o f t ) I  or I t io l i Cy
wi tliout UI of f a m i l ie s  of UT _ Rocip i c o t e  p ayment s  income

$0 to 4,999 28 18 17 7

5,000 to ~‘,999 25 30 31 22

10,000 to 14,999 18 25 24 27

15,000 + 29 27 28 44 -

100 100 100 100

Source : Ca leul ated from Table II in ‘ Unemploymen t  Compcr. ‘nt  ion :
1~dvnrsci  In c e n t i ve s  and Dird:rihutional J ~f l Of l i~1l1CiL ” by
MaiLin “cldstr~t ii end th~ ‘ t it i  t t r  i 7~ t r i c t  ~ t h e
United S1,,t:es: 1972.

WI lO PAYS FOR UI?

The UI Tax System

For most of its 42 -year history , the UI system in the United States has paid UI bene-
fits through a tax on employers . “~‘ On the first $4 , 200 of each employee ’s wages, an

: The distribution of UI payments by income group was also equal to the distribution of UI
recipients by income group in the Pennsylvania data.
~ ‘Tab1e N is based on a 1974 paper by Feldstein [9]. In this paper he used CPS responses,
which were adjusted for underreporting by an imputation system developed at Brookings.
In a 1977 pape r [11], Feldstein uses the CPS and State UI provisions to estimate the actual
receipt of benefits . These late r estimates show a higher fraction of benefits going to lowe r
income groups .

~The recent recession, however, is a significant exception. Many state funds and the
fede ral unemployment tax accounts were entirely depleted . Loans to finance regular bene-
fits and extended benefits were financed from general revenues. The liability for these
loans has not been decided . Benefits to previously uncove red workers (SIJA) are completely
financed from general revenues .

- -- - - . —‘—_— —“ - 
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employer pays .7 percent into the federal tax fund , which is used for loans to states and
extended benefits , and an additional percentage into the state UI fund . The tax rate set
by the state is based on the benefit collection experience of each firm . Employers with
little tu rnove r or few layoff s pay a low rate. All states, however , have a minimum and
maximum tax rate; as a result . unstablc- employers , paying the maximum rate, con-
sistently pay less in taxes than their employees receive in benefits, and ve ry stable em-
ployers , paying at the minimum rate, pay more in taxes than their employees collect in
benefits .

Although there is always variation in benefit payment experience within an industry,
the industry to which a firm belongs is a good predictor of a firm ’s benefit to tax ratio
in the state tax account. Construction firms are frequently responsible for benefit pay-
inents that are ove r twice their tax payments, while the finance industry, on the othe r
hand, is usually responsible for benefit s that equal only half the taxes it pays . *

Table V shows, for selected industries in Pennsylvania in 1967 , that some industries
accounted for a disp roportionate share of UI claimant s, that is, claimants in these in-
dustries exceed thei r proportion in the labor force. In addition, many of the same in-
dustries accounted for benefit payments in excess of taxes they paid . The outcome of
these industry tax patterns is an interfirm subsidy, with stable firms subsidizing unstable
f i rms. The effect is like a payroll tax on stable firms and a payroll subsidy for unstable
fi rms, resulting in reduced equilibrium levels of employment in stable firms and in-
creased employment in unstable firms . The distribution of income is probably not changed
ve ry much. but the interfi rm subsidy does increase the level of unemployment since it
shifts employment toward industries with frequent layoff s.

Do Workers Pay for UI Benefits?

A key question in determining the net effect of UI on the distribution of income is
whethe r - worke rs pay for  UI benefits in the form of lowe r wages. For some workers , un-
emp loyment is a predictable event that occurs every year. For these workers, UI may be-
come part of the wage package. If a wage adjustment does occur, then the distribution of
income will he la rgely the same with or without UI benefits , and much of the limited equalizing
effect shown ear l ier  will  be illuso ry .

The hypothesis that the availability of UI lowe rs wages can be tested using wage data
from the const ruction industry.  Althoug h UI is very impo rtant in the construction indus-
t r y, its relative impo rtance varies by region and by c raft . Weathe r is a primary cause
of seasonal fluctuations in const ruction employment and inclement weathe r , particularly
freezing temperatu res , occu rs more often in some pa rts of the count ry than in others .

~See Becker [2].

~~See Chiswick [4 for an estimate of the effects of the 1974 extension of UI to agriculture.
Chiswick found that the introduction of UI resulted in mo re employees in agricultu re in
the usual seasons of wo rk and more unemployment in the off-season.

- 7 -  
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TABLE V

DISTRIBUTION OF COVERE D MORKCflS, CLAIMANTS AND
EX IIAU STEE S BY IN DUST RY OF PRIECI!’AL EMPLOYMENT ,

AND iNDUS TRY BENEFIT / TAX RATIOS
( P e n n s y l v a n i a  1967)

UI Covered 
- -  

Bencfi t /Ta tj
Industry Workers Claimants Exhaustees Average for

________________________________ ___________ __________ _____________ 
1957—67

Total — All Industries 100.0 100.0 100.0 88.4

Manufacturing 43.9 63.0 46.8 88.5

Durable Goods 25.5 28.7 28.5 n.a.
Lumber & Furniture 1.1 1.6 2.7 90.l~

/
Stone , Clay & Glass Prod 1.9 2.4 1.6 n.a.
Primary Metals 7.0 7.3 3.2 97.9
Fabricated Metal Prod. 2.9 3.5 3.2 n.a.
Nonolectrical Machinery 3.3 2.2 3.2 n.a.
Eloctrical Machinery 4.4 6.2 8.6 50.l~’
Transportation Equ i pment 2.7 3.4 3.8 72.9
Other Durable Goods 2.2 2.1 2.2 n.a.

Nondurable Goods 18.4 34.3 18.3 n.a.
Food & Kindred Prod . 3.4 3.6 4.3 n.a.
Textile Mill Prod . 2.0 3.6 0.5 130.4
Apparel & Re1~~ted Prod . 5.2 20.3 5.4 116.0
Paper & Printing 3.2 1.7 4.3 41.9~

1
Chemicals , Pet. & Coal 2.3 1.3 2.2 55.0~i/Other Nondurable Goods 2.3 3.8 1.6 n.a.

Nonmanufacturing 56.1 37.0 53.2 n.a.
Mining 1.0 1.8 2.1 - 324.2
Contr .ct Construction 5.7 11.8 9.1 159.1
Transp. & Pub. Util . 5.9 3.6 2.7 53.2
Wholesa]e & Retail Trade 25.9 11.8 19.9 84.0
Fin., Ins. & Real Estate 4.9 1.3 3.8 35.7
Service & Miscellaneous 12.7 6.7 15.6 69.6

- - - -- _

n.a. — n ot available
a/ — Furniture only (SIC 2 5 )

— average for 1960-]967 only
c/ — Printing only (SIC 25)

— Chemicals only (SIC 26)

Source : P e nn sy l v a i~Ta Cof ~TTnuous Wane and Benefit History Tapes and
E er ience R~~~~nq i n  Unri  ~~ ment In su r a n c e , Joseph Becker
(Appendix A ).

- 8 -

-

~

--

~

---- --.-.— *.- - -~~~-- - --  -....- 
~~~~~~~~~~~~~~~~~~~~~ —~

---- —- - -* - - - — . - - -- .  — —.



lire seasonality of employment in construction is much less pronounced in the South than
in the North. Cold weathe r (loes not , however, affect all construction equally: primarily
indoor c rafts. such as electrical work, are much less seasonal than outdoor c rafts , such
as carpent ry . Seventy percent of the electricians surveyed in the 1960 U.S . census re-
ported 50 or more weeks of employment while only 40 percent of the carpenters had 50
or mo re weeks of wo rk.

Unemployment insu rance also d iffers marked ly across the country since each state
can set its own UI benefit levels within very broad federal guidelines. The diffe rence in
UI levels across states can be attributed to two factors: first , although all states pay
benefits approximately equal to one-half of a worker’s previous wages up to a maximum
amount , t he maximum, which applies to the vast majority of union construction workers,
differs conside rably from state to state; second, some states pay an extra amount for
dependents , while others do not.

If workers do pay for  UI in the form of lower wages we expect that , ho lding constant
othe r facto rs that dete rmine wages. wages would be lower in a reas where UI was more
generous . We also expect that holding UI and othe r factors constant , wages would be
hig her in a reas where unemployment is mo re likely, because workers must be paid higher
wages to attract them to job s that have frequent or long layoffs. These two expected re-
lationships are not really separate; they are both products of the view that workers demand
ext ra remune ration fo r unpleasant aspects of a job.

It is safe to assume that construction workers are better off when they have more
employment oppo rtunities since they can reject offers when they feel overworked. Thus,
a caree r that offers few employment opportunities is undesirable relat ive to a career
that offers frequent opportunities, and pay in the career with few opportunities must
compensate for this unattractive feature. This higher pay can take two forms: higher
wages during work period s, or unemployment insurance to cover period s when there is
rio wo rk. Both higher wages and UI lessen the relative unattractiveness of an unstable job .
In this sense, highe r wages and UI are substitutes; wages should be higher in unstable
jobs when UI is low , and if UI levels are held constant , wages should be higher, the fewer
days of expected employment .

To determine the effect of job instability on wages. an equation was estimated in
which the relative wages of ca rpenters and electricians were assumed to depend on the

~Scc “Scasonality and Manpower in Construction” (U . S. Dept . of Labor), 1970. Becker

[2] gives benefit/tax ratios for several types of special construction trade contractors in
Massachusetts and New York (table A-9). Electrical contractors had benefit/cost ratios
in 1967 of 31.8 in Massachusetts and 54.6 in New York. Carpentry contractors, on the
ather hand , had ratios equal to 141. 8 in Massachusetts and 135. 5 in New York.

~‘Occupationa I Characteristics - Fina l Rcport , PC(2) - 7A.
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expected loss of employment due to cold weathe r , the level of UI benefits , and licensing
restrictions:

CARPENTERS’ WAGES .

ELECTRICIANS’ WAGES . 
= b

0 + b 1 
(FREEZING DAYS .) + b2 

(REAL UI .)

+ h.~ ( LICENSI NG LAWS)

where

WAGES . = Union hourly wages for carpenters and electricians in
metropolitan area i. (Source: IlLS Special Survey in
late 1965 and early 1966. Results reported in [8].)

FREEZING DAY S. = ‘ftc average number of days in metropolitan area i when
mini mum temperature has been 32° or less. (U.S . Dept .
of Commerc e [20] .)

REAL UI . ‘l’he maximum amount of weekly benefits allowed in
iirc ’tropo litan area i . Assumes two dependents. Dollar
value of UI is divided by average wage of electricians
and carpenters to adjust for differences in area price
levels. (Source: U .S. Dept . of Labor , “Significant
Provisions of Sta te Unemployment Insura nce Laws”
[22 1. 1966.)

LICENSING LAWS = I if the state licenses journeymen electricians; otbe~~~ise
0. (Source: “Summary of Major Provisions of Electrical
Code, Licensing and Enforcement Statutes. . .“ [16]. )

The estimated equation is based on data f rom 48 met ropolitan areas which cover
all geographic areas in the United States.

Relative wages we re used as the dependent variable to abst ract from most of the
facto rs that dete rmine geographic wage di fferences .~~ Whatever these geographic factors
are , they should , for  the most pa rt , affect carpenters and electricians equally, since
each observation of ca rpenters ’ a nd elect r ic ia n s ’ wages is from a sing le metropolitan area .
We hypothesize that area to area variati on in the remaining th ree factors , cold weathe r,
UI , and licensing , will cause the ratio of carpenters ’ to electricians ’ wages to vary .

Since cold weathe r l imi t s  the employment of ca rpente rs more than electricians,
electricians have much mo re stable emp loyment. Thus , if there are compensating
stability diffe rentials , cal -penters should receive hig her  pay, relative to electricians,

~Two multi-state metropolitan a reas we re excluded because there is no way to determine
the level of UI for these a reas .
**For example, unionization could cause bias if wages in a single craft were used as the
dependent variable because the South is not ve ry unionized and it has li t t le cold weather.
Since there are no good measu res of the degree of unionizat ion , the ’ cold weathe r variable
could easily pick up the effects of un ion iza t ion  on wages .
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i i i  a reas that have many cold spells . In the equation, this means that the estimated co-
( I t  i c i e l i t  h 1 8110111(1 he positive. If UI acts as a substitute for compensating wage diffe r-

cli i  a Is , then carpente rs will receive lowe r relative wages where UI is higher , holding
the  iiiirnber of freezing days constant , because UI is more valuable to the more frequently
unemployed carpenters . Thus , the estimated b2 coefficient will be negative. The licensing

va n a  ble is included to capture the effect of restricted entry into the electrical t rades
ca u sed by licensing laws . Seven of the metropolitan areas were in states that licensed
elect ricians , but no state licensed carpenters at the time of the wage survey . Thus,
the expected sign of b3 is negative .

The results, shown in table VI , indicate that although licensing doesn’t seem to
a ffect relative wages, there are compensating wage differentials for risk of uncmploy-
inent , and UI acts as a substitute for these differentials.

To the extent that UI and wages are substitute elements in the remuneration package,
UI will not alter the distribution of total income. It will , however, increase the inequality
of wage income since middle income workers , who are most likely to receive UI, will pay
lor it  i n the form of lower wages.

Coinlvncd Effects of the Interfirm Subsidy and WaEe Displacement

‘[‘he two preceding sections of thi s paper have shown that UI creates an interfirm
subsidy from stable to unstable firms and that there is evidence that UI displaces wages.
We can integrate these two sections if we examine the effects of UI on a stable industry and
on an unstable industry . For the sake of convenience , assume that all firms pay the same
la x rate , independent of their past unemployment experience.

Figure la shows supply and demand curves for labor in a stable industry , both when
U! is available and when it is not. Figure lb shows similar curves for an unstable in-
dustry . The subscript UI refers to the case where UI is available .

Without UI , the wage (W) in the unstable industry must be higher than in the stable
i ndustry to compensate for the higher probability of unemployment . When UI is intro-
(lUCed , the labor supply curves will shift out. The vertical distance between the supply
curves with and without UI is the expected level of benefits per employee. * The shift
in supply is greater for the unstable industry because UI is not very valuable to workers
who aren ’t unemployed very often. If each industry pays the same tax rate, the stable
industry will pay more than its share of taxes and the unstable will pay less than its
sha re. The demand curves will shift down by the same amount for each industry because
he margi nal cost of each employee has gone up the same amount . Each demand curve

shift s down by the UI tax levied per employee. The net result is that employment goes
up in the unstable industry and down in the stable industry.

l’ or simplicity, we assume that workers are risk-neutral; that is , they do not prefer a
ce rtain outcome to an uncertain outcome with the same expected value.

— 11 —

~

‘ r”,I.qr- ~~~~~~~~- _ ~~~~~~~~~ 
- .  

~~~~~~ — —~ 
—



TABLE VI

RELATIVE WA(; E EOUATION
- CAR!~flN TER S ’ WAGEDependent Variable =

IND E PEN I )ENT
VARIABLES COEFFICIEST t-•STATISTICS

Freezing Days (b
1
) .0004 1.96

Real UI — .014 —2.16

Licensing Laws (b
3
) .012 .50

Con~;tant (b 0 ) 1.02 16.29

R
2 

= .13

F (3/44) = 2.15

Note that wages go down in both industries , but wages go down more in the unstable
indust ry because of the greate r shift in the supply cu rve. Total expected pay goes up to
W~ in the unstable industry because the worke r gets WUI in wages and the amount from

A to C in expected benefits . The po rtion of benefits paid by the unstable firm is the
smalle r amount from A to B. The total pay of workers remaining in the stable firm falls
from W to W~ with the introduction of UI and stable fi rrns pay more in benefits per em-
ployee (B-’X) than thei r employees receive in benefits (C-A) . Thus, some workers may
receive inc reases in total compensation, not because of the UI system but because of the
way the Lii system is financed . This subsidy element of UI could increase the equality of
the income distrthution , 1)ut many of the workers in notoriously unstable fi rms -- con-
st ruction workers and acto rs for example -- would not have low incomes in the absence
of any UI program.
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TIlE EFFECTS OF UI ON BUSINESS CYCLES: UI AS A COU NTER -CYCLICAL TOOL

Many people who have studied UI feel that it p roduces a number of very troublesome
incentives: highe r benefits encou rage workers to increase the duration of unemployment;
the tax-free nature of benefits increases the reliance of employers on layoffs as an ad-
justment to changes in demand rathe r tha n price or invento ry adjustments; and, as we
have already mentioned, the inte rfirm subsidy increases employment in f irms with more
frequent layoffs.

Despite these effects , tJI is often considered an indispensible program because it is
believed to have counter-cyclical power. The opening pa ragraph on unemployment com-
pensation from the 1976 Economic R epo rt of the President summarizes this belief very
well:

The recession of 1974-75 has again demonstrated
that the unemployment compensation system is
one of our most impo rtant counter-cyclical tools .
As workers are placed on a layoff , benefits beg in
imniediatcly .. . .This p novision of pu rchasing power
to tile unemploy ed is of substantial importance in
promoting economic recovery . . . .(p. 106).

Figure 2 shows the rat i o of benefit payments to taxes since 1947. It also shows the
unemployment rate for all workers. Benefit payment s do exceed taxes during recessions
and taxes exceed bene fit payments during booms, In thi s sense , UI is counter-cyclical.
But whether or not it is counter -cyclical in the sense that UI lessens the severity of re-
cessions is an entirely different matter. UI can lessen the severity of recessions only
if it increases the spending of recipients. Let Et be expenditures at time t . Then

= UI~ + DISSAVINGt + OTHER INCOM E
~

Expenditures can come from UI, from savings , or from current income. If UI
is counter-cyclical , then an increase in UI

~ 
should inc rease E

~
. If , on the other hand ,

an increase in Ul t simply substitutes for  dissaving, expenditures will not increase and

UI will  not have a counter-cyclical effect.

There arc many studies of the effects of UI on the duration of unemployment. See, for
instanc e, [14]. Ma rti n Fcldstcin is the best-known exponent of the view that firms alter
thei r layoff behavior because of UI . See [io].
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Joseph Becker L i] in a review of six studies of the adequacy of UI benefits , ex-
amined the expenditure patterns of UI recipients in a recessionary period in the late 1950s.
Table VII , drawn from his work , summarizes the fi ndings of these six studies. It shows
that unemployment does not result in a large drop in expenditures because spending is
maintained through di ssaving .

Mo re important is that the rate of dissaving during unemployment (column 4) is
sensitive to the UI rep lacement rate (column I), but total expend itures are not. Since
UI is pa rt of income, column 4 could be negatively related to the level of UI (column 1),
even though UI had no effect on dissaving, because UI enters the denominator of the
dissaving rate. The dissaving rate is (E - 1 )/I where I is income, E is ex-

penditures and the subscript u refers to the period of unemployment. We multiplied
the dissaving rate by lu/lu !  to get a dissaving measure that was free from obvious bias .

The adjusted dissav i ng measure is (E u 
-

Table VIII presents a mo re fo rmal statistical test of the relationships between UI
and expend itu res, and between UI and dissaving. The change in expenditures (column 3
of table VII) and adjusted dissavings were each regressed on the UI replacement rate
and a set of dummy variables to control for family type. The relation between expendi-
ture changes and the UI replacement rate is very weak and not statistically distinguishable
from zero . In contrast , UI does have an effect on dissaving. ~~

‘
~
‘

It is really not surprising that UI affects dissaving because, if the re were no UI
benefit s available, families would save more, specifically to cover expenditures during
periods of unemployment. The net effect of UI is to change saving rates over time
rather than to change expend itu re patterns . This change in private savings patterns
offsets the effect of government deficits in a recession; federal collection and disburse-
ment of taxes substitutes for private saving. ~~~~~~

The effect of UI on wages, discussed in the previous section, and effect of UI on
savings and expenditures, discussed in this section, are shown diagrammatically in
figure 3. Wages are lower when benefits are available because the worke r can expect
to draw benefits during unemployment. These lower wages do not alter expend itures
during pe r iods of employment because the worker saves less for periods of unem-
ployment. Similarly, expenditu res are the same du ring unemployment with and without
UI; it is dissaving that is reduced when unemployment insurance is available.

~A necessary assumption to make this calculation was that the income from other family
members did not change during the period that the beneficiary was unemployed .

*When the dissaving rate is regressed on the UI replacement rate (column I), the co-
efficient is -.80, with a t-statistic of (-3.03).
‘~~~Similar reasoning leads to the belief that Social Security substitutes for private saving .
Darby reviews and extends the literature on this topic in [7].
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TA BLE VII

ASPECTS OF BENEFICIAR Y EXPERIENCE SELECTED
FROM SIX BENE FIT-A 1)EQUAC Y SURVEYS,

1956-1958

(1) (2) (3) (4)
Avera ge Beneficiar y Percent change
benefits net wage in expe ndi— Percent that

Survey site and as a percent as a percent tures from expenditures
f a m i l y  status of of average,  of ne t :~ ,r~— recent period exceed
b c nc l i ci ar i o a  ne t wage- - fly ir.coae of employment income

Tampa , Florida (‘56)
Sing le 46 96 — 7 40
Prim ary 34 91 — 5 

- 
57

Secondary 27 71 — 4 19
Anderson , S.C. (‘57)

Si ngle 56 92 — 16 29
Primary 45 77 — 10 30
Second a ry 53 39 4 13

Alba ny , N .Y. ( 57)
Si ng)e 54 90 +6 42
Primary 45 80 —10 45
Secondary 62 36 +10 23

Portland , Ore. (‘58)
Single 58 91 —15 28
Primary (1 earn er) 45 88 —25 39
Primary (2 earners) 48 67 —18 - 33
Secondary 58 34 — 9 16

St. Louis , Mo. ( ‘ 5 8 )
Sin gle 48 94 —17 42
Primary (1 earner) 38 83 —20 43
Primary (2 earners) 42 65 —19 18
Secondary 50 38 —9 12

Utica , N.Y . (‘58) 
-

Single 63 89 —15 10
Primary (1 earner) 57 82 —9 16
Primary (2 earners) 57 59 —4 10
Secondary 65 34 -7 2

— net means gross minus Social Security and income taxes

Source : in Mrl of the t!nernploycd , Edited by Joseph M . Becker
(Tiabic 5— 2 )
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TA BLE VIII

EXPENDITURE AND DISSA VIN G EQUATIONS
(t-statistics in parentheses)

1’~’.~m i d e~it  ~‘a i i . hl e s  = AExpend itum e 5 7 t d j u~~ted I ] m soavincj s

I ndcp : nd - t V~ r i a~) I

Ui I ))l~ I C  .‘Oflt E~ t o . 09 — .23
(.45) (—1.94)

}~ar si1y Typo

Single 1 .90  2 . 3 3
- ( . 4 2 )  ( . 6 9 )

SCr C( . f l d~U y !:c~ ker  8.8 —4.72
(7.02) (—2.01)

con o to n t  — 1 7 . 4 3  2 7 . 3 7
(—1.65) (3.87)

.10 .30

1( 3 /17) 1.81 2.67

Thus , it appears that the counter-cyclical potential of UI may be illusory. Claims
that the system is counter-cyclical have focused on benefit payments and taxes over the
cycle and have assumed, or calculated with a Keynesian-multiplier model, that benefits
increase national income if they increase the government deficit in a recession, ~ As
we have seen, this need not be the case when actual periods of unemployment are not
much longer than anticipated unemployment. In very deep recessions, when unemploy-
ment is much greater than expected , savings may not be great enough to finance desired
expenditu res. It is during these periods that UI may play an impo rtant , but as yet un-
documented, role in stabilizing the economy.

Our simple test of the counter-cyclical power of Ul is based on only a small amount
of data and the results must be interpreted as preliminary. They do agree, however,
with two earlier studies that have used a ve ry different approach to measure the counter-
cyclical impact of UI .

In his Ph.D. disse rtation William Owen [17] tried to determine whether a state
experiences a less severe decline in employment during a national downturn if it has
gene rous unemployment benefits , lie tested the counter-cyclical effectiveness of UI
by regressing the 1954 and 1958 cyclical increases in each state’s covered unemploy-
inent on a measure of the degree to which UI replaces lost wages in each state. Owen

l o r  a review of these studies, see llamermesh [13].
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found that states with higher benefits did not experience less severe recessions than
those with low benefits . In fact , there seemed to be a positive relation between benefit
levels and cyclical declines in a state.

In a later dissertation , Jerome Komisar [15] used a similar test to examine counter-
cyclical effects in three recessions: 1954, 1958, and 1960-61. Again , the relationships
between benefits and cyclical sensitivity seemed , if anything, to be positive.

‘l’hc results of both these studies have been questioned because UI could be endogenous ,
that is , it may be states with a high degree of cyclical sensitivity legislate higher levels of
UI . Unt il  thi s “ reverse casuality” argument is tackled and treated empirically,  the results
of studies l ik e  Komisar ’s and Owen ’s can be treated as only tentative evidence against the
counter -cyclical power of UI .

- 20 -
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- 
(flNJCLUSIO N

‘~~Jncmp loyment insu r-ance
~ 
could a ffect the distribution of income th two ways: b; pro —

viding direct payments to the unemployed and by lessening the severity of recessions.
At best, it appears that UI has only a modest potential for increasing the equality of
income. The small equalizing effect of benefit payments to the unemployed is offset
by lower wages for worke rs who are  most like ly to receive UI , and the counter-cyclical
potential of UI is offset by adjustments in savings patterns .

Although at first glance it would seem that UI tends to equalize incomes in the sho rt
run , long run adjustments in wages and savings patterns offset its appa rent effects on
income and expenditu res. This does not mean, however, that we can decrease UI with-
out fear of adye rse effects on the distribution of income or the level of national income .
Many wo rkers, now expect to receive UI benefits when they are unemployed and- theytmhave
decreased their savings accordingly. If UI payments we re suddenly cut, those who ex-
pected UI payment might not have enoUg h savings to finance desired expenditures and,
therefore , an unexpected decrease in UI could cause a sha rp reduction in expend itures
and the kind of snowballing unemployment that occu rs in Keynesian-multiplier models.
Thus , even though market adjustments mitigate the distributional effects of UI , since
these adjustments take time, a suddeq decrease in UI could make matters worse than
if there had neven been any UI.

/
We have found evidence that /when workers expect UI payments, UI does not have

an equalizing effect on income. ~Since UI was Set U~ to be an enduring p rogram, not
subject to legislative whims, it- is by nature a program that will produce the changes
in expectations that mitigate the potential of UI to equalize income. The main pu rpose
of UI is not , howeve r, to equalize the distribution of income, but to provide payments,
as a matter of right. not as a matter of need, to covered workers who are unemployed
t h r o u g h no fault of their own. To the extent that UI accomplishes this main objective ,
it may be a desirable program even if it has no effect on the distribution of income.
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5. II l ( I K h 4 I) )USN ) I x 1wn u ( I  ( I  r, ii l)e I )lhl 
1 171, (Dcl, ed at IL/hI )

II I I I t.,i,s.,, I I ’ ,u,s ,,,, I’ru,l,ssto ,,al I ‘,,nuui,unlcaln’ ,l , Va I,da t ,,,u, t,I l’,,~hahiliI y l’,edicl ,,,ns ,’’ 26 ‘P - A g
V I  l’s n . ‘s I N p I ’ i T S l  fit) 4(171 7’lv lIt 71, (l’,e,e,,lcd -01 ilic MI1II,iry (lp~’t aIIi ’tus Researcl, I’l’ 17 1S,,,.,e,1 Mecl,np, l’aII l’?7h1 AD A030 ~~ Rals~,,i, Jant’s N,, “A l)ilFuvu,u,i M,,del l,~t ( al’ Red
I ‘ I ’  , I l - I )  l)c ’g ,ad at ,,n, . ’’ 10 pp.. 5,.t (11 76 , )h’ljhl,tIued il

t Ill 

I
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l b  I 
I ( pip J I 171 P
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‘ II 
5.1 II J 51 Ii 4 rs luk A u I P1 A pph 4 Is V I 4 Pp 4 6 1 8 4 6  7

. 1. , ‘ .1 .1.1,- , ‘.111*11.1 1./I A l~~’lI4I021 I,,, ONKI ‘1,-n I ,,,,sl,k,,s lI,’,uI, 1,14 lI,t ’~ ReIaI,o,i I,, P,~I~,.-y , ’’
5.1 , 5 . I I , ’t 5’ I  ‘ I I  pp.  Jul 1076 Ii ’’ he pr~it l ed ,,, ,S’,o’ m , ’l , Shtt ’a I

/v /lu u, ’n, ’u !),I nuI-huu , o,tJ I ,‘rt ’,gn 1),rll,,l w,,uu, cd, (is I L

l’l’ l4n N M,.cGwire and J Mcl), ,,,u,eII. New \~ rk P,aege,I 4 lassen, Kal) ,leei i I . tJ ,ier,upkuyusuni Insurance and
- .  , ,,

~ 
,,, Ihe l.cnplli ill t.lr.eum ~ploynmcnI . Dcc 1971,, (rresenled

‘,l.(lInnelI . 1av,e~~hl 
an~~~~,~u~~- 

I,,f,i,,.,~I T,uik~~’,I ilw A t )  tttt 
nI ii,c (J lt mverv i ly uI Rn~lscsie, Lab~

,, W~irkshu~p on 11,

I I’,tbI,,hrd iv N ,~~,. I (keans De xelu~p,,,eni St ,, ,(s u, 1 I l  11,0
S1’lI a ‘ C  I ‘ ‘ l ~ II l l e r I C  I ,, , , i , ,t ,  I tee  lIt- lu be, ‘115. 1 Wilt11,,, l.ks,uut,ntl I’. . Jr . ,  ‘‘The II 5.. S,sI? , l Ied amud
- 5 . 1 1 5 . 1 1 7 .’ Ml?) lIe’ (‘tunne,,ltt,nal I)ele,t,e ,,l I~u,,upe , ” 50 pp.. Sip PP 173 

-
1 176 (Subuunl led I,’, puhllcal I~lfl lul AdeIpli~ Papets . kleI,,II,aul , Sui~ilidI I I - 5. N, ,te ,’ ,u RatIo1 Vrll ere ntcs
I I  S S . 1 ,,ndonl Al) ,%O70 457 in tI re A~lde d .Wt ’ r kcr fl )oc niuaged ’W~.mket (,,vlro .

PP . lIet - 1 171, )P,ihl ,slis’ d il ul ,e A,,,eil,.a,,
l’,-,,tt,,uu,,sl . V, ’I. \ \ . N,’ I . SprlilII 11171,1
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‘ I u, iu i l.i~ ,i tu ,, g Im , ,,ceduit . ,” 3) pp.  May 11177 , )S’ ih . hhuul k Elccs rlsl un h)nesu,’enl hil ’lictc ncy in Zn , 0.Doped
unIted ti , pahlim-cul tt in u,, J,,urmual uul Na il,eui , ,u lttsu l (~ U’ LI~I)’a,” July h’)77 , 3 tfl ’ . ( Repemnled f ront

I It. I l ivs,c s ) IEEE Tram isac him mu oil Flc’driiri Devices . Vol.

t’e lis , We,, ,), ‘‘I n v-l ets ’s ,,I Rcte,,Iu ,,,I .n,il u~,, ,  
ED-24 . Ni, 7, Juhy 1977)

,, uLI,, ,uI I .,, I’SN/t (.iadut,Iles ’’ ~ pp - Mu, I ‘177 P1’ 1147
(‘ ,,,le . Russell F . ‘‘N,~~t~,graphy l,u r Ops’ralniius K,- ~‘p 197

77 seauc h ,” 35 Pp.’ Ap,il 1ul77 , llm ,e’s,,IIed al II,,’ J u l  Well , , Anlhimny K., “TIre Cent re b r  Naval Anal-

I ,, ,kr ,ct i , . R.,I,t’,r I- a,, ,) Wa ,, ,e, , Ju , l,tI I’ , “h’,e- NaIm,,,ial Moth,,g ‘I Ike Opcr a ,mom is Re’a ’ .tl,l, 
Yk’s.” 14 pp.. Dee 1077

~l ut I I l iy A , l , , i  t i e  A l,’st uI Alit’,,,,, ~~l’ lip- ikut -ielp tu l Anit’rica a,,,) l’lue Ilislillule ~~ tmlci,lagui.
lm i It l l  l,es II ‘I’ Mai ‘177 Ih ’ r,’’i’t u I , ’,I uI ili,’ l,ut’nl Se ,s , 1’es . Sa,, h’ra, ut ’ivc,, , (‘aIul,i,r,,a , Ii Ma1 h’I’ I II)

I 151191614 1 ‘ ,u,It, ’,,’ ,,tt ’ l,i , I dusi,’,l 411 ,,,, ,,, S, - , ,.s 111 77/ 
(‘ Ia,se,i . Kalhhee i i P.. “Tlue Disi rubtil,u,nal E1l’ects uil

I u . n ~e, ,g  l’e,,It- u I t’,’sl~iiI~’ V,,, ’ ,n l u  
Ilui,’hli1il,iV ,,lCIum )lia m mra ne u ’ .’’ 2~ pp., SepI. lOll

4 7 Airr I lu177 I I’h’ I 1( 1/ I Im ,cse,i?l,d cii a I huv,v ui , I,ni, t ui t i u i n (‘,rn lcr ence

IIt,,cli, Willua ,,u J , ‘‘l,,l,u,,,,alu,,,, I’r,Ic, ’vs,I ig ~,, 
lrIt ,, ,t mc I)IsIrlhilluul,u , (Kt 7-14 , 11177)

III? ()i,lc,v ,ie I’ t urt ’c.usl,llg l,’r M,mII,I aleral Nt’g,t t laiv tt ,c
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PP 190
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.‘~ ‘ I’ Ii,rt ’,l Ia, pre?c’lurum(ulliI I,’ Ilie I SIt u A,im, ,,aI ~~~~ 
IXneh , William,, J. . ‘‘Revs ,lulmo., From A F A R .

S in 1 I ‘177 , II,’ It’ llr,.’st’ ltuetI a, Ilue NAIl)  I u , , ,  111111 um l ’ Ike l,lm c n m m al, u iuial Sui, d,,.’s A ss,,s’ialt,v, . 
The (‘nhan Arnmed Fumrce. its A frica and the Middle

M,,,u 1s, w e, l ’Iuuuii,im i g ai ,,l lhguu,u,,iu,,,,, (‘l,a’Ic-I”Jsk Plazui Uh,’tel , St. h,u,uiis MIss,uiIr, , Ma,t l, 154,1, Sep 1Q7 7. lb 
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1 5 , 1 1 5 1 . SI,e, .,  h o l y .  III j, , ,,t ’  19711 11, 20 , l’lhhl El’ 200

II’ 179 PP 18’) P,uwer s , htrnce F.. “Thu Du lled Slate. Navy ,” 40

55,1 ,11 , Id e ,  II at,,l II,,l,uI . SIeliIv’l, .1 , “Vaca le A Code , Russell C., “Error Delectio n In Compuleniaci) pp. Dcc 1977 , )T~ It’ published its An,encan Mih.
Mu,,lel I,,, l’,’us,ut,,,eI l,,sel,l ’ ’ uV t ’ I u I,I r l i , lg (h ide, Inlurmustiu,n Retrieval Dula Base* ,” July, 1977 , I) lary M,uelm,,ue)

I I, ,ti ,gi t ,g 51 .,,,,,ge,,,eiIl l’,,I,, s ,‘ ‘  14 l’l’ A 1rrul ‘ 7 7 , pp. Presenleul al Ibe Suslh Cran fi eld Iimlen ima t ,ts na l
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pmIwe~ l ’ I.ll l i l i~ug iii,) Or pi,uu,alllsl 1)1.5111,, , St ,es c , . Retrieval Syste ms , (‘ramulleld Instilule oh’ Tech . I)urch , Wmll,ani J ,, “The Cuban Mulu lary ml Af rica

li lly. 2)1 )lii l,’ 1977) nualo~~, Cranficld, Hedlor d, En~ and , 26,29 July and The Middle East. Frt,,,i AlHenia I,’ AnWilui.”
19 77 Sep 1977 , 67 pp.

l’I’ Intl
lIu,t , ,svii.’, SIuui, l ey A . ml,,) Sl,n,,,,au , AIIiu,, , ‘‘1 h, l’l’ ‘III PP 202

I l , , t ,ac l t ’ ,us l , c s ’ , I Naval I’ers ,,in,eI auu d l’er s ,, t ,ute l  M-.ul t ’ , iu ev, Rt , hu,,, II . 5., “hIumilpej it I’e,cep t i , . ,s Feldm,ta ,, , Paul . “Wh y Regula li t in Dtieum,’I Work .”

I’e,i,,,,,t,si,ce .’’ Ii, Pp April 1977 , Ii, , he piess~ ed a ltd I ,,s I-W esi I ‘uulIl I’t’ III tI l l  ‘‘ III, pp . I s ’  I’l l? 
(Reprinted Pr,,,,, Teci rril ’ltugmcal (‘tim:gm’ and Weifa.s’

.11 (tue NA’l (I ( ‘,,,,ic,en,ce un Ma,ipmuwer l’Iauilung I l’nepared l,,r l’nesei,laIi,’,i 1,1 lIlt’ ,,,,l,,l.,I ul i u ’e rlvg ~lw Ri’~tlateul l,mdurtrws and Ncm’iesi’ uI Siitsel

a,,,) I l,gauti,oItotl I)esigm, , Sl,esa - I laly . 20 Ju,,e ,,l iI~e l,ileurua lIu,Il’al Siudics Ass iue,al,,t, , , ,,, ,,~ , 
I,evmnu,nw , Vu il, X X I X . ‘Marc), . 1911, No, I - I Sep

l’J77l M~’ - Ma,clI , 1077 1 
197 7,8 pp.

II’ 1)1 1 I’l’ I’ll 
P1’ 203

ltil,,l - SleIiI,e,, J u, , 1 611,1,111 . I’d ,’,, “Aru Iiuvc,,i~ r~ Sawy e~. K,~,,,uIuI , “I’I,e lildcpt’ilde ilu I ,u’I,l -S,s iel , - h’el dn,an , Pa,,) , “1 f lic ien cy, Disln ibu lis in , and Ihe

I’l.lI l rI ~ i9’ M,,tlel I,,r Nauy I ,,liswd l’ers,,,iu ,e l “ 35 lie,,, (Ii,,’ S1;n, ‘s S tew . ’’ A ng uts l 1 177 , ‘5 pp 
R,,I~ il Govern, t,ei,I ii, a Market h/ctmnui niy . ” ( Re’

- M.,y 1 177 I l’ rc ’ 1,.ured I,,, p r s ’ se i u uh iu l l i u  ml ll~c 
prid ed mim i liii ’ JlIunial ‘f l *’liIj~a1 #‘ei,Imiiifl l’,

Ju~,i,l Ncul, un,a I Me eil l l p nI I he ()pcr,i t i l I l t s  Rt’sunirel, l’h’ I’ll 
Vi,I 70, Nu, . I, May/Jane l’J 71 .1 Sep 1977 , 19 pp.

‘st~c , t ’ t y  ‘‘ I ft u,nt’n ,, .,uiul ‘fl,c l ,ts lt lt , ie I,,, M.iuiagc’ ’ 1 1 , 1,’ , , . AuIe,,e , ‘‘I lt v ’,’Is ‘I LlI,ei,iIrI,IV,I,l’ Itu I t ,

l,,e,lI Sc ie i uc r ‘I hI t s  ‘177 , Maui l-ua,no isc , ,, I a ll- sI, ,,t ,Ice l’,,uiller,,,’,,l ‘mi l),mraI, ,,,~ Intl 7. 1, S,’,,,,-l , 
Ph —~~~

I lIt lu 1,,,,,’ ’ AIlgI,sl ‘ I I? , lu pp., I Kep,ll i iet l I I , , ,  
WelI t . Auul hony K., ‘“Ills’ 1967 J l,uu e War . .S,,vsem

l,l,I,,sl h a l  111,1 Ial’,., h14elali ,,,is 14151115 . V,,l 10, 
Numnal Diplomacy and Ills’ Sixth Fleet - A Re

111 2 ~ 4 J u l  I ‘ 77l appraisal ,” Dcl I’)77 , 36 I’P’
Ml,rl um y R,,ss,.II ~~~~ 

‘‘ ‘I lie Qu,i’sl Ill, the I’e ,?c ’ ,.I
Sliudy ‘a My 1-in s i I I  In Ibays ml (‘NA ,” 57 I’P - II’ I’ll PP 205

A pril I ‘177 t l . , , , ,w ,hi . SlaiuI~’y A., “A Model u I l t ,e , , , t i l I l V  - 
( l I mb s ’ . K,issell C,, ‘‘A Dihl ml ’n ietnv linaininslion usf

i,,e,uI li,sn,a,,,.-e ii,, ) Il,e W,,,k lev i ‘‘ A , lpI ;s i  ‘ I I?  
t lue Smp ma ic Rci,iI Theory iii Sc ientifi c Publicatuuin

II’ 181 7 pp. I R.’p~ui~Ied It,,,,, l,,du,i,,,,I ,n,,I I rI’, , Re. Pnumduct n’ily, (Prcn ett ted aI Ike annual mneeling ill

K ,t 5S i I It ’  I iu,s~d , “( ‘har,ges in Su,v,el N’anal I’ u, ,c es ,” al u l l I,  Kev,, ’w . Vol III . N,~. 40 , J u l  10771 Ille Aiticrican Society Poe Inlorniatlon Science,

II pp. ‘S~~ c u,, ber , 11)76 , it ’,, be published as a 
1 l,icagu~, III)mi ioz. l’l Seplemhcr 1977.) Oct 1977 , 6

ehaplcr t i , a h,nmk pnh l,xhed by ‘Die NaIl ,,na l P1’ 1114 
pp

SI raIr? ’ n l,,t ,,r ,, ,aiil un (‘ m ien (luissen . Ka lIuIes ’n I’ . ‘ ‘ f lu ’ I I  i , , , s  tI I l l t t ’,,l III,, V fl,
,,niiul l ,rn ura,lc ,’ o,, II,, I)u,ail ,,n il I I,u’Iil ~i l t I y uIl t ’ , t l

Pt’ 184 ,iid S,ths.’quc’,,i I .I uI i~i~I. At igusu ‘177 ~
. McConnell. lam es M., “ SIra(egy m d  Miss ions uI the

‘ I ck 111.111 K,,hctl I “Am , Oneivuew u, I the I Kepr,,, red li,i,,, l,ud,,si, al ‘id I It’ K - I . , ,,~ 
Suv)eI Navy In the Year 2000,” 48 pp. , Nov I’ll?,

(561)/lINK l’~ .u, Ie,s’,,,,e ”li 1 1,51 t , ’ m ,,u I’ .i,Iisit’ d Kc st ew . V~.l Ill , N.. 411, Jul 1977 ) 
t b be presented ah a Conference on Pr,sb letns al

. 2  pp.  h u t s ’  1 177 , Il’,s’sel,Ied ,,, iI,c 
Sea Pu,wen as we Approach the 21,1 Century, spun.

I’III, MIII?’, Wu ,, k,iiy i,r u lu p ui,i Muuripmlwer m d  
tired by t he Americ an Enterprise Ins~ iut e Ilir

a I’eIsI ’ nml t ’ ? l’I~ui~i~ ,l p, Aiii,a p.~his , M,I - 214. 01 J, u,,e 
Publi c P~il)cy Research, 6 Ochusher 1977 , and sub-

(‘177 I 
seqaenh ly published ins collectIon isP tapers by the
hn s t )I ute )
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