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Two Views of Jobs and Separations

� Coasean view of jobs and separations:

� E�cient bargaining, exploiting all gains from trade

) Joint job surplus allocative (�rm + worker surplus)

Joint Job Surplus = Inside Values� Outside Values

) Separations e�cient: joint surplus < 0

� Frictional (“non-Coasean”) views of jobs and separations

� Unilateral worker and �rm surpluses are allocative

� Separations can be ine�cient

Ex: Firm surplus < 0 while worker surplus � 0, so joint surplus > 0

� Our paper: empirical test to adjudicate b/w Coasean and frictional views at the separations margin



Testing Between Coasean and Alternative Views

� We study a separations effects of large UIB extension (job surplus #)

� Quasi-experiment: UI benefit extension in Austria (REBP)

� Large increase in maximum bene�t duration: 1! 4 years, starting in 1988

� Treatment and control regions

� Sharp age eligibility cuto� (50+)

� Abolished in 1993

� Prediction of Coasean view: Post-abolition, surviving matches more resilient in response to any
surplus shocks

� Prediction of other view: Post-abolition resilience to worker surplus shifts, but not firm surplus shifts



Coasean View: Separation and Resilience Effects
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Jobs: Matches with positive surplus



Coasean View: Separation and Resilience Effects
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Benefit increase reduces surplus



Coasean View: Separation and Resilience Effects
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Surplus of surviving matches during reform



Coasean View: Separation and Resilience Effects
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Abolishing the reform



Coasean View: Separation and Resilience E�ects

Abolishing the reform missing mass of marginal matches (with low joint surplus)



Coasean View: Separation and Resilience E�ects

Post-abolition resilience to shocks



Preview of Results

I. Does UI-induced boost of nonemployment option lead to separations of marginal matches?

� 11ppt increase in separations among initially employed (39ppt base)

II. Which matches were dissolved by the policy? (Complier analysis in paper, today just summary)

� Evidence consistent with low-surplus jobs at the margin (but not de�nitely informative)

� Pre-separation attributes: blue-collar jobs in shrinking industries and �rms, with freq't sickness

� Survey: signi�cant share of worker-sided quits

III. Core test of Coasean vs. alternative view

� Exploit abolition of reform in 1993
� Prediction of Coasean view: surviving matches are more resilient

� Provided some degree of persistence in idiosyncratic surplus

� Yet, in the data: same resilience among survivors in treatment and control

) Ine�cient separations | or e�cient, but full \reshu�ing" of surplus distribution even after 1 year

One non-Coasean story: wage rigidity+ high initial worker surplus, post-abol'n sep's from �rm surplus
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Context: Austria & REBP

� No experience rating

� Voluntary quitters eligible for UI (and extension)

� Four week wait period

� Replacement rate: 41-48% of gross income; UIBs untaxed

� Level bounded at minimum and maximum amount



1988 Policy Change: Regional Extended Bene�t Program (REBP)

� UI bene�t extension from max 52 weeks to max 209 weeks

� Active June 1988 to July 1993

� Targeted 28 (out of 100) labor market districts

� Eligibility criteria (at unemployment entry):

� Residence in REBP district� 6 months

� Older than age 50

� More than 15 years of work experience in last 25 years

� Context and policy objectives:

� Original goal: mitigate job loss from steel sector restructuring

� Reform a�ected all { incl. non-steel { workers in REBP regions

� We exclude steel workers from analysis



The Regional Bene�t Extension Program (REBP)



REBP Extended Bene�t Duration for Age 50+



Second Control Group: Workers Age< 50



Data and Sample

� Population of matched employer-employee data from Austria

� Universe of Austrian Social Security Register (ASSD)

� Primary sample: male workers aged 45 to 55, 1987 to 1998
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Control: Fraction Separated from 1988 Job by 1993

Sample: Individuals with job in 1988.



REBP vs. Control: Fraction Separated from '88 Job by '93

Sample: Individuals with job in 1988.



Treatment E�ect: Di�erences

Sample: Individuals with job in 1988.



Quarters Employed 50{55: Di�erences

Sample: Individuals with job at 49.



Continuous Employment# ' Overall Employment#

Sample: Individuals with job at 49.
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Complier Analysis: Attributes of Incremental REBP Separators

Di�erences Between Compliers and Always-Separators, and Compliers and Never-Separators
Partition
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Conceptual Framework
Job is feasible if worker surplusSW and �rm surplusSF :

SW (V W ; w) = V W
In + w � V W

Out � 0 SF (V F ; w) = V F
In � w � V F

Out � 0

V W = ( V W
In ; V W

Out ): worker inside job value (e.g. amenities), outside value (e.g. value of unemployment)

V F = ( V F
In ; V F

Out ): �rm inside job value (e.g. productivity), outside value (e.g. vacancy)

Coasean bargaining Illustration

Parties agree onw 2 [wW ; wF ], which implements bilaterally e�cient allocation

) Joint surplus is the allocative surplus concept

S(V ) =

SW (V W ;w )+ SF (V W ;w )
z }| {
V W

In + V F
In � V W

Out � V F
Out

Coasean separation probability for a job V :

d(V ) =
Z

V 0
1f S(V 0) < 0gk(V 0jV )dV 0

k(:j:): Markov process guiding evolution ofV



REBP-Induced Separations

REBP shock hits treatment group (Z = 1 ), but not control group (Z = 0 )

"W
b = V W

Out (b0 + � b) � V W
Out (b0) > 0

Surplus level gross of aggregate shock"0:

eS(V 0) = S(V 0; "0) � "0

Separation share:

� Z =
Z

V

Z

V 0
1f eS(V 0) < Z � "W

b gk(V 0jV )dV 0

| {z }
ed (V ;Z � " W

b )

f Z
pre(V )dV

f Z
pre: distribution of job values pre-REBP | Assumef 1

pre = f 0
pre

Treatment e�ect:

� 1 � � 0 =
Z

V

Z

V 0
1f 0 � eS(V 0) < " W

b g
| {z }

Marginal jobs, M

k(V 0jV )dV 0f 0
pre(V )dV





Surplus distribution at the end of REBP



Surplus distribution RIGHT ATFER ABOLITION OF REBP



Post-REBP Separations

Separation share:

� Z =
Z

V 0

Z

V 00
1f eS(V 00) < " 00gk(V 00jV 0)dV 00

| {z }
ed (V 0;" 00)

f Z (V 0)dV 0

Now f 1(V 0) 6= f 0(V 0) due to REBP!

Di�erence in separation rates driven by composition di�erences from extraction of marginal jobs:

� 1 � � 0 =
Z

V 0

ed(V 0; "00)
�
f 1(V 0) � f 0(V 0)

�
dV 0



Post-REBP Resilience: General Case

� To assess data, we construct benchmark model forpredicted separations:

� 1 =
Z

V 0

ed(V 0; "00)f 1(V 0)dV 0

=
Z

V 02 M

ed(V 0; "00)f 1(V 0)dV 0+
Z

V 0=2 M

ed(V 0; "00)f 1(V 0)dV 0

= 0 +
Z

V 0=2 M

ed(V 0; "00)f 0(V 0)dV 0 �
�

1 � � 0

1 � � 1

�

=
1 � � 0

1 � � 1

� Z

V 0=2 M

ed(V 0; "00)f 0(V 0)dV 0 �
Z

V 02 M

ed(V 0; "00)f 0(V 0)dV 0
�

=
1 � � 0

1 � � 1

�
� 0�

Z

V 02 M

ed(V 0; "00)f 0(V 0)dV 0
�



Post-REBP Resilience: Case of No Idiosyncratic Shocks

� 1("00) =

(
0 if "00� "W

b
1� � 0

1� � 1

h
� 0("00) � � 1 � � 0

1� � 0

i
if "00> " W

b

� 1 = max
�

0;
1 � � 0

1 � � 1

�
� 0 �

� 1 � � 0

1 � � 0

��



Post-REBP Resilience: Case of No Idiosyncratic Shocks



Predicted Post-REBP Comovement of Separation Rates | By Cohort




