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Why Hasn’t Duration of 
Unemployment Fallen?

The average duration of unemployment rises during 
recessions and usually starts to fall shortly after an 
economic expansion begins. The lower line in the 
chart shows the average duration of civilian unem
ployment from the first quarter of 1967 to the second 
quarter of 1996. The period since the 1990-91 recession 
is different in two ways. First, the average time spent 
unemployed continued to rise several quarters after 
the end of the last recession. Second, average duration 
has not developed a clear downward trend as in previous 
expansions. (Median duration shows a similar pattern.) 
The average duration of unemployment was over 
17 weeks during the second quarter of this year, higher 
than all but the period following the 1981-82 recession. 
This is troubling because studies suggest firms are more 
likely to hire a recently unemployed individual than 
one who has been unemployed for a long period of time.

One explanatory factor may be the unusually 
long delay before the economy began the rapid job 
creation necessary to reduce the number of individ
uals who have been unemployed for a long time. 
Despite fairly robust job growth since 1992, 
the average duration of unemployment remains 
stubbornly high.

Recent incidents of “downsizing” may be another 
possible cause of the continued high average dura
tion of unemployment. Unlike temporary layoffs, 
the downsizing created a large number of unem
ployed individuals who did not expect to be recalled 
when the economic situation improves. The per
manence of these job losses is important because 
studies indicate that the average duration of unem
ployment for an individual expecting a job recall is

usually more than 40 percent shorter than an individ
ual who is not expecting a recall. A firm rehiring a 
laid-off individual requires little information about the 
worker, and the worker requires little information 
about the firm. In contrast, an individual searching 
for a new job requires information about the firm and 
vice versa, all requiring a longer and more intensive 
search. So a shift in the composition of unemployed 
to permanent job losers who require more intensive 
and often longer job searches will increase the aver
age duration of unemployment.

The top line in the chart shows the fraction of job 
losers not on temporary layoff—permanent job losers 
and individuals completing temporary assignments—as 
a percentage of total civilian unemployment. It shows 
that the fraction of job losers not expecting recall con
tinued to grow for several quarters after the end of the 
1990-91 recession, reaching historically high levels 
that persisted for over two years. However, the per
manence of recent job losses also explains little of the 
high and persistent average duration of unemployment. 
The answer still awaits.

—by Peter Yoo
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