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Abstract: Quarterly data on the duration of unemployment for males and females are used to derive 
measures of the probability of remaining on the l ive Register for another quarter for persons who have 
been on the register for very short, short, medium, and long durations. A logit transformation is applied 
to the survival probabilities and a general model of unemployment is tested to see if it can account for 
variations in the probability of remaining unemployed for these four duration categories during the 
period 1967-78. Regression results suggest that the survival probabilities are responsive to changes in 
the maximum period for which unemployment benefits are payable and to changes in labour market 
conditions. The results are used to derive the survival probabilities which would have obtained if there 
had been no change in the unemployment insurance (UI) variables. These hypothetical values are used 
in conjunction with the actual values within a demographic projection framework to estimate the 
effects which changes in the UI variables may have on the steady state level of the Live Register. 

I I N T R O D U C T I O N 

The sharp increase in Ir ish long-term unemployment during the 1970s, 
whether measured in terms o f the propor t ion on the Live Register ( L R ) 

who have been continuously registered for 27 weeks or longer, or the pro
por t ion o f urban male registrants who have been out o f work for at least a 
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year, has been documented by O'Mahony (1983B) in this issue. While to 
some extent this rise in long-term unemployment during the 1970s could be 
regarded as a cont inuat ion o f a trend noted by Walsh (1974) in the data for 
the 1960s, Short (1980) has shown that there was a break in the trend some
t ime during the 1970s, w i t h the rate o f growth o f long-term unemployment 
accelerating in the more recent period. I n view o f the significant changes in 
unemployment insurance (UI ) during the 1970s, i n particular the in t roduct ion 
o f the pay-related supplement in 1974, i t is natural to ask whether any o f 
the altered behaviour of the duration o f unemployment can be attr ibuted to 
this source. More generally, there is an obvious need to t ry to establish the 
relative importance of different factors in accounting for the present level 
and dis t r ibut ion by duration o f unemployment. This study attempts to shed 
light on these issues through an econometric investigation of L R survival 
probabilities. 

I I L A B O U R FORCE T R A N S I T I O N PROBABILITIES 

Ideally, longitudinal data on the populat ion would permit a study o f the 
behaviour of the fo l lowing flows over t ime: 

^ Status in t + 1 

E U N 

E EE EU EN 
Status in t U UE U U U N 

N N E N U N N 

where E, U , N represent the numbers employed, unemployed and not in the 
labour force respectively, and, for example, UE is the number moving from 
unemployment to employment over the period. Each f low can be converted 
to a survival probabi l i ty by dividing by the relevant ini t ia l stock. 

Much o f the published research on the duration o f unemployment concen
trates on the length of spells of unemployment measured in micro-data 
drawn from household surveys (see, for example, Nickel l , 1979). I n the 
present study our data relate to a measure o f the "survival" probabi l i ty , U U , 
obtained f rom returns o f registered unemployment classified by duration o f 
unemployment . The labour market and other variables that influence this 
probabi l i ty are explored in our statistical analysis, which follows closely the 
approach used by Bjork lund and Holmlund (1981) on US and Swedish data. 
I n addi t ion to exploring the role o f various factors in the t ime series behaviour 
of the survival probabilities, we also use our results to simulate steady state 
levels o f unemployment under different assumptions concerning policy-
relevant variables. 



Our data source for measuring the probabi l i ty o f remaining on the Live 
Register is the tabulat ion o f the numbers unemployed by durat ion o f regis
t ra t ion published quarterly f rom 1966:4 to 1979:4. ( I n 1980 this series was 
replaced by a semi-annual tabulation o f durat ion by age.) Because the length 
o f t ime between some o f the early surveys varied, we confined our at tent ion 
to the period 1967:3 to 1978:4 but even w i t h i n this period there are two 
quarters for which the surveys were not conducted, and there are, therefore, 
four dates for which observations are missing. We excluded farmers, those 
aged over 65, and those signing on for credits f rom our data. 

Our dependent variable is 
d d + l , d 

Pt s t + l ' b t 

where p^ = the probabi l i ty o f surviving on the L R over a three-month period 
among those who had been registered for durat ion d at period t , s .̂ 

The available data allow the precise calculation o f this probabi l i ty for only 
one category o f the unemployed, namely, those who were on the L R for 
0-13 weeks in a quarter and w h o , i f they remained on the L R u n t i l the next 
quarter, wou ld show up as those in the 13-27 weeks 'dura t ion category. We 
refer to this as the short-run unemployment survival probabi l i ty , 

n s _ .13-27 / „0-13 
f t ' ' t+l ' 

A second measure can be calculated by assuming that the numbers regis
tered for under one week at the time of the quarterly survey are a good 
estimate of the weekly in f low over the quarter. On this assumption a "very 
short-run" survival probabi l i ty p t

v s , can be constructed as 

p?=s?-™IV2(sfl + s < \ ) 1 3 

A th i rd measure may be constructed by relating those who are registered 
13 weeks or more i n one quarter to those who are registered 27 weeks or 
more, which we refer to as the long-term unemployment survival probabi l i ty 

r t ' 't+l ' ''t 

This measure is, however, unsatisfactory in that i t refers to a very hetero
geneous group o f persons, some o f w h o m have been registered as unemployed 
for as short as three months or as long as a year or more. Several writers 
(e.g., Salant (1977)) emphasise that survival probabilities are l ikely to vary 
significantly according to durat ion of unemployment and this consideration 
greatly reduces the appropriateness of a measure such as pj- in the study o f 
unemployment . 

The only alternative way o f measuring survival probabilities at the medium 
durations w i t h the durat ion categories used in the surveys is to assume that 



the dis t r ibut ion w i t h i n the interval 27-53 weeks is stable over t ime, and thus 
to take some fraction o f this number as an estimate of the numbers i n the 
27-40 weeks duration. Arb i t ra r i ly setting this fraction at one half, we have 
used this four th ratio as a measure of the medium-term unemployment 
survival probabi l i ty : 

P? = ' / 2 s t * + Y 3 / s t

1 3 - 2 7 

I t is clear f rom the manner in which they have been constructed that only 
p^ s and p* are comparable three-month survival probabilities. The variables 
p m and p^ should not be compared either w i t h each other or w i t h p^ s or p*; 
only the period-to-period variation in each o f these series is of interest. 

We have calculated these four probabilities for males and females, and 
separately for those on unemployment assistance ( U A ) , unemployment 
benefits (UB) and the tota l ( U T ) . (We separate U T and UB because there is 
some uncertainty as to whether "dura t ion of continuous registration" is 
always interpreted to refer to registration on the L R or registration for a 
specific type o f payment; see Short (1980).) The category U A is of l i t t l e 
labour market interest as far as women are concerned because o f the very 
small number who obtained U A during our data period and i t has not been 
included in our analysis. The survival probabilities are shown in Table 1. 
I n general, the data show that females are slightly less l ikely than males to 
remain on the L R in receipt of UB over a three-month period. This agrees 
w i t h Fowler's (1968) findings for Br i ta in . I t does not , of course, fo l low 
that women are more l ikely to be re-employed after a spell of unemploy
ment, as sizeable numbers may wi thdraw from the labour force on leaving 
the L R . 

The series in Table 1 have been adjusted for seasonality using the US 
Bureau of the Census X - l l program. 1 The seasonally adjusted series for 
male-UB claimants is shown in Figure 1. A l l the series, except p* for U A 
males, exhibi t stable seasonality at the 1 per cent level (Table 2). Seasonality 
is most pronounced among short-term UB receipients. The general pattern 
of seasonality is for p d to rise i n the first, and to fall in the second, quarter 
while values close to the annual average are recorded in the t h i r d and four th 
quarters. I n view o f the manner in which these probabilities are measured, 
this implies that the months December, January and February are the worst , 
and March, A p r i l and May, the best, for getting o f f the L R . 

, The survival probabilities for p v s and p 8 are not directly comparable because 
people who come on to the Live Register during the quarter in which each 
survey is taken do not have the same amount o f t ime to leave the register as 

1. Since this program requires unbroken series to operate, we interpolated missing observations by 
using the average value for the relevant quarter in preceding years. 



Males Females 

Week ending Very short Short Medium Long V e r y Short Medium Long 
short 

UB UA UT UB UA UT UB UA UT UB UA UT UB UB UB UB 

25 August 1967 .4344 .7434 .5122 .2300 .3714 .2783 .0545 .5039 .2249 .107 .667 .445 .5468 .3199 .0386 .068 
24 November 1967 .5653 .6909 .5997 .3078 .3906 .3410 .1405 .6044 .3519 .277 .790 .640 .6009 .2889 .0486 .096 

23 February 1968 .7035 .7460 .7151 .4254 .4404 .4301 .2760 .5428 .3900 .521 .727 .660 - .6364 .4201 .1329 1281 
31 May 1968 .4973 .5747 .5164 .2672* .3474* .2899* .2895 .4873 .3534 .483 .714 .607 .4784 .2946* .1347 .253 
30 August 1968 .5275 .6384 .5534 .2954 .4003 .3242 .3073 .4706 .3626 .416 .693 .560 .5603 .3038 .1563 .260 
29 November 1968 .5906 .6710 .6099 .3382 .4529 .3692 .4911 .6785 .5547 .571 .802 .700 .6717 .2939 .2383 .336 

28 February 1969 .6660 .7360 .6808 .4411 .4904 .4541 .5224 .6216 .5552 .622 .844 .740 .6102 .4266 .3282 .481 
30 May 1969 .4464 .7892 .5212 .2567 .4550 .3021 .2952 .4551 .3408 .421 .696 .550 .4037 .2779 .1673 .283 
29 August 1969 .6432 .7029 .6617 .3349 .4002 .3565 .3513 .4935 .4003 .447 .751 .598 .8185 .4474 .1705 .265 
28 November 1969 .7468 .7139 .7374 .3933 .4375 .4079 .5205 .6777 .5788 .591 .848 .731 .8436 .3581 .2046 .304 

27 February 1970 .7098 .7757 .7250 .4666 .5274 .4835 .5551 .7572 .6267 .660 .884 .782 .7049 .4612 .2911 .463 
May 1970 - — — - - — - - - - - - - - - -28 August 1970 - - - - - - - - - - - - - - - -27 November 1970 .6036 .7034 .6295 .3696 .4843 .4045 .4413 .6933 .5273 .526 .826 .686 .5812 .3562 .2788 .400 

February 1971 — — — — — — — — — — - - - - -28 May 1971 - - — - - - - - - - - - - - -27 August 1971 .6448 .6594 .6484 .3414 .4717 .3798 .4379 .6003 .4875 .484 .829 .656 .6050 .3931 .1908 .295 
26 November 1971 .6850 .7138 .6933 .3901 .5720 .4356 .5783 .6568 .6070 .662 .863 .772 .6891 .3746 .2431 .357 

25 February 1972 .6663 .6295 .6555 .4632 .5475 .4882 .5884 .7616 .6453 .661 .894 .783 .6592 .4497 .2841 .445 
26 May 1972 .5876 .7385 .6272 .3335 .4690 .3717 .3984 .5805 .4591 .505 .845 .674 .5947 .3733 .2093 .336 
25 August 1972 .6612 .7219 .6782 .3718 .4450 .3944 .4698 .6297 .5266 .511 .812 .673 .6771 .4196 .2122 .320 
24 November 1972 .6506 .7045 .6666 .3781 .4909 .4118 .5429 .6969 .5965 .549 .852 .720 .6479 .3821 .2239 .327 

23 February 1973 .6566 .6567 .6567 .4305 .4827 .4469 .6016 .7875 .6677 .622 .894 .780 .6748 .4211 .3330 .522 
25 May 1973 .5025 .5920 .5308 .3239 .4641 .3645 .4364 .6877 .5216 .477 .826 .675 .5295 .4000 .2295 .309 
31 August 1973 .6635 .7052 .6775 .3655 * .4688 .4019* .4552 .6248 .5200 .466 .793 .664 .6884 .3559* .2258 .339 
30 November 1973 .6627 .7710 .6936 .4197 .5079 .4504 .5590 .6717 .6053 .566 .855 .751 .7247 .3580 .2716 .366 

22 February 1974 .7010 .7795 .7214 .5559 * .6089 * .5732* .6215 .7298 .6640 .666 .897 .813 .6589 .5500* .3231 .468 
31 May 1974 .5001 .7499 .5597 .3060* .4756* .3533* .4462 .6933 .5317 .515 .823 .700 .5664 .3473 .2342 .369 
30 August 1974 .5774 .7462 .6199 .3796 .5366 -.4298 .4770 ~ .6746 .5513 .501 ~.841~ - . 7 1 1 - —.6099-—.4192-- .2464-—.355-
29 November 1974 .7832 .7327 .7697 .4477 .5609 .4821 .6188 .7818 .6839 .659 .861 .789 .6066 .4121 .2634 .379 

28 February 1975 .9300 .8506 .9104 .5231 .5569 .5317 .6264 .7484 .6695 .678 .948 .840 .6990 .4189 .2923 .460 
30 May 1975 .8031 .8545 .8153 .3814 .5116 .4113 .4298 .7498 .5150 .557 .880 .730 .6595 .3313 .3074 .483 
29 August 1975 .7655 .8982 .7987 .4284 .5348 .4548 .4843 .7188 .5514 .556 .863 .718 .6307 .3545 .2725 .350 
28 November 1975 .7000 .7978 .7272 .4736 .4642 .4935 .4975 .7879 .5824 .535 .870 .712 .6556 .3541 .2609 .361 

27 February 1976 .7076 .7505 .7212 .4933 .5317 .5050 .5072 .7015 .5675 .565 .902 .746 .7009 .4353 .3510 .504 
28 May 1976 .7397 .7228 .7343 .4400 .4476 .4425 .4610 .6478 .5211 .568 .827 .709 .6232 .3806 .2701 .406 
27 August 1976 .7506 .9276 .8041 .4456 .5136 .4671 .4763 .6432 .5321 .574 .827 .712 .6096 .3959 .2984 .449 
26 November 1976 .7501 .8128 .7710 .4485 .5093 .4697 .4733 .6817 .5458 .570 .851 .726 .6343 .3676 .2887 .437 

25 February 1977 .7191 .7616 .7344 .5025 .5517 .5198 .5450 .6955 .6018 .668 .840 .767 .7046 .4455 .3192 .512 
27 May 1977 .6491 .6670 .6556 .4452 .4594 .4505 .4644 .6424 .5308 .555 .857 .724 .6625 .4121 .2781 .430 
26 August 1977 .6702 .7049 .6827 .4711 .4925 .4791 .4697 .6607 .5423 .566 .837 .726 .7175 .4340 .2791 .420 
25 November 1977 .6781 .6665 .6737 .4435 .5210 .4723 .4629 .6868 .5485 .565 .821 .720 .6264 .3312 .3033 .461 

24 February 1978 .6531 .6345 .6463 .5240 .5293 .5260 .5538 .6930 .6109 .649 .870 .786 .6537 .3909 .3342 .500 
26 May 1978 .5825 .6257 .5982 .4153 .4850 .4405 .4221 .6093 .4926 .534 .833 .715 .6589 .3768 .2631 .423 
25 August 1978 .7107 .6478 .6863 .4550 .4908 .4686 .4684 .6104 .5250 .559 .802 .712 .6746 .3763 .2760 .442 
24 November 1978 .6897 .6048 .6585 .4310 .4829 .4500 .6711 .6594 .5461 .565 .837 .715 .6397 .3298 .2756 .412 

Source: CSO quarterly survey of duration of continuous registration on L R . 
— = data not available due to absence of survey. 
* adjusted to take account of the fact that the interval between surveys was not 13 weeks. The corresponding figures for the very short-term unemployed 
were not adjusted because the numbers on L R for less than a week at time t - 1 are always multiplied by 13; the figures for the medium- and long-term un
employed cannot be adjusted because no information is available on the numbers on L R for 12-13 weeks. 



Figure 1: Seasonally adjusted survival probabilities for short-term male UB claimants 

1968 1973 1978 

F R B : 3 1 2 and 390 = durat ion of flat-rate benefit extended to 3 1 2 and 390 days . 
P R B = pay-reiated benefit in troduced . 



Table 2: F-test for stable seasonality and average seasonal factors for probability of 
unemployment data, 1967:3-1978:4 

Series F-value Average Seasonal Factors in Quarters 

I 77 III IV 

U B V S H R T M 32.15 109.7 86.2 98.5 105.1 
U A V S H R T M 2.92* 101.8 96.8 101.9 100.3 
U T V S H R T M 32.16 107.4 88.9 99.6 103.9 
U B V S H R T F 15.57 105.1 85.9 103.2 104.5 
U B S H O R T M 65 .04 121.8 82.2 93.3 102.7 
U A S H O R T M 29.84 109.4 93.0 : 96.4 102.7 
U T S H O R T M 72.66 117.1 85.1 • 94.3 103.0 
U B S H O R T F 29.87 116.9 90.0 101.8 93.6 
U B M E D M 41.30 117.8 82.8 \ 87.0 109.8 
U A M E D M 27.00 108.7 90.7 \ 92.3 108.2 
U T M E D M 42.90 114.0 84.9 89.9 109.9 
U B M E D F 26.70 123.8 87.0 87.1 101.3 
U B L O N G M 33.47 116.3 90.8 85.3 104.0 
U A L O N G M 19.97 105.1 95.8 95.9 102.6 
U T L O N G M 36.25 109.3 93.2 92.5 104.1 
U B L O N G F 32.37 126.9 91.9 86.1 96.7 

*Not significant at 1 per cent level. 

those who come on to the register i n the quarter preceding each survey. I f 
we assume a constant escape rate f rom unemployment throughout the first 
13 weeks o f unemployment we can weight new entrants by the number o f 
weeks which they w i l l have to get o f f the register before each survey is taken 
and obtain an estimate o f the escape rate per week for the very short-term 
unemployed, U j . Similarly we can weight the short-term unemployed by 
the number o f weeks which they w i l l have to get o f f the register during the 
quarter i n which each survey is taken, given that they have already spent 13 
weeks on the register. We can then obtain an estimate o f the escape rate per 
week for the short-term unemployed, u 2 < These transformations o f the sur
vival probabilities p v s and p s , yield escape rates for the first and second 
quarters' unemployment which are comparable w i t h each other. I n our 
nota t ion the transformations are as follows for the very short-term unem
ployed 

s ^ ^ y ^ + s ^ ) £ ( i - U l ) n <1 x I ? 

n = l 
and 

,13-27 

for the short-term unemployed. 



Not ing that the first equation is the sum o f a geometric series the Newton-
Raphson method can be used to solve for Uj in 

(1 - U l ) 1 3 - 1 s ° " 1 3 

( 1 - U j ) - 1 ^ ( s ^ + s ^ ) 

and the solution for u 2 is given by 

The weekly escape rates for the two categories of unemployed are shown in 
Table 3. 

Females in the UB and males in the U T categories who are entering the Live 
Register generally have a greater probabi l i ty of escaping f rom unemployment 
than those who have been registered for three months. The same is broadly true 
for males in the UB and U A categories but there is a significant number of 
cases where the probabi l i ty of leaving unemployment is higher for those who 
have been on the register for three months than for those entering the 
register. The escape rates for UB males are generally larger than those for U A 
males, probably because o f the weaker attachment which U A claimants have 
to the labour force. 2 The tendency for the probabi l i ty of leaving unemploy
ment to fall as the durat ion o f unemployment rises has been noted in other 
countries and various explanations have been offered for i t . McGregor (1978) 
for example, notes that bo th the demand for, and supply of, labour may 
affect the probabi l i ty of re-employment as the durat ion o f unemployment 
lengthens. On the supply side, changes in health, alterations in attitudes to 
work and discouragement from job-search due to prolonged unemployment 
may lessen the probabi l i ty o f re-employment. On the demand side, un
employed workers who have been unable to get work quickly may find that 
employers take their record o f long unemployment as an indicator of general 
unfitness for w o r k . To these factors we would add that changes in unemploy
ment insurance schemes can affect the duration o f unemployment through 
demand or supply factors. Increases in the employer's insurance cont r ibut ion 
may affect the demand for labour and changes in the benefits available to 
unemployed workers may affect the supply of labour. Our interest in this 
paper lies only in the latter possibili ty. 

2. Up to 1978 recipients of UA included male school leavers and persons who had not accumulated 
enough contributions to qualify for UB because of their intermittent work histories. 



Table 3- Escape rates per week for very short and short duration unemployed 1967:3-1978:4 

Males Females 
Week Very short Short Very short Short 
ending UB UA UT UB UA / UT UB UB 

25 Aug 1967 .1582 .0513 .1228 .1069 .0734 .0770 .1096 .0839 
24 Nov 1967 .1029 .0646 .0913 .0866 .0698 .0579 .0909 .0911 

23 Feb 1968 .0613 .0506 .0583 .0636 .0611 .0489 .0799 .0645 
31 May 1968 .1289 .0996 .1211 .0965 .0781 .0654 .1371 .0897 
30 Aug 1968 .1168 .0793 .1071 .0895 .0680 .0597 .1047 .0376 
29 Nov 1968 .0943 .0700 .0880 .0800 .0591 .0471 .0698 .0899 

28 Feb 1969 .0714 .0530 .0673 .0610 .0533 .0401 .0880 .0634 
30 May 1969 .1522 .0406 .1192 .0993 .0588 .0650 .1749 .0938 
29 Aug 1969 .0779 .0614 .0726 ' .0807 .0680 .0530 .0342 .0600 
28 Nov 1969 .0505 .0586 .0527 .0693 .0616 .0405 .0289 .0760 

27 Feb 1970 .0597 .0437 .0558 .0570 .0480 .0348 .0609 .0578 
May 1970 - - - - - - - _ 

28 Aug 1970 - - - - - -
27 Nov 1970 .0901 .0613 .0820 .0737 .0542 .0424 .0975 .0763 

Feb 1971 - _ - - - - _ 
28 May 1971 - - - - - - -
27 Aug 1971 .0775 .0732 .0764 .0793 .0562 .0470 .0897 
26 Nov 1971 .0662 .0586 .0640 .0699 .0421 .0360 .0651 .0727 

25 Feb 1972 .0713 .0820 .0743 .0575 .0453 .0343 .0733 .0596 
26 May 1972 .0953 .0524 .0827 .0810 .0566 .0471 .0930 .0730 
25 Aug 1972 .0727 .0565 .0680 .0733 .0604 .0434 .0683 .0646 
24 Nov 1972 .0758 .0610 .0712 .0721 .0533 .0392 .0766 .0713 

23 Feb 1973 .0741 .0740 .0740 .0628 .0545 .0342 .0690 .0044 
25 May 1973 .1268 .0938 .1155 .0831 .0573 .0456 .1161 .0681 
31 Aug 1973 .0721 .0608 .0682 .0745 .0566 .0429 .0653 .0764 
30 Nov 1973 .0723 .0447 .0639 .0646 .0508 .0341 .0559 .0760 

22 Feb 1974 .0619 .0428 .0567 .0442 .0374 .0243 .0734 .0449 
31 May 1974 .1278 .0497 .1048 .0871 .0556 .0446 .0125 .0781 
30 Aug 1974 .0987 .0506 .0849 .0718 .0468 .0376 .0881 .0647 
29 Nov 1974 .0419 .0539 .0450 .0599 .0435 .0309 .0891 .0659 

28 Feb 1975 .0122 .0274 .0158 .0486 .0440 .0271 .0625 .0647 
30 May 1975 .0375 .0267 .0348 .0715 .0502 .0409 .0733 .0815 
29 Aug 1975 .0460 .0181 .0385 .0631 .0470 .0375 .0817 .0767 
28 Nov 1975 .0622 .0387 .0552 .0559 .0573 .0358 .0744 .0768 

27 Feb 1976 .0602 .0495 .0567 .0529 .0474 .0331 .0620 .0620 
28 May 1976 .0522 .0563 .0535 .0612 .0600 .0384 .0840 .0716 
27 Aug 1976 .0495 .0126 .0373 .0603 .0500 .0358 . .0882 .0688 
26 Nov 1976 .0496 .0354 .0447 .0598 .0506 .0345 .0806 .0741 

25 Feb 1977 .0573 .0469 .0534 .0516 .0447 .0295 .0610 .0603 
26 May 1977 .0762 .0711 .0743 .0604 .0581 .0355 .0724 .0659 
26 Aug 1977 .0702 .0609 .0668 .0563 .0530 .0335 .0577 .0622 
25 Nov 1977 .0680 .0712 .0692 .0606 .0489 .0342 .0830 .0815 

24 Feb 1978 .0750 .0805 .0770 .0485 .0478 .0278 .0749 .0697 
26 May 1978 .0970 .0831 .0918 .0654 .0541 .0362 .0734 .0723 
25 Aug 1978 .0594 .0766 .0658 .0588 .0533 .0342 .0690 .0724 
24 Nov 1978 .0649 .0897 .0735 .0627 .0545 .0336 .0789 .0818 

I I I ECONOMETRIC ISSUES 

The dependent variables to be used in our study are the probabilities, 
Pj , described above. By def ini t ion these are bounded 0 < pf < 1. I n fact, 
most of the pf vary w i t h i n fairly narrow ranges. Thus, p\ for males, UB and 
U A combined, always lie between 0.28 and 0.57 over the eleven-year period 
we are concerned w i t h . The dependent variable can, however, be converted 
to a variable zf, where zj? = log [pf / (1 - p^)] . This transformed variable 
has a much wider range than p , and i f E(p) = .5, E(z) = 0. As pf in no case 



approaches un i ty or zero in our data, there is no problem in calculating this 
transformation, and we have applied unrestricted least squares to the p d trans
formed in this manner as we do not have enough informat ion on the other 
elements in the labour force status matr ix to use a restricted estimator. 

A d i f f icu l ty arises due to the gaps in our t ime series because o f four 
missing observations. Wi th missing observations the usual Durbin-Watson 
(DW) statistic is inappropriate and various adjustments have been proposed 
to deal w i t h the problem. The easiest o f these to incorporate in to existing 
autocorrelation testing procedures is Honohan and McCarthy's (1982) 
dummy variable procedure. This necessitates adding to the data set a dummy 
variable for each missing observation which takes the value un i ty on the date 
for which the observation is missing and zero on all other occasions. The 
ordinary Durbin-Watson tables can then be used to test for autocorrelation 
w i t h sample size, n , including the missing observations and number o f re-
gressors, k , including the dummy variables. Since the in t roduc t ion of four 
dummy variables into our data set increases the number o f regressors beyond 
6 we use Savin and White's (1977) expanded version o f the Durbin-Watson 
tables. 

I V FACTORS I N F L U E N C I N G U N E M P L O Y M E N T D U R A T I O N 

Our approach consisted o f testing the influence of several variables on p d . 
One group of variables relates to the macro-economic situation and com
prises changes in the numbers employed in Transportable Goods Industries, 
(DETGI) , an index o f vacancies in industry for males and females ( V A C M , 
V A C F ) and the in f low rate to the L R for males and females ( I N F U B M / F , 
I N F U A M , I N F U T M ) . We also explored the explanatory power of a variable 
derived f rom the Lucas-Rapping (1970) view o f the labour market in which 
unemployment is reduced as a consequence o f unanticipated (wage) inf la t ion . 
We measured this as the ratio o f current to a weighted average o f past 
wages (W/WSTAR) fol lowing Bjork lund and Ho lmlund (1981). 

A second group of variables measured the possible effect o f U I on unem
ployment . These comprised the max imum number of days entit lement to 
unemployment benefit ( D U B ) , measures o f the ratio of UB or U A payments 
to average net industrial earnings for males and females (the replacement 
ratio - R R U B M / F , R R U A M , R R U B U A M ) , and measures o f the real value 
of entitlements under UB and U A ( R V U B M / F , R V U A M , R V U B U A M ) . We 
introduce this variable in the belief that excessive at tent ion has been focused 
on the price effect o f U I on labour market behaviour, leading to an over-
concentration on the role of replacement ratio or benefit/income variables. 
Cubbin and Foley (1977) argue the importance o f income effects as we l l , 



b u t chose to measure these using a variable based on the real earnings o f 
those who are employed. We feel i t is more appropriate to t r y to capture the 
relevant income effects through variables that measure the l iving standards 
represented by U I payments. 

I n all cases where stable seasonality was present i n the dependent variable 
(see Table 2) quarterly seasonal dummies were included in the equations. 

A crit icism that has been levelled at a number o f aggregate studies o f the 
effects o f U I on unemployment is that the use o f a variable measuring the 
entit lement o f a representative worker may not reflect the amounts actually 
paid to the unemployed. We have tr ied to refine our measure o f benefit 
income by relating i t to the type o f payment being received (UB, U A ) and 
by taking a weighted average o f the entitlements of receipients in different 
family circumstances (see Walsh, 1978). O'Mahony's (1983A) study, in this 
issue o f the Review, o f the actual amounts received by the unemployed shows 
that actual replacement ratios do not differ significantly from our measure. 

Final ly , although our main concern is w i t h the duration of unemployment 
as reflected in the L R survival probabilities discussed above, we also present 
some results using the in f low rates to the L R ( I N F M / F ) as dependent vari
able. These were defined as the numbers on the L R receiving UB and/or 
U A for less than one week divided by the insured labour force. Several 
studies o f the effect o f U I on registered unemployment have stressed that its 
main influence is through lengthening the average spell of unemployment 
rather than stimulating a higher in f low (Nickel l , 1977) but we felt that bo th 
possible effects should be explored. 

The data series used in our models are given in the Appendix. 

V E M P I R I C A L FINDINGS 

Mul t ip le regression analysis of the effect of the two sets of variables on 
the probabi l i ty o f remaining unemployed indicated that the unemployment 
insurance variables generally had less influence on the dependent variables 
than the variables relating to the macro-economic situation and that neither 
set has very high explanatory power. The unemployment inf low variable 
was insignificant i n most of the regressions for males and females and the 
W/WSTAR variable never attained a t-ratio above un i ty . The poor per
formance o f the W/WSTAR variable supports the view that surprises in the 
rate o f wage-inflation have played l i t t l e or no role in the time series fluctu
ations in the durat ion o f Ir ish unemployment , a conclusion similar to that 
reached by Bjork lund and Holmlund on the basis o f Swedish and US data. 
The employment and vacancy variables were usually significantly different 
f rom zero, except in the case o f the regressions for females, had the right 



signs generally, and had a similar influence on the dependent variables. The 
DUB variable generally showed a highly significant effect in the UB and U T 
regressions. This suggests that lengthening the per iod of entit lement over 
which UB may be drawn not only causes a rise in the probabi l i ty o f UB 
claimants remaining unemployed but also results in a net increase in unem
ployment , the effect on UB no t being ful ly offset by an effect in the opposite 
direct ion on U A . The D U B variable was tr ied in the U A regressions to see i f 
i t caused a switch in claimants' L R status. While i t generally had the expected 
negative sign its coefficient was usually not significantly different f rom zero. 
The performance o f the R R variable was generally very weak w i t h negative, 
instead of the expected positive, signs predominating and the level of statis
tical significance being low. The R V variables, on the other hand, generally 
showed significant coefficients which were always positive in the regressions 
for males bu t not for females. 

Table 4 summarises the results obtained when the significant variables 
relating to the macro-economy and the unemployment insurance scheme 
are included in the same regression equations. 3 I t w i l l be seen from the 
table that the survival probabilities are, in general, responsive to changes in 
industrial employment , falling during periods o f rising employment , and 
that the extension o f el igibi l i ty to UB to 12 months in 1968 and to 15 
months in 1976 seems to have induced longer spells o f bo th UB and tota l 
unemployment . 

The evaluation o f the effect o f the two central U I variables, the replace
ment ratio (RR) and the real value o f the transfer payments ( R V ) , is com
plicated by the generally very high correlation between these pairs o f 
variables (for example, the correlation between R R U B M and R V U B M is 
0.99). This reflects the fact that most of the variance in the R R series is 
accounted for by abrupt changes in the numerator (e.g., the in t roduct ion o f 
pay-related benefits in 1974) which is also the numerator of the R V series. 
We have, therefore, explored the performance of the equations in Table 4 
w i t h either R R or R V on their own. The results are shown in Table 5. There 
is very l i t t l e basis for choosing between the pair o f equations in this table. 
In terms of R 2 or the Durbin-Watson statistic, R R and R V on their o w n 
perform about equally, although the t-ratios for the R V variables tend to 
exceed those for R R . 4 The negative, and generally insignificant coefficients 
recorded for R R in Table 4 are not found in Table 5, except for the puzzling 
significant negative coefficient for bo th R R and R V for U B L O N G M . 

3. The vacancy variable is not included because the series did not start until 1969. 

4. Since most of the DW-values fall in the inconclusive region or indicate positive first order auto
correlation the regressions in the top panel of Table 5 were re-estimated using G L S . Apart from 
leading to slight reductions in some of the and t-statistics, this did not give significantly different 
estimates of the regression coefficients shown in Table 5. 



Dependent variables 
Males Females 

Independent 
variables 

Very short Short Medium Long Very 
short 

Short Medium Long 

UB 

Independent 
variables 

UB UA UT UB UA UT UB UA UT UB UA UT UB UB UB 

Long 

UB 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 

D E T G I -0.12 -0.07 -0.11 -0.02 -0.03 -0.02 -0.13 -0.07 -0.07 -0.10 -0.08 -0 .06 -0.02 -0.004 -0.07 -0.07 
(4.2) (2.5) (3.9) (1.7) (3.2) (2.1) (3.8) (4.1) (3.4) (4.8) (4.9) (3.8) (0.6) (0.3) (3.0) (3.4) 

R R U B / U A M / F 0.02 0.08 0.03 -0.02 -0.04 -0.02 -0.08 -0.10 -0.09 -0.03 -0.11 -0.05 0.01 0.03 -0.004 -0.003 
(0.7) (1.3) (0.9) (1?9) (2.1) (2.2) (2.9) (2.8) (3.7) (1.6) (3.1) (2.8) (0.4) (1.9) (0.2) (0.1) 

R V U B / U A M / F -0.06 -0.07 -0.08 0.11 0.23 0.15 0.29 0.39 0.34 0.07 0.43 0.21 -0.07 -0.17 -0.03 -0.02 
(0.6) (0.5) (0.7) (2.7) (4.6) (3.6) (2.4) (4.8) (3.6) (0.9) (5.2) (3.0) (0.4) (2.0) (0.2) (0.2) 

DUB 0.004 0.002 0.002 0.001 0.009 0.003 0.009 0.002 0.002 0.001 0.009 0.009 
(2.6) (1.8) (3.3) (2.8) (5.2) (2.7) (7.9) (2.6) (1.0) (1.2) (6.2) (7.5) 

SI -0.03 -0.03 0.31 0.15 0.25 0.11 0.05 0.13 0.14 0.27 0.21 -0.03 0.33 0.15 0.32 
(0.2) (0.2) (5.0) (2.4) (5.1) (0.7) (0.5) (1.1) (1.3) (2.7) (2.5) (0.2) (4.2) (1.1) (3.0) 

S2 -0.13 -0.09 -0.24 -0.06 -0.20 -0.08 -0.16 -0.21 -0.02 0.02 -0.09 -0.36 0.007 0.009 0.09 
(0.8) (0.6) (3.6) (0.8) (3.8) (0.4) (1.5) (1.7) (0.2) (0.2) (1.1) (2.3) (0.1) (0.1) (0.8) 

S3 -0.13 -0.71 -0.13 -0.81 -0.12 -0.33 -0.34 -0.31 -0.34 -0.25 -0.29 -0.04 0.15 -0.17 -0 .15 
(1.0) (0.6) (2.3) (1.4) (2.7) (2.2) (3.6) (3.1) (3.5) (2.6) (3.8) (0.3) (2.1) (1.3) (1.5) 

Intercept -0.66 -0.86 -0.48 1.24 -0 .06 -0.94 -1.99 1.44 -0.05 -1.88 2.36 0.54 -0.07 -1.49 -3 .86 -3.33 
(1.5) (0.7) (1.1) (6.8) (0.2) (5.8) (4.0) (2.3) (0.1) (5.9) (3.6) (2.0) (0.1) (4.9) (7.4) (7.9) 

R 2 .58 .36 .58 .84 .59 .85 .62 .70 .63 .76 .86 .82 .23 .57 .76 .80 

F 6.74 4.68 6.76 23.02 7.51 24.79 7.69 11.66 7.93 13.98 29.64 19.19 2.21 6.48 14.31 ' 17.32 

DW 1.60 1.26 1.33 2.05 1.36 2.03 1.01 1.74 1.22 1.73 1.87 1.90 1.59 1.63 0.82 1.31 

a 
w 
W 
n o z 

i 
n 
5 ' o 
O 
O 
> 
» 
ffl 
< 
W 

Note: t-ratios in parentheses. 



Table 5: Regression results for probability of remaining on Live Register: comparison of RR and RV unemployment insurance variables, 1967:3-1978:4 
(intercept and seasonals' coefficients not reported) 

Dependent variables 
Males Females 

Very 
Independent Very short Short Medium Long short Short Medium Long 

Variables 
UB UA UT UB UA UT UB UA UT UB UA UT UB UB UB UB 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 

D E T G I -0.13 -0.07 -0.11 -0.02 -0.03 -0.02 -0.12 -0.07 -0.07 -0.10 -0.08 -0.06 -0.02 -0.008 -0.07 -0.07 
(4.3) (2.6) (4.0) (1.5) (2.5) (1.8) (3.5) (3.2) (2.9) (4.8) (3.6) (3.5) (0.7) (0.5) (3.1) (3.5) 

R R U B / U A M / F 0.003 0.05 0.01 0.007 0.04 0.01 -0.02 0.04 -0.006 -0.01 0.05 0.001 0.00002 0.0003 -0.008 -0.006 
(0.6) (1.2) (1.1) (2.9) (2.7) (3.1) (2.4) (1.8) (0.7) (3.4) (1.9) (C. l ) (0.1) (0.1) (1.0) (1.0) 

DUB 0.004 0.002 0.003 0.002 0.01 0.005 0.009 0.003 0.002 0.001 0.009 0.009 
(2.6) (1.7) (4.4) (3.9) (6.3) (3.8) (8.9) (3.7) (1.1) (1.2) (6.3) (7.7) 

R 2 .59 .38 .59 .82 .36 .80 .57 .52 .50 .76 .77 .77 .25 .54 .77 .81 

F 7.52 5.52 7.51 21.01 3.83 19.39 6.90 6.40 5.54 15.39 17.28 16.36 2.47 6.19 16.18 19.59 

DW 1.60 1.21 1.31 1.80 0.90 1.59 0.88 1.07 0.88 1.70 1.16 1.51 1.56 1.58 0.83 1.34 

D E T G I -0.13 -0.07 -0.11 0.02 -0.03 -0.02 -0.11 -0.06 -0 .06 -0.09 -0.08 -0.05 -0.02 -0.01 -0.07 -0.07 
(4.4) (2.7) (4.2) (1.3) (2.9) (1.6) (3.1) (3.5) (2.3) (4.5) (4.0) (3.1) (0.8), (0.8) (3.1) (3.5) 

R V U B / U A M / F 0.01 0.09 0.03 0.04 0.14 0.06 -0.05 0.19 0.01 -0 .05 0.22 0.02 0.008 -0.02 -0.05 -0.04 
(0.5) (0.9) (0.8) (3.6) (5.1) (4.3) (1.8) (4.1) (0.4) (3.0) (4.4) (0.9) (0.1) (0.6) (1.0) (1.0) 

D U B 0.004 0.002 0.002 0.002 0.01 0.004 0.009 0.003 0.002 0.002 0.009 0.009 
(2.5) (1.7) (3.7) (3.0) (5.6) (2.8) (8.3) (2.8) (1.2) (1.8) (6.5) (7.9) 

R 2 .59 .35 .58 .83 .55 .84 .54 .65 .50 .75 .83 .78 .25 .54 .77 .81 

F 7.47 5.08 7.34 23.28 7.23 24.08 6.24 10.09 5.46 14.47 25.84 16.91 2.47 6.28 16.19 19.59 

DW 1.60 1.11 1.30 1.92 1.25 1.81 0.77 1.38 0.77 1.59 1.55 1.44 1.57 1.59 0.81 1.32 

Note: t-ratios in parentheses. 



The regressions in the top panel o f Table 5 were estimated for the sub-
periods 1967:3-1974:1 and 1974:2-1978:4 to see i f there was any evidence 
of a change in the regression relationship before and after 1974 which might 
be accounted for by changes in the economy which are not reflected in our 
model o f unemployment . The results o f the F-test for stability o f coefficients 
indicate, in the great majori ty o f cases, that there is no evidence o f a struc
tural break after 1974. 

On the basis of these results i t is clear that the main impact of U I on the 
duration of unemployment that we have been able to identify is through the 
increase in 1968 of the max imum period for which UB may be claimed f rom 
156 to 312 days. The further extension to 390 days in ; 1976 wou ld have 
been proport ionately less impor tant . I n addit ion to this there is reasonably 
strong evidence that either the replacement ra t io , or the real value of the 
benefits, tended to raise the duration of unemployment among males over 
the first six months of an unemployment spell. The evidence for an effect 
on the duration of unemployment at longer duration is very weak. 

At tempts to explain the in f low variables in terms of labour force and U I 
variables are shown in Table 6 . 5 The results when adjusted for the presence 
of autocorrelation in the original estimates, reveal few significant influences 
other than a stable pattern o f seasonality. 

The low explanatory power o f any of the economic variables in our study 
of bo th the duration of, and inf low to , unemployment suggests that f luctu
ations in unemployment may be to a very considerable extent affected by 
wi thdrawal f rom the labour force, particularly in the case of females, as wel l 
as movement to and f rom employment or that the L R data are influenced by 
extraneous factors which are not encompassed by our model. This is a con
crete i l lustrat ion o f the l imitat ions of a study that focuses exclusively on U U 
and contains no informat ion on U E and U N . 

Our f inding that unemployment insurance variables exert some significant 
influence on the duration of unemployment is i n keeping w i t h vir tual ly all 
the published research on this issue. Gustman (1980, p . 48) for example, has 
noted that "the positive relationship between weekly benefits and duration 
is the most reliable result we have on the impact of the U I system". There is, 
however, considerable disagreement about the importance of any such effects 
in terms of the recorded unemployment rate. We have, therefore, explored 
the implications of the estimates of the unemployment insurance parameters 
i n the equations in Table 5 for the overall level of unemployment. 

5. The inflows of males to UB or U A were also tried as dependent variables but they were less respon
sive than the total inflow to the explanatory variables. 
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Table 6: GLS Regression results for rate of inflow to Live Register, 1967:3-1978:4 

Independent Dependent Variables 
variables Males (UT) Females (UB) 

D E T G I - 0 . 0 8 - 0 . 0 9 - 0 . 0 7 0.015 - 0 . 0 0 0 0 1 0 .014 
(1.2) (1.3) (1.1) (0.2) (0.02) (0.2) 

R R U B / U A M / F 0.04 0.15 0.04 0.04 

(1.6) (1.7) (2.0) (0.9) 

R V U B / U A M / F 0.13 - 0 . 4 3 0.29 0.015 
(1.1) (1.3) (2.0) (0.05) 

S I - 0 . 2 4 - 0 . 2 2 - 0 . 3 4 - 0 . 2 3 - 0 . 1 9 - 0 . 2 3 
(1.0) (0.9) (1.3) (1.2) (0.9) (1.1) 

S2 - 1 . 1 3 - 1 . 0 9 - 1 . 1 8 - 0 . 7 2 - 0 . 6 7 - 0 . 7 2 
(3.8) (3.7) (3.8) (2.8) (2.6) (2.8) 

S3 - 1 . 2 5 - 1 . 2 4 - 1 . 2 8 0.28 - 0 . 2 8 - 0 . 2 8 
(5.9) (5.9) (5.9) (1.6) (1.6) (1.6) 

Intercept 5.16 5.79 4.24 1.54 2.27 1.55 
(4.9) (7.1) (3.6) (1.5) (3-2) (1.4) 

R 2 .84 .84 .84 .61 .60 .60 

F 36.75 37.00 32.75 11.14 10.85 10.02 

D W 1.91 1.96 1.83 1.98 2.00 1.98 

P .55 .58 .47 .69 .66 .68 

Note: (i) A l l coefficients have been multiplied by 1,000. 
(ii) t-ratios in parentheses. 

V I I M P L I C A T I O N S FOR T H E L E V E L OF U N E M P L O Y M E N T 

The findings reported in this study allow us to at tempt to quantify the 
impact of various changes i n U I on the level of registered unemployment . 
This can be done by simulating what the L R w o u l d have been on certain 
assumptions about the duration and level of benefits and comparing this 
hypothetical L R w i t h that corresponding to the actual levels of the U I 
variables. The comparison should be made between "steady state" values 
of the actual and hypothet ical LR . To calculate these we have resorted to a 
demographic projection technique (Keyf i tz , 1968). This involves the cal
culation o f future levels of the L R f rom an in i t i a l level, an assumed in f low, 
and a set of survival probabilities, according to the fo l lowing procedure: 

L R t + 1 = P .LR t + In f low 

where L R is an n x l vector o f the numbers unemployed classified in to n 



duration categories, and P is an n x n matr ix of L R survival probabilities. 
The available L R data do no t readily lend themselves to this type of cal
culat ion, and interpolations have had to be made in order to make any 
headway w i t h this approach. Fol lowing the nota t ion introduced earlier in 
this paper, the numbers on the L R i n durat ion category d at t i m e t are denoted 
s d and the projection can be wr i t t en : 

L R 
t + l 
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\ + l 
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The t ime interval is 13 weeks, and the elements of the P ma t r i x denote the 
transit ion probabilities between succeeding duration categories. Normal ly 
the only non-zero elements i n such a matr ix are those on the sub-main di
agonal, but when, as i n the present case, the final category is open-ended, i t 
is possible to survive f rom one period to the next w i t h i n this category and 
hence the last cell i n the P matr ix is also non-zero. Al though only three 
transition probabilities are used in this projection, i t is necessary to have data 
on four duration categories, namely, 0-13, 13-27, 27-40 and 40 and over. 
The available L R data do not provide a breakdown of the 27-53 weeks 
category but we have again utilised the assumption that the numbers in this 
interval are evenly distributed between the 27-40 and 40-53 weeks intervals. 

Using this framework, we can simulate the steady state L R corresponding 
to a given in f low and alternative P matrices. The first P matr ix uses the actual 
values of the p d averaged for 1977, the alternative P matr ix uses the values of 
p d obtained f rom the regression equations in the top panel of Table 5 w i t h 
the level of D U B set equal to 312 (except for females in the short-duration 
category) and R R U B U A M set equal to 32.3 per cent for males in the short-
duration category. Thus, we are t ry ing to answer the question "What would 
the steady state level of the L R be i f the maximum entitlement to UB had 
remained at 312 days, and the benefit level for short-duration males had 
been held at 32.3 per cent of average earnings as i t was in the early 1970s?" 

Ignoring any possible effects on the inf low to the L R , we have concen
trated on the impact o f changes in the escape rate on the level of unemploy
ment. I n our regression analysis we studied the effect of U I variables on p s 



and p m , which correspond to p and p in our projection matr ix above. We 
did not study the transit ion probabi l i ty corresponding to p 3 + directly because 
this duration category is no t available in the published data. I n order to 
calculate a hypothet ical probabi l i ty for this durat ion, we have used the results 
for p^ i n Equation 12 of Table 5. This gave us a hypothet ical value for p#, 
and we scaled the estimated value of p 3 + downwards in p ropor t ion to the 
ratio o f the actual and hypothet ical values o f p#. I n order to test the evalu
at ion for sensitivity to the level of p d used, the Live Register was also 
simulated for values half way between the original and hypothet ical levels. 

The calculations were performed separately for males and females. The 
fol lowing values were used in the P matrices: 

Males Females 

P 1 P 2 P 3 + P 1 P 2 P 3 + 

Actual .4846 .5827 .7993 .3994 .3298 .6546 
Hypothet ical A .4088 .4913 .7450 .3994 .1922 .4254 

B .4467 .5370 .7721 .3994 .2610 .5400 

Thus, the hypothet ical A calculations involve reductions in the L R survival 
probabilities o f 16, 16 and 7 per cent respectively for males and 0, 42 and 35 
per cent for females. The B values are mid-way between the actual and the 
hypothet ical A values. App ly ing these P matrices to an in i t ia l L R and an 
assumed steady inf low yielded projected levels o f L R that began to converge 
to steady state levels fairly quickly . The quarter-to-quarter change in L R for 
males, for example, was less than 1 per cent after 8 iterations (i.e., two years) 
and less than 0.01 per cent after 24 iterations (i.e., 6 years) for the A simu
la t ion. The outcome is shown in Table 7. 

The results of the simulations indicate that the steady state L R w o u l d 
have been significantly lower had the U I variables assumed the hypothet ical 

Table 7: Comparison of steady state actual and hypothetical numbers on LR 
Males and Females, 1977 (000s) 

Derived from: 

Actual p^ Hypothetical p^ Difference in LR 

A B A B 

Males 74.1 56.3 64.1 +17.8 + 10.0 

Females 15.0 12.9 13.7 +2.1 +1.3 

Total 89.1 69.2 77.8 + 19.9 11.3 



values specified and that the relationship between increases in the transition 
probabilities and the steady state L R is non-linear; increasing p d s by half the 
difference between actual and hypothetical A values increases the Live-
Register by more than half the difference between the actual and hypothetical 
numbers unemployed. The effect of lower escape rates from the L R is not 
only to increase the steady state level o f unemployment but also to increase 
the duration of unemployment spells. Relatively minor decreases in escape 
rates have substantial effects on the size and structure of the stock of registered 
unemployment. Only 31 per cent, for example, of the hypothetical A Live 
Register are in the "40 weeks and over" duration category, compared wi th 
44 per cent of the actual LR . 

These findings must be treated w i t h great caution, based as they are on 
the results of regression equations which are obviously not definitive and on 
approximations concerning the duration categories, but they illustrate the 
possibility that relatively small changes in the escape rate of unemployment 
due to changes in the unemployment insurance programme can have a major 
impact on the size and structure of the Live Register. 
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A P P E N D I X 

D E R I V A T I O N OF Q U A R T E R L Y B E N E F I T / I N C O M E R A T I O S , R E A L 
V A L U E OF U I P A Y M E N T S , A N D I N F O R M A T I O N O N O T H E R 

E X P L A N A T O R Y V A R I A B L E S 

The method by which the benefit/income ratios are calculated is the same 
as that out l ined by Walsh (1978) in an earlier paper. A l l that needs to be 
added is that the pay-related part o f the benefit is calculated as 40 per cent 
of reckonable weekly earnings i n the tax year preceding the benefit year t o 
which the claim for flat-rate benefit relates. Reckonable weekly earnings are 
one-fiftieth of gross taxable earnings in the relevant income tax year. A n 
average o f earnings i n each quarter of the particular tax year was used to 
derive gross income for the year. The calculations for a single male for the 
quarter ending March 1977 are as fol lows: 

Average weekly industrial earnings during the quarter 
A n n u a l earnings 
Personal allowance 
Taxable earnings 
T a x payable 
Social insurance contributions ' 
Net annual income 
Net weekly income (NWI) 
Flat-rate unemployment benefit 
Pay-related benefit 
Tota l unemployment benefit ( U B ) 
U B + N W I 
Unemployment assistance ( U A ) 
U A + N W I 

Pay-Related Benefit 
Average annual earnings, A p r i l 1975-Apri l 1976 
Reckonable weekly earnings 
Ceil ing for reckonable weekly earnings 
Pay-related benefit [ ( £ 5 0 - £14) X .4] 

620.00 
3061.60 

10.90 
14.40 

£ 

70.80 
3681.60 

984.97 
135.20 

2561 .43 
49 .26 

25 .30 
51.36% 

8.90 
18.07% 

2965 .04 
59.30 
50.00 
14.40 

The benefit/income series have been derived w i t h the pay-related component 
included and excluded to highlight the effecj. which pay-related benefit has 
on the relative income o f those who qualify for i t (see Figure A l ) . The weights 
which were used to derive the aggregate benefit/income series shown in Table 
A l and Figure A l are the same as those used by Walsh (1978) to derive the 
corresponding annual series. 



The real values of U B , U A payments were derived by deflating the nominal 
values by the quarterly Consumer Price Index. 

The inflows on to the Live Register in each quarter are the number o f 
males or females in receipt of UB or U A who have been on the register for 
less than one week divided by the number o f males and females in the 
insured non-agricultural labour force. 



Table A l : Unemployment compensation as a percentage of quarterly net earnings, 
1967-1979 

Single man Single woman 
Year Quarter UB UA UB 

FR PR FR PR 
1967 March 20.2 17.1 36.0 

June 20.2 17.1 36.0 
September 20.2 16.9 35.9 
December 20.2 17.2 36.0 

1968 March 20.2 17.5 36.2 
June 20.2 17.5 36.3 
September 20.2 18.1 36.5 
December 20.1 18.2 37.1 

1969 March 20.0 18.4 37.7 
June 19.9 18.5 38.3 
September 19.8 18.7 38.8 
December 19.4 18.3 38.4 

1970 March 22.4 18.4 43.7 
June 21.0 17.2 41.9 
September 20.1 19.3 39.1 
December 23.4 18.7 46.6 

1971 March 23.2 18.5 44.9 
June 22.0 17.6 44.0 
September 21.5 18.9 42.3 
December 23.2 18.5 46.6 

1972 March 22.6 18.1 43.6 
June 21.5 17.2 41.2 
September 20.7 18.2 40.6 
December 22.5 17.6 44.9 

1973 March 22.0 17.3 42.0 
June 20.3 15.9 39.8 
September 23.4 19.1 45.1 
December 22.7 18.5 43.5 

1974 March 22.5 18.4 48.9 
June 20.2 43.5 16.5 38.2 43.1 
September 23.6 46.6 19.3 44.4 49.2 
December 22.6 44.6 18.5 42.6 47.3 

1975 March 21.8 49.8 17.8 38.5 49.7 
June 24.1 49.6 19.7 44.1 54.6 
September 23.3 48.0 19.1 41.1 51.0 
December 23.4 47.0 19.2 41.6 51.1 

1976 March 23.2 53.8 19.0 41.2 57.5 
June 24.8 54.5 20.2 44.5 60.6 
September 23.6 51.9 19.3 42.4 57.8 
December 22.0 48.3 17.9 39.8 54.1 

1977 March 22.1 51.4 18.1 39.1 63.3 
June 23.2 50.0 19.0 41.1 63.4 
September 22.7 48.9 18.6 39.5 60.9 
December 23.0 48.4 18.9 39.6 60.1 

1978 March 23.1 48.5 18.9 38.8 65.2 
June 23.2 46.4 19.0 39.2 63.5 
September 23.0 45.9 18.8 38.4 62.2 
December 22.3 44.7 18.3 37.2 60.3 

1979 March 22.1 44.2 18.1 36.6 59.3 
Weights .20 .29 .12 

Married man with 
4 children 

UB UA 
FR PR 

Replacement 
ratio 

R 
FR PR 

42.9 
42.9 
43.0 
42.7 
42.4 
42.1 
41.8 
41.9 
41.9 

.42 .0 . 
42.6" 
41.0 
46.0 
42.8 
40.8 
44.6 
44.1 
42.2 
41.5 
43.7 
42.8 
40.0 
38.8 
46.1 
45.3 
42.4 
52.0 
51.0 
50.3 
45.8 
53.7 
51.5 
49.7 
53.6 
51.9 
52.4 
51.9 
55.2 
52.6 
49.3 
49.6 
53.2 
52.2 
53.3 
53.5 
52.2 
51.8 
50.6 
50.2 

.19 

36.5 
36.5 
36.0 
36.9 
37.8 
38.7 
39.7 
39.6 
39.4 

.39 .3 . 
"39 a" 
38.1 

38.2 
35.5 
38.3 
36.9 
36.5 
34.9 
36.8 
36.3 
35.5 
33.3 
39.0 
38.0 
37.4 
35.0 
44.7 
43.7 
43.3 
39.4 
46.1 
44.2 
42.6 
45.8 
44.4 
44.7 
44.3 
47.0 
44.8 
42.0 
42.3 
45.5 
44.6 
45.4 
45.6 
44.6 
44.2 
43.2 
42.8 

.20 

28.8 
28.8 
28.6 
28.8 
29.1 
29.2 
29.6 
29.6 
29.7 

.29.8 
"29".8" 
29.2 
31.4 
29.4 
29.7 
31.5 
31.1 
29.8 
30.1 
31.2 
30.2 
28.5 
29.5 
31.4 
30.7 
28.5 
34.5 
33.6 
33.9 
30.0 
35.1 
33.6 
32.1 
35.2 
33.9 
34.1 
33.8 
36.0 
34.4 
32.1 
32.2 
34.3 
33.5 
34.0 
34.0 
33.7 
33.3 
32.5 
32.2 

65.5 
73.2 
70.2 
73.6 
74.9 
72.5 
72.0 
77.4 
79.7 
75.9 
71.3 
73.9 
76.1 
74.6 
75.1 
75.3 
71.6 
71.0 
69.4 
68.8 

39.0 
43.9 
42.1 
43.6 
45.6 
43.9 
43.7 
46.7 
48.6 
46.3 
43.3 
45.6 
46.7 
45.6 
45.7 
46.4 
44.9 
44.4 
43.3 
42.8 

Sources: Quarterly Industrial Inquiries, Irish Statistical Bulletin, 1969-1979; Report of the Department 
of Social Welfare, 1967-1971, 1972-1975 and 1976-1978. 
Notes: (i) The figures for September 1967 and 1968 are based on earnings in October 1967 and 1968 
while those for December 1967, March, June and December 1968 and March and June 1969 are linear 
interpolations. The figures for March and June 1967 are averages of the figures for September and 
December 1967. 

(ii) F R = flat-rate, PR = pay-related. 



Tabic A 2 : Nominal and real value of unemployment benefit and unemployment assistance payments, 1967:3-1978:4 

Nominal Real 
C P I 

Quarter Single man Single Married man with Single man Single Married man with Mid-
woman 4 children woman 4 children November 

1 9 6 8 = 1 0 0 

UB UA UB UB UA UB UA UB UB UA 

1967 September 2.62 2.20 2.62 6.72 5.62 2.78 2.34 2.78 7.13 5.97 94.2 
December 2.68i 2.29i 2.68i 6.84i 5.93i 2.83i 2.421 2.83i 7.21i 6.26i 94.8 

1968 March 2.74i 2.38i 2.74i 6.97i 6.24i 2.83i 2.46i 2.83i 7.20i 6.451 96.8 
June 2.8 l i 2.48i 2.81i 7.09i 6.56i 2.86i 2.52i 2.86i 7.21i 6.67i 98.3 
September 2.87 2.57 2.87 7.22 6.87 2.91 2.61 2.91 7.33 6.97 98.5 
December 2.96i 2.69i 2.96i 7.53i 7.12i 2.96i 2.69i 2.96i 7.53i 7.12i 100.0 

1969 March 3.06i 2.82i 3.06i 7.84i 7.37i 2.96i 2.73i 2.98i 7.59i 7.13i 103.3 
June 3.15i 2.94i 3.16i 8.16i 7.62i 3.00i 2.80i 3.01i 7.76i 7.251 105.1 
September 3.25 3.07 3.25 8.47 7.87 3.04 2.87 3.04 7.93 7.37 106.8 
December 3.25 3.07 3.25 8.47 7.87 3.02 2.85 3.02 7.87 7.31 107.6 

1970 March 3.75 3.07 3.75 9.48 7.87 3.43 2.81 3.43 8.67 7.19 109.4 
June 3.75 3.07 3.75 9.48 7.87 3.29 2.70 3.29 8.32 6.91 113.9 
September 3.75 3.60 3.75 9.48 8.90 3.24 3.11 3.24 8.19 7.69 115.8 
December 4.50 3.60 4.50 10.75 8.90 3.80 3.04 3.80 9.08 7.52 118.4 

1971 March 5.40 3.00 4.50 10.75 8.90 3.74 2.99 3.74 8.94 7.40 120.3 
June 4.50 3.60 4.50 10.75 8.90 3.64 2.91 3.64 8.70 7.20 123.6 
September 4.50 3.95 4.50 10.75 9.55 3.57 3.13 3.57 8.53 7.58 126.0 
December 4.95 3.95 4.95 11.50 9.55 3.85 3.07 3.85 8.94 7.43 128.6 

1972 March 4.95 3.95 4.95 11.50 9.55 3.76 3.00 3.76 8.74 7.26 131.5 
June 4.95 3.95 4.95 11.50 9.55 3.71 2.96 3.71 8.61 7.15 133.5 
September 4.95 4.35 4.95 11.50 11.55 3.61 3.17 3.61 8.38 8.42 137.2 
December 5.55 4.35 5.55 14.00 11.55 3.99 3.12 3.99 10.06 8.30 139.2 

1973 March 5.55 4.35 5.55 14.00 11.55 *3.84 3.01 3.84 9.68 7.98 144.7 
June 5.55 4.35 5.55 14.00 11.55 3.72 2.92 3.72 9.39 7.75 149.1 
September 6.55 5.35 6.55 17.50 15.05 4.29 3.51 4.29 11.47 9.86 152.6 
December 6.55 5.35 6.55 17.50 15.05 4.18 3.41 4.18 11.16 9.60 156.8 

1974 March 6.55 5.35 6.55 17.50 15.05 3.99 3.26 3.99 10.66 9.17 164.2 
June 14.11 5.35 7.39 25.06 15.05 8.14 3.09 4.26 14.46 8.68 173.3 
September 15.31 6.35 8.59 28.36 17.85 8.51 3.53 4.77 15.76 9.92 179.9 
December 15.31 6.35 8.59 28.36 17.85 8.13 3.37 4.56 15.07 9.48 188.2 

1975 March 17.74 6.35 10.01 30.79 17.85 8.73 3.12 4.92 15.15 8.78 203.3 
June 19.39 7.70 11.66 35.19 21.55 8.99 3.57 5.41 16.31 9.99 215.7 
September 19.39 7.70 11.60 35.19 21.55 9.06 3.60 5.45 16.44 10.07 214.0 
December 19.89 8.10 12.16 36.64 22.75 9.05 3.68 5.53 16.66 10.35 219.9 

1976 March 22.97 8.10 13.84 39.72 22.75 9.73 3.43 5.86 16.83 9.64 236.0 
June 23.97 8.90 14.84 42.47 25.05 9.56 3.55 5.92 16.94 9.99 250.7 
September 23.97 8.90 14.84 42.47 25.05 9.42 3.50 5.83 16.69 9.85 254.4 
December 23.97 8.90 14.84 42.47 25.05 9.04 3.36 5.60 16.01 9.45 265.2 

1977 March 25.30 8.90 17.65 43.80 25.05 9.19 3.23 6.41 15.91 9.10 275.3 
June 26.85 10.20 19.20 47.95 28.70 9.40 3.57 6.72 16.78 10.05 285.7 
September 26.85 10.20 19.20 47.95 28.70 9.30 3.53 6.65 16.61 9.94 288.7 
December 27.45 10.70 19.80 49.65 30.05 9.34 3.64 6.74 16.90 10.23 293.8 

1978 March 27.45 10.70 21.95 49.65 30.05 9.21 3.59 7.37 16.66 10.08 298.0 
June 28.75 11.75 23.25 53.20 33.10 9.48 3.88 7.67 17.55 10.92 303.2 
September 28.75 11.75 23.25 53.20 33.10 9.20 3.76 7.44 17.02 10.59 312.5 
December 28.75 11.75 23.25 53.20 33.10 9.07 3.71 7.33 16.78 10.44 317.1 

1979 March 28.75 11.75 23.25 53.20 33.10 8.70 3.56 7.04 16.11 10.02 330.3 

Sources: As for Tabic A1. 
i = linear interpolation. 



Table A 3 : Data on vacancies in manufacturing industry, changes in employment in Trans
portable Goods Industries, inflows on to the Live Register, and the duration of flat-rate 

unemployment benefit, 1967:3-1978:4 

, ^ Proportion of Inflows on to the Live Register Duration of 
Year and Quarter firms reporting a • i flat-rate 

shortage of labour DETGI Males Females benefit 
VACM VACF UB UA UT UB DUB 

(1) (2) (3) (4) (5) (6) (7) (S) 
25 August 1967 1.2 .497 .175 .672 .336 156 
24 November 1967 0.1 '.510 .204 .714 .346 156 
23 February 1968 -0.2 .491 .172 .663 .281 312 
31 May 1968 5.1 .432 .130 .563 .313 312 
30 August 1968 2.2 .397 .122 .519 .231 312 
29 November 1968 2.1 .517 .167 .684 .304 312 
28 February 1969 1.9 .553 .121 .674 .376 312 
30 May 1969 9.60 10.56 4.6 .281 .111 .392 .159 312 
29 August 1969 5.10 16.20 . 2.6 .264 .135 .399 .136 312 
28 November 1969 6.58 7.99 1.0 .404 .133 .537 .248 312 
27 February 1970 4.44 7.40 -4.2 .519 .145 .664 .203 312 

May 1970 3.60 6.00 3.3 312 
28 August 1970 4.81 8.88 3.0 _ 312 
27 November 1970 3.15 5.60 -0.9 .448 .157 .606 .318 312 

February 1971 2.17 7.75 -2.7 _ 312 
28 May 1971 1.60 6.72 0.6 _ 312 
27 August 1971 1.52 9.88 -0.7 .354 .101 .455 .264 312 
26 November 1971 0.30 3.30 -1.2 .522 .254 .777 .323 312 
25 February 1972 1.68 4.80 . -1.5 .480 .162 .642 .307 312 
26 May 1972 1.86 4.96 3.6 .354 .134 .489 .239 312 
25 August 1972 1.90 2.70 1.7 .376 .150 .525 .284 312 
24 November 1972 1.95 5.25 0.6 .424 .188 .612 .253 312 
23 February 1973 3.15 4.90 2.4 .420 .174 .595 .259 312 
25 May 1973 4.73 3.01 4.7 .279 .149 .429 .212 312 
31 August 1973 4.24 11.13 0.9 .271 .128 .399 .219 312 
30 November 1973 2.90 7.54 2.2 .358 .124 .482 .231 312 
22 February 1974 3.6 4.7 0.6 .385 .137 .522 .306 312 
31 May 1974 5.6 5.7 1.9 .445 .123 .568 .245 312 
30 August 1974 3.8 3.5 -1.8 .379 .155 .534 .428 312 
29 November 1974 1.5 0.8 -2.5 .516 .171 .688 .547 312 
28 February 1975 0.1 1.0 -6.6 .526 .169 .694 .500 312 
30 May 1975 0.1 1.5 -3.5 .516 .155 .672 .440 312 
29 August 1975 0.1 0.7 -3.2 .539 .197 .736 .478 312 
28 November 1975 0.1 1.0 0.0 .666 .268 .934 .425 312 
27 February 1976 0.1 0.6 -2.7 .478 .259 .736 .426 312 
28 May 1976 0.2 0.4 3.7 .411 .162 .573 .460 390 
27 August 1976 0.2 0.7 2.0 .389 .184 .573 .500 390 
26 November 1976 0.2 0.8 2.3 .414 .218 .631 .419 390 
25 February 1977 0.3 0.6 0.2 .431 .256 .688 .400 390 
27 May 1977 0.6 0.7 3.0 .390 .218 .608 .327 390 
26 August 1977 0.2 0.5 1.3 .374 .213 .587 .453 390 
25 November 1977 0.9 0.4 0.2 .415 .267 .683 .464 390 
24 February 1978 1.1 0.3 0.1 .449 .237 .686 .351 390 
26 May 1978 1.3 0.9 4.1 .313 .198 .511 .354 390 
25 August 1978 2.3 1.3 1.7 .340 .216 .557 .349 390 
24 November 1978 5.0 0.6 2.0 .381 .202 .582 .396 390 

Source: (1) and (2): Walsh (1977. Table 1) and own calculations; (3) Irish Statistical Bulletin, 1969-
1979; (4)-(7) Quarterly Survey of Registration on Live Register and own calculations; (8) Report of 
Department of Social Welfare, 1967-1971, 1972-1975 and 1976-1978. ! 
Note: The figures for inflows on to the Live Register have been multiplied by 100. 



Figure A l : Weighted average flat rate and pay-related replacement ratios, quarterly 1967-79 
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