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Preface

Human Resources Development Canada (HRDC), in its policies and pro-
grams, is committed to assisting all Canadians in their efforts to live
contributing and rewarding lives and to promote a fair and safe
workplace, a competitive labour market with equitable access to work,
and a strong learning culture.

To ensure that public money is well spent in pursuit of this mission, HRDC
rigorously evaluates the extent to which its programs are achieving their

objectives. To do this, the Department systematically collects informa-

tion to evaluate the continuing rationale, net impacts and effects, and

alternatives for publicly-funded activities. Such knowledge provides a

basis for measuring performance and the retrospective lessons learned
for strategic policy and planning purposes.

As part of this process, the Department commissioned five formal evalu-
ation studies on how Canadians adjusted to the 1994 Ul reforms. These
studies were performed by external academic subject-matter experts.
Each evaluation represents a stand alone analysis of a specific topic.

Ging Wong
Director
Strategic Evaluation and Monitoring
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Executive Summary

This study examines the effect of the reforms to the Canadian Unemployment
Insurance (UI) system enacted in Bill C-17. In particular, the study measures
the impact of C-17 upon the quality of jobs in the long term. Long-term
aspects of job quality include both wages and non-wage compensation such
as medical benefits as well as job stability.

To accomplish this study, the Canadian Out of Employment Panel (COEP)
survey data from 1993 and 1995 are used. These two surveys include random
samples of persons losing a job both before (1993) and after (1995)
C-17 came into effect. In order to put the results into context, the fifidingthe

two COEP studies are compared with those obtained in earlier work with the
National Employment Service Survey (NESS) data. This latter study looked
at job outcomes of a random sample of Canada Employment Centre clients
during the period from 1986 through 1988*

The study first compares features of the two samples and examines relative
successes in finding a job. Next, a sequence of possible effects of Ul on long-
term job characteristics are examined: the probability of remaining in the labour
force, the probability of finding a job for those who do remain in the labour
force and finally the wage and non-wage characteristics of the jobs that are
found. A summary measure of these results is provided by simulations of wage
change effects in which changes in wage outcomes between 1993 and 1995
are allocated to effects due to changes in Ul rules and effects due to modified
individual behaviour.

The results show some significant responses of behaviour to the C-17 reforms.
The proportion of job finders who exhaust their Ul benefits rises dramatically
between 1993 and 1995 from 19 percent of the sample to 43 percent.
However, job-finding rates are actually higher in 1995. This points to a general
pattern that is repeated several times in this study: C-17 rule changes did have
definite impacts on the experience of the unemployed but these changes do
not seem to translate into significant long-term employment effects. There is
evidence of a higher number of large wage losses in the 1995 COEP, which
may be due to some unemployed workers experiencing an unpleasant surprise
regarding the length of their benefits. When this possibility is analysed in more
detail, these large losses do not seem to be attributable to persons whose
entitlement period was much shorter under the C-17 rules versus those
previously in effect.

“ A more detailed description of the NESS data is found in Crémieux et al (1995a).
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A finding of some importance for this study is that C-17 had a major
impact upon the distribution of weeks of unemployment benefits among
the unemployed. In 1993 the distribution of weeks of potential benefits
was heavily concentrated at 50 weeks. A very small number of persons
were scattered along the range of benefits below 50 weeks. This same
pattern was found in data from the National Employment Services Survey
(NESS) data collected in the 1980s. The 1995 COEP data represents a
major break with this previous pattern. In 1995, benefit weeks were far
more evenly distributed over the range of weeks and there was even a
slight peak in the range between 30 and 40 weeks. This suggests that C-17
did achieve its goal of reducing benefit entitlements for persons who
were eligible but did not have a high level of attachment to the labour
force.

The impact of these changes to benefit entitlements shows up when the effects
of Ul benefits on wages are analysed. In the 1993 COEP and NESS data,
persons’ re-employment wages tended to rise fairly smoothly and continually
with weeks of benefit entitlement. A very different pattern appeared in the
1995 COEP: while predicted new wages initially rose as the number of benefit
weeks increased from 0 through to 40 weeks, further increases in the benefit
entitlement above 40 weeks tended to lower expected new wages. This
“inverted-U” shaped relationship has its peak at roughly 30-39 weeks, close
to the same level for which we find the greatest concentration of numbers of
benefit entitlement weeks in the 1995 COEP sample.

These apparently divergent results for 1995 can be reconciled with those for
the NESS and 1993 COERP ifitis noted that in each of these samples the most
positive effect of Ul benefit weeks on wages is found in the range of weeks
where most persons are found. This observation invites several possible
interpretations. One such interpretation is that persons with non-standard
numbers of benefit weeks tend to also be less successful in their job searches.
In this case, Ul week effects on new wages may simply capture unobserved
measures of job search skill correlated with the number of benefit weeks.

To quantify long-term employment effects of C-17 on wages, changes in
average re-employment wages between the 1993 and 1995 samples were
attributed to two separate effects: changes in the number of weeks of benefits
available and changes in the wage-effects of given numbers of Ul benefit weeks.
The first changes are due to rule changes while the second reflect modifications
of behaviour due to these rule changes.

Itis a well-established principle in economic analysis that changes in behaviour
can offset changes in policy rules and this is precisely what is observed in
these data. While the C-17 rule changes have a negative impact on wages
under either the 1993 or 1995 behavioural regimes, the change in behaviour
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from 1993 to 1995 actually reverses the effect of the rule change. Average
wages actually rise for the persons in the 1995 COEP sample when we simulate
the effect of going from the pre-C-17 to the post-C-17 regime. This is despite
a fall in benefit entitlements for much of the 1995 COEP sample due to C-17.

Set against this hourly-wage increase is a fall in the number of hours worked
per week. This fall is due to changes in behaviour more than to changes in the
benefit entitlement rules under C-17. The source of this reduction in hours is
notimmediately clear. It may reflect an inability to obtain full-time work for
workers due to trends unrelated to unemployment insurance policy.
Alternatively, it is possible that reductions in hours worked represent a new
method of job sharing in which workers share hours per week rather than
weeks per year. The reforms of Bill C-17 would have made such a job-
sharing scheme more attractive. To analyse this possibility further, data derived
from evaluation studies of the Employment Insurance reforms will be useful.
The incentive to exploit such hours-sharing schemes would been eliminated
by the use of hours rather than weeks to calculate benefit entittements under
El

The bottom line from this study is therefore that there is evidence that changes
in behaviour occurred at the time that C-17 was implemented. There is a

possible reduction in transitions to seasonal career paths. The distributions of
numbers of benefit entittement weeks and the relationship between Ul and

wages were modified. There is, however, no evidence that C-17 had

detrimental long-term employment-quality effects as measured by hourly wages.
Hours worked per week fell but there is as yet no way to determine how, or

even if, this was related to C-17.
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1. Introduction

Unemployment Insuranceisdesigned to provide abuffer incometo job losers
in order to alow themto find anew job that isboth of high quality and long
lasting. Receipt of Ul rendersthe need to find anew job less urgent and thus
can haveapostive sodid function dthough thismust be set againg the potentia
negative effect of weakening incentivesto find ajob quickly. There hasbeen
some concern that the pre-C-17 Ul system may not have achieved the optimal
bal ance betweenincreasing job quality and removing incentivesto haveahigh
leve of attachment to the labour force.

Messuresintroduced in Bill C-17 may respond to these concernssinceworkers
withardativey low attachment to thelabour force have seen the unempl oyment
insurance system become less generousin severa dimensions. Qualifying
periodsfor benefits have becomelonger, benefit entitlement periodshave been
shortened and the replacement rate has fallen. These effects were most
pronounced for individua swith between 25 and 35 insurableweeksinregions
with unemployment rates of 11 to 15 per cent. Personswith 10 or 11 weeks
were disqudified entirely from receiving benefits. Higher attachment workers,
onthe other hand, have been re atively unaffected by thefirst two changesbut
have seen afall intherate of their benefits. For aperson with 52 weeks of
insurable earnings, thelossin terms of numbers of benefit weeks depends
upontheregiond unemployment ratebut iszerofor many categories Maximdly
qualified workerslose no more than 5 weekswhilefor minimally qualified
workerslossesof 11 to 16 weeks of benefitswere common.

This project measuresthe extent to which C-17 provisions have altered the
ba ance struck by the Ul system with regard to increasing long-runjob quality
versusreducing labour market attachment. The key question addressed here
isthefollowing: to what extent hasthetighter igibility and shorter benefit
periodsof C-17 reduced the quality of new jobsfound? The primary measure
of job quality isweekly income but other factors such as the presence of
benefit packages are d so examined. Weekly incomeisbroken downinto two
componentsreflecting hourly wages and hoursworked per week.

This study explicitly recognizesthat Ul could have different and perhaps
conflicting impacts upon componentsof weekly incomeversusannua income.
For example, itispossiblethat while changesintroduced in C-17 encouraged
alonger-term movement into higher-attachment career paths (because previous
“10/42" -type patternswere no longer available), hourly wagesmay haveadso
fdlen somewhat on averageif the unemployed had lesstimeinwhichto search
for ahigh-paying job. Any such effect of Ul changeson wageswill needto be
St againg possible changesinweekly hoursand weeksworked when evaduating
C-17. Broadly speaking, thisstudy addressesthe genera principa sof income
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support adequacy and its effect upon work incentives and specificaly
investigatesthe potentia tensions between them.

More specificaly, theanalysis of the effectsof Bill C-17 uponjob qudity uses
observabl e characteristics such as salaries, hoursworked and unionisation
status asmeasures of job quality. Theanaysisof degree of attachment to the
Iabour force determineswhether transitionsfrom career profileswith few weeks
worked per year to profileswith higher level sof attachment are more common
under C-17 than the previous system. Thisisdone by separating seasonal/
temporary jobsfrom more permanent employment and associating the | atter
with high-attachment careers.

Inthisanaysis, particular emphasisis placed on the case of transitions of
persons exhausting their unemployment insurance benefits. One potentia
outcomeof the C-17 reformsisthat personswith low attachment might exhaust
their benefits more often than they had previoudy. Such an outcome could
occur if job searchers continued to usetheir pre-C-17 job-search strategies
despite the fact that their duration of benefits may have been significantly
reduced in the post-C-17 environment. Thiscould |lead to several reactionsat
the moment of exhaustion. Firgt, individuasinthissituation might beforced to
accept ajob at the moment of exhaugtion evenif itisstill the* off-season” for
their traditional employment. Thiscould lead to alower wagebut alsoto a
departurefrom aseasonal cycle. Onthe other hand, alow wagejob might be
accepted until itispossibleto move back into the previous seasona profile. In
either case, there could be astrong wage effect for exhaustersunder the post-
C-17 regime.

Theremainder of thisreport isstructured asfollows. Two brief sectionsoutline
the economic theory and the statistical methods used in the study. Thisis
followed by an explanation of how datistica resultscan belinked with economic
policy questions. Next, the data used in the study are described and the
statistical resultsare presented. Theimplications of theresults are discussed
and aconcluding section providesasummary of thefindings.
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2. Economic Theory

To appreciate theissues addressed in this study, ahighly smpleand stylized
job search model isuseful. In thistheoretical model, unemployed persons
search for two periods. In each period awage offer w arrivesdrawn froma
distribution of wages characterized by adensty function f(w) with mean wage
E(w). Suppose that unemployment insurance benefitsof b arepaidinthefirst
period while no benefitsare avail ablein the second period of search. A person
in thefirst period possessing a given wage offer hasto decide whether to
accept it and work both periodsat that wage or to rgject the offer, take the Ul

benefitinthefirst period, and hopeto draw abetter offer in the second period.
If individual suse adiscount factor I3 to cal cul ate present val ues, the expected
discounted values of thetwo strategies- acceptance or rejection of the offer -
can be summarized inthetable below:

Pay-Offs to Acceptance and Rejection Strategies

Strategy Period 1 Period 2 Discounted Expected
Income Income Income

Acceptance w w w +bw = (1 +b)w

Rejection b E(w) b + bE(w)

Unemployed personsin thissituation will choosethe strategy that maximizes
their discounted expected income. Thisoptima choice can be characterized
succinctly oncethe reservation wageisdefined. Thereservation wagew is
thewagethat just equatesthetwo discounted expected incomestreamsabove,
If awage offer exceeds the reservation wage then the expected discounted
income from accepting the offer exceedsthat obtained from rgjection. The
oppositeistruewhen thewage offer islower than thereservation wage. The
reservation wage istherefore the critical value which wage offers haveto
exceed in order to be accepted.

The reservation wage can be found by equating (1+£)w and b + BE(w)
and solving for the wage so asto obtain:

Fromthisitisclear that the more generous unemployment insurance benefits
become, the higher isthe reservation wage. Anincreased reservation wage
will havetwo consequences. Firgt, raising thereservation wageincreasesthe
probability that an offer will berg ected and thusrai sesthe averagetime spent
unemployed. On the other hand, the existence of unemployment insurance
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permits workers to reject wage offers that are too low relative to the
wage distribution thusraising the quality of jobson average. The effect of
seasonal cycling can aso be seen if the two periods of the model are
interpreted as “off” and “on” seasons respectively. The existence of Ul
benefits allows seasonal workers to reject job offers from non-seasonal
work in the off-season.

Whilethischaracterizationisvery smpleit capturesalogic that holdstrue
even in more complicated multi-period models. The empirica analysis
undertaken in this study permits such ageneralized framework for thejob
search problem inwhich benefitslast for varying lengths of time, offersmay be
drawn from different digtributionsfor different individuds, and job characterigtics
such as hoursworked and union status may matter along with thewage. The
goal of the analysisisto see how changesto the Ul system, the b variable
above, haveresulted in changesto job quality outcomes such asthewage.

Long-term Employment Outcomes



3. Statistical Methodology
for Data Analysis

The statistical methodol ogy used in this paper followsthat used in aprevious
analysis of re-employment outcomesby Storer and Van Audenrode (1995)
and the studies of links between Ul and search outcomes by Crémieux et a
(1995a and 1995b).! These methods are applied with an expanded set of
criteriato measurelong-term outcomes.

Thefirst part of the statistical analysis of this paper isan examination of (i)
gayinginthelabour force, (ii) finding ajob, (iii) obtaining full-time versus part-
time work and (iv) obtaining non-wage job attributes such aswork in the
unionized sector, medical benefitsand apension plan. Thisisaccomplished
through the use of limited dependent variabletechniques. Taking theexample
of unionization, adichotomousvariableisdefined that equals 1 for aunionized
joband O for anon-unionized job. The probability that anew job isunionized
isthen obtained from:

Pr(y =1) = F (XI)

Thefunction F( X T ) ischosen so that probabilities between zero and oneare
obtained for any and all valuesof X . Two common choicesarethelogistic
functionwhich givesrisetoalogit regress on and thestandard normal digtribution
function which yields a probit regression. Given that thereis no reason to
prefer one over the other, we adopt the probit approach here.

For thisstudy, it would also be useful to examine long-term outcomeswith
regard to the sector and nature of new jobs obtained, particularly for persons
previoudy employed in low attachment career profiles such as seasonal/
temporary occupations. The probability of trangitionsfrom low attachment to
high attachment jobs might be thought to increase dueto C-17 which makes
seasond cyding lessprofitable. Thisisdoneby looking at trangtion probabilities
to and from seasonal jobs and through the statistical analysis of the (self-
reported) expected duration of anew job.

Wages earned in new jobs are analysed asin previous studies. Here, it is
possibleto use OL Sregression techniquesto compare wages earned on new
jobfor personswith various characteristics. In particular, job losersunder the
pre- and post-C-17 regimes can be compared with this regard. For this
comparisonitisuseful to adopt theframework used by Addison and Portugal
(1989). Addison and Portugal model thewage of individual i prior tolosing
job j-1 with the following equation:

! A more detailed description of the NESS data is found in Crémieux et a (1995a).
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This study seeks to
determine whether
changes to the
unemployment
insurance system
introduced by Bill
C-17 have altered
the determinants of
the wage obtained
after a period of
unemployment.

Inw,, = o+ X +a, X'F o+ U, Q)
In this specification, observable characteristics of individual i have been
partitioned into those specific to theindividual X ' and those representing
interactions between the individual and the job X 'E. In the context of the
COEP data, the vector X ' includes variables such as the age, sex, marital
status, educationa level, and region of residence of anindividual. Thevector
of individua-firm characteristics X '€ iscomposed of variable such astenure,
the union-status of ajob, the industry and occupation of the worker at a
particular job, wages earned and hoursworked in that job.

Building on thisframework, it ispossi bleto specify an equation for thewage
obtained in the job j found after a period of unemployment. Addison and
Portugal adopt thefollowing specificationinthiscase:

1n (w,;) = B,+ B, X'+ B, X= + B, In (dur,) +u,, (2)

Theprincipa modification between (1) and (2) istheintroduction of thevariable
dur,. wh| chmeasurestheamount of timethat individua 1 spendswithout ajob
between jobsj-1 andj. Thisduration effect isintended to capturethe possibility
that levelsof human capita depreciateduring aperiod of unemployment dthough
inanon-structura framework it may a so capture the effect of the degree of
patience of the unemployed. Workerswho arewilling to be more selective
will havelonger spdllsof unemployment but will so find higher new wagesas
aresult.

Egtimationinthisstudy proceedsthrough theuseof ahybrid verson of equation
(2) inwhichthe previouswage, the dependent variableof (1), isalso added as
an explanatory variable, giving riseto equation (3):

In(w, ) =8+ X"+ X" +31In(dur )+3In(w, )+u B (3
Theeffect of thismodificationisto incorporateinto the new wage equation al
of theinformation of equation (1), including the unobserved error termu, "
that may account for unobserved individual-level heterogeneity. Thecoefficient
9, of the old wage will belessthan oneto the extent that the old wage was
determined by either non-transferable individual heterogeneity or previous
productivity specific to that worker-employer match. Coefficients on other
variablesin the equation capture new-wage effectsonly sincetheir effect on
the old wageisa ready included in the equation.

Thisstudy seeksto determinewhether changesto the unemployment insurance
system introduced by Bill C-17 have dtered the determinants of the wage
obtained after a period of unemployment. There are two ways that C-17
could have such effects. Suppose that we determine that the following
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relationship holds between new wages and Ul benefit entitlements (b) and
other variables (X):

1n(w) = h(b, X)

Bill C-17 changed therulesrdating insurableweeksand regiond unemployment
ratesto benefit entitlement periods so that personsmay havefaced very different
benefit entitlementsunder pre and post-C-17 regimes. Thereationship above
indicates how these policy changeswould trandateinto wage effects. Itisalso
possible, though, that C-17 would induce changesin behaviour so that the
effect of agivenleve of benefit entitlement upon post-unemployment wages
wasitsalf modified by C-17. Intermsof the equation above, thiswould involve
achangeinthenature of theh(b, X) function.

Any such changeswill be detected in thisreport by investigating the effects of
C-17 upon new wagesin severa steps. Inafirst step, the determinantsof re-
employment wages are examined using separate samples of individualsfrom
the 1993 (pre-C-17) and 1995 (post-C-17) Canadian Out of Employment
(COEP) samples. An informal comparison of the coefficients for the two
periodsisundertaken. Next, theestimated & valuesfor the 1993 sampleare
used to determine how changesin benefit entitlementsinduced by C-17would
havetrandated into changesin wage outcomes given the 1993 behaviour. Ina
similar way it is possible to calculate the change in wages implied by the
modification of the & coefficientsassuming that C-17 did not change benefit
entitlements. Whileeach of these cd culationsgivesonly part of thetotd effect
of C-17, the breakdown into benefit entitlement and behavioural effectsis
useful information for policy evauation.

In asecond approach, thetotal effect of C-17 can be calculated by using a
pooled 1993 and 1995 regression in which binary (“dummy”) variablesare
enteredinteractively with key Ul policy variablessuch asregiond unemployment
rates and insurableweeksworked. Theseinteractive dummy variablesalow
theeffectsof policy variablesto differ beforeand after C-17. Testsof Setistical
significance of thedummy variablesyield aformal econometric test of the
constancy of the & parametersfor Ul related variables acrossthe pre- and
post-C-17 regimes. Thesign and magnitude of thesedummy variablesindicate
how personswith given numbers of insurable weekswere affected by C-17.
Thiseffect incorporates both changesin benefit entitlement giveninsurable
weeks and changesin the effect of agiven entitlement.
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4. How to Link Statistical
Results to Policy Questions

The primary goal of this study isto determine how changesintroduced in
C-17 impacted upon the quality of jobs found by the unemployed. This
can be quantified by attaching dollar amounts to changes in income
associate with C-17. To do this, statistical relationshipsidentified for the
link between Ul and wages or hours and weeks worked are used to
determine the dollar impact of Ul changesfor the sample of personsin the
1995 COEP sample. This provides ameasure of the cost (if any) of C-17
in terms of potentia reduction in income levels associated with jobs due
to shorter benefit durations and tighter eligibility requirements.

Whileit wouldidedlly bedesirabletolook at measuresfor annud income, this
analysiswill focus on weekly income because statistical analysis of weeks
worked per year islesscomplete. Theweeks per year dimensionis captured
by looking at self-reported measures of how many weeks persons expect to
work inagivenyesar.

Long-term Employment Outcomes
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5. An Overview of
the Data Used

The primary sources of data for use in this study are the 1993 and 1995
Canadian Out of Employment Panel (COEP) data-sets. In both of these
panel studies, information about Ul claims is available. While the 1995
study provides more information about take up of Ul benefits, there is
neverthel ess an extensive set of common information available in the two
samples. Given that the 1993 COEP covers the period before Bill C-17
and the 1995 COEP samples unemployment spells beginning after C-17
came into force, these data are ideally suited to the purpose of this study.

The sampling methods of both COEP data sets are the same: Record of
Employment informationisused toidentify personsleaving ajob. Thesepersons
are then surveyed roughly half ayear and one year after job loss. In both
samples, two cohortswere used in order to have some control for the effects
of seasonality. Cohort One was essentially composed of personslosing jobs
in February or early March of 1993 or 1995 while Cohort Two consisted of
personslosing jobsthrough late April to early June of therespectiveyear. Itis
worth noting that these dateswill not permit usto see persons|eaving seasond
jobsinindustries such asfishing or forestry sincethesejobsarelikely to end
during the summer or early fall. Retail-sector seasona employment will be
much morelikely to be captured by these sampling dates.

For each cohort, follow-up waves of questionswere asked after sometime
had passed from the moment of job loss. The 1993 COEP had three waves
of interviews at averages of 23 weeks, 38 weeks and 58 weeks. Just two
waves were used in the 1995 COEP and the average el apsed time before
each wave was 31.5 weeksfor wave one and 57 weeksfor wavetwo. The
1995 second wave and the 1993 third wave were thus at roughly the same
point. The 1995 first wavefel roughly mid-way between 1993 first and second
waves. For this study, the precise timing of the interviewsis not of great
importance because we are studying re-employment wages after job loss. If
there were large differences in elapsed times between the 1993 and 1995
COEP sampleswe might worry about differentia recall biasbut thetimingis
so similar herethat thisshould not beaproblem.

Specid attention was given to personswho claimed benefits but who might
have an on-going Ul claim. For these persons the appropriate measure of
benefit entitlement isthe number of weeksremaining at thetime of job loss
and not at the beginning of earlier claim. We were able to calculate the
correct number of weeks for this group. Depending upon family
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composition and income levels, replacement rates were either 55 percent
or 60 percent. For claimants, we had the correct replacement rate while
for non-claimants the 55 percent default replacement rate was used.

This study requires detailed information on the characteristics of jobs held
before becoming unemployed and thejob held afterward. Suchinformationis
availablein the COEP sampleswhich provide detailed information regarding
the measures of job qudity discussed above. In addition, socio-demographic
information regarding individual, household andjob characteridicsareavailable.
Adminigrative datafrom Records of Employment indicate numbersof insurable
weeksand thus permit cal culation of Ul entitlement. Thisalows, anong other
things, theidentification of individuaswho seeachangeinther Ul entitlement
giventheir number of insurableweeks. For personsnot eigible onthe basis of
the Record of Employment associated with the job lost, it is necessary to
check administrative recordsfor other jobsthat may have affected the benefit
entitlement of theindividual.

Theidentification of high and low attachment career pathsis possiblethrough
aseries of questions contained in both the 1993 and 1995 COEP samples.
First, for thejob loss generating the Record of Employment, the seasond or
temporary nature of thejob isapossible cause of separatior?. Thiscanidentify
the*low-attachment” nature of the pre-separation career profile. For the post-
separationjob, two waysof determining if it waslow-attachment arepossible.
Persons still at the first post-displacement job are asked how many weeks
they expect to be working at the job in the next year. Those giving alow
answer are deemed to bein alow attachment profile. Whenever thefirstjob
has aready ended, the reason for thisisobtained and it isagain possibleto
identify jobs ending due to their seasonal/temporary nature. This permits
comparable modelling of transitions between career paths before and after
the adoption of Bill C-17.

An important issue in analysing the effect of C-17 is the role played by
seasondlity. It isimportant to control for the effects of seasondity inorder to
avoid confusing policy effectsand the effect of taking adifferent point inthe
seasonal cycle. Todothis, thetwo cohortsof the 1995 COEP are compared
with the corresponding cohort from the 1993 panel.

2 For the 1993 COEP, seasonal and temporary jobs arelumped together whilethey are seperated
for 1995.
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6. Statistical Results

A. Sample characteristics

Table 1 summarizesthe characteristics of the 1995 COEP sample. Thethree
columnsof thistabledividethesampleinto threegroups al individuds, persons
who succeed in becoming re-employed and the subset of the re-employed
who did not return to their previousjob. Several features of the sampleare
worthy of note. First, the individuals examined are rather young since the
average ageisjust under 29 yearsfor the entire sample. Thiscomparesto an
average age of 37 years reported for the 1993 COEP by Crémieux et a

(1995b). The percentage of personswho found anew job was 82.4 percent
for the 1995 COEP versus 70.2 percent for the 1993 sample. Thissuccess
rate and the percentage finding ajob may beindicative of morefavourable
conditionsin 1995.

Comparinginformation acrassthecolumnsof Tablel, itisapparent that persons
who find anew job are dightly more likely to have aseasonal job than the
overall average and also have marginally more experience in the job lost.
Personswho do not returnto the samejob are much lesslikely to havehad a
seasonal job and also have less experience on thejob lost than personswho
do return to theformer job. Personswho did not return to the samejob are
lesslikely to beeligiblefor Ul benefitsand this shows up asalower rate of
receipt of benefits.

Table 2 looks at some features of the individualsin the sample. Thistable
looks at statistical determinants of the probability that asurvey participant
answers the second part of the survey (the “wave 2" interview - roughly
one year after the date of job l0ss). The probability of response increases
with factors associated with stability such as age, marital status,
employment status and participation in the labour force. There is no
statistically significant relationship between the fact that the lost job was
seasonal in nature and the probability of continuing in the survey through
to the second-wave interview. This is important because if such a
relationship had been found, then results regarding the effect of C-17 on
weeksworked per year could be biased due to greater sample attrition of
persons in seasona jobs.

Table 3 providesinformation regarding exhaustion of benefitsinthe 2 COEP
samples. Itissignificant that the percentage of job-finderswho exhaust their
benefitswas 19 percent in 1993 versus43 percent in 1995. The corresponding
figuresare 29 percent and 84 percent for those not finding anew job. This
pointsto asignificant increasein the number of persons exhausting benefits,
much aswould be expected given that C-17 reduced benefit entitlementsfor
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Table 1

Descriptive Statistics

FullSample  Re-employed Did not 1993
Only Return COEP
Age 28.618 28.205 26.146 37.000
Married 0.625 0.626 0.571 0.600
Minority 0.195 0.182 0.184 0.159
Disabled 0.066 0.058 0.064 0.012
Male 0.594 0.600 0.647 0.561
Interview in English 0.683 0.683 0.708 -
Schooling:
Other Training 0.031 0.032 0.034 -
Elementary 0.056 0.053 0.043 0.052
Some Secondary 0.224 0.218 0.199 0.221
High School Diploma 0.302 0.306 0.297 0.340
Some College 0.067 0.069 0.076 0.088
College Diploma 0.126 0.126 0.146 0.095
Some University 0.063 0.064 0.075 0.041
University Degree 0.132 0.131 0.129 0.094
Province:
Newfoundland 0.030 0.029 0.016 0.023
P.E.I 0.005 0.005 0.003 0.007
Nova Scotia 0.043 0.042 0.040 0.030
New Brunswick 0.044 0.044 0.037 0.029
Quebec 0.318 0.316 0.298 0.256
Ontario 0.327 0.327 0.312 0.373
Manitoba 0.025 0.026 0.031 0.027
Saskatchewan 0.023 0.024 0.032 0.024
Alberta 0.088 0.089 0.118 0.110
British Columbia 0.096 0.095 0.113 0.119
NWT and Yukon 0.002 0.002 0.001 0.002
Wage Lost 17.495 17.691 16.852 11.63
Job Lost Unionized 0.334 0.360 0.271 -
Received Notice 0.216 0.225 0.190 -
Had Recall Date 0.225 0.253 0.089 -
Job Lost Seasonal 0.308 0.323 0.252 0.236
Years in the Lost Job 4.205 4.255 2.548 1.50
Had Pension Plan 0.302 0.318 0.270 -
Had Medical Plan 0.457 0.472 0.426 -
Had Dental Plan 0.412 0.421 0.400 -
Unemployment Rate 10.897 10.872 10.549 -
in Region (percent)
Not Ul Eligible 0.212 0.212 0.246 -
Ul Benefit Entitlement
(If eligible):
10 to 19 Weeks 0.072 0.077 0.082 -
20 to 29 Weeks 0.245 0.254 0.261 -
30 to 39 Weeks 0.219 0.218 0.197 -
40 to 49 Weeks 0.206 0.196 0.176 -
Claimed Ul Benefits 0.694 0.687 0.621 -
Exhausted Benefits 0.571 0.531 0.498 -
Found a Job 0.824 - - 0.702
Self-employed 2™ surv. 0.049 - - -
Number of Persons 6,071 4,745 2,448 -
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Table 2
Probability of Answering the Second Survey

Probit analysis of the probability of answering the second
survey
(standard errors in parentheses)

Age 0.008 (0.002)
Married 0.222 (0.042)
Minority -0.171 (0.047)
Disabled -0.028 (0.077)
Male -0.074 (0.041)
Interview in English 0.143 (0.086)
Schoolina: *
Other Training -0.064 (0.126)
Elementary -0.267 (0.102)
Some Secondary -0.252 (0.071)
High School Degree -0.173 (0.067)
Some College -0.094 (0.093)
College Degree -0.179 (0.078)
Some University -0.017 (0.098)
Province: **
Newfoundland -0.011 (0.153)
PEI 0.100 (0.303)
Nova Scotia 0.081 (0.130)
New Brunswick -0.110 (0.106)
Ontario -0.196 (0.091)
Manitoba -0.074 (0.152)
Saskatchewan -0.459 (0.147)
Alberta -0.044 (0.110)
British Columbia -0.319 (0.105)
Northwest Territories and Yukon -0.660 (0.368)
Wage Lost -0.066 (0.034)
Job Lost Unionized -0.056 (0.044)
Received Notice 0.122 (0.048)
Had Recall Date 0.010 (0.050)
Job Lost Seasonal -0.043 (0.043)
Tenure on the Lost Job 0.003 (0.003)
Regional Unemployment Rate -0.012 (0.007)
Ul Eligible -0.026 (0.060)
Claimed Ul 0.002 (0.046)
Exhausted Benefits at Survey Date -0.003 (0.054)
Unemployed at Survey Date -0.130 (0.045)
OLF at Survey Date -0.207 (0.064)
Self - Employed at Survey Date -0.096 (0.108)
Number of Observations 5,779 -
Pseudo R-Squared .023 -

Missing Education: University Degree

*x Missing Province: Quebec
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many persons. On the other hand, job-finding rates actually rose between
1993 and 1995 for both exhausters and non-exhausters. This suggeststhat
re-employment outcomeswere not significantly harmed by reduced benefit
entitlementsunder C-17. Thisissueisanaysed in greater detail later inthis
report where statistical methods are used to control for the effects of many

observable determinants of the probability of finding ajob.

Table 3

Benefit Exhaustion
Evolution of unemployed exhausting benefits before finding a new job or

before survey date
(Excluding those who return to previous employer)

93 Coep 95 Coep
Exhausted Found a new job Found a new job
Benefits:
No Yes No Yes
No 2428 2131 159 1390
Yes 998 514 859 1058
93 Coep 95 Coep
All -.009 (.538) | All -.041 (.708)
@ Exhausted Benefits: Exhausted Benefits:
58 No .001 (.511) | No -.018 (.643)
39 Yes -048 (532) | Yes -.070 (.784)
All -.009 (.538) | All .007 (.362)
o —~
E=E 2 Exhausted Benefits: Exhausted Benefits:
o 83E2 No -.005 (.340) | No 031 (.334)
SRR Yes -.046 (.357) | Yes -.027 (.395)
z3U5¢

Standard errors in parentheses

The analysis of wage losses reveals an interesting difference between the
1993 and 1995 COEP samples. While average wage losses are
comparable for the full samples (-0.9 percent in 1993 and -4.1 percent in
1995), differences become apparent if “extreme’ variations are removed
from the sampl€e®. For the 1993 COEP, this has no change on the average
wage loss while in the 1995 COEP the wage change is positive (+0.7
percent) without extreme variations. This seemsto suggest that the more
negative wage loss for the full sample in 1995 reflects the influence of
these extreme variations. The presence of such extreme variationsin the
1995 COEP could be evidence that large wage losses are linked to a
higher exhaustion rate of Ul benefits.

3 Wage variations were judged to be extreme if the change in the logarithm of the wage was
greater than one in absolute value.
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B. Ul and the probability of remaining in
the labour force

The results presented in Table 4 allow us to judge whether the presence
of unemployment insurance benefits has an impact upon the likelihood
that aworker leaves the labour force after losing ajob. It is possible that
one effect of the benefit reductions implied by C-17 was to push some
workers out of the labour force and perhaps onto social assistance. The
four columns of thetable present results both with and without temporary
layoffs and also allow for the Ul effects to differ for those who actualy
claimed benefits versus those who did not claim the benefits to which
they were entitled. Variables with a positive coefficient in this table
increase the probability that a person will have left the labour force by
the time of the follow-up survey.

Asexpected, severd factors other than unemployment insurance benefitsa so
have animpact upon the probability of leaving thelabour force. The probability
of leaving thelabour forceishigher for older workers, for the disabled and for
men. On the other hand, personswho had arecall date and thosewith higher
wageson theformer job had lower probabilitiesof leaving thelabour force.
Unemployment insurance benefits do have a negative impact upon the
probability of leaving the labour force although the effect is of roughly the
same magnitude regardless of the duration of benefits. Coefficientsare quite
similar for the entire sample and for the sub-sample excluding workerswho
werelaid-off temporarily.

When Ul coefficientsareallowed to differ for thosewho did or did not claim
benefits, the effects are stronger and more significant for theclaimants. Thisis
aninteresting result sinceit suggeststhat claimants and non-claimantswho
both have the right to exactly the same benefits do behave differently
nevertheless. When interpreting this, however, it must be noted that in formal
statistical teststhe hypothesisof identical behaviour cannot berejected.

Long-term Employment Outcomes
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Table 4
Ul and Probability of Dropping Out of the Labour Force
Probit Analysis of the Probability that the Job Loser will Drop Out of the

Labour Force by Survey Time*
(Standard Errors in Parentheses)

Excluding Excluding
Temporary Temporary
Full Sample Layoffs Full Sample Layoffs
Age 0.005 (0.002) 0.005 (0.003) 0.005 (0.002) 0.005 (0.002)
Married 0.025 (0.049) 0.059 (0.058) 0.025 (0.049) 0.061 (0.058)
Minority -0.017 (0.058) -0.026 (0.067) -0.017 (0.058) -0.027 (0.068)
Disabled 0.332 (0.080) 0.260 (0.094) 0.332 (0.080) 0.259 (0.094)
Male 0.278 (0.047) 0.362 (0.056) 0.279 (0.047) 0.360 (0.056)

Interview in English ~ -0.151 (0.099) -0.182 (0.118) -0.150 (0.099) -0.187 (0.118)
Schooling: **

Other Training 0.035 (0.140)  0.078 (0.170) 0.036 (0.140)  0.074 (0.170)
Elementary 0.075 (0.114)  0.281 (0.139) 0.081 (0.114)  0.283 (0.140)
Some Secondary  -0.015 (0.081)  0.143 (0.098)  -0.006 (0.081)  0.146 (0.099)
High School 0014 (0.075) 0118 (0.091)  -0.010 (0.076) 0.116 (0.091)
Some College 0.184 (0.101)  0.397 (0.119) 0.189 (0.101)  0.397 (0.119)
College Degree 0114 (0.091) -0.131 (0.110)  -0.108 (0.092) -0.130 (0.110)

Some University ~ 0.065 (0.108)  0.112 (0.127)  0.067 (0.109) 0.112 (0.127)
Province: ***

Newfoundland 0.176 (0.176)  0.334 (0.217) 0.180 (0.177)  0.344 (0.218)
PEI 0.037 (0.340) -0.043 (0.460) 0.052 (0.341) -0.039 (0.461)
Nova Scotia 0.131 (0.146)  0.182 (0.172) 0.130 (0.146)  0.189 (0.173)
New Brunswick 0.017 (0.127)  0.060 (0.155) 0.020 (0.128)  0.065 (0.155)
Ontario -0.033 (0.104) -0.082 (0.124)  -0.038 (0.105) -0.079 (0.125)
Manitoba 0.044 (0.169) -0.148 (0.203) 0.038 (0.169) -0.148 (0.203)
Saskatchewan -0.051 (0.180) -0.229 (0.209)  -0.064 (0.180) -0.228 (0.210)
Alberta -0.060 (0.127) -0.180 (0.148)  -0.066 (0.127) -0.179 (0.148)

British Columbia 0.086 (0.122)  0.009 (0.142) 0.085 (0.122)  0.012 (0.143)
NWT and Yukon 0.319 (0.456)  0.429 (0.517) 0.318 (0.457)  0.442 (0.517)

Wage Lost -0.134 (0.039) -0.144 (0.045) -0.135 (0.039) -0.143 (0.045)
Job Lost Unionized -0.029 (0.052) 0.080 (0.065) -0.027 (0.053) 0.083 (0.065)
Received Notice 0.024 (0.055) 0.079 (0.067) 0.022 (0.055) 0.078 (0.067)
Had Recall Date -0.275 (0.060) 0.097 (0.088) -0.277 (0.061) 0.096 (0.088)
Job Lost Seasonal -0.024 (0.052) -0.003 (0.065) -0.021 (0.052) -0.003 (0.065)
Tenure on the Lost -0.002 (0.007) 0.023 (0.008) -0.002 (0.007) 0.024 (0.008)
Tenure Squared 0.000 (0.000) 0.000 (0.000) 0.000 (0.000) 0.000 (0.000)
Regional UR -0.016 (0.009) -0.017 (0.011) -0.016 (0.009) -0.018 (0.011)
Ul Entitlement: ****
20 to 29 Weeks -0.232 (0.065) -0.174 (0.077)
30 to 39 Weeks -0.252 (0.068) -0.189 (0.081)
40 to 49 Weeks -0.278 (0.072) -0.236 (0.086)
50 Weeks -0.250 (0.120) -0.327 (0.144)
10 to 19 Weeks -0.249 (0.163) -0.148 (0.182)
20 to 29 Weeks -0.124 (0.100) -0.094 (0.115)
30 to 39 Weeks -0.218 (0.120) -0.262 (0.149)
40 to 49 Weeks -0.225 (0.118) -0.249 (0.139)
50 Weeks -0.426 (0.299) -0.378 (0.335)
Ul Claimants Only:
20 to 29 Weeks -0.270 (0.070) -0.205 (0.084)
30 to 39 Weeks -0.261 (0.072) -0.172 (0.086)
40 to 49 Weeks -0.293 (0.076) -0.233 (0.091)
50 Weeks -0.223 (0.127) -0.316 (0.153)
Did not Ans. surv. 2 0.230 (0.054) 0.281 (0.062) 0.230 (0.054) 0.286 (0.062)
Number of Obs. 5,681 3,466 5,681 3,466
Pseudo R-Squared .043 .058 .044 .058
* If respondent did not answer the second survey, the Labour Force Status used here is

the one declared at the first survey.

**  Missing Education: University degree.
***  Missing Province: Quebec

***% Missing Category of Eligibility: Ineligible.
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C. Ul and the probability of finding
a new job

Thissection looksat the probability that an unemployed worker actualy goes
ontofind anew job. Theresultsrelating this probability to Unemployment
Insurance and other observable characteristicsarefoundin Table5. Thefirst
column of thetableincludesdl job loserswhilethe second only usesindividuas
who stay in thelabour force. Thethird column removes both personswho
leave the labour force and workers who return to their former employer
after atemporary layoff (labelled “recalls’ in Table 5). In many ways, the
results of thetablereflect the well-known disincentive effect of Ul: persons
with Ul benefits can be more demanding when searching for a new job
and as a consequence the presence of Ul benefits lowers the probability
that ajob will be found by the survey date.

Theresultsin thetable support thisinterpretation. Workerswith long benefit
durations have lower probabilities of finding anew job. It isinteresting to
combinethisinformation with the observation from Table Three that both
benefit exhaustion and job-finding ratesrose between 1993 and 1995. There
issomeevidencein Table 5 that workerswith short benefit entitlement periods
(precisaly theworkerswhom we might expect to see exhausting benefits) are
actudly morelikely tofind anew job than workerswho werenot digiblefor
benefits. Thiscould provide further support for the hypothesisthat workers
with short benefit entitlement periods under C-17 did not suffer areduced
ability to obtainanew job.

Related to theissue of finding anew jobisthelength of timethat thejob will
last. When eva uating theimpact of the Ul disincentive effect on the probability
of finding anew job, it isimportant to examine some measure of job duration.
While Ul benefits could make someworkerslesslikely to find anew job, it
should aso betruethat thosewho actudly do find ajob will bemorelikley to
be happy with it and thus less likely to leave after only a short spell. To
incorporatethisfactor, we conduct astatistical analysisof the probability that
personswho find anew job will loseit again by survey time. If Ul isplayinga
positiverolein job quality, then thisprobability should vary inversely with the
number of weeksof Ul benefitsreceived.

Thesix columns of Table 6 contain resultsfor both the entire sample and the
sub-sample with personsreturning to their old job removed. Therearea so
results with binary variables added to indicate whether Ul benefits were
exhaugted (columnsthreeand four) aswd | aswhether Ul benefitswereactudly
clamed (columnsfiveand sx). Inall cases, longer Ul benefitsare associated
with alower probability that thejob will belost by survey time. Thefact that
benefitswere exhausted does not have asgnificant impact upon the probability
that anew jobislost again by survey time. Theact of claiming benefitsdoes
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Table 5
Ul Impact on the Probability of Finding a New Job

Probit Analysis of the Probability of Finding a New Job
(Standard errors in parentheses)

Excluding Those Excluding Out of
Out of Labour Force and Recalls

Force
Age -0.015 (0.002) -0.017  (0.003) -0.024 (0.003)
Married 0.053 (0.046) 0.156  (0.055) 0.174 (0.064)
Minority -0.204 (0.051) -0.227  (0.060) -0.214 (0.070)
Disabled -0.316 (0.078) -0.292  (0.097) -0.255 (0.112)
Sex -0.221 (0.045) -0.111  (0.054) -0.151 (0.064)
Interview in English -0.169 (0.091) -0.320 (0.109) -0.300 (0.125)
Schooling: *
Other Training 0.021 (0.144) 0.144 (0.187) 0.113 (0.212)
Elementary -0.190 (0.107) -0.129 (0.131) -0.279 (0.156)
Some Secondary -0.210 (0.078) -0.232 (0.095) -0.346 (0.109)
High School Degree -0.113 (0.075) -0.101 (0.091) -0.151 (0.104)
Some College -0.059 (0.105) 0.045 (0.133) -0.015 (0.152)
College Degree -0.073 (0.087) -0.100 (0.105) -0.064 (0.118)
Some University -0.028 (0.110) 0.004 (0.136) 0.070 (0.152)
Province: **
Newfoundland -0.066 (0.157) 0.037  (0.184) -0.284 (0.229)
PEI 0.432 (0.340) 0.512  (0.407) 0.331 (0.541)
Nova Scotia 0.006 (0.133) 0.082  (0.156) -0.016 (0.180)
New Brunswick 0.107 (0.117) 0.038 (0.137) -0.020 (0.163)
Ontario 0.199 (0.096) 0.209  (0.114) 0.235 (0.129)
Manitoba 0.400 (0.170) 0.548  (0.219) 0.679 (0.244)
Saskatchewan 0.479 (0.176) 0.528 (0.212) 0.718 (0.232)
Alberta 0.264 (0.117) 0.235  (0.138) 0.367 (0.154)
British Columbia 0.264 (0.114) 0.248 (0.134) 0.342 (0.152)
NWT and Yukon -0.104 (0.406) -0.053  (0.457) -0.493 (0.599)
Wage Lost 0.111 (0.038) 0.087  (0.047) 0.079 (0.053)
Job Lost Unionized 0.169 (0.050) 0.166 (0.060) 0.006 (0.072)
Received Notice 0.095 (0.054) 0.180 (0.067) 0.169 (0.079)
Had Recall Date 0.438 (0.058) 0.461  (0.072) -0.187 (0.098)
Job Lost Seasonal 0.186 (0.050) 0.206 (0.061) 0.088 (0.074)
Tenure on the Lost Job 0.011 (0.006) 0.007 (0.008) -0.040 (0.011)
Tenure Squared 0.000 (0.000) 0.000 (0.000) 0.001 (0.000)
Regional Unemployment 0.005 (0.008) -0.007 (0.010) -0.010 (0.011)
Dropped Out of Survey -0.650 (0.047) -0.767 (0.055) -0.782 (0.064)
Weeks of Benefit
Entitlement: ***
10 to 19 Weeks 0.238 (0.100) 0.031  (0.119) 0.064 (0.134)
20 to 29 Weeks 0.094 (0.065) 0.010 (0.082) -0.018 (0.093)
30 to 39 Weeks -0.047 (0.066) -0.155  (0.082) -0.219 (0.095)
40 to 49 Weeks -0.116 (0.068) -0.231  (0.084) -0.308 (0.098)
50 Weeks -0.252  (0.107) -0.479  (0.125) -0.510 (0.149)
Pseudo R-Squared .099 127 .145
Number of Observations: 5,492 4,826 2,708

Missing Education: University Degree.
Missing Province: Quebec.
Missing Category of Eligibility: Ineligible.

*%*

kkk
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Table 6
Ul and Job Stability
Probability that those who have found a job will lose it again by survey time

Cox Proportional Hazard Model
(Standard errors in parentheses)

Full Sample Excluding Full Sample Excluding Full Sample Excluding

Temporary Temporary Temporary
Layoffs Layoffs Layoffs
Age 0.020 (0.004) 0.022 (0.005) 0.020 (0.004)  0.022 (0.005) 0.020 (0.004) 0.022 (0.005)
Married -0.243 (0.077) -0.316 (0.102) -0.243 (0.077) -0.315 (0.102) -0.242 (0.077) -0.309 (0.102)
Minority 0.088 (0.088) 0.036 (0.116) 0.088 (0.088)  0.037 (0.116) 0.093 (0.088) 0.050 (0.116)
Disabled 0.216 (0.138) 0.227 (0.179) 0.217 (0.138)  0.228 (0.180) 0.229 (0.138) 0.249 (0.180)
Male -0.216 (0.081) -0.227 (0.111) -0.217 (0.081) -0.227 (0.111) -0.230 (0.081) -0.233 (0.111)
Interviews in English -0.168 (0.166) -0.243 (0.215) -0.166 (0.167) -0.242 (0.215) -0.126 (0.168) -0.183 (0.214)
Schooling: *
Other Training 0.519 (0.207) 0.471 (0.284) 0.521 (0.207)  0.471 (0.284) 0.522 (0.207) 0.454 (0.284)
Elementary 0.331 (0.185) 0.331 (0.264) 0.330 (0.185)  0.328 (0.265) 0.315 (0.186) 0.243 (0.265)
Some secondary 0.291 (0.144) 0.421 (0.195) 0.290 (0.144)  0.420 (0.196) 0.267 (0.144) 0.360 (0.196)
High School Degree 0.258 (0.138) 0.386 (0.186) 0.259 (0.138)  0.386 (0.186) 0.255 (0.138) 0.381 (0.186)
Some College 0.148 (0.188) 0.391 (0.238) 0.150 (0.188)  0.392 (0.238) 0.151 (0.188) 0.415 (0.238)
College Degree 0.208 (0.164) 0.296 (0.214) 0.208 (0.164)  0.295 (0.214) 0.197 (0.164) 0.287 (0.214)
Some University 0.337 (0.188) 0.571 (0.237) 0.338 (0.188)  0.572 (0.237) 0.354 (0.188) 0.634 (0.237)
Province: ** 0.661 (0.247) 0.734 (0.366) 0.661 (0.247)  0.733 (0.366) 0.603 (0.247) 0.625 (0.365)
Newfoundland 0.430 (0.533) 0.824 (0.629) 0.432 (0.533)  0.826 (0.629) 0.491 (0.533) 0.911 (0.628)
PEI 0.444 (0.225) 0.707 (0.293) 0.443 (0.225)  0.706 (0.293) 0.409 (0.226) 0.663 (0.292)
Nova Scotia 0.292 (0.186) 0.625 (0.233) 0.291 (0.186)  0.623 (0.233) 0.245 (0.187) 0.627 (0.233)
New Brunswick -0.101 (0.179)  0.032 (0.232) -0.101 (0.179)  0.031 (0.232) -0.112 (0.180) -0.001 (0.230)
Ontario 0.376 (0.258) 0.217 (0.352) 0.376 (0.258)  0.217 (0.352) 0.370 (0.259) 0.236 (0.352)
Manitoba 0.256 (0.272) 0.252 (0.344) 0.255 (0.272)  0.251 (0.344) 0.234 (0.272) 0.204 (0.343)
Saskatchewan 0.532 (0.202) 0.538 (0.256) 0.531 (0.202)  0.536 (0.256) 0.499 (0.203) 0.460 (0.255)
Alberta 0.221 (0.199) 0.273 (0.253) 0.221 (0.199)  0.272 (0.253) 0.200 (0.200) 0.231 (0.252)
British Columbia -0.522 (1.027) 0.237 (1.060) -0.518 (1.027)  0.235 (1.060) -0.375 (1.028) 0.188 (1.060)
NWT and Yukon
Wage Lost -0.087 (0.066) -0.040 (0.085) -0.088 (0.066) -0.040 (0.085) -0.092 (0.067) -0.048 (0.085)
Job Lost Unionized 0.326 (0.080) 0.632 (0.105) 0.326 (0.080)  0.632 (0.105) 0.308 (0.080) 0.628 (0.106)
Received Notice -0.142 (0.092) -0.091 (0.125) -0.143 (0.092) -0.092 (0.125) -0.148 (0.092) -0.113 (0.125)
Had Recall Date -0.881 (0.107) -0.700 (0.218) -0.881 (0.107) -0.700 (0.218) -0.889 (0.108) -0.717 (0.218)
Job Lost Seasonal 0.368 (0.075) 0.293 (0.103) 0.366 (0.075)  0.292 (0.103) 0.354 (0.075) 0.285 (0.103)
Tenure on the Lost Job -0.057 (0.011) -0.060 (0.018) -0.058 (0.011) -0.061 (0.018) -0.060 (0.011) -0.062 (0.018)
Tenure Squared 0.001 (0.000) 0.001 (0.000) 0.001 (0.000)  0.001 (0.000) 0.001 (0.000) 0.001 (0.000)
Regional Unemployment ~ 0.037 (0.012) 0.040 (0.016) 0.037 (0.012)  0.040 (0.016) 0.036 (0.012) 0.039 (0.016)
Did not answ. surv. 2 0.830 (0.076) 0.965 (0.097) 0.832 (0.077)  0.966 (0.097) 0.826 (0.076) 0.950 (0.097)
Ul Benefit Week
Entitlement: ***
10 to 19 weeks 0.035 (0.136) 0.040 (0.169) 0.031 (0.137)  0.038 (0.170) -0.052 (0.137) -0.077 (0.171)
20 to 29 weeks 0.053 (0.097) 0.120 (0.123) 0.050 (0.098)  0.117 (0.124) -0.054 (0.100) -0.016 (0.127)
30 to 39 weeks -0.240 (0.105) -0.233 (0.142) -0.242 (0.106) -0.235 (0.142) -0.355 (0.108) -0.389 (0.146)
40 to 49 weeks -0.649 (0.128) -0.549 (0.174) -0.651 (0.128) -0.550 (0.175) -0.755 (0.130) -0.664 (0.176)
50 weeks -0.481 (0.200) -0.260 (0.270) -0.483 (0.200) -0.264 (0.271) -0.582 (0.201) -0.440 (0.274)
Exhausted Benefits 0.018 (0.072)  0.012 (0.096)
Claimed Benefits 0.373 (0.083) 0.455 (0.105)
Number of Observations 4,516 2,299 4,516 2,299 4,516 2,299
Pseudo R-squared 0.041 0.047 0.041 0.047 0.042 0.050
*

Missing Education: University degree
**  Missing Province: Quebec

*** Missing Category of Eligibility: Ineligible
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have asignificant positive impact upon the probability of losing ajob again.
This coexistence of high claim probabilitiesand short job durations may be
cons stent with the presence of workerswho only work just long enough to
clam benefits.

D. Ulandthe wage earnedin
the new job

Table7 presentsresultsthat indicate how thelogarithm of thewageearnedin
the new job varieswith available observable factors and, in particul ar, the
length of the period of Ul benefit entitlement. Ashas been the case throughout
this study, one set of results are for the full sample while another removes
workerswho return to the samejob. Thefirst two columnscalculate Ul benefit
entitlement weeks using C-17 rules. The second set of columns uses a
hypothetical number of benefit weeks cal culated under the assumption that
pre-C-17 rulesstill applied. These counter-factual resultswereincluded to
alow for the possibility that the unemployed may have estimated their benefit
entitlement based on their experience with pre-C-17 rules. If thiswerethe
case, theseerroneous cd culationsmight still belinked more closaly withwage
effectsthan areactual C-17 weeks.

Tointerpret the coefficients obtained fromthisanalysis, itisimportant to note
that the variables used are defined so that personswith 50 weeks of benefits
have acoefficient of zero. Coefficientsfor other groupsthenindicate whether
they do better or worse than persons entitled to 50 weeks of benefits. For
example, thefirst column of Table 7 givesacoeficient of 0.016 for the non-
eligibleand thismeansthat personsnot dligiblefor benefitshad, on average,
re-employment wages 1.6 percent higher than did personsentitled to 50 weeks
of benefits.

Looking at theresultsusing actual C-17 rules (thefirst two columns of the
table), wefind that weeksof Ul benefit entitlement of up to 40 weekslead to
higher re-employment wagesthan for theindigible. Interestingly, thiseffectis
strongest for quitelow levelsof benefit weeks: the new wageis 10.7 percent
higher with 10to 19 weeksthan with 50 weeks. Using theincorrect pre-C-17
weeksvariablesyiedslower Ul wage effectsand gives quite negative effects
for personswho would have had 30 to 50 weeks under the pre-C-17 regime.
This may reflect the fact that persons who had high pre-C-17 weeks but
lower entitlementsunder C-17 did poorly interms of wage outcomes. It aso
seemsthat thishypothetica variable hasreatively little explanatory power.
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Table 7
The Impact of Ul on New Wages

Regressions for the log of the hourly new wage
(Standard errors in parentheses)

Using C-17 Rules Using Pre-C-17 Rules

Excluding Excluding

Full Temporary Full Temporary

Sample Layoffs Sample Layoffs
Age 0.008 (0.004) 0.013 (0.007) 0.008 (0.004) 0.011 (0.007)
Age Squared 0.000 (0.000) 0.000 (0.000) 0.000 (0.000) 0.000 (0.000)
Married 0.065 (0.018) 0.096 (0.030) 0.069 (0.019) 0.107 (0.032)
Minority -0.039 (0.021) -0.031 (0.035) -0.039 (0.022) -0.034 (0.037)
Disabled -0.102 (0.035) -0.091 (0.056) -0.089 (0.036) -0.064 (0.058)
Sex -0.150 (0.017) -0.207 (0.029) -0.143 (0.018) -0.199 (0.031)
Interview in English -0.016 (0.036) -0.031 (0.061) -0.002 (0.040) -0.004 (0.068)

Schooling: *
Other Training -0.120 (0.050) -0.140 (0.082) -0.112 (0.053) -0.124 (0.085)
Elementary -0.199 (0.043) -0.221 (0.078) -0.202 (0.046) -0.225 (0.082)
Some Secondary -0.161 (0.029) -0.232 (0.050) -0.156 (0.030) -0.220 (0.052)
High School Degree -0.149 (0.027) -0.197 (0.045) -0.144 (0.028) -0.192 (0.047)
Some College -0.186 (0.038) -0.175 (0.062) -0.154 (0.040) -0.147 (0.063)
College Degree -0.104 (0.032) -0.137 (0.051) -0.101 (0.033) -0.125 (0.053)
Some University -0.038 (0.039) -0.062 (0.062) -0.026 (0.040) -0.044 (0.063)
Province: **

Newfoundland -0.024 (0.064) -0.021 (0.125) -0.040 (0.070) -0.063 (0.134)
PEI -0.176 (0.114) -0.536 (0.234) -0.195 (0.116) -0.554 (0.238)
Nova Scotia -0.026 (0.053) 0.011 (0.089) -0.031 (0.056) 0.017 (0.095)
New Brunswick -0.047 (0.046) 0.014 (0.081) -0.081 (0.059) -0.075 (0.105)
Ontario 0.049 (0.038) 0.067 (0.063) 0.044 (0.042) 0.058 (0.071)
Manitoba 0.031 (0.062) 0.162 (0.097) 0.027 (0.065) 0.151 (0.102)
Saskatchewan 0.062 (0.064) 0.099 (0.097) 0.059 (0.067) 0.095 (0.103)
Alberta 0.058 (0.046) 0.085 (0.073) 0.052 (0.049) 0.068 (0.079)
British Columbia 0.056 (0.045) 0.061 (0.072) 0.051 (0.048) 0.041 (0.078)
NWT and Yukon 0.154 (0.195) 0.031 (0.375) 0.122 (0.198) -0.009 (0.380)
Wage Lost 0.596 (0.015) 0.488 (0.024) 0.605 (0.015) 0.495 (0.025)
Job Lost Unionized 0.107 (0.018) 0.120 (0.033) 0.099 (0.019) 0.115 (0.035)
Received Notice -0.009 (0.019) -0.041 (0.034) -0.008 (0.020) -0.036 (0.036)
Had Recall Date 0.020 (0.020) -0.030 (0.047) 0.026 (0.021) -0.030 (0.050)
Job Lost Seasonal 0.020 (0.018) 0.021 (0.032) 0.025 (0.019) 0.027 (0.034)
Tenure on the Lost Job 0.000 (0.002) -0.009 (0.005) 0.001 (0.003) -0.009 (0.005)
Tenure Squared 0.000 (0.000) 0.000 (0.000) 0.000 (0.000) 0.000 (0.000)
Regional Unemployment 0.004 (0.003) 0.005 (0.005) 0.004 (0.003) 0.006 (0.006)
Did Not Ans. 2™ Int. 0.044 (0.021) 0.084 (0.034) 0.051 (0.022) 0.098 (0.035)

Not Eligible for Ul Benefits ~ 0.016 (0.044) 0.015 (0.077) -0.057 (0.032) -0.052 (0.054)
Ul Benefit
Entitlement: ***

10 to 19 Weeks 0.107 (0.050) 0.163 (0.086) 0.006 (0.043) 0.119 (0.079)
20 to 29 Weeks 0.026 (0.044) 0.036 (0.076) 0.003 (0.037) 0.043 (0.062)
30 to 39 Weeks 0.040 (0.043) 0.072 (0.075) -0.023 (0.031) -0.033 (0.054)
40 to 49 Weeks 0.016 (0.043) 0.012 (0.076) -0.048 (0.029) -0.015 (0.050)
Number of Observations 4,510 2,285 4,207 2,152
R-Squared .391 .286 .390 .281

Missing Education: University Degree
Missing Province: Quebec
Missing Category of Eligibility: 50 weeks

*%

*kk

Long-term Employment Outcomes



24

Table 8illustrates how the relationship between weeks of Ul benefitsand
wages in the re-employment job has changed under a series of Ul policy
regimes. Three situations are compared in this table: the results of the
currrentstudy based on the 1995 COEP and those obtained when the same
methodology was applied to the 1993 COEP data and the Nationa
Employment Services Survey (NESS) dataused in Crémieux et a (1995a).
Theresultsusng thetwo previoussurvey datasetsshow roughly smilar results
but the C-17 results show adeparture from past trends.

Table 8
Evolution of the Impact of Ul on Wages

Coefficient of the impact of Ul benefit entitlement on the log of the
new hourly wage

NES * Coep 93 ** Coep 95
Not Eligible -.072 (.026) -.077 (.029) -.007 (.079)
Ul Benefit
Entitlement: -.012 (.055) -.051 (.034) .063 (.074)
30 to 39 Weeks -.030 (.032) -.028 (.028) .070 (.075)
40 to 49 Weeks -.002 (.024) -.005 (.021) .012 (.076)
50 Weeks 0 0 0

Standard Error in Parentheses
Missing Category: 50 Weeks

* From Crémieux et al. (1995a), Table E-1
**  From Crémieux et al. (1995b), Table 11

Thisisreadily goparent in Figure Oneinwhichillugtratesthetrendsin coefficient
valuesfrom Table 8 using agraph. For the pre-C-17 studies, coefficientsare
most negativefor theindigibleand then gradudly risetoward thevaueof zero
imposed for persons entitled to 50 weeks of benefits. Thisis cons stent with
theview that longer benefit entitlement periodshave beneficid effectsonwages
inthenew job, perhaps becausethe existence of longer benefit periodstrandates
into a more thorough and selective search of new job opportunities. For
example, Figure One showstheineligble with new wagesroughly 8 percent
lower than thosewith 50 weeks of benefitswhile personswith 30to 39 weeks
of benefitshad roughly 3 percent lower wages than the 50 week group. For
the 1993 COEP sampl g, the better wage performance as benefit entitlements
increaseiscongant throughout the entitlement categorieswhiletherdationship
ismoreerratic for the NESS data. Overall, though, thesetwo sampletel|l the
samestory.
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An entirely different pattern to the relationship between weeks of benefit
entitlement and wageswasfound in 1995. Whileit was till truefor the 1995
COEP sample that the ineligible fared the most poorly in terms of re-
employment wages, the previous pattern of personsdoing better and better as
more weeks of benefitsareavailableisno longer found. Instead, it ispersons
with 30 to 39 weeks of benefitswho do the best in terms of new wages (about
7 percent better than those with 50 weeks). Of al the groups eligible for
benefits, it isthose entitled to 50 weekswho fare the poorest in terms of new
wage outcome. Thevalue of Ul benefitsisnormalized to zero for the group
with 50 weeks and we find positive values for al other groups except the
indigible

The change observed for the benefit weeks/ new wage rel ationship may be
related to theway that C-17 modified the distribution of weeks of benefitsto
whichworkersare entitled. Figure Two comparesthe distributions of weeks
of benefit entitlement in the 1993 and 1995 COEP samples. The NESS and
1993 COEP samples show the highest concentration of numbers of benefit
weeksat 50 weekswhilethe 1995 sample showsadistribution over therange
of weeks of benefitswith some concentration in thevicinity of 35 weeks of
benefits. Thedistribution of insurableweeks changed far lessdramatically so
that the changesin benefit entitlements areattributableto policy changesinthe
rulesdetermining benefit entitlements.

It seemstheat theradica changeinthedistribution of weeksof benefit entitlement
induced by C-17 had acorresponding effect on the rel ationship between Ul
weeksand wages. Interestingly, in both 1993 and 1995 therange of Ul benefit
weeks associ ated with the best wage outcomesin the new job wasa so roughly
therangein which the heaviest concentration of numbers of benefit weeks
wasfound. Inthe 1993 COEP thiswasfound for the 50 weeksgroup whilein
the 1995 COEP it was around 30 weeks. Thissuggestsalink between wage
outcomes and the position of an unemployed person within the distribution of
benefit weeksrather than wages and the actual number of weeks.

Itisposs blethat the changesto the rules determining benefit entitlement periods
may have taken someworkers by surprise. Such workersmay havefailed to
plantheir job search correctly and accepted alow wagewhen they discovered
that their benefitswere terminated. Indeed, such behaviour could potentially
explainthelarger number of extremewage variationsin the 1995 COEP data.
To examinethispossihility, avariable equal to the changein the number of
benefit weeks under the pre-C-17 and C-17 regimes was created. When
included in new wage regressions, however, thismeasureof “C-17 surprise
potential” did not haveadtatisticaly sgnificant effect.
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E. Ul and non-wage compensation
in the new job

Table 9 permitsanalysisof how non-wage characteristics of jobs change due
tojob-to-job trangtions. For each characterigtic, the group of 2,448jobfinders
isclassified according to the status of the old and new job. Thistablelooksat
characterigtics such asthe seasond nature of ajob, whether thejobisunionized,
whether apension planisprovided, whether medical or dental benefitsare
provided and finally whether thejob wasfull- or part-time. Theseindices of
job quality give additiona insightsinto the desirability of ajob beyond that
contained inthewagea one.

A griking feature of these dataisthat the number or workersin seasonal jobs
fdlsdramaticaly. While 618 workersreported that their old job was seasond,
thefigureisonly 124 for the new job. Thiscould bedueto C-17 sncewefind
that 91 percent of personsin aseasonal job before the moment of loss do not
classify their new job as seasond. What isnot clear iswhether workersintend
to stay long in these new non-seasonal jobs.

Thereisalso evidencethat alarge proportion of persons (23 percent) who
previoudy were employed full-timelosethisfull-time status after thejob-loss
episode that earned them a place in the COEP sample. Whilethisis partly
compensated for by the high proportion of part-time jobsthat becomefull-
time, the net effect isafall from 3,076 full-timejobsin thefirst job to only
2,775full-timejobsinthe new job. Thiseffect manifestsitsdf later inthe study
asafal inweekly hoursworked that may have anegativeimpact on weekly
income.

Table 10 provides evidence regarding the rel ationship between Ul and non-
wagejob characterigtics. Thetop half of thetableisfor theentiresamplewhile
the bottom portion only consdersjoblossother thantemporary layoffs. Eligibility
for Ul benefitsdoes not seem to increase the probability that anew job will be
unionized or that it will haveapension plan. Asaperson becomesentitled for
Ul benefitsthrough the 20-29 week range, the probability that anew job will
be seasonal riseswith thelength of the benefit entitlement period. After this
point, the probability that a new job will be seasonal in nature falls as Ul
benefitsareavailablefor alonger time. The category of personsentitied to 50
weeks as benefits hasthe lowest probability of finding aseasonal job.

Long-term Employment Outcomes
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Table 9

Indices of Job Quality Wages

Wages : Coep 93 Coep 95
Average Wage Loss -.009 (.538) -.041 (.708)
Average Wage Loss -.009 (.343) -.007 (.362)

(Excluding extreme values)

Other Benefits: (Coep 95)

Old Job Was Unionized?

No Yes
New job is unionized?
No 1,551 280
Yes 233 384
Old Job Was Seasonal?
No Yes
New job is seasonal?
No 1,762 562
Yes 68 56
Old Job Has a Pension Plan?
No Yes
New job has a pension plan?
No 1,454 295
Yes 332 367
Old Job Has a Health Plan?
No Yes
New job has a health plan?
No 1,000 423
Yes 404 621
Old Job Has a Dental Plan?
No Yes
New job has a dental plan?
No 1,075 394
Yes 394 585
Old Job was Full Time?
No Yes
New job was full time?
No 279 709
Yes 408 2,367

Weeks expected to be spent at new job during next year:

Weeks

Oto 9
10 to 19
20 to 29
30 to 39
40 to 49
50 or more

% of Respondents

Long-term Employment Outcomes
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Table 10

Ul Impact on Other Aspects of Job Quality

Probit analysis of the probability that the new job will have the following characteristics
(Standard errors in parentheses)

Full Sample Unionized Seasonal Has Pension Has Medical Has Dental Plan Full-Time
Job Job Plan Plan Job

Not Eligible 0.361 (0.134) 0.245 (0.173) 0.087 (0.125) -0.131 (0.117) -0.021 (0.119) -0.214 (0.105)

Entitled to 10 to 19 Weeks 0.382 (0.150) 0.126 (0.191) 0.074 (0.140) -0.213 (0.132) -0.038 (0.134) -0.261 (0.119)

Entitled to 20 to 29 Weeks 0.363 (0.133) 0.312 (0.171) 0.100 (0.124) -0.175 (0.116) -0.098 (0.118) -0.262 (0.104)

Entitled to 30 to 39 Weeks 0.274 (0.130) 0.238 (0.168) 0.095 (0.121) -0.196 (0.113) -0.173 (0.115) -0.201 (0.101)

Entitled to 40 to 49 Weeks 0.156 (0.132) -0.022 (0.175) 0.024 (0.122) -0.130 (0.114) -0.042 (0.115) -0.185 (0.102)

Same charac. in lost Job? 2072 (052) 916 (.062) 1.427 (.052) 1.303 (.047) 1.380 (.048) 1.017 (.047)

Number of Observ. 4,533 4,525 4,533 4,533 4,533 4,533

Pseudo R-Squared 0.434 0.171 0.300 0.260 0.283 0.145

Excluding Temporary Layoffs Unionized Sieasonal Has Pension Has Medical Has Dental Full-Time
Job Job Plan Plan Plan Job

Not Eligible 0.408 (0.192) 0.382 (0.334) 0.165 (0.176) -0.194 (0.159) -0.157 (0.161)  -0.343 (0.143)

Entitled to 10 to 19 Weeks 0.417 (0.211) 0437 (0.357) 0.140 (0.195) -0.324 (0.178) -0.255 (0.180) -0.418 (0.161)

Entitled to 20 to 29 Weeks 0.482 (0.191) 0.580 (0.331) 0.206 (0.175) -0.268 (0.158) -0.227 (0.160)  -0.427 (0.142)

Entitled to 30 to 39 Weeks 0.321 (0.190) 0.478 (0.328) 0.145 (0.173) -0.255 (0.156) -0.264 (0.158)  -0.351 (0.140)

Entitled to 40 to 49 Weeks 0.097 (0.195) 0.091 (0.342) 0.075 (0.176) -0.179 (0.158) -0.104 (0.159) -0.285 (0.141)

Same Characteristic in Lost

Job? 1.145 (0.073) .364 (0.103) .819 (0.074) 0.649 (0.063) 0.668 (0.064) 0.402 (0.062)

Number of

Observations 2,302 2,299 2,302 2,302 2,302 3,548

Pseudo R-Squared .245 .108 .102 0.069 0.123 0.095

Regressions also include all the other variables included in Table 11 but not shown here.




This suggests that
Ul can have a
positive effect upon
both weekly wages
and the value of
total compensation
when benefits as
well as wages are
measured.
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It isworth noting that a variable indicating whether the previous job was
seasond is included seperately in the equation so that we are not Simply
capturing alink between seasonal lost job and shorter benefit entitlements.
Thisresult does seem to challange thelong standing conventiona wisdom
that long periods of benefit entitlement induce workersto choose seasonal
career paths. The probability of a seasonal new job is highest for 20-29
weeks of benefits and this is not the length of time that is normally
associated with the popular image of “10-42" cycling. Of course, the
timing of the COEP sample may mean that we are just not seeing persons
in the industries that are most likely to show this type of seasonal career

path.

Thereareroughly positiveimpacts of the existence of longer benefitsfor job
attributes such asthe presence of medical plans, dental plans, and full-time
status. This suggeststhat Ul can have a positive effect upon both weekly
wagesand thevaueof total compensation when benefitsaswell aswagesare
measured.

F. Ul and the expected duration of the new
job

InTable 11, we present resultslinking observabl e characteristicsto the expected
number of weeksto be spent inthe new job. Results are presented for both
thefull sample and for the sub-sample of personswho do not returnto their
previousjob. For each of thesetwo samples, wefirst present resultswithout
theduration of the previousjob and then add thisduration. Omitting theduration
onthepreviousjob alowsustolink persona characteristicswith stability on
the new job without allowing some of these stability effectsto be captured
through their impact in the previousjob.

Theeffect of some characteristics are unaffected by the absence or presence
of temporary layoffs. Asmight be expected, personswith alonger duration on
the past job have a higher anticipated number of weeksin the new job. For
example, personslosing seasond jobs, unionized jobsor livinginregionswith
ahigher regiona unemployment ratetend to expect shorter durationsfor their
new jobs. Relativeto the province of Quebec, personsinall other provinces
expect shorter job durations. Thiseffect ismost significant from astatistical
viewpoint for the provinces other than Ontario.

Theeffect of variables such as sex and thelanguage of theinterview areonly
found for the full sample. While men tend to expect shorter new jobs, this
effect issmaller and not statistically significant once temporary layoffsare
excluded. Smilarly, the positive effect of alanguage being conducted in English
aso becomesinggnificant without temporary layoffs. Findly, effectsof education
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are only significant without temporary layoffs. The only rea pattern
observed for the education variables is that university-educated persons
anticipate shorter spells.

For variables capturing the number of weeks of Ul benefit entitlement, the
general pattern observed hereisthat longer benefitsincrease the expected
duration of thenew job. Thisisat variance with the popul ar association of
short employment spellsand long periods of Ul benefitsdueto the stereotypica
“10/42" pattern of Ul use. While results presented earlier in this study
associated claiming Ul with higher probabilitiesof new jobloss, thekey tothe
resolution of thispuzzlemay liein the observation that (self-reported) expected
job duration and actual outcomes may not always be consistent.
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Table 11
Ul Impact on Expected Job Duration
Tobit analysis of the expected number of weeks to be spent in the new job during

the next year
(Standard errors in parentheses)

Full Sample Excluding Temporary Layoffs
Age 0.404  (0.259) 0.390  (0.254) 0.228 (0.586) 0.209 (0.562)
Age Squared -0.008 (0.004) -0.008 (0.004) -0.006 (0.010) -0.006 (0.009)
Married 0.859 (1.157) 0.790  (1.130) 2.948 (2.427) 1.697 (2.321)
Minority 2.102 (1.401) 1.849  (1.370) 3.422 (2.895) 2.968 (2.771)
Disabled -0.745 (2.265) -0.544  (2.217) 1.697 (4.691) 2.669 (4.509)
Male -4.306 (1.079) -4.638 (1.055) -0.576 (2.312) -1.640 (2.215)
Interview in English 6.389 (2.214) 6.473  (2.158) 2.883 (4.854) 2.966 (4.611)
Schooling: *
Other Training 4.678 (3.193) 4942  (3.117) 4771 (6.381) 9.155 (6.130)
Elementary 5.815 (2.908) 5540 (2.838) -4.592 (6.765) -2.304 (6.447)
Some Secondary 7.460 (1.772) 7.284  (1.732) 7.219 (3.805) 9.406 (3.655)
High School Degree 6.947 (1.605) 6.538  (1.567) 4.028 (3.372) 5.356 (3.225)
Some College 4.820 (2.272) 4449  (2.218) 0.543 (4.598) 2.283 (4.394)
College Degree 6.059 (1.891) 5196  (1.846) 5.044  (3.825) 6.480 (3.665)
Some University 0.537 (2.330) 0.556  (2.275) -2.268 (4.593) 0.506 (4.410)
Province: **
Newfoundland -6.613 (4.198) -6.243  (4.098) -1.374 (10.703) 0.436 (10.240)
PEI -13.293 (6.606) -12.721  (6.450) -18.087 (17.696) -21.154 (16.781)
Nova Scotia -8.267 (3.318) -8.233  (3.240) -13.731 (7.136) -12.479 (6.814)
New Brunswick -10.464  (2.889) -10.106  (2.818) -18.176 (6.858) -17.017 (6.519)
Ontario -5.971 (2.320) -5.988  (2.261) -9.462 (4.986) -9.006 (4.735)
Manitoba -4.655 (3.932) -4.857 (3.840) -5.486 (7.602) -5.621 (7.281)
Saskatchewan -11.997  (4.012) -11.763  (3.927) -15.365 (7.525) -15.548 (7.211)
Alberta -11.919  (2.854) -11.047  (2.786) -14.300 (5.755) -13.217 (5.483)
British Columbia -6.354 (2.768) -6.199  (2.700) -7.431 (5.729) -6.834 (5.455)
NWT and Yukon 12.604 (14.132) 13.331 (13.967) -7.124 (29.202) -3.422 (28.310)
Wage Lost -4.018 (0.893) -4.322 (0.872) -3.349 (1.854) -2.666 (1.777)
Job Lost Unionized -7.831 (1.142) -7.769  (1.115) -17.441 (2.604) -15.268 (2.491)
Received Notice -0.233 (1.192) -0.192  (1.163) 0.626 (2.680) 0.928 (2.564)
Had Recall Date -2433  (1.187) -3.546  (1.165) -5.821 (3.416) -5.859 (3.257)
Job Lost Seasonal -14.460  (1.134) -13.438  (1.110) 13.387 (2.566) -12.962 (2.447)
Tenure on the Lost Job 0.370  (0.156) 0.231  (0.153) 0.746 (0.368) 0.376 (0.353)
Tenure Squared -0.010  (0.004) -0.007  (0.004) -0.019 (0.007) -0.013 (0.007)
Regional Unemployment -1.083 (0.192)  -0.990 (0.187) -1.274 (0.415) -1.034 (0.398)
Did Not Answer Second 1153  (1.457) 2715  (1.430) 3.871 (3.018) 6.220 (2.886)
Not Eligible for Ul -16.512 (2.952) -15.951  (2.886) -16.615 (6.618) -15.612 (6.381)
Ul Benefit
Entitlement: ***
10 to 19 Weeks -19.734  (3.265) -18.923  (3.190) -18.756 (7.313) -17.943 (7.033)
20 to 29 Weeks -21.357 (2.921) -20.041  (2.856) -23.047 (6.563) -19.318 (6.330)
30 to 39 Weeks -16.728 (2.857) -15.670  (2.793) -16.745 (6.471) -14.840 (6.243)
40 to 49 Weeks -8.106  (2.883) -7.797  (2.818) -7.153  (6.562) -6.329 (6.329)
Measured Job Duration 0.164 (0.016) 0.436 (0.045)
Number of Observations 3,262 3,260 1,626 1,625
Pseudo R-Squared .031 .036 .027 .040
* Missing Education: University
* Missing Province: Quebec
ok Missing Category of Eligibility: 50 weeks

Long-term Employment Outcomes



7. Quantifying the Effects of
C-17 on New Wage
Outcomes

InTable 12, changesin new wage outcomes observed between the 1993 and
1995 COEP samplesareattributed to two effects: changesin thedistribution
of Ul benefit weeksonwages. Recall from thediscussion of Section 3that we
are examining the nature of the relationship between the log of the new
wage, w, and the length of the benefit entitlement period, b, while
controlling for the effects of other relevant variables, X. This was
summarized by the following equation:

In(w) = h(b, X)

Changes in numbers of benefit weeks affect the new wage through the
number of benefit weeks (b) while any modification of behavioral
responses in the wake of C-17 manifest themselves as changes to the
function h(b, X) for agiven number of benefit weeks.

In this section, we take the individuals in the 1995 COEP and calculate
the predicted wage on the new job using four different situations. First,
we cal cul ate the number of weeks of benefits to which our sample would
be entitled using both pre-C-17 and post-C-17 rules. For each of these
values of b, the predicted wage is calculated using the estimated h(b, X)
functions obtained from both the 1993 and 1995 COEP samples. This
allows us to calculate predicted wages using all four possible of 1993
versus 1995 rules and 1993 versus 1995 behaviour. Thisis done for both
predicted hourly wages and for predicted weekly hours in the new job.

Thefirst portion of Table 12 showsthat if behavioral patterns had remained
asthey werein 1993, the shortening of benefit periods produced by C-17
would have lowered hourly wages from $13.04 to $12.90. Our results
show, however, that there was in fact a behaviour change between 1993
and 1995 that worked to off-set this wage effect. To see this, first note
that, while the combination of 1995 rules and 1993 behaviour produces
the lowest average hourly wage ($12.90) of the four rules/behaviour
combinations, combining 1995 rulesand 1995 behaviour yieldsthe highest
of thefour averagewages ($14.01). Thisimpliesthat changesin behaviour
(as captured by Ul wage effect coefficientsin the h(b, X) function) were
more than sufficient to offset rule change effects.
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These positive effects for hourly wages do not trandate into positive
implications for weekly incomes, however, because of behavioural
changesin therelationship between the length of Ul benefitsand the number
of hours worked per week. The effect of the C-17 rule changes on hours
worked per week seem to be small with either type of behaviour: hours
rise from 32.4 to 32.5 with 1993 behaviour and fall from 28.9 to 28.5
hourswith 1995 behaviour. Theimpact of changesin behaviour, however,
ismuch larger. Thismeansthat hoursworked in the new job drop between
the 1993 and 1995 COEP samples not because of afall in the number of
benefit weeks but because of a change in the way that benefit weeks and
hours worked are linked.

Once hourly wage and weekly hours effects are combined, weekly earnings
are lower after C-17. The analysis above shows that this is attributable
more to behaviour changes for hours worked than to changes in hourly
wages. One possible interpretation of thisfinding isachangein the nature
of “job sharing” strategies used by workers and firmsto derive subsidies
from the Ul system. Modifications to eligibility and entitlement rulesin
C-17 made it more difficult to share jobs by giving a full-time job to a
sequence of different individual s each of whom might work only ten weeks
(the so-called “10-42" cycling behaviour). The changesin C-17 may have
prompted the replacement of this old scheme by a new one in which
workers each work longer numbers of weeks to qualify for a sufficiently
long periods of benefits but workers*share” hours by working for fewer
hours per week. Such a change in response to C-17 policy changes is
suggested by the analysis of Van Audenrode (1994). To examine whether
this is in fact the case, it will be helpful to determine how the new
Employment Insurance (EI) hours-based system has modified this
behaviour since under El the incentive to share jobs by sharing weekly
hours s reduced.

Finally, it isalso possible to ook at the effect of Ul on expected numbers
of weeks worked since annual income is the product or weekly income
and weeks worked. Table 13 compares the effect of Ul benefit weeks on
expected job duration for the 1993 and 1995 COEP samples. In both
samples, personswith 50 weeks of benefitshavethelongest expected durations.
Giventhat coefficientson benefit entitlement weeks became more negativein
the 1995 COEP as well asthe fact that benefit entitlements of individuals
tended to be concentrated at around 50 weeks in 1993 and 30 weeks in
1995, therewaslikely afurther fal in expected annua incomein 1995 relative
to 1993 caused by a drop in the expected number of weeks worked. Of
coursg, itisnot clear whether these changesin sdlf-reported expected weeks
were actually observed.
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Table 12

Impact of Rule and Behavioral Changes on Weekly Income

This table uses the results of the impact of Ul benefits on wages and hours worked in the 93
and 95 COEP to estimate the total impact of changes in Ul rules and individual behaviour for
the individuals in the 95 COEP sample

Mean Hourly Wage 1993 Rules 1995 Rules
1993 Behaviour $13.04 $12.90
1995 Behaviour $13.87 $14.01

Mean Weekly Hours

1993 Behaviour 32.430 32.498
1995 Behaviour 28.887 28.458

Impact on Weekly Income
(Percentage Difference From 1995 Rules and 1995 Behaviour Case)

1993 Behaviour +6.05% +5.2%
1995 Behaviour +0.05% 0 (by definition)

Explanations:

Coefficients on benefit entittement weeks estimated using the 93 COEP are used to calculate
mean wages and hours under the assumption that 1993 behavioural responses to weeks of Ul
benefit entitlements were made in environments with either the 1993 or 1995 Ul rules. This is
repeated using the coefficients on benefit entittement weeks estimated using the 95 COEP
panel to determine the corres-ponding values with 1995 behavioural responses. The diagonal
entries of the tables are thus for real situations while the off-diagonal entries are for hypothetical
situations.

Table 13

Evolution of the Impact of Ul on Expected Job Duration

This table shows the coefficient associated with numbers of weeks of benefit entitlement from a
Tobit Analysis of the (self-reported) expected number of weeks to be spent in the new job
during the next year.

COEP 93 COEP 95
Not Eligible for Ul Benefits 0.746 (4.312) -16.615 (6.618)
Ul Benefit Entitlement:
0 to 30 weeks -6.170 (3.331)
0 to 19 weeks -18.756 (7.313)

20 to 29 weeks
30 to 39 weeks
40 to 49 weeks
50 weeks

-9.746 (3.130)
-5.584 (2.591)
0

-23.047 (6.563)

-16.745 (6.471)

-7.153 (6.562)
0

Standard errors in parentheses
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8. Conclusions

Thegoal of thispaper wasto see whether there werelong-term employment
effectscaused by thereformsof Bill C-17. Itisgpparent that C-17 did introduce
major changesin the relationship between unemployment insurance benefits
and lasting characteristics of new jobs. In many ways, these changes seemto
belinked to thefundamenta modification of thedistribution of weeksof benefits
that wasinduced by C-17. Thevery nature of Ul wage effectshaschangedin
amanner grikingly smilar to the changein the digtribution of weeksof benefits.

There does seem to be evidence that C-17 both lowered the number of
seasonal jobs and the percentage of workers finding full-time jobs. The
first result wasadesired objective of C-17 but the second was not intended
to be an outcome. It is possible that this hours-worked effect reflects the
fact that old “job-sharing” schemes in which different individuas took
full-time jobs for weeks at a time have been replaced by schemes in
which part-time workers share jobs for the same period.

Overdl, thetightening of benefit rulesdoestrand aeinto alossof wagesholding
behaviour constant. In particular, therewas no evidence that personswhose
entitlement was reduced the most under C-17 had wage outcomes worse
than those of the genera population. Behaviour was not constant, however,
and appearsto have morethan compensated for changesin benefit weeks. A
puzzling aspect of thischangein behaviour isan apparent greater propensity
to accept new jobs with relatively few weekly hours. There is thus some
suggestion that workersfaced atrade off between hourly wages and weekly
hours when searching for a new job. Of course, it is far from clear that
reductionsin hoursworked actualy represent involuntary cutsin work time.
Theposshility that somejob sharing wasundertaken using hoursisaninteresting
topic deserving further study. Anided opportunity to examinethis possibility
will be provided by future monitoring of responses to changesin the new
Employment Insurance program such asthe switch from weeksto hoursas
thebassfor benefit digibility caculations.
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It is apparent that
C-17 did introduce
major changes in
the relationship
between
unemployment
insurance benefits
and lasting
characteristics of
new jobs. In many
ways, these changes
seem to be linked to
the fundamental
modification of the
distribution of
weeks of benefits
that was induced by
C-17.
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