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Abstract 

 

This thesis investigates the effects of increasing the generosity of the Swedish unemployment benefit 

on labor outcomes. This is done using a regression discontinuity model on displaced Swedish white-

collar workers between years 2004-2015 studying unemployment duration and post-unemployment 

wages. The study exploits an age threshold determining eligibility to a complementary insurance to 

the general benefit. The results show no significant effect of increasing the monthly unemployment 

benefit of a factor of between 0.1 to 0.4 to previous wage on the length of unemployment or wages. 

The results are robust when restricting the sample to examine heterogeneous effects. Results are also 

consistent when altering the specification. The study finds similar results as most of the literature when 

focusing on reemployment wages, but contrasts much of the research on unemployment spells.  
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Introduction 

The issue about how generous the unemployment insurance system should be is one of the most 

discussed topics in labor economics. The issue has huge policy relevance as the insurance has 

importance both for society-level labor supply and the well-being of citizens. One typical concern 

among economists historically, is that too generous benefits disincentivizes work and thereby 

decreases tax revenues. If individuals care both about consumption and leisure, some might abstain 

from working if the additional increase in income is too small. At the same time, politicians typically 

have an ambition to increase equality between groups in society. If so, then there would be reason for 

the government to subsidize unemployed displaced workers for social reasons. Another argument in 

favor of a generous public insurance would be if citizens face liquidity constraints which complicates 

smoothing of consumption when out of work. The government can then resolve these constraints by 

offering generous public insurance. 

Unsurprisingly, the literature on the topic of unemployment insurance is both rich and broad. The focus 

of researchers historically has been whether the generosity of the unemployment insurance affects time 

between jobs. A well-established result from research is that increasing the generosity of the 

unemployment insurance indeed disincentivizes job search and increases unemployment. Barron & 

Mellow (1979) model individuals’ job-searching intensity which is determined by their reservation 

wage and skill. The model predicts that generous unemployment benefits lead to decreased effort for 

job-applicants. Similarly, Card, Chetty & Weber (2007) finds that Austrian job-searchers decreased 

their job-finding rate by 8-12 % when receiving a lump-sum payment of about two months of earnings. 

The authors also find that extending the duration of benefits from 20 to 30 weeks decreases the job-

finding rate by 5-9 % in the first 20 weeks. This negative relationship is consistent with most studies, 

among them Moffitt (1985), Ehrenberg (1976), Classen (1977), Solon (1979) and Lalive (2007). 

However, there is still no consensus in the literature on how increasing the generosity of unemployment 

benefits affects the type and quality of jobs post-unemployment. More recent literature has tried to 

assess the possible benefits of the unemployment insurance by looking at the reemployment wages as 

an outcome variable. Do more generous benefits allow people to abstain from jobs that are below their 

skill-level? If increased benefits encourage better matching on the labor market, then it would be 

meaningful to distinguish between productive and unproductive job-search. It is also possible that 

more generous benefits increase the bargaining power of displaced workers on the labor market, which 

in turn would improve matching. 
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The literature concerning this research question is more ambiguous. Nekoei & Weber (2017) 

investigates displaced Austrian workers and exploit an age threshold to infer how more generous 

unemployment benefits impacted reemployment wages. The authors use a regression discontinuity 

approach, exploiting a threshold which increased the generosity significantly based on the age of the 

displaced worker. They find a small but statistically significant positive impact on wages, while 

reaffirming that periods of unemployment increased. Other studies with similar focus have found 

varying results. Some have confirmed Nekoei & Weber’s findings while others have found negative 

or insignificant results. 

In sum, as previous economic literature is more ambiguous on the importance of this relationship, more 

research is needed. Even if the issue has received more attention in recent years, the unbalance with 

respect to how unemployment benefits affect absence from the workforce is still significant. The 

relevance of the topic relates both to evaluating the Swedish unemployment benefit system but also to 

answer more general questions about how the generosity of insurances impacts labor market outcomes. 

This thesis contributes to this field by exploiting a natural experiment which resembles a randomly 

assigned treatment and thereby eliminates possible confounders and bias. In addition, high quality 

Swedish administrative micro level data is exploited to approach this still unresolved issue. The 

research question of this study is therefore: 

Do more generous unemployment benefits increase unemployment spells or reemployment wages for 

recipients? 

The thesis proceeds as follows. First, an overview on the previous literature on unemployment benefits 

and their effect on labor market outcomes is presented. In the Theoretical Framework chapter, theories 

relating to the possible mechanisms of how unemployment benefits might impact job quality are 

discussed. The Swedish A-kassa system and particularly AGE with relevant generosity age thresholds 

is presented in the Background section. In the Empirical Framework chapter, the methodology of the 

study is presented along with the econometric specification. This is followed by a presentation of the 

data used to answer the research question. Summary statistics are then presented along with relevant 

robustness checks in the Descriptive Statistics chapter. Lastly, the Results and Conclusion chapters 

follow. 
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Literature review 

Previous literature on the effect of the generosity of unemployment benefits has mainly focused on the 

length of unemployment. In sum, this relationship is very robust and is supported by most findings. 

Several important papers show that increasing the generosity of the unemployment benefit decreases 

the probability of an individual leaving unemployment. Meyer (1999) studies this relationship by 

examining behavior among unemployed individuals whose benefits are about to expire. The study 

finds that while the probability of leaving unemployment increases during the last weeks, the impact 

is significantly larger for those who receive more benefits. Rothstein (2011) finds a similar relationship 

examining dramatic expansions of the unemployment benefit programs in the United States during the 

Great Depression. The study exploits variation in generosity between states and over time to infer the 

impact on unemployment spells. The results show that the nationwide unemployment rate increased 

by between 0.1 and 0.5 percentage points because of these reforms. 

Although the relationship between the generosity of the benefit and unemployment spells is well-

researched this study can contribute by examining how large the impact is in a Swedish context. 

Furthermore, inferring the estimated importance has an important policy relevance when evaluating 

how the benefit system affects labor outcomes.  

In recent years, interest in how unemployment benefits affect displaced individuals has broadened. A 

growing literature has evolved during the last 20 years with the ambition of estimating the impact of 

unemployment benefits on the quality of the work in the post-unemployment period. The idea is that 

a generous unemployment benefit not only prolongs unemployment, but also improves matching 

which is shown by increased wages (or decreased wage drop) at the new workplace. 

Addison & Blackburn (2000) is one early example of this more broadened approach. The authors 

investigate the possible relationship between insurance generosity and reemployment wage by 

studying displaced American workers in the 1980s. However, they find little support for there being a 

positive effect on reemployment wages. In a more recent study Nekoei & Weber (2017) tries to infer 

the same relationship by looking at laid off Austrian workers and exploiting a natural experiment based 

on an age threshold around 40 years of age. The authors find a positive impact of an increase in the 

duration of the payments on post-unemployment wages. An increase from 30 to 39 weeks of 

unemployment led to an increase in wages by about 0.45 %-points. The authors also find that the main 

driver of this wage increase is that workers apply for work at better paying employers, typically those 

with older and higher male share of employees. The effect of workers seeking employment in new 

sectors of work negligible. 
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The findings in Nekoei & Weber (2017) are not uncontested. Schmieder, von Wachter & Bender 

(2016) use German data to evaluate how extensions in the employment insurance affect reemployment 

wages. The authors use a similar methodology, exploiting sharp age discontinuities in the German 

system. They instead find a negative post-unemployment wage when unemployment insurance 

eligibility is prolonged. The main driver according to the authors is a decrease in the reservation wage 

when unemployment spells are prolonged. 

van Ours & Vodopivec (2007) aims at estimating the same relationship. The authors use a different 

method by looking at a different natural experiment - the introduction of a public unemployment 

insurance law in Slovenia. The authors use a difference-in-differences strategy to evaluate how the 

reform affected reemployment wages for unemployed Slovenians. The authors also estimate the 

likelihood of going from a temporary to a permanent employment and the tenure of the post-

unemployment work and find no significant effects on either outcome despite significant changes in 

the benefit level. 

In sum, researchers have historically primarily focused on the period between displacement and 

reemployment. In recent years, more attention has been given on the relation between the quality of 

the new employment and unemployment benefits. Regarding the latter, estimates have typically been 

quite small or nonsignificant. There is no consensus in the empirical findings if wage increases or 

decreases are to be expected. The ambition of this thesis is to bring more evidence into this still largely 

unexplored field about how the generosity of unemployment insurance impacts reemployment wages.  
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Theoretical Framework 

This section discusses theories in previous literature relating to the effects of the generosity of the 

unemployment insurance systems. Effects both on the longevity of non-employment and the post-

unemployment wage is discussed. 

Nekoei & Weber’s possible drivers of increased reemployment wage 

In their paper on the effects of unemployment benefits on wages, Nekoei & Weber (2017) try to discern 

the possible determinants of the reemployment wage. The authors mention different potential 

mechanisms that affect the post-unemployment. 

Firstly, the authors argue that when the generosity of the unemployment benefit increases, the 

bargaining power of the employee increases and thereby the reservation wage. This could either be 

due to an increase in the payments or a prolonged eligibility. The argument goes that if the displaced 

worker’s urgency to find a new employment decreases, it makes it more difficult for the employer to 

exploit this by successfully offering a low wage. 

The second mechanism discussed by Nekoei & Weber is the hypothesis that displaced workers with 

generous payments can wait for good offers from employers which would in turn lead to higher wages, 

referring to an argument made by Marimon & Zilibotti (1999). If the laid off worker can wait for and 

decline job offers, this would have a positive impact on the reemployment wage. The increased wage 

here stems from sorting on the labor market, where individuals can improve their matching. An 

important difference to the reservation wage argument is that also employers benefit from this effect 

while wage increases come at the expense of firms in the forementioned case. 

To summarize, there are several arguments in the previous literature of why the reemployment wages 

should increase with a more generous unemployment benefit system relative to the case of a stricter 

system. Noteworthy is that both theoretical and empirical results regarding the increased length of 

unemployment are consistent with these theories. The empirical research on consumption patterns is 

an important evolvement of this field, which nuances the effects of prolonged eligibility or increased 

generosity of the unemployment benefits. 

Liquidity effects 

Chetty (2008) discusses the causes of why generous unemployment insurance seem to cause prolonged 

unemployment. He makes a distinction between moral hazard effects and liquidity effects caused by 

the insurance. The former effect is that insured workers that are laid off can receive unemployment 

benefits while enjoying the extra leisure. A generous system reduces the marginal benefit of finding a 
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job and thereby disincentivizes from applying for new work. According to Chetty, this previously 

dominating view relies on the individual having perfect access to borrowing and is not sufficient to 

describe how a rational agent would act. 

The second and disregarded effect from being laid off, while being insured, stems from liquidity 

constraints that individuals face. If individuals are unable to efficiently smooth their consumption over 

the life-cycle due to inability to borrow, then the insurance can be used to solve this issue. He also 

shows empirically that individuals who are constrained are more affected by generous systems and 

draws the conclusion that roughly 60 % of the increase in unemployment duration is due to liquidity 

effects. If this result is robust, it implies that a method of decreasing unemployment would be to 

improve individuals loan alternatives, taking away these constraints. 

Chetty’s result is important because it highlights and nuances that the unemployment duration is not 

only a function of the generosity of the system but also of other factors. The same argument has also 

been made by Gruber (1997). He exploits American panel data on consumption and shows that in 

absence of public unemployment benefits, consumption would have fallen threefold as much (over 7 

% instead of actually 2.7 %) which implies that liquidity effects are important when evaluating the 

benefits of unemployment insurance. 
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Background 

The Swedish UI system 

In Sweden, a large majority of blue-collar workers are part of a collective bargaining agreement which 

determines the benefits of the unemployment benefits on the labor market. One such important 

agreement is between the union PTK and Confederation of Swedish Enterprises (Svenskt Näringsliv) 

which covers most of the privately employed blue-collar workers in Sweden (roughly one million 

individuals). In this agreement, workers that are laid-off due to shortage of work receive a general 

unemployment benefit (a-kassa). 

The generosity of the general unemployment benefit varies depending on the wage level of the 

displaced individual. The nominal rate of compensation has been 80 % of the previous wage for the 

last decades, but due to a cap in absolute terms most workers have actual coverage levels of around 50 

%. These levels also vary between years due to policy choices of the incumbent government. The cap 

is shown in Table 1 and Figure 1. (IAF, 2022) 

Table 1. 

Maximum levels (per workday and month in SEK) in the a-kassa for 2004-2015. A working month 

consists of 21.67 days. 

Years 2004-2006 2007-2015 

Daily levels 730 680 

Monthly levels 15820 14740 

 

 

Figure 1. A-kassa received and pre-unemployment wages by displacement year in the sample. 
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However, some workers also receive a complementary benefit called Avgångsersättning or AGE. To 

be eligible this additional benefit there are several requirements that need to be fulfilled. Firstly, the 

employee must have a monthly income of at least 27 100 SEK and be between 40 and 64 years when 

employment is terminated. On the month when the beneficiary turns 65, all payments stop. Secondly, 

there are some requirements that relate to how the employment is terminated. The employment must 

end due to shortage of work for the displaced worker to be eligible. The extent of the termination of 

employment must be at least 20 % of a full-time employment and the employee must have been 

permanently employed ex-ante. Finally, the employee must have a tenure of at least five years at the 

time of the layoff to be eligible for unemployment benefits. (Trygghetsrådet, 2022a) 

How much is paid out through this system is based on several factors. The wage level of the employee 

when laid off is the most important determinant. Typically, the displaced worker receives 70 % of the 

previous salary for the first 130 days of unemployment. The system is more generous for older workers. 

Those aged 45 or older receive an additional 50 % of the salary during days 131-260 of unemployment. 

This is extended to days 131-390 for workers aged 60 or older. Those below 40 years are not eligible 

for AGE at all. A requirement for this additional support is that the wage when laid-off is at least 

33 300 SEK. (Trygghetsrådet, 2022b) 

 

Table 2. 

The AGE system as of January 2020. 

 Ages 40-44 Ages 45-59 Ages 60-64 

33 300 SEK or more 70 %, days 0-130 70 %, days 0-130 

50 %, days 131-260 

70 %, days 0-130 

50 %, days 131-390 

27 100-33 299 SEK 

 

70 %, days 0-130 70 %, days 0-130 70 %, days 0-130 

 

As shown in Table 2, the AGE system is differently generous depending on the age of the laid-off 

worker, granted that the end wage is at least 33 300 SEK. Interestingly, the age is measured at the last 

day of employment which means that if a worker turns 45 or 60 during a period of unemployment, the 

benefit level is not increased retroactively. Similarly, turning 40 during unemployment does not make 

a displaced worker eligible for AGE. 
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Like the a-kassa, the AGE also has an upper bound which varies depending on the year of 

displacement. However, this cap is set at a much higher level which means that few individuals face 

this cap unlike in the case of the general benefit. The levels are shown in Table 3. These levels are also 

chosen by the government through the income base amount for the relevant year multiplied by a scalar 

of 1.4. 

Table 3. 

Maximum benefit levels (per month in SEK) in the AGE-system for 2004-2015. 

2004 2005 2006 2007 2008 2009 

59220 60640 62300 64260 67200 71260 

2010 2011 2012 2013 2014 2015 

71540 72940 76440 79240 79660 81340 

 

Important to note is that while the age threshold has been part of the system since the 1970s, the wage 

limits are modified every other year. The system was made more generous in April 2020, because of 

the corona pandemic. Another important factor to note is that the counterfactual of receiving AGE is 

to only get the general A-kassa benefit. In the A-kassa system, the ratio between benefits to pre-

displacement wage is declining for those with high wages. Typically, those with relatively low wages 

receive 70-80 % of their previous wage even without AGE. Therefore, the AGE system mainly benefits 

those in the top of the income distribution who often experience an income drop of 50 % when 

displaced. 

The AGE benefit is not paid out automatically to those that are eligible for the support. For a displaced 

worker to receive the money, both the employer and the employee must send in an application to 

Trygghetsrådet, which is an organization cofounded by the two relevant unions. This is typically done 

online. The deadline for doing this is two years after the displacement date and no benefits are paid 

out until approval. If the displacement firm is bankrupt, the liquidator can send in an application 

instead. (Trygghetsrådet, 2022c) 

  



13 
 

Empirical Method 

In this section, the empirical method of the study is discussed. First the regression discontinuity 

specification is presented. Thereafter, the identifying assumptions required for the estimates to be 

credible are discussed. Finally, a few acknowledgements regarding the limitations of the methodology 

are made. 

Specification 

The ideal experiment would be to randomize the generosity of the unemployment benefits and thereby 

making treatment uncorrelated with confounding variables. This would then completely isolate the 

effect of a prolonged insurance on the outcome variable, post-unemployment wage. However, this is 

likely not feasible due to practical and ethical reasons. 

A second-best strategy to find the effect of an increased unemployment benefit on reemployment wage 

is to exploit a natural experiment. To find the causal effect of an increase in the generosity of the 

unemployment benefit, the age cutoff of 40 years of age is exploited. As discussed in the Background 

chapter, the eligibility to AGE is determined by the age of the employee at the last day of employment. 

If workers around this threshold are similar in confounding factors, the treatment is randomly assigned 

as if it was a randomized experiment. This trait is exploited in the study through the regression 

discontinuity methodology. 

The following specification is used: 

𝐹𝑖𝑟𝑠𝑡 𝑠𝑡𝑎𝑔𝑒: 𝐵𝑒𝑛𝑒𝑓𝑖𝑡𝑖 = 𝜋1(𝐴𝑔𝑒𝑖 ≥ 40) + 𝑓𝑎(𝐴𝑔𝑒𝑖) + 𝑓𝑏(𝐴𝑔𝑒𝑖)(𝐴𝑔𝑒𝑖 ≥ 40) + 𝜋2𝑇 + 𝜋3𝑋𝑖 + 𝑢𝑖 

𝑅𝑒𝑑𝑢𝑐𝑒𝑑 𝑓𝑜𝑟𝑚: 𝑊𝑎𝑔𝑒𝑖 = 𝛾1(𝐴𝑔𝑒𝑖 ≥ 40) + 𝑓𝑐(𝐴𝑔𝑒𝑖) + 𝑓𝑑(𝐴𝑔𝑒𝑖)(𝐴𝑔𝑒𝑖 ≥ 40) + 𝜋2𝑇 + 𝛾3𝑋𝑖 + 𝑣𝑖 

The 𝐵𝑒𝑛𝑒𝑓𝑖𝑡𝑖-variable stands for the predicted sum of benefits (a-kassa and AGE) received when displaced. 

This metric is calculated by using the wage when displaced and the relevant benefit level for the year of 

displacement (a-kassa and AGE systems combined). The benefit level will be higher for those also eligible for 

AGE. The Wagei-variable stands for the post-unemployment wage. 𝜋1 and 𝛾1 are dummies which takes 

on the value 1 if an individual is 40 years or older at the time of the displacement. The causal effect of 

being treated, in this case eligibility for AGE, is 𝛾1/𝜋1. In addition to this, the running variable age is 

included within 𝑓𝑎−𝑓 which are functions adapted to match how age affects benefits and reemployment 

wage. 𝑋𝑖 is a vector of control variables used to decrease standard errors and thereby increase power. 

Control variables used in this study are tenure at the previous workplace and previous wage. Finally, 

𝑢𝑖 and 𝑣𝑖 denotes the error terms. 
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An advantage with the first stage benefit variable is that it is possible to predict the size of treatment 

for all observations in the sample whose pre-unemployment wage is known. This is because the benefit 

level is determined by the previous wage both in the a-kassa and AGE systems. However, a 

disadvantage is that observations where pre-unemployment wage is unknown cannot be included in 

the regressions. Therefore, a complementary approach is used where all individuals above the age 

threshold are assumed to be treated. This setup improves power by increasing the number of 

observations at the expense of the possibility of calculating the exact increase in benefit level. The 

equation of interest follows.  

𝐹𝑖𝑟𝑠𝑡 𝑠𝑡𝑎𝑔𝑒: 𝑊𝑎𝑔𝑒𝑖 = 𝜋1(𝐴𝑔𝑒𝑖 ≥ 40) + 𝑓𝑎(𝐴𝑔𝑒𝑖) + 𝑓𝑏(𝐴𝑔𝑒𝑖)(𝐴𝑔𝑒𝑖 ≥ 40) + 𝜋2𝑇 + 𝜋3𝑋𝑖 + 𝑢𝑖 

Identifying assumptions 

For the regression discontinuity approach to be feasible, a few assumptions need to be made. The 

methodology relies on it being random whether a layoff occurs just before or after the age threshold 

of 40 years. If workers can manipulate the timing of their layoff, there are strong incentives for them 

to arrange so that they are eligible for AGE. This assumption can be checked by plotting the density 

of layoffs over ages around the threshold. If the assumption holds, the number of layoffs is roughly 

the same below as above the age threshold. However, if there is a lot more layoffs among 40-year-olds 

than 39-year-olds it would be unreasonable to assume that the selection into treatment is only due to 

chance. 

This can be expressed formally as follows: 

lim
Δ ↓ 0

 𝐸(𝑢𝑖  | 𝑎𝑔𝑒𝑖 = 40 + Δ) =  lim
Δ ↑ 0

 𝐸(𝑢𝑖 | 𝑎𝑔𝑒𝑖 = 40 + Δ)  

An important assumption is that in absence of the AGE system, the post-unemployment wage would 

be the same for treatment and control group. If there are other effects taking place when individuals 

turn 40 that have an impact on either the treatment assignment or the post-unemployment wage, the 

assumption that all effects are due to the change modeled in the specification becomes unreasonable.  

Limitations to the specification 

One important limitation of the regression discontinuity methodology is that the estimated effect stems 

from those in the age group close to the 40-year threshold. This drawback affects the external validity 

of the results and needs to be considered when generalizing the results to other age groups. If the effect 

of being eligible AGE differs between age groups, then it would be misleading to use the estimates to 

evaluate the effect more generally. 
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Data 

Sources and observed characteristics 

The study exploits Swedish micro level administrative data on individual who were displaced between 

years 2004 – 2015. The reason for using this period is to guarantee complete data from all data sources, 

while at the same time making sure that the benefit policy is unchanged. 

Data on displacements are retrieved from the Swedish Public Employment Service 

(Arbetsförmedlingen). The data contain all reported layoffs during the years of interest with 

information on which individuals, firms, and the dates of their last day of work. However, it does not 

include all displacements on the labor market. Employers are only mandated to report displacements 

to the authorities if at least five employees in the same region are laid off at once. This is therefore an 

underestimate of all displacements. This data also contains information on which dates all Swedish 

individuals have registered and unregistered as unemployed. (Arbetsförmedlingen, 2022) 

Demographic data are retrieved from Statistics Sweden (SCB, LISA). Particularly, birth year and 

month and background characteristics are of interest. One issue is that due to confidentiality, it was 

not possible to retrieve the exact birth date of individuals. There is therefore a small measurement error 

in the running variable. To solve this issue, individuals that are just a couple of weeks from the age 

threshold are omitted as it is not possible to confidently determine whether they were treated or not. 

The background characteristics used are educational level and number of children in the household. 

Furthermore, data on when individuals worked for different employers are collected from Statistics 

Sweden (SCB, RAMS). The register holds information on which months all individuals worked for 

different employers and different workplaces within firms. This data is used to determine tenure when 

displaced and the length of the unemployment spell once displaced. This data is only measured at the 

month level which causes a small measurement error. 

Finally, data on wages are also collected from Statistics Sweden (SCB, Lönestrukturstatistik). The 

wage used is the monthly wage including variable income sourced such as unsocial hours payments 

etc. This data is not complete, and only covers about half of the population due only a random sample 

is collected by Statistics Sweden. Therefore, when matching it with data from displacement records a 

large share of individuals have missing values. Luckily, the attrition is random due to the method that 

it is collected and there is therefore no selection that can bias the results in any direction. 
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As the individuals’ age at their last day of employment is the running variable, both individuals below 

and above 40 are kept from the raw data. However, individuals who do not meet the requirements to 

receive AGE in terms of tenure or previous wage are omitted. 

Ideally, data on received benefits (both from the general system and AGE) would have been ideal to 

have. Especially as there is likely to be attrition as not all eligible for AGE will apply for it. Therefore, 

the study will focus on the effect of being eligible for the additional benefit. This has some implications 

for the interpretation of the results as the estimated effect is likely to be smaller in comparison to if it 

was the effect of actual received benefits that was studied. However, the relevance is still significant 

as it is interesting to know whether the right to receive a benefit has any effect on outcomes for 

displaced workers. 

Choice of relevant group 

The data from the Swedish Public Employment Service contains information on all individuals who 

have been reported by the firms. Employees must be noticed about their layoff a few months in 

advance, which means that they have time to look for new employment before their employment is 

ended. This means that many employees find new employment before their displacement date and 

never become unemployed. It is also common that employers change their mind and decide to keep 

the employees a few weeks after the notice date. 

Due to this, many individuals who have been reported as displaced never register as unemployed. 

There are also many individuals who register as unemployed before their last day of work as many 

workers suspect in advance that they will enter unemployment once their employment is ended. 

Because the entrance date in the unemployment registers is unreliable as a measurement of how long 

they have been out of work, the last day of work will be used as the starting date of unemployment in 

this study. 

Conclusively, there are two possible groups of analysis, either all individuals who were reported as 

displaced (including those who have never entered unemployment) or only those who have been 

unemployed. On the one hand, individuals can be assumed to be forward-looking and thereby affected 

by the unemployment benefit levels even before the displacement date. However, those who can find 

new employment before their displacement date are likely to be more skilled and therefore unlikely to 

be concerned about becoming unemployed and the associated benefit levels. Taking this into account, 

this thesis uses the second approach as there is a stronger case that they will be directly affected by the 

benefit levels. Only individuals who show in the unemployment registers are used in the analysis. 
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Displaced individuals who never register as reemployed are assumed to find reemployment on the last 

day of the observed time spell (February 15th 2016 in this case). This is obviously not a true 

representation of the actual outcomes for these individuals, as it understates the length of their 

unemployment spells and likely by a lot in individual cases. However, this is not an issue for the design 

as this is likely to be unassociated with treatment status. 

Descriptive Statistics 

This chapter describes the data used for the regressions performed later in the study. Validity checks 

associated with the regression discontinuity design are also performed. Firstly, a density around the 

age threshold is checked using the number of displaced individuals by displacement age. Secondly, 

pre-unemployment wages and tenure are also graphed and evaluated around the age threshold. Note 

that individuals with less than five years of tenure, below the wage threshold or close to the age 

threshold are omitted in all figures and tables. For additional descriptive statistics related to the 

geographical spread of the layoffs and distributions of some of the main variables of interest see the 

Appendix.  

Table 4. 

Summary statistics. All displaced individuals 2004-2015, ineligible for AGE with respect to tenure 

and income omitted. 

 (1) (2) (3) (4) (5) 

 N Mean SD Min Max 

      

Displacement year 10,953 2,011 2.490 2,005 2,015 

Displacement month 10,953 6.581 3.155 1 12 

Displacement day 10,953 20.94 10.15 1 31 

Birth month 10,953 6.275 3.384 1 12 

Birth year 10,953 1,964 10.51 1,942 1,993 

# of kids 9,309 0.624 0.951 0 6 

Days unemployed 9,348 351.0 366.6 0 3,569 

Displacement age 10,953 47.10 10.67 21.39 65.00 

Ante wage 10,953 34,462 9,280 27,101 167,500 

Tenure 10,953 108.1 33.81 60 192 

Post wage 3,818 30,506 8,060 1,147 97,725 

Post/Ante wage 3,818 0.919 0.172 0.0277 1.994 

Benefit 10,953 22,078 7,498 14,736 77,219 

Benefit/Ante wage 10,953 0.638 0.105 0.164 0.700 

Premium 10,953 9,335 6,426 3,153 62,484 

Premium/Ante wage 10,953 0.250 0.0824 0.116 0.566 
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The summary statistics of the study are presented in Table 4. When the sample is restricted to only 

including those with at least five years of tenure and 27 100 SEK in previous income there are roughly 

43 000 individuals left. On average, the displaced individuals had a previous wage of 34 500 SEK and 

experienced an income drop to 22 000 SEK when displaced. The predicted average difference in 

benefits (premium) between those eligible and ineligible to AGE was about 9 300 SEK. There are 

large spreads in income, tenure ages in the sample. 

Density check 

In Figure 2 the frequency distribution of layoffs on ages is presented. If there is selection around the 

threshold, the likely direction is that individuals would want to be displaced after they have turned 40 

to be eligible for the extra benefit.  

 

Figure 2. Frequency distribution of age at last day of employment. 40 years denotes the cutoff. 

As shown in Figure 2, about 4000 individuals are displaced in any given month in the sample. More 

individuals are laid off shortly after they have turned 40 compared to just before. In Table 5, a formal 

frequency test is made to determine if the distribution is likely to be random. When performing this 
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regression, there is no statistically significant surplus on either side. Therefore, the small discontinuity 

shown in the graph is due to randomness and confirms the hypothesis that there is no strategic behavior 

among the individuals to receive more unemployment benefits. 

 

Table 5. 

Frequency test of displaced individuals around the threshold by age when displaced. Only eligible 

individuals in terms of tenure and wage. 1st order polynomial. 

 (1) 

 # Displaced 

  

Treatment 160.6 

 (308.3) 

Constant 4,268*** 

 (224.0) 

Observations (months) 72 

R-squared 0.014 

Robust standard errors in parentheses. 

*** p<0.01, ** p<0.05, * p<0.1 

 

Balancing tests 

If treatment by AGE is random, there should be no discontinuity around the age threshold. It is then 

also unlikely that it is random whether an individual has been eligible for AGE when laid off. The 

distribution of pre-unemployment wages and tenure on ages are presented below in Figures 3-4. 

Figure 3 shows pre-unemployment wages on displacement ages and there is no significant 

discontinuity at the 40-year threshold. Being just above 40 years is not correlated with wages as shown 

in Table 6. However, those just above the threshold have about four months more tenure than those 

below. This correlation can only be established on the 10 %-level which means that this could be due 

to chance. 40-year-olds in the sample typically have about 100 months of tenure when displaced, which 

means that the difference is small in this context. Table 7 shows that the observed differences in pre-

unemployment wages and tenure are small when looking three years from the cutoff. 



 

Figure 3. Pre-unemployment wages 

(monthly gross wages in SEK) on ages at 

last day of work. 

 

Figure 4. Tenure at last day of work in 

months on ages at last day of work. 

 

Table 6. 

Validity tests. Discontinuities in pre-unemployment wage, tenure at displacement and number 

of kids in the household at the threshold. 

 (1) (2) (3) (4) (5) 

 Ante wage log Ante wage Tenure log Tenure # Kids 

      

Estimates -545.1 -0.0166 2.762 0.0253 0.122 

 (654.8) (0.0174) (2.578) (0.0255) (0.0868) 

      

Observations 10,953 10,953 10,953 10,953 9,309 

      

Bandwidth 10 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 
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Table 7. 

Descriptive statistics. Divided by treatment and control groups, 3 years on each side to cutoff. 

 (1) (2) (3) (4) (5) 

 Untreated group 

 N Mean SD Min Max 

      

Ante wage 794 33,434 7,084 27,103 90,000 

Tenure 794 99.64 29.17 60 192 

Spell 730 283.2 316.2 0 2,331 

Post wage 346 31,210 7,963 16,071 79,310 

Post/Ante wage 346 0.949 0.164 0.477 1.442 

      

 (6) (7) (8) (9) (10) 

 Treated group 

 N Mean SD Min Max 

      

Ante wage 926 34,202 8,615 27,104 97,563 

Tenure 926 106.4 32.19 60 192 

Spell 840 312.1 375.0 0 2,995 

Post wage 382 31,460 9,378 14,875 97,725 

Post/Ante wage 382 0.948 0.189 0.415 1.957 

 

  



22 
 

Results 

In this section, the results of the study are presented. Firstly, the first stage regressions are 

shown with the predicted benefit level as the outcome variable. Thereafter, the first stage 

regressions are used to predict the outcome variables unemployment spell and reemployment 

wage. Lastly, the simplified approach is used omitting the benefit variable as discussed 

previously. 

The bandwidths used in this section are selected by Stata based on the data and then changed 

minorly so that it is consistent regardless of which specification or outcome variable is used. 

Placebo tests are made moving the age threshold to 30 and 50 years of age respectively. The 

results yielded from this are found in the Appendix and show that there is no effect on the 

outcome variables, unemployment duration or reemployment wages which suggests that the 

regression discontinuity design is valid. 

First stage 

As shown in Figure 5, most individuals aged 35-40 earn enough to reach the capped level in 

the a-kassa system. These individuals are not eligible for the AGE-benefit and therefore have 

a lower predicted benefit level. For individuals above the age-threshold, all are assumed to 

claim the extra benefit. Individuals in the treated group receive a higher benefit than the 

untreated individuals. In the whole sample the premium was about 8000 SEK per month in 

income. Noteworthy is also that the spread in benefits within the treated group was larger than 

in the untreated group. This is because fewer individuals reach the cap in the AGE-system in 

comparison to the general a-kassa system. As income is positively associated with age, older 

individuals in the treated group are predicted to receive more in benefits. This relationship is 

not as prevalent in the untreated group as even low-income individuals in the sample reach the 

capped level. 

  



 

Figure 5. Predicted monthly 

unemployment benefits (SEK) on ages at 

last day of work 

 

Figure 6. Predicted monthly 

unemployment benefits (relative to pre-

unemployment wage) on ages at last day 

of work. 

Figure 5 shows the benefit levels in relation to pre-unemployment wage. As expected, the 

relative benefit level decreases with age for the untreated individuals. This is because most 

individuals only eligible for a-kassa reach the cap in absolute terms, which means that high 

income individuals receive less in relation to their previous wage. For those above the 

threshold, few individuals reach the significantly higher maximum benefit level. The premium 

of being eligible in the full sample is about previous wage times a factor of 0.25. 

Due to previous wage being an important determinant of the benefit level, the treatment 

premium is also determined by the pre-unemployment wage. Low-income individuals are 

therefore expected to receive a low treatment premium as their expected benefit from the a-

kassa is high relative to previous wage. However, high-income individuals only receive a small 

portion of their previous wage in benefits due to the cap. Therefore, the premium is much more 

significant for them. 

Figure 7 depicts the size of the premium in relation to previous wage. Due to a change of 

government in 2006, the benefit level in the general system was decreased the following year 

to disincentivize unemployment while the AGE-system was left unchanged. As a result, the 

premium of being eligible for AGE increased. Low-income individuals are predicted to receive 

about 0.1-0.2 times previous wage if eligible for AGE. The highest earners in the sample are 

predicted to receive above 0.4 times previous income excluding the general benefit. 
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Table 8. 

First stage regressions. Controlling for year of displacement. 

 (1) (2) (3) (4) 

 Benefit log Benefit Benefit/Ante 

wage 

log(Ben./Ante 

wage) 

     

Estimates 8,018*** 0.416*** 0.246*** 0.448*** 

 (570.5) (0.0207) (0.00784) (0.0189) 

     

Observations 10,953 10,953 10,953 10,953 

     

Bandwidth 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 

 

 

 

 

Figure 7. Predicted increase in monthly unemployment benefits (relative to pre-

unemployment wage) due to AGE on pre-unemployment wage (monthly in SEK) by year of 

displacement. Only treated individuals. 
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Outcomes 

When plotting the length of unemployment spells on ages, as shown in Figure 7, the length of 

the unemployment spell was about 300 days. As expected, there is an increase in the length of 

the spell at the cutoff by about 45 days when the amount of received benefits is disregarded. 

This means that those eligible for the AGE benefit were unemployed for 45 days longer on 

average compared to ineligible individuals. This discontinuity is however unsignificant as 

shown in Table 9. When the regression is made using the amount of received benefits as a first 

stage, the impact on the unemployment spell is very small and unsignificant, as shown in Table 

9. Reemployment wages changed very marginally at the cutoff as shown in Figure 10. 

However, this change was also shown to be unsignificant. The reason why the estimates in 

Table 9 do not reflect Figures 8-10 exactly is because covariates are included when regressing. 

See the Appendix for outcomes without controls, the results are robust regardless of 

specification. 

The interpretation of this result is that being eligible for the AGE benefit did not increase time 

spent unemployed. This result is surprising both when comparing it to economic theory and 

previous research. There could be several possible explanations for this unsignificant 

relationship between benefits and the length of the unemployment spell. It could be that there 

are other factors than received benefits that are more important in explaining the length of their 

unemployment spells. The white-collar workers in the sample generally have above-average 

education and wages, which could mean that they are not representative to groups examined in 

previous studies. 

Interestingly, when restricting the sample to only include workers in the upper bound of the 

income distribution, the unsignificant results remain (see Appendix). The idea is that the 

premium of being eligible for the AGE benefit is larger for this group, which in turn would 

amplify the causal effects. 

  



 

Figure 8. Number of days in 

unemployment on ages at last day of work. 

Figure 9. Reemployment wages (monthly 

gross wages in SEK) on ages at last day of 

work.

 

 

Figure 10. Reemployment wages (relative to pre-unemployment wage) on ages at last day of 

work. 
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Table 9. 

Outcomes when regressing without the benefit-first stage. Controls are year of displacement, 

tenure, and ante-wage. 

 (1) (2) (3) (4) (5) (6) 

 Spell log 

Spell 

Post 

wage 

log Post 

wage 

Post/Ante 

wage 

log(Post/Ante 

wage) 

       

Estimates 45.15 -0.0236 1,393 0.0431 0.0564 0.0464 

 (54.46) (0.188) (1,283) (0.0387) (0.0356) (0.0387) 

       

Observations 9,348 9,015 3,818 3,818 3,818 3,818 

Bandwidth 10 10 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 

 

Table 10. 

Outcomes regressions using amount of received benefit in 1000s of SEK as first stage. 

Controls are year of displacement, tenure, and ante-wage. 

 (1) (2) (3) (4) (5) (6) 

 Spell log Spell Post wage log Post wage Post/Ante 

wage 

log(Post/Ant

e wage 

       

RD_Estimate 5.234 -0.00281 150.8 0.00467 0.00611 0.00503 

 (6.288) (0.0223) (140.3) (0.00422) (0.00387) (0.00420) 

       

Observations 9,348 9,015 3,818 3,818 3,818 3,818 

Bandwidth 10 10 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 
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Another possible explanation for the unsignificant result could be that the AGE benefit is not 

exploited in the same extent as assumed in this study. As discussed previously, the study must 

assume that all those who are eligible for the extra benefit apply for it. Even if this is what is 

expected from a rational agent, it is unlikely that this is what happens in practice. If a significant 

share of those laid off are unaware of the features of the AGE system, their behaviour will be 

similar regardless of eligibility and explain the results found in this study. 

The unsignificant result in reemployment wages does not contrast previous research as much 

as in the case of unemployment spells. As discussed previously, studies have found varying 

results when examining this relationship. An explanation for the unsignificant result in this 

study could be that laid off white collar workers in Sweden are not pressured to accept job 

offers that are below their skill level. It could also be that the wage spread is lower than in other 

countries which means that small impacts of an increased benefit level are difficult to detect.  

In addition to the results previously presented focusing on the whole sample, a heterogeneity 

check is made which is presented in the Appendix. As discussed previously, the treatment 

effect is expected to be largest for individuals in the top of the income distribution as the 

difference between only receiving a-kassa and claiming the additional AGE is the largest for 

this group (see Figure 6). When restricting the sample to only include high-income earners, the 

results found are not affected. 

Discussion 

The study finds no significant impact on either the duration of unemployment or reemployment 

wages when the benefit-level is increased. In addition, the validity tests show little evidence of 

any strategic behavior from the displaced workers or employers, and it does not seem like the 

displacement dates are timed with respect to the benefit system.  

There are two main ways to explain the outcomes. One is that displaced workers are not as 

motivated by economic incentives as could be expected. If for example other aspects such as 

the sense of community being at a workplace or stigma of being unemployed are more 

important, then the level of received unemployment benefits might be eclipsed. Speaking in 

favor of this is the fact that most displaced workers in Sweden, and even individuals with low 

earnings receive enough benefits to support their basic needs. 

The second possibility is that the displaced workers are motivated by economic incentives, but 
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they are unable to act accordingly to these due to lack of information. If the existence of the 

thresholds with respect to tenure and displacement age are unknown to many individuals, there 

is no reason to expect them to apply for the AGE benefit. This hypothesis cannot be tested as 

this study lack data on actual received benefits. However, a survey showed that more than 20 

% of all unemployed union members eligible for unemployment insurance were either 

uncertain or did not think that they could claim any benefits (Finanspolitiska rådet, 2010). Add 

to this, an unknown share of individuals might abstain from claiming benefits due to 

uncertainty of where and how to apply. 

One important policy implication that can be drawn from the results in the study is that no 

evidence is found supporting the hypothesis that more generous benefits prolong 

unemployment spells. This evidence has great importance as it suggests that the trade-off 

between a high benefit level and incentives to return to work is not as important in a Swedish 

context. Important to have in mind is that this can only be concluded for white-collar workers 

and if the concerns raised about the awareness of the benefit system are disregarded. 

A second policy implication is that the effect on the quality of the reemployment, measured in 

terms of wages, is small or non-existent. In contrast to the case of the unemployment duration, 

this enforces previous research. The results speak against using the generosity of the 

unemployment benefits, specifically the amount received per month, as a tool for improving 

matching or increasing the bargaining power of displaced workers on the labor market. 

The final important note is that the results also raise the comprehensibility and the awareness 

of the benefit system into question. If the previous research about the duration of 

unemployment spells is robust and valid for the Swedish case, then a possible explanation for 

the results found in this study could be that effects are mitigated by lack of knowledge. In such 

a scenario, many union members help finance insurance systems that they are unaware that 

they are a part of. This could in turn partly explain why many Swedish unions have decreasing 

memberships in recent years (SCB, 2022), if members do not know what they are paying for. 
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Conclusion 

In this thesis the relationship impact of the generosity of unemployment benefits on labor 

market outcomes has been investigated. To circumvent the issues of endogeneity the study has 

exploited an age-threshold determining eligibility for an additional benefit (AGE) for white-

collar workers in Sweden. The study has used micro-level panel data tracking wages and 

employment status for displaced individuals between 2004-2015. This was done by combining 

register data on employment status, displacement records, wage records and data on 

background characteristics. In addition, predicted benefit levels are calculated to create a first 

stage, differentiating individuals by the size of treatment premium. Those eligible for the AGE-

benefit received on average an additional income of about 8000 SEK or 0.25 times their 

previous wage. 

The study has shown that there is no manipulation around the age-threshold and that treatment 

therefore is random. This was done by examining pre-unemployment wages and tenure at the 

time of displacement and the number of displaced individuals around the threshold. The 

estimates of the outcome-specifications in the thesis are unsignificant, indicating that 

individuals eligible for the AGE-benefit did not experience longer unemployment spells. 

Eligible individuals did not increase their reemployment wages because of being above the 

age-threshold. The results are not sensitive to changing the specification, either by leaving out 

individuals whose predicted increase in income is small or simplifying the model to a reduced 

form.  
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Appendix 

A Data description 

List of variables 

Date of displacement, defined as the last day of work as reported by the employer. Provided 

by the Swedish Public Employment Agency. Reporting is typically done a few months before 

actual layoff. 

Month of birth, provided by Statistics Sweden. Date of birth could not be provided due to risk 

of breaching anonymity. 

Educational level, provided by Statistics Sweden. Denotes the highest completed level 

measured on an ordinal scale from 1-7. The educational level at the time of displacement is 

used. 1 denotes a pre-high school education shorter than 9 years, 2 a pre-high school education 

of 9 years, 3 a high school education of at most 2 years, 4 a high school education of three 

years, 5 a post-high school education shorter than three years, 6 a post-high school education 

of at least 3 years and 7 a post-graduate education. 

# kids in household, provided by Statistics Sweden. Denotes the number of children of at most 

17 years living in the same household as a displaced individual. 

Age when displaced, calculated using the date displaced and the birth month. All individuals 

are assumed to be born on the 15th in the month. Thereafter are all individuals born within 16 

days of their 40th birthday omitted from the analysis as their treatment status is impossible to 

determine. 

Ante-wage, provided by Statistics Sweden. Denotes the gross wage measured in September 

the year of displacement. It also includes variable incomes such supplements for inconvenient 

hours etc. For those displaced in October-December, the wage is measured the year before 

displacement. Measured monthly in SEK. 

Tenure when displaced, calculated using labor statistics from Statistics Sweden. Denotes the 

number of months working at a certain firm. The raw data is measured yearly and registers 

month intervals tenure (for example: 2008, January-December). The variable is calculated by 

adding up the number of months cumulatively and thereafter omitting individuals with less 

than 60 months of tenure. 
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#Days of unemployment, calculated by using the number of days between the date of 

displacement and the date of exiting unemployment. The date of exiting is provided by the 

Swedish Public Employment Agency. Those who find new work before their date of 

displacement are not included in the analysis. 

Post-wage, provided by Statistics Sweden. Denotes the wage of the year of finding new work, 

as reported to the agency in September. For those finding work October-December, the wage 

of the following year is used. See ante-wage for what is included. 

Relative wage, calculated by taking the wage after displacement divided by the wage before 

displacement. 

Benefit amount, calculated by using the benefit levels in the a-kassa and AGE systems 

combined. For individuals older than 40 years at the year of displacement, the value assigned 

is the largest out of 80 % of the previous wage (up to the a-kassa cap) and 70 % of the previous 

wage (up to the significantly higher AGE-cap). For ineligible individuals, the predicted a-kassa 

level is assigned. See table B.1. for information on the benefit levels and caps. Measured 

monthly in SEK. 

Benefit amount/Ante-wage, calculated by taking the predicted benefit amount and dividing 

by the pre-unemployment wage. 

Premium, calculated by taking the difference between only receiving the general a-kassa and 

receiving both a-kassa and AGE. For individuals with low incomes (who are not affected by 

the a-kassa cap), the premium is transformed from negative to zero. Interpreted as the size of 

treatment. 

Premium/Ante wage, calculated by dividing the premium with the pre-unemployment wage. 
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Additional descriptive statistics 

 

 

Figure 11. Pre-unemployment wages by 

year of displacement. 

 

Figure 12. Treatment premiums by year of 

displacement. 

 

 

 

Figure 13. Number of days unemployed by 

year of displacement. 

 

Figure 14. Re-employment wages by year 

of displacement. 

  



 

Figure 15. Frequency distribution by 

number of days in unemployment. 

 

 

 

 

 

Figure 17. Frequency distribution by pre-

unemployment wage. 

 

Figure 16. Frequency distribution by re-

employment wage. 

 

 

 

 

 

Figure 18.  Frequency distribution by 

treatment status and displacement year.



 

Figure 19. Frequency of layoffs in sample. 

 

Figure 20. Pre-unemployment wages in 

sample. 
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Figure 21. Tenure at the time of 

displacement in sample. 

 

Figure 22. Treatment premium in sample. 
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Figure 23. Relative treatment premium in 

sample. 

 

Figure 24. Length of unemployment spell 

in sample. 
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Figure 25. Re-employment wages in 

sample.
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B Results without controls 

 

 

Table 11. 

Outcomes without controls. 

 (1) (2) (3) (4) (5) (6) 

 Spell log Spell Post wage log Post 

wage 

Post/Ante wage log Post/Ante wage 

       

Estimates 23.35 -0.00015 -187.6 -0.0103 0.0143 0.00897 

 (21.18) (0.0755) (774.4) (0.0220) (0.0157) (0.0171) 

       

Observations 9,348 9,015 3,818 3,818 3,818 3,818 

Standard errors in parentheses 

*** p<0.01, ** p<0.05, * p<0.1 

 

C Data handling 

 

In this section, a brief description of the data handling is made. 

Omission of duplicates in the displacements data. Employers often report layoffs multiple 

times to the agencies which means that the same individuals show many times in the raw data. 

Much work has therefore focused on omitting these duplicates, making sure that the data can 

be unambiguously matched with other registers, such as the wage, labor and background 

characteristics registers from Statistics Sweden. 

Replacing spelling errors in the data. Especially the displacement data has many spelling 

errors. Out of these some are obvious and easy to correct, such as the year “1010” is “2010”. 

Other errors are more ambiguous and needed to be omitted completely due to uncertainty of 

the true value. Significant effort has gone into correcting errors such as this to increase the 

number of observations and power in the regressions. 
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Merging of datasets. Five different data sources are used in this thesis. Out of these, three 

were compiled in separate files by year. Much of the data work went into appending these data 

sets and figuring out how to best match individuals across the administrative sources. 

Calculating tenure. Tenure at the time of displacement is not recorded in the data sources. 

This variable has therefore been calculated by using labor records where working months are 

calculated in two columns (first month, last month) and each worker, employment and year is 

a separate row. 

Calculating age when displaced. The age of a displaced individual is not recorded in the data 

sources. Therefore, this had to be calculated by combining the month of birth and the date of 

displacement from different sources and calculating the age at that certain date. 

Omitting individuals whose treatment is uncertain. Due to the measurement error in the age 

variable (stemming from not knowing the day of birth), some individuals close to the 40-year 

threshold have an uncertain treatment status. These therefore had to be identified and omitted 

from analysis. 

Calculating gross wages. The Statistics Sweden wage registers had to be altered before being 

used in the regressions. Firstly, gross monthly wage is not recorded in the registers. Instead, 

wages are decomposed into many different subgroups which had to be added together. 

Secondly, these subgroups refer to different measurements depending on both which sector 

(private, state, county, or municipality) and the year of compilation. Therefore, the wage had 

to be calculated separately for each year and sector to find the correct values. All this needed 

to be handled before the wage data could be properly used. 

Matching wages. All wages are measured in September. This means that if an individual is 

displaced early in the year, the measured wage is close to 0 if the individual is out of work in 

September. A similar issue arises when measuring the post-wages as these must be taken the 

following year if an individual is reemployed late in the year. Therefore, before matching with 

the wage-dataset the matching year had to be properly altered such that the measured wage is 

for the correct workplace. 
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D Heterogeneous effects 

In this section, the sample is restricted to only include individuals with a pre-unemployment 

income of at least 40 000 SEK. This is done to discern if there are impacts that apply only to a 

subsection of the sample that is not shown when all observations are observed. As shown 

previously, the predicted impact of the AGE benefit is larger for those in the upper end of the 

income distribution as the difference between being eligible and ineligible is larger than for 

low-income groups. This is caused by the cap in the general a-kassa benefit system. 

Restricting to upper end of wage distribution 

Figures 25 and 26, show that there is no discontinuity in previous wage or tenure at the age 

threshold. When regressing there is no statistically significant relationship between the pre-

determined variables and being on either side of the threshold. 

 

Figure 26. Pre-unemployment wages 

(monthly gross wages in SEK) on ages at 

last day of work. Only monthly earners 

above 40 000 SEK. 

 

Figure 27. Tenure at last day of work in 

months on ages at last day of work. Only 

monthly earners above 40 000 SEK. 
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Table 12. 

Validity tests. Discontinuities in pre-unemployment wage, tenure at displacement. 

Controlling for year of displacement. 

 (1) (2) (3) (4) 

 Ante wage log Ante wage Tenure log Tenure 

     

Estimates 1,369 0.0265 6.653 0.0589 

 (1,400) (0.0253) (5.831) (0.0596) 

     

Observations 1,849 1,849 1,849 1,849 

Bandwidth 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 

 

Just in the case of when the whole sample was examined, there is no statistically significant 

impact of receiving more unemployment on the length of the unemployment spell or 

reemployment wages. 

 

 

Figure 28. Number of days in 

unemployment on ages at last day of work. 

Only monthly earners above 40 000 SEK. 

 

Figure 29. Reemployment wages (monthly 

gross wages in SEK) on ages at last day of 

work.



 

Table 13. 

Outcomes. Only individuals with more than 40 000 SEK in pre-unemployment wage. 

Controls are year of displacement, tenure, and ante-wage. 

 (1) (2) (3) (4) (5) (6) 

 Spell log Spell  Post 

wage 

log Post 

wage 

Post/Ante 

wage 

log(Post/Ante 

wage) 

       

Estimates -3.016 -0.0102 -172.9 -0.00547 -0.00228 -0.00511 

 (5.012) (0.0287) (287.7) (0.00762) (0.00595) (0.00739) 

       

Observations 1,529 1,473 508 508 508 508 

Bandwidth 10 10 10 10 10 10 

 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 
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E Sensitivity and robustness 

 

Placebo tests: Moving cutoff to non-treatment thresholds 

 

 

 

Figure 30. Number of days in 

unemployment on ages at last day of work. 

30 years as cutoff. 

 

Figure 31. Number of days in 

unemployment on ages at last day of work. 

50 years as cutoff.

 

 

Figure 32. Reemployment wages (monthly 

gross wages in SEK) on ages at last day of 

work. 30 years as cutoff. 

 

Figure 33. Reemployment wages (monthly 

gross wages in SEK) on ages at last day of 

work. 50 years as cutoff.
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Table 14. 

Outcomes. Threshold 30 years of age. Controls are year of displacement, tenure, and ante 

wage. 

 (1) (2) (3) (4) (5) (6) 

 Spell log Spell Post wage log Post 

wage 

Post/Ante 

wage 

log(Post/Ante 

wage) 

       

Estimate 7,687 19.45 -1,132 -0.0145 -0.0754 -0.0125 

 (24,200) (52.83) (53,264) (1.927) (1.737) (1.997) 

       

Observations 9,348 9,015 3,818 3,818 3,818 3,818 

Bandwidth 10 10 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 

 

Table 15. 

Outcomes. Threshold 50 years of age. Controls are year of displacement, tenure, and ante 

wage. 

 (1) (2) (3) (4) (5) (6) 

 Spell Log 

Spell 

Post wage Log Post 

wage 

Post/Ante 

wage 

log(Post/Ante 

wage) 

       

Estimate -596.5 -3.200 -3.238e+09 17,798 -8,822 -115,186 

 (1,092) (3.536) (1.908e+10) (547,622) (481,112) (593,918) 

       

Observations 9,348 9,015 3,818 3,818 3,818 3,818 

Bandwidth 10 10 10 10 10 10 

Standard errors in parentheses. Clustered on displacement firm. 

*** p<0.01, ** p<0.05, * p<0.1 


