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1 A , 4-   , 2004  2017
Job Loss Began in Late 2015

Source: Alaska Department of Labor and Workforce Development, Research and Analy-
sis Sec  on

2 A    U.S., 2004  2017
Alaska Unemployment On The Rise

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Sec  on
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It’s no secret that the state is in a re-
cession. Alaska has been losing jobs 
since the fourth quarter of 2015 

(see Exhibit 1), and total and average 
wages have both declined.

At the same  me, Alaska’s unemploy-
ment rate has slowly increased from a 
low of 6.4 percent in mid-2015 to 7.2 
percent in October 2017. (See Exhibit 
2.) This triggered extended benefi ts 
for unemployment insurance, eff ec  ve 
as of November. EB allows for up to an 
addi  onal 13 weeks of benefi ts on top 
of the regular allowed maximum of 26 
weeks. 

When employment decreases and the unemploy-
ment rate rises, claims for unemployment insurance 
benefi ts typically increase — but Alaska’s claims have 

fallen to historic lows. 

Exhibit 3 shows the insured unemployment rate — a 
measure of how many people are claiming benefi ts 
adjusted for the number of people covered by the 

10 POSSIBLE REASONS

By TIFFANY WADEL

Why unemployment insurance claims don’t refl ect state recession

UNEMPLOYMENT CLAIMS ARE LOW
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3 A    , 1981  2017
Eligible People Filing At a New Low

Source: Alaska Department of Labor and Workforce Development, Research and Analysis Sec  on
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program — from 1981 un  l now. 
Since the fourth week of 2017, the 
IUR has been at a record-se   ng 
low compared to the same week 
in any prior year. This means the 
fewest people ever are receiving 
unemployment benefi ts, when ad-
justed for the size of the covered 
workforce. 

Why is it that during this recession, 
unemployment insurance claims 
don’t refl ect the changes in the 
economy from job losses, declining 
wages, and an increasing unem-
ployment rate? While the answer 
is specula  ve, the following 10 
reasons are likely factors in why UI 
claims are not on the rise.

Job loss among those
with more than one job
Job losses could be among people who held mul  ple 
jobs but only lost one job. Although these people lost 
a job, they’re s  ll employed so they can’t collect un-
employment benefi ts. 

Because employment fi gures refl ect the number of 
jobs and not the number of workers, this would show 
up as a decline in employment but wouldn’t material-
ize as an increase in the unemployment rate or claims.

An increase in re  rements
as the workforce ages
Job losses could be from re  rements. When a worker 
re  res but the posi  on isn’t fi lled, that creates both 
a lost job and a decline in total wages but no associ-
ated rise in unemployment or claims because re  red 
people by defi ni  on are not unemployed. 

Re  rements prompt a decline in the labor force par-
 cipa  on rate, however, which is the percentage of 

the popula  on that is working or looking for work. 
(See Exhibit 4.) Alaska’s labor force par  cipa  on rate 
has been declining since 2008, from 67.91 percent 
to 63.15 percent. This decline is in line with an ag-
ing popula  on and the large cohort of baby boomers 
reaching re  rement age in recent years.

Finding a new posi  on
outside Alaska quickly
Some workers may have le   the state when they lost 

their jobs and quickly found work elsewhere, never 
needing to fi le for benefi ts. The Lower 48 has a com-
para  vely healthy job market right now, and this is 
especially true for workers in the oil and gas and con-
struc  on industries, which have been hit hardest in 
Alaska’s recession. 

Whether these people found work quickly or not, they 
wouldn’t increase the IUR because they’re no longer 
living in Alaska. But if workers were leaving the state 
and applying for benefi ts in Alaska while looking for 
jobs in other states, out-of-state claims would in-
crease, and that hasn’t happened. Exhibit 5 shows the 
12-month moving average percentage of UI claims at-
tributed to out-of-state claimants, which has steadily 
decreased since 2015.

More people leaving Alaska to take or look for jobs 
elsewhere would show up as nega  ve net migra  on 
— more people leaving the state than moving in — 
but whether the recession has prompted more people 
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5 A      , 2005-17
Fewer Out-of-State Claims

Source: Alaska Department of Labor and Workforce Develop-
ment, Research and Analysis Sec  on
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to leave isn’t yet clear. 

While natural increase has kept the overall popula  on 
growing in recent years, Alaska’s net migra  on has 
been nega  ve for at least the past four years, which 
predates the state’s recession.

Exhaus  ng benefi ts
but s  ll unemployed
If unemployed workers collect benefi ts but exhaust 
all available weeks and haven’t yet found a job, they 
can no longer collect benefi ts even if they’re s  ll 
unemployed. These people would s  ll show up in 
the unemployment rate if they con  nued looking for 
work. 

If people con  nue to fi le a  er exhaus  ng their allow-
ance, that shows up as increases in the both the num-
ber of claimants denied benefi ts due to insuffi  cient 
wages and in “fi nal” payments, which are the last 
allo  ed benefi t check — but both of these have been 
declining. (See exhibits 6 and 7.)

When employers decide
to hire fewer people
Employers may be hiring fewer workers than they did 
in previous seasons. This would show up as a decline 
in employment and total wages, but wouldn’t in-
crease claims or unemployment. 

If employers hire fewer workers at the beginning of a 
season, fewer people have eligible wages at the end 
of the season. 

Keeping current posi  on
during economic uncertainty
In a healthy economy, people o  en have the con-
fi dence to quit a job without having another lined 
up because they believe they’ll be able to fi nd work 
quickly. This is one reason the unemployment rate 
can actually go up during an economic boom. 

During economic downturns, workers are less likely 
to leave a job voluntarily without having another 
lined up. If people in Alaska were staying put in their 
current posi  ons because of the recession, this would 
lead to a lower unemployment rate and fewer unem-
ployment insurance claims.

Taking the fi rst job off er,
even if it’s not ideal
Similarly, people who lose their job may jump into the 
fi rst job they fi nd, even if the new job is lower pay-
ing or a poor fi t. This is especially true if unemployed 
workers don’t want to move out of their current area. 

In a healthy economy, unemployed people will o  en 
keep looking for work un  l they fi nd a job that pays 
about the same or more than the job they lost and is 
the same kind of work. In fact, that’s one purpose of 
the unemployment insurance system; it helps the un-
employed get by longer so they can fi nd a job locally 
that matches their skills. So if workers were taking 
less-than-ideal posi  ons because jobs are harder to 
come by, that would reduce both the unemployment 
rate and unemployment insurance claims.

Deciding the amount
is not worth the eff ort
If workers think the process of fi ling for benefi ts is 

6
A  , 2006  2017

Fewer Claims Denied
Due to Insuffi  cient Wages

Source: Alaska Department of Labor and Workforce Develop-
ment, Research and Analysis Sec  on
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7 A , 2005  2017

Percent of Benefi t Checks
That Are Final Payments

Source: Alaska Department of Labor and Workforce Development, Research 
and Analysis Sec  on
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too onerous rela  ve to the weekly ben-
efi t they’d receive, fewer might consider it 
worthwhile to fi le claims. The applica  on 
requires mul  ple pieces of claimant informa-
 on and past work history, and most claim-

ants are required to document two work 
search a  empts each week. Some are also 
required to go to a job center for reemploy-
ment services. 

Benefi t amounts range from $56 to $370 a 
week, not including addi  onal amounts for 
dependents. The maximum benefi t amount 
increased in 2009, from $248 to $370, but 
since then the weekly wage replacement 
rate has fallen from replacing 41.8 percent 
of an average worker’s earnings to just 36.7 
percent. This puts Alaska’s wage replace-
ment rate in last place among states.

Exhibit 8 shows the weekly wage replace-
ment rate for a worker making the average 
annual wage, which was $52,452 in 2016. 

Unaware benefi ts available
or that they may qualify
Some workers may not know benefi ts are available, 
and even if they know about the program, they may 
not realize they can qualify for reasons other than be-
ing laid off . Low recogni  on of the program would ma-
terialize in the form of lower unemployment claims 
but a higher unemployment rate.

Alaska has some of the most inclusive qualifi ca  on 
standards in the United States. Unlike many states, 
Alaska workers who quit, were fi red, or were em-
ployed less than full-  me can qualify for benefi ts, 
with some restric  ons and wai  ng periods. 

A perceived s  gma
about fi ling for benefi ts
Although the program is insurance and a worker can’t 
collect benefi ts without having paid in, the misper-
cep  on remains that drawing benefi ts is “welfare.” 
Some may choose not to fi le because they believe it 
has a nega  ve connota  on.

As with low program recogni  on, discomfort with fi l-
ing would lead to a higher unemployment rate but 
lower claims.

Fewer claims a long-term U.S. trend
While these 10 reasons are sure factors in historic 

8 W , , 2004  2016

Wage Replacement Rate

Source: Alaska Department of Labor and Workforce Develop-
ment, Research and Analysis Sec  on
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low claims, it’s diffi  cult to quan  fy the eff ect of each. 
That’s further complicated by the fact that these 
reasons can have diff erent and some  mes opposing 
eff ects on the various rates. There may also be other 
factors we don’t yet know about. 

It’s important to note, though, that this trend of ap-
parently low usage of the program is not unique to 
Alaska. The rate at which those eligible for the pro-
gram actually use it is on the decline in almost every 
other state, and has been for decades.

Tiff any Wadel is an economist in Juneau. Reach her at (907) 465-
4520 or  ff any.wadel@alaska.gov.


