Looking, and looking,

for work

Viincent Dubé and Claude Dionne

is usually satisfying and rewarding. It also expands

one’s sphere of activity and in some cases is
accompanied by social status. Long-term unemploy-
ment can be particularly hard because of its increased
risk of financial or psychological consequences. From
a public policy standpoint, then, having a clearer pic-
ture of the factors associated with long periods of
unemployment is vital.

I n addition to providing an income, having a job

It is well-known that the time spent in unemployment
during a year is not evenly distributed across the
labour force. A large portion is concentrated within
groups of people who look for work over long periods.
A recent article shows that the groups most likely to
be affected by prolonged unemployment were men,
older workers, the less educated, and residents of
Quebec and British Columbia (Dubé 2004).

Using a duration model based on a longitudinal sample
from the Survey of Labour and Income Dynamics
(SLID), this article investigates the factors influencing
the chances' of finding a job for people who were
unemployed for more than six consecutive months? in
the late 1990s and eartly 2000s (see Data source).

A long-term unemployed person’s chances of getting
a job were notably influenced by several factors
(Table).” Results for the short-term jobless (six months
or less) and all unemployed (all durations combined)
are included for comparison.’

Persons with less chance of finding a job

Older workers

Age had a significant effect on a long-term jobless
person’s chances of finding work. The youngest
unemployed workers (aged 16 to 25) were 35% more
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likely to find a job than those aged 26 to 45 (reference
group). Conversely, the oldest unemployed (56 and
over) were 39% less likely to find a job. These results
echo the findings of a number of other Canadian stud-
ies showing that older workers have difficulty finding
employment (Corak 1990; Crémieux et al. 1995;
Wong, Henson and Roy 1999). Among the reasons
often cited are possible discrimination and a prefer-
ence by employers to train younger workers as an in-
vestment in the future.

Social assistance beneficiaries

Long-term unemployed workers receiving social
assistance benefits were 47% less likely to find work.
While it may be tempting to attribute this to the pro-
gram’s existence, the relationship is by no means cer-
tain. In fact, the assurance of having a small income
may make the unemployed more effective in their job
search. Among other things, it allows them to dress
appropriately, travel to job interviews, or move to
where jobs ate available. The divergence is better
attributed to differences in personal characteristics
between those who received social assistance and those
who did not. Social assistance recipients may also have
weaker ties to the labour market—that is, less opti-
mism about their chances of finding a job, or fewer
connections in the workplace.

Moreover, since program eligibility is associated with
a person’s financial situation, the longer the time
between becoming unemployed and applying for
social assistance, the longer the transition to employ-
ment is likely to be. Also, to avoid being penalized by
the social assistance program, the jobless may be less
likely to look for temporary or part-time employment,
or to officially report it.

Immigrants

Immigrants were 21% less likely to find employment.
This is consistent with the perception that they experi-
ence greater difficulty in their job search. According to
the Longitudinal Survey of Immigrants to Canada
(2003), the main obstacles reported were lack of
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Datasource

The Survey of Labour and Income Dynamics provides
longitudinal data on labour force activity for each month
in a given year. Each January, information for the previ-
ous year is collected from some 70,000 people (35,000 per
panel). Respondents remain in the survey for six years.

Estimates were weighted to make them representative of
the Canadian population (excluding people living in the
territories, on Indian reserves, on military bases or in
institutions). Two samples were used. One was made up
of respondents from January 1996 to December 1998, the
other of respondents from January 1999 to December
2001.

The sample of long-term unemployed workers was formed
using the first long-term unemployment spell. Analysis is
based on unemployed workers and not the periods of
unemployment. Hence, if a person had more than one
unemployment spell during the observation period, only the
first was used. Because it was impossible to obtain a
precise measurement of the length of an unemployment
spell already in progress when a person joined the sam-
ple (that is, before January 1996 for the first group and
before January 1999 for the second group), such spells
were excluded (left-censored). Students were removed
from the sample because of their weaker attachment to
the labour force.

Final sample

The table below provides an overview of the final sample
used in the model. A total of 2,538 individuals (unweighted
figure) experienced an unemployment spell of seven
months or more during the three-year observation period.
Of that number, 1,536 were from the first panel and 1,002
from the second panel.

Model used

A proportional hazard model (Cox partial likelihood method)
was used to identify factors that might affect the distribution
of unemployment spell durations. The model is based on
a job search approach using a risk function, that is, the
conditional chances that a person will find a job.®

The main advantage of this kind of model is that it takes
into consideration the effect that the duration of the
unemployment period has on the chances of exiting
unemployment and takes right-censored values (that is,
unemployment periods that continue beyond the end of the
observation period) into account. Within the framework of
this specification, the proportional effect that each variable
has on the chances is estimated. Information in the table
on the next page can be interpreted as the percentage
change in the chances of finding a job for a unit variation
in a given independent variable (explanatory variables).*

All unemployed

Long-term unemployed

Average Average

Sample* Population** duration’ Sample* Population** duration”

000 % months 000 % months

Total 7,544 3,051 100.0 5.6 2,538 1,016 100.0 11.5
1996 to 1998 4,317 1,701 55.7 5.8 1,536 600 59.0 11.7
1999 to 2001 3,227 1,350 44.3 5.2 1,002 416 40.9 11.2

* Unweighted figures.
** Figures weighted to represent the Canadian population.

T Average duration of unemployment for those who found a job during the observation period.

experience in the Canadian labour market, difficulty in

having foreign qualifications recognized, and lack of

knowledge of either official language.

However, being an immigrant was not a factor for the
short-term jobless. This may indicate a division among
immigrants based on length of time in Canada. New
immigrants may be among the long-term unemployed,
with short-term unemployment more common
among immigrants who have been living here for some
time. The latter may have acquired labour market char-
actetistics closer to those of the workfotce as a whole.”

Persons with more chance of finding work

Employment Insurance recipients
The long-term jobless receiving Employment Insur-
ance (EI) benefits had a 21% better chance of finding
work than those not receiving benefits. The opposite
was true for the short-term jobless and the entire un-
employed group (which is heavily influenced by short-
term unemployment).
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Table: Factors associated with the chances of finding a job

Short-term Long-term All
unemployed unemployed unemployed
Age %
16 to 25 27 35 30
26 to 45 (reference group) 0 0 0
46 to 55 -16 n.s. -15
56 and over -48 -39 -46
Disability -30 n.s. -25
El benefits -18 21 -12
Social assistance benefits -40 -47 -45
Principal household earner 14 16 15
Urban area* n.s. n.s. n.s.
Immigrant n.s. =217 -15
Visible minority or Aboriginal -15 n.s. -15
Woman -13 n.s. -9
Experience** 24 n.s. 22
Education
Less than high school n.s. n.s. n.s.
High school diploma (reference group) 0 0 0
Postsecondary, non-university 13 n.s. n.s.
University degree 27 n.s. 20
Presence of children n.s. n.s. n.s
Couple n.s. n.s. n.s.
Region
Atlantic n.s. n.s. n.s.
Quebec n.s. n.s. -11
Ontario (reference group) 0 0 0
Prairies 13 35 20
British Columbia n.s. n.s. n.s.
Panel 2 (1999 to 2001)* n.s. n.s. n.s.

Source: Survey of Labour and Income Dynamics, 1996 to 2001

* 50,000 or more.

** Two or more years labour market experience.

T Panel 1 is the reference group.

T This result is statistically significant at the 90% level, while other results are significant
at the 95% level; n.s. = not significant.

The model does not refer to six consecutive years, but instead to two longitudinal panels of
three years each that have been combined: Panel 1: 1996 to 1998; panel 2: 1999 to 2001.

As results indicate, the overall effect of EI on unemployment duration is
difficult to interpret, largely because different factors may be acting in
cofcert of at cross-purposes.

In particular, many of the short-
term jobless are unemployed for a
very short period (less than two
months), making it not worthwhile
to apply for EI. This may partly
explain why people not receiving
benefits had a greater chance of
finding a job. Similarly, unem-
ployed workers may tend to be
from sectors with high turnover
and more temporary jobs, so ac-
cumulating the hours required for
EI eligibility may be more difficult.

The effect of EI on the chance of
finding a job varies according to
how long a person has been receiv-
ing benefits. For example, those
who have been unemployed for
only a few months and have just
started receiving benefits may be
less inclined to look for work than
those whose benefits ate running
out.

In addition, because a person must
accumulate a minimum number of
work hours to be eligible for EI,
recipients may have stronger ties to
the labour market, making the job
search easier. One reason this phe-
nomenon is seen only with long-
term unemployment could be that
this group largely excludes seasonal
unemployment and temporary
jobs, which given their importance
could bias the program’s effects.

Primary breadwinners

Being the primary earner in a house-
hold increased a long-term unem-
ployed person’s chances of finding
a job by neatly 16%. People in this
situation likely have more financial
responsibilities and so are under
more pressure to get a job.

Prairieresidents

The long-term jobless in the Prairie
region were 35% more likely to
find employment than those living
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in Ontario (reference group). This is consistent with
various labour market indicators for the period. For
example, the Prairie region had the lowest unemploy-
ment rates and the lowest frequency of long-term
unemployment in 2001 (figutes not shown).®

Factors among short-term unemployed

Almost all factors observed for the long-term unem-
ployed were also observed for short-term
unemployed. However additional factors influenced
the latter’s chances of finding a job.

The leading one was education level. People with a
postsecondary, non-university education were 13%
more likely to find a job than those with only a high
school education (reference group); the percentage was
27% for those with a university education. This agrees
with the idea that increasing human capital should
boost the chances of finding work since, among other
things, employers will assume a greater potential for
productivity. One reason this factor is absent among
the long-term unemployed is that those with higher
education are more often concentrated in specific sub-
ject areas, making them less in demand in the labour
market. It is also possible that they have higher expec-
tations, which could reduce the chance of finding a
job quickly.

Experience was another positive factor. People with
at least two years’ experience in the labour market had
about a 24% better chance of finding employment. A
work record may help lessen an employer’s feeling of
risk in hiring.

The presence of a disability also had an effect, in this
case negative. Those with a disability were 30% less
likely to find a job than those with no disabilities. This
factor may tend to teduce available job offers (be-
cause of work limitations or hiring disctimination) and
to make looking for work more difficult in the short
term.

Finally, as employment equity programs show,
women, visible minorities and Aboriginals had less
chance of finding work than others in the short-term
unemployed population. For example, unemployed
women were 13% less likely to get a job, while Abo-
riginal persons and members of visible minorities were
15% less likely.”

Conclusion

Several factors influenced the chances of long-term
unemployed workers finding a job in the late 1990s
and early 2000s. Those who wete older ot receiving
social assistance had less chance of finding work. Con-
versely, chances were better for younger people, pri-
mary household maintainers, those receiving EI
benefits, and those living in the Prairie region.

H Notes

1 The appropriate technical term in the case of a propor-
tional risk approach is the ‘risk’ of finding a job. However,
to avoid any negative connotation, ‘chance’ is used in the
article.

2 No real consensus exists in the literature on a definition
of long-term unemployment. It is defined here as a period
of more than six consecutive months to avoid potential
distortions associated with frictional and seasonal unem-
ployment. It also keeps the sample to a reasonable size—one
preferable for econometric modelling. Moreover, this group
of unemployed is of particular interest since their job search
is likely a ‘dominant’ activity. For example, it would be rather
odd for a person to spend more than six months looking for
a job and then keep it for only two or three weeks.

3 This model can be expressed in the following form:
}ll(t) — ﬂo(t)e(ﬂlxll+...+ﬂkxﬂ()

This function represents the chances an unemployed
person 7 has of finding a job within time # The hazard
function is composed of two terms multiplied togethet: the
reference risk, that is, the chances common to all individuals,
and a linear function of £ explanatory variables x, associated
with the estimated £ coefficients as an exponential. In other
words, the model establishes that the individual chances are
the product of a common component and a component for
each individual.

The Cox model is referred to as a proportional risk
model because the ratios of the risk functions of two
persons, 7 and /, are used:
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So the two 4,,(#) components cancel out, which eliminates
the need to specify the shape of the risk curve. For more
information on duration analysis, see Devine and Kiefer (1991).
For more details on the Cox model, see Allison (1995).

4 More precisely, this chance is derived through the follow-
ing equation:

Chance=(e*-1)o 100

5 The small number of significant factors in the long-term
unemployed population may reflect the complexity and
ambiguity of their interrelation in the labour market. For
example, since the duration model measures the overall
chances of finding a job, some factors may have specific
divergent effects. If that s the case, the effects will cancel out,
and no difference will be observed overall.

6 The sample for long-term unemployment is not the
same as for short-term or total unemployment. The long-
term sample is made up of a person’s first long-term
unemployment spell, whereas the sample for short-term and
total unemployment uses the first unemployment spell,
regardless of its length (see Data sonrce).

7 Palameta (2004) showed that new immigrants wete two
to three times more likely than non-immigrants to have low
incomes, whereas most medium-term and long-term immi-
grants were no more likely than non-immigrants to have
low incomes. This suggests that after a period of adjustment,
immigrants integrate reasonably well into the Canadian
economy.

8 The frequency of long-term unemployment is the ratio
of long-term unemployed workers to all unemployed
workers.

9 Because of the small sample, the two groups wete
combined.
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