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Introduction

I An-ever growing number of papers which measure the effects
of job loss on an increasing number of outcomes, using larger
samples drawn increasingly from administrative data

I Since Jacobson et al. (1993) the use of administrative data
has become more prevalent

I We argue that survey data is still useful

1. There are very few estimates of the cost of job loss for the UK
(Borland et al., 2002; Hijzen et al., 2010)

2. We measure earnings in all labour market states, not just those
(typically) covered by administrative data

3. We measure the response of other household members and
household income

I On the other hand, the use of survey data has drawbacks

1. Self-reported displacement
2. Smaller samples



What we find

1. There is a permanent employment effect but this is not a
permanent unemployment effect . . .

2. . . . because the displaced enter a variety of other labour
market states: self-employment, long-term sickness and early
retirement

3. However, income from these sources does very little to
ameliorate the income losses from displacement

4. The household response is more important than the effect of
other labour market states, for two reasons

4.1 The displaced have higher post-displacement partnership
formation rates

4.2 The partners of the displaced have a positive earnings response

5. Together these effects do eventually compensate for the
individual earnings loss, but it takes a long time



Literature 1

Evidence on the role of other labour market states and
compensating income from those states

I More comprehensive register data from Scandinavia does
allow measured income to include earnings from other sources
e.g. self-employment, welfare benefits (See e.g. Huttunen
et al., 2011)

I Some evidence on the role of unemployment on
self-employment (Pfeiffer and Reize, 2000; Caliendo and
Kritikos, 2010; Niefert, 2010)

I Von Greiff (2009) shows that displacement doubles the
probability of entering self-employment one year after
displacement; see also Farber (1999) and Fairlie and
Krashinsky (2012)

I Early retirement: Chan and Stevens (2001), Ichino et al.
(2007) and Tatsiramos (2010)



Related literature 2
Evidence on the role of labour supply response of other household
members

I Added worker effect in cross-section data (e.g. Lundberg,
1985; Maloney, 1991; Prieto-Rodrıguez and
Rodrıguez-Gutiérrez, 2003; Nilsson, 2008; Starr, 2013) has
proved somewhat elusive

I Seitchik (1991) and Stephens Jr (2002) examine wives’ labour
supply response to husbands’ job loss. Seitchik finds only a
small effect but Stephens Jr finds “large and persistent”
postdisplacement effects on wives’ labour supply

I Morissette and Otrovsky (2008): earnings of wives
compensate for about 22% of the decline in family income

I Eliason (2011) examines impact on total family income,
spousal earnings and welfare state transfers, but actually finds
negative response in spousal earnings

I Also a literature on job loss and family break-up: Doiron and
Mendolia (2011) for the UK and Eliason (2012) both find that
displacement increases risk of divorce.



Constructing the data

I British Household Panel Survey (BHPS) 1991–2008

I Approx. 10,000 individuals and 5,500 households interviewed
each year

I Approximately an annual panel; 85% of interviews take place
in September, October or November

I Individuals report their current labour market status, income

I Also report information on any labour market spells which
began after September 1 in the previous year



Definition of job loss

I Respondents are asked “which of the statements on the card
best described why you stopped doing that job?”

1. Promoted
2. Left for a better job
3. Made redundant
4. Dismissed/sacked
5. Temporary job ended
6. Took retirement
7. Health reasons
8. Left to have a baby
9. Look after family

10. Look after another person
11. Moved area
12. Started college/university
13. Other reason

I Table 1 summarises the basic sample



Table 1: Basic sample characteristics 1991–2008. The sample includes
only those individuals who have an interview in the following wave.

Year
Number of
obs.

Number of
emp. spells

Prop. emp.
spells ending

in job loss

Prop. emp.
spells ending

for other reasons

Prop. emp.
spells

continuing

1991 8,568 4,351 0.055 0.162 0.783
1992 8,041 3,985 0.060 0.185 0.755
1993 8,046 3,954 0.048 0.190 0.762
1994 8,131 4,037 0.050 0.202 0.748
1995 8,182 4,148 0.047 0.187 0.766
1996 8,629 4,422 0.040 0.207 0.753
1997 8,331 4,396 0.045 0.220 0.735
1998 8,263 4,398 0.043 0.221 0.736
1999 9,341 4,792 0.043 0.217 0.740
2000 10,886 5,774 0.045 0.222 0.733
2001 16,534 8,259 0.040 0.185 0.775
2002 14,798 7,407 0.038 0.196 0.766
2003 14,978 7,706 0.033 0.196 0.771
2004 13,599 6,950 0.034 0.197 0.769
2005 13,648 6,946 0.034 0.150 0.816
2006 13,046 6,553 0.033 0.170 0.797
2007 12,640 6,404 0.036 0.152 0.812
2008a 493 283 0.039 0.159 0.802

a A small number of individuals from wave 17 are interviewed in 2008, and thus may
have another interview in 2008 in wave 18.



Figure 1: Estimates of probability of job loss from survey data (BHPS)
and firm register (BSD)

Redundancy
(BHPS)

End of temp. jobs
(BHPS)

Job loss due
to firm closure

(BSD)

0.00

0.01

0.02

0.03

0.04

0.05

0.06

0.07
P

ro
ba

bi
lit

y 
of

 d
is

pl
ac

em
en

t

19
91

19
92

19
93

19
94

19
95

19
96

19
97

19
98

19
99

20
00

20
01

20
02

20
03

20
04

20
05

20
06

20
07

20
08

20
09

 



Methods

I For each individual i we observe a sequence of interviews in
waves w = 1991, . . . , 2008

I Define Dw
i = 1 if individual i experiences job loss between

wave w and wave w + 1 (the treatment group)

I The control group are those whose spell of employment in
wave w has not ended by wave w + 1 and have Dw

i = 0

I We restrict the sample to those in employment at
w − 3,w − 2,w − 1 and w

I For those with Dw
i = 1 we record the date of displacement;

for those with Dw
i = 0 we generate an artificial displacement

date (random date between interviews)

I Compute relative time until or since displacement; stack
cohorts together to maximise sample size



Table 2: Sample sizes for treatment and control groups by relative time

Relative time
Control

group
Treatment

group

>10 years before 42,959 1,212
5-10 years before 100,317 3,065
4-5 years before 31,373 925
3-4 years before 35,237 1,034
2-3 years before 35,678 1,056
1-2 years before 35,844 1,056
< 12 months before 35,544 1,056
< 12 months after 35,425 1,054
1-2 years after 31,864 955
2-3 years after 28,527 870
3-4 years after 24,888 786
4-5 years after 21,662 689
5-10 years after 70,057 2,234
>10 years after 19,036 576



I Most flexible DiD estimator allows for different displacement
effects for each displacement cohort:

yit = αw +βwDw
i +

2008∑
s=1992

γw ,sT s
t +

2008∑
s=1992

δw ,s(T s
t D

w
i ) + εit

w = 1991, . . . , 2007 (1)

I This is not practical given the sample size, so we impose the
restriction that e.g. δw = δ for all w :

yit = α + βDw
i +

r=17∑
r=−17

γrT r
t +

17∑
r=−17

δr (T r
t D

w
i ) + εit (2)



Table 3: Characteristics of displaced and non-displaced workers before
displacement.

5–6 years before
displacement

< 12 months before
displacement

Dw
i = 1 Dw

i = 0 p-value Dw
i = 1 Dw

i = 0 p-value

Employed 0.86 0.89 [0.001] 1.00 1.00
Self-employed 0.02 0.01 [0.188] 0.00 0.00
Unemployed 0.04 0.02 [0.000] 0.00 0.00
Other labour market state 0.06 0.06 [0.692] 0.00 0.00
Not interviewed 0.02 0.02 [0.252] 0.00 0.00
Displacement % over previous five years 3.62% 2.22% [0.000] 0.83% 0.58% [0.024]
Displacement cohort (BHPS wave) 11.94 12.21 [0.029] 11.17 11.44 [0.035]

Average labour income per month 1260.86 1277.75 [0.650] 1588.18 1619.70 [0.413]
Average income per month 1339.22 1365.89 [0.476] 1667.46 1717.86 [0.203]
Average HH labour income per month 2495.61 2555.49 [0.305] 2772.80 2959.73 [0.001]
Average HH income per month 2726.69 2791.80 [0.268] 3046.32 3230.93 [0.002]

N 813 27,255 1,057 35,544



Table 4: Characteristics of displaced and non-displaced workers before
displacement.

5–6 years before
displacement

< 12 months before
displacement

Dw
i = 1 Dw

i = 0 p-value Dw
i = 1 Dw

i = 0 p-value

Tenure (years) 4.57 5.03 [0.036] 6.05 6.64 [0.004]
Firm employs < 25 workers 0.28 0.32 [0.079] 0.36 0.31 [0.000]
Works in manufacturing 0.36 0.20 [0.000] 0.34 0.19 [0.000]
Works in manual occupation 0.45 0.42 [0.153] 0.43 0.39 [0.013]
Union member 0.43 0.55 [0.000] 0.41 0.57 [0.000]
Private sector 0.85 0.63 [0.000] 0.88 0.62 [0.000]
Works > 30 hours per week 0.87 0.81 [0.000] 0.86 0.82 [0.002]

White ethnic group 0.96 0.97 [0.199] 0.95 0.96 [0.051]
Born in UK 0.95 0.95 [0.868] 0.95 0.95 [0.497]
Lives in South East 0.25 0.24 [0.531] 0.23 0.22 [0.274]
Female 0.42 0.51 [0.000] 0.40 0.51 [0.000]
Age 37.27 37.36 [0.806] 41.79 41.78 [0.973]
Has degree 0.34 0.42 [0.000] 0.43 0.50 [0.000]
Married or cohabiting 0.70 0.74 [0.016] 0.73 0.78 [0.000]

N 813 27,255 1,057 35,544

Return



Individual employment patterns

(a) Employment
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(b) Unemployment
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(c) Self-employment
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(d) Retirement
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Individual employment patterns

(e) Long-term sick and disabled
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(f) Other
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(g) Survey non-response
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(h) Mortality
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Individual income effects of job loss

(1)
Pay last
month

(2)
Pay last
month

(emp. spells
only)

(3)
Total labour
income last

month

(4)
Total income

last month

< 12 months (δ1) −0.478 −0.134 −0.435 −0.375
(0.027) (0.034) (0.023) (0.022)

1–3 years −0.293 −0.121 −0.285 −0.240
(0.025) (0.027) (0.022) (0.020)

3–5 years −0.232 −0.107 −0.207 −0.169
(0.037) (0.042) (0.029) (0.027)

5–7 years −0.205 −0.090 −0.189 −0.149
(0.042) (0.049) (0.039) (0.035)

7–10 years −0.186 −0.096 −0.162 −0.139
(0.059) (0.074) (0.053) (0.047)

Difference in earnings −0.024 −0.024 −0.019 −0.025
in wave 0 (β) (0.028) (0.028) (0.025) (0.025)

Difference in earnings 0.006 0.014 0.014 0.015
in waves −1 to −5 (0.015) (0.016) (0.013) (0.013)

Number of obs. 487,596 445,608 487,596 487,596
Number of individuals 7,709 7,709 7,709 7,709
R2 0.023 0.021 0.026 0.032



Propensity score matching

Table 5: Characteristics of displaced and non-displaced workers before
displacement, after matching on characteristics at r = 0

5–6 years before
displacement

< 12 months before
displacement

Dw
i = 1 Dw

i = 0 p-value Dw
i = 1 Dw

i = 0 p-value

Employed 0.86 0.89 [0.003] 1.00 1.00
Self-employed 0.02 0.02 [0.394] 0.00 0.00
Unemployed 0.04 0.02 [0.000] 0.00 0.00
Other labour market state 0.06 0.05 [0.527] 0.00 0.00
Not interviewed 0.02 0.02 [0.273] 0.00 0.00
Displacement cohort (BHPS wave) 11.97 12.01 [0.742] 11.18 11.25 [0.549]
Tenure (years) 4.65 4.79 [0.519] 6.08 6.21 [0.547]
Firm employs < 25 workers 0.29 0.32 [0.079] 0.36 0.35 [0.526]
Works in manufacturing 0.36 0.33 [0.048] 0.33 0.32 [0.258]
Works in manual occupation 0.45 0.46 [0.717] 0.43 0.42 [0.773]
Union member 0.42 0.42 [0.904] 0.40 0.42 [0.223]
Private sector 0.84 0.83 [0.336] 0.87 0.86 [0.112]
Works > 30 hours per week 0.87 0.85 [0.230] 0.86 0.86 [0.843]
White ethnic group 0.96 0.97 [0.454] 0.96 0.96 [0.332]
Born in UK 0.95 0.96 [0.356] 0.95 0.96 [0.397]
Lives in South East 0.25 0.24 [0.885] 0.23 0.23 [0.774]
Female 0.42 0.42 [0.815] 0.40 0.42 [0.398]
Age 37.39 36.96 [0.266] 41.78 41.65 [0.699]
Has degree 0.34 0.36 [0.286] 0.43 0.44 [0.694]
Married or cohabiting 0.70 0.72 [0.460] 0.73 0.75 [0.151]



Propensity score matching results

(1)
Pay last
month

(2)
Pay last
month

(emp. spells
only)

(3)
Total labour
income last

month

(4)
Total income

last month

< 12 months (δ1) −0.405 −0.108 −0.367 −0.308
(0.027) (0.031) (0.023) (0.021)

1–3 years −0.262 −0.115 −0.252 −0.210
(0.024) (0.024) (0.021) (0.019)

3–5 years −0.202 −0.103 −0.188 −0.153
(0.034) (0.038) (0.027) (0.025)

5–7 years −0.161 −0.077 −0.148 −0.111
(0.039) (0.045) (0.036) (0.032)

7–10 years −0.110 −0.039 −0.091 −0.076
(0.054) (0.068) (0.049) (0.043)

Difference in earnings 0.032 0.032 0.030 0.034
in wave 0 (β) (0.024) (0.024) (0.023) (0.024)

Difference in earnings 0.003 0.010 0.013 0.014
in waves −1 to −5 (0.014) (0.013) (0.011) (0.011)

Number of obs. 120,806 109,246 120,806 120,806
Number of individuals 4,622 4,622 4,622 4,622
R2 0.029 0.025 0.033 0.036



Household response to job loss

I Households are defined as the individual in the treatment or
control group plus a spouse or partner who shares the same
accommodation

I It is therefore possible that individuals in the analysis sample
(i.e. the control or treatment group) are in households with
other individuals in the sample — “contamination”?

I However, only 1.1% of the control group have a partner who
is in the treatment group

I Treatment and control groups differ at r < 0 in terms of the
proportion living with a partner Table

I Household labour supply response can decomposed into (a)
whether an existing partner changes labour supply or (b)
changes the extent to which the treated and control groups
live with partners



Partner effects
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(j) Partner’s employment income
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Partner’s and household income response (unmatched)

(1)
Partner’s pay

last month
(married only)

(2)
Partner’s pay

last month
(all)

(3)
HH labour

income
last month

(4)
Total HH

income
last month

< 12 months (δ1) 0.050 0.061 −0.198 −0.170
(0.046) (0.048) (0.020) (0.018)

1–3 years 0.058 0.104 −0.134 −0.104
(0.031) (0.036) (0.018) (0.016)

3–5 years 0.136 0.194 −0.072 −0.050
(0.048) (0.056) (0.026) (0.023)

5–7 years 0.155 0.239 −0.082 −0.053
(0.066) (0.077) (0.032) (0.028)

7–10 years 0.150 0.227 −0.038 −0.024
(0.074) (0.087) (0.042) (0.035)

Difference in earnings −0.156 −0.240 −0.059 −0.053
in wave 0 (β) (0.037) (0.043) (0.018) (0.017)

Difference in earnings 0.065 0.084 0.027 0.025
in waves −1 to −5 (0.026) (0.029) (0.012) (0.011)

Number of obs. 354,339 466,550 487,633 487,633
Number of individuals 6,417 7,638 7,709 7,709
R2 0.010 0.008 0.025 0.033



Partner’s and household income response (matched)

(1)
Partner’s pay

last month
(married only)

(2)
Partner’s pay

last month
(all)

(3)
HH labour

income
last month

(4)
Total HH

income
last month

< 12 months (δ1) 0.070 0.080 −0.193 −0.162
(0.048) (0.050) (0.020) (0.018)

1–3 years 0.068 0.087 −0.136 −0.104
(0.034) (0.039) (0.019) (0.017)

3–5 years 0.143 0.158 −0.076 −0.052
(0.051) (0.060) (0.027) (0.025)

5–7 years 0.132 0.174 −0.072 −0.043
(0.070) (0.081) (0.033) (0.029)

7–10 years 0.104 0.141 −0.022 −0.013
(0.077) (0.091) (0.044) (0.037)

Difference in earnings −0.057 −0.082 −0.033 −0.027
in wave 0 (β) (0.042) (0.047) (0.020) (0.019)

Difference in earnings 0.082 0.084 0.023 0.020
in waves −1 to −5 (0.027) (0.030) (0.013) (0.012)

Number of obs. 86,119 115,991 120,824 120,824
Number of individuals 3,854 4,577 4,622 4,622
R2 0.009 0.007 0.023 0.029



Conclusions

I In the UK, existing studies of displacement do not tell us
about income from other sources or the household response

I Despite the small sample size the pattern of results seems
robust and predictable

I In particular, temporal pattern is very predictable

I Income from other sources (self-employment, second jobs,
welfare payments) compensate for only a small fraction of loss
in employment income, despite that fact that there is no
long-run unemployment effect

I There is quite a large partner response, partly as a result of
partnership formation rates, and partly as a result of higher
earnings

I The partner response is large enough to significantly reduce
the losses at the household level
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