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This article reports on a study of the impact of unemployment
duration on the probability of becoming a social assistance
recipient and on the time spent on social assistance. The data
are taken from a local Finnish labour market consisting of the
cohort of unemployed people at a given date (n = 2,274). The
data are linked to information about the number of months
recipients received social assistance during the subsequent
year. Count data regression models of the hurdle type are
estimated. The results of the analysis suggest that the impact
of unemployment duration on the probability of becoming a
social assistance recipient is explained to a large extent by
changes in the distribution of types of unemployment benefits
between people with different lengths of time spent in
unemployment. Unemployment assistance recipients are more
likely to become social assistance recipients and to spend
longer periods on social assistance than are recipients of
unemployment insurance because the unemployment benefits
for the latter are higher. Among social assistance recipients,
time spent on the transfer increases with unemployment
duration only for those who are in frequent need of assistance.
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Introduction

Unemployment rates have a tendency to drive up
the rate of social assistance recipients in many
industrialised societies (see e.g. Gustafsson, 1984;
Stenberg, 1998). This seems to be the case in Finland
as well: the correlation between the unemployment rate
and the rate of social assistance recipients at the
municipality level was close to 0.60 in 1996 (author’s
calculations based on Stakes, 1997a and Statistics
Finland, 1998). Time series studies display similar
patterns. The sharp rise in unemployment during the
first half of the 1990s was accompanied by an increase
in the rate of social assistance recipients (Figure 1).
After 1994 the unemployment rate fell, but the rate of
social assistance recipients remained high, which is in
concordance with the delayed macroeconomic effect
found by Stenberg (1998) for Sweden. The average
duration of completed unemployment spells were at
their peak in 1994 and decreased relatively modestly
thereafter (Figure 2). Uncompleted unemployment
spells, on the other hand, continued to increase after
that time. Specifically, for completed spells, the pattern
is similar to the pattern for the rate of social assistance

recipients. As such, this provides a motive for
studying the impact of unemployment duration on
social assistance receipt at the individual level.

There are several reasons behind this causality; for
example, a higher degree of social assistance recidivism,
longer duration of social assistance spells and increases
in the number of recipients who are outside the labour
force (Gustafsson, 1998). Perhaps the most obvious
reason, however, is that unemployed people frequently
become social assistance recipients, which is the topic
of this article. Data representing a local Finnish labour
market was used to study both how the length of
individual unemployment spells affect the probability
of becoming a social assistance recipient and the time
spent on social assistance.

There are only a few earlier studies that have been
concerned with these issues, largely because of the
judicial and practical difficulties of linking the admin-
istrative records of unemployed people with the records
of social assistance recipients. Previous research is also
fairly restrictive in terms of data quality and statistical
methods (see Dahl, 1995; Seppänen, 1997). The most
rigorous study was conducted by Gustafsson (1998),
who utilised data on first-time unemployed males in a
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local Swedish labour market. He found that lengthy
periods of unemployment combined with no access to
unemployment compensation increased the risk of
becoming a social assistance recipient. Among indi-
viduals having access to unemployment benefits, on the
other hand, the risk did not increase with unemploy-
ment duration. The importance of accounting for the
interrelation between the unemployment compensation
scheme and the social assistance scheme has also been
put forward by other researchers (see e.g. Barrett,
Doiron, Green & Riddell, 1996; Salonen, 1999).

Theoretical and institutional considerations 

It is fairly obvious why unemployment duration affects
individual social assistance receipt. When a person
becomes unemployed, income and private savings are
likely to decrease, becoming less and less the longer
the person stays unemployed (Gustafsson, 1984). Con-
sidering that social assistance is a means-tested transfer
to individuals on a low income, it is thus natural to
expect that the need for assistance may increase with

time spent in unemployment. Similarly, time spent
in social assistance could depend on unemployment
duration because it is strongly related to the availability
of paid work (Gustafsson & Voges, 1998).

In the field of labour economics, most studies of
a related nature have been concerned with how an
individual’s labour supply is affected by time spent
in social assistance (see e.g. Danziger, Haveman &
Plotnick, 1981; Moffitt, 1992). The motivation behind
this approach is that leisure-activity preferences,
household composition and future labour-market
opportunities may change with exposure to the social
assistance programme (Arslanogullari, 2000; Blank,
1989; Blank & Ruggles, 1994; Moffitt, 1983). 

Causality may be in two directions: from
unemployment (i.e. absence of labour supply) to social
assistance receipt, and from social assistance receipt to
unemployment. To separate one effect from the other,
it is important to know the timing of each event. 

In Finland all categories of residents may become
eligible for social assistance, which is then paid out
after the application has been processed. In determining
eligibility, the social worker compares the monthly
disposable income of the applicant household with a
given threshold for that particular type of household. If
the disposable income is lower than the threshold, the
applicant will receive social assistance amounting to the
difference between the household’s disposable income
and the threshold. The rules also specify that the
applicant must have no other source of income and that
personal assets must be spent before an application can
be approved.

Social assistance consists of three elements: (1) a
basic sum, (2) rental expenses for accommodation and
(3) other means-tested expenses. The amount of the
basic part depends on the type of household, such as
the presence of a partner or spouse and the age of
children. The maximum amount allotted to compensate
for rental expenses is dependent on household size and
the construction or restoration year of the housing.
Means-tested expenses are of a temporary nature and
are related to health-service costs and additional costs
for housing.

Receipt of an unemployment benefit implies that
some unemployed people are not eligible for social
assistance. Unemployment benefits in Finland are
divided into two separate categories: unemployment
insurance (UI) and unemployment assistance (UA). In
order to apply for one of these, the unemployed person
must be registered as a job seeker at the local
Employment Service. UI is provided to members of the
various UI funds. Anyone who works in a field covered
by a fund has the right to become a member. To qualify
for UI, a work requirement is imposed. This means that,
while a claimant is a member of a UI fund, he/she must
have had work experience of at least 26 weeks during

Figure 1. Unemployment rate and rate of social assistance recipients
in Finland 1991–1998.
Sources: Ministry of Labour, 2000; Stakes, 1997b, 1999, 2000;
Statistics Finland, 1994.

Figure 2. Average duration of completed and not completed
unemployment spells in Finland 1991–1998.
Source: Ministry of Labour, 2000.
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the 100 weeks prior to registering as unemployed. UI
depends on prior earnings. The replacement rate (UI
in relation to prior earnings) is about 0.5. UI can be
received for a maximum of 100 weeks. Thereafter the
person is only eligible for UA.

UA is provided to applicants who are not members
of any UI fund. It consists of a fixed amount (about $20
per day in 1996) that is less than half of the average
amount provided by UI (Saarela, 2000). If the applicant
does not fulfil the work requirement, or if the maximum
payment period of 100 weeks has been exhausted, the
benefit becomes dependent on the spouse’s earnings,
and is thus potentially even lower.

Since income support provided by the UA scheme
is lower than that provided by the UI scheme, it is
plausible that UI recipients are less dependent on social
assistance than UA recipients, and that the two groups
differ also with regard to how unemployment duration
affects social assistance receipt.

Data and methodology

The data utilised in the present study relate to all
individuals who were registered as unemployed at the
Employment Service in the local labour market of the
City of Vasa in Finland on January 1, 1996 (n = 2,274).
The date each person became unemployed is known.
The City of Vasa is situated in the western part of the
country and has about 55,000 residents. In terms of
unemployment, social assistance receipt and socio-
economic and demographic composition, it is fairly re-
presentative of the non-rural part of Finland (Saarela &
Finnäs, 2003; Stakes, 1997b, 2000; Statistics Finland, 1998).

These administrative records are linked to information
on how many months the same individuals received
social assistance in 1996, obtained from the local social
services agencies. It is not known which specific months
in 1996 individual recipients received social assistance.

In the available data it is possible to follow people
in the cohort up to 18 September 1996, as well as to
study the inflow into the unemployment register up
to that date. There are, however, causality problems
involved in these cases, since the starting point of social
assistance receipt during 1996 is not known. The study
therefore concentrates on reporting how unemployment
duration up to 1 January 1996 of all individuals in the
unemployment register at that time affected subsequent
social assistance receipt during 1996.

Total unemployment duration up to 18 September
and certain variables reflecting whether people remained
in the unemployment register during the period between
2 January and 18 September have also been used. The
results did not change to any noteworthy degree.

Since the used part of the data represent the cohort
of unemployed people at a specific date, long-term
unemployed people are overrepresented. This fact should

be kept in mind when interpreting the results. Estima-
tions for people in the inflow to the unemployment
register were made, but since there are causality problems
involved in making inferences about the behaviour of
these, the results are not reported here. 

Originally, an analysis of how unemployment
duration affects the amount of social assistance received
was also attempted, since there is information avail-
able on the total amounts received during 1996. The
interpretation of these results is very complex, however,
because the unemployment duration variable is related
to several factors that are not taken into consideration
in the data, such as household composition, changes in
other income variables and temporary expenses. The
results of these analyses are therefore not reported here.

Unemployed people are, by definition, people who
receive an unemployment benefit (UA or UI) and are
registered as job seekers at the employment office. The
data also contain information about other job seekers,
i.e. 33.5 per cent of all job seekers in the cohort. These
people are not unemployed; rather they are either em-
ployed or are outside the labour force (e.g. students).1
Since the aim of the study is to explore the impact of
unemployment duration, not the job search duration
among all job seekers registered at the employment
office, the group of job seekers who are not unemployed
have also been excluded from the analysis. 

The data set also contains information on the socio-
economic and demographic characteristics of the target
group, such as age, gender, education, native language,
number of dependant children, labour-market status
before registering at the employment office and nature
of previous employment, public sector work and super-
visory tasks. These characteristics are used as control
variables in the analysis.

Some descriptive statistics of the data are provided
in Table 1. The second column gives the distribution of
socio-economic and demographic characteristics; the
third column outlines the proportion of social assistance
recipients according to each characteristic. As expected,
the proportion of social assistance recipients is greater
in the higher unemployment-duration categories. The
proportion of recipients is also relatively high among
middle-aged individuals, males, people with only a
basic level of education and people with children. It is
also higher for Finnish-speaking individuals and people
with native languages other than Swedish, which seems
to reflect the more favourable labour-market position
of the Swedish-speaking part of the population (Saarela,
2002; Saarela & Finnäs, 2003). The proportion of
social assistance recipients is also high for individuals
who were previously outside the labour force, people

1 At the national level in 1996, about 33.9 per cent of all job
seekers were not classified as unemployed.
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without previous managerial tasks and for persons
receiving unemployment assistance.

The distribution of months spent on social assist-
ance, conditional to social assistance receipt, is shown
in Table 2. Many recipients have been on social
assistance for only one month, others for almost the
whole year (nine to twelve months). It would thus
seem that there are two groups: unemployed people in
temporary need of social assistance and unemployed
people in frequent need of assistance. The third column
in Table 2 shows the median duration of unemployment

for each number of months on social assistance. As
expected from the earlier arguments, individuals who
have spent longer on social assistance have also been
unemployed for longer.

The main question of interest is whether unemploy-
ment duration has an independent effect on social
assistance receipt and time spent on social assistance,
or if it is just a result of the distribution of socio-
economic and demographic characteristics of people in
different unemployment duration categories. This issue
was analysed with the help of multivariate models.

Count data regression models of the hurdle type
were used (Cameron & Trivedi, 1998: 123–125;
Melkersson, 1999; Mullahy, 1986). The principle
motive for using count data regression models has
to do with the nature of the dependent variable, i.e.
the number of months on social assistance. It can be
argued that the variable is binomially distributed
since it may take the values 0, 1, 2, . . . , 12. The basic
idea is consequently that a binomial probability
governs the outcomes of interest. A hurdle approach
was taken because of the large number of zeros; 1,285
individuals, 56.5 per cent, have zero months on social
assistance.

The hurdle model is a two-part model. The first part
is a binary outcome model – whether or not the person
is a social assistance recipient. The second part is a
truncated-at-zero count model – the number of months
on social assistance, conditional on social assistance
receipt. In both cases, a logistic specification was
adopted. The partition permitted the interpretation that
positive observations arise from crossing the zero
hurdle, i.e. the zero-months threshold. The first part
thus modelled the probability that the threshold was
crossed, whereas the second part modelled time spent
on social assistance, given that the threshold was

Table 1. Distribution of background variables in the data, and percentage 
of social assistance recipients in each category (n = 2,274).

% % rec.

Unemployment duration
<3 months 21.6 23.1
3–4 16.0 33.4
5–6 16.8 41.1
7–10 15.1 38.8
11–18 9.7 53.5
>18 20.7 64.8

Age
<25 years 27.7 43.0
25–34 19.8 45.2
35–44 20.6 54.4
45–54 19.3 43.6
>54 12.6 22.6

Gender
Male 55.6 47.8
Female 44.4 38.1

Education
Basic 38.0 53.0
Lower vocational 54.3 40.0
Upper vocational 4.0 20.9
Undergraduate or graduate 3.8 22.1

Number of dependant children
0 65.9 38.3
1 17.2 53.2
2 12.5 53.0
>2 4.4 56.6

Native language
Finnish 78.0 45.7
Swedish 17.4 27.6
Other 4.6 65.7

Previous labour-market status
Employed 55.7 38.0
Outside the labour force 44.3 50.4

Managerial tasks at previous job
Yes 19.2 27.5
No 80.8 47.3

Previous job in the public sector
Yes 39.3 44.3
No 60.7 43.0

Unemployment benefit
Assistance 43.0 61.2
Insurance 57.0 20.0

Total 100.0 43.5

Table 2. Distribution of months on social assistance, conditional on 
social assistance receipt, and median duration of unemployment in each 
category (n = 989).

% Median
duration

1 11.4 122
2 6.2 182
3 6.0 186
4 7.6 203
5 5.7 205
6 5.8 274
7 6.9 277
8 7.5 206
9 9.9 335

10 9.9 320
11 11.8 276
12 11.4 496

Total 100.0 228
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crossed.2 In each of the two stages, the outcome of
interest was assumed to be dependent on the similar
background variables.

Results

The unemployment duration variable was divided into
the intervals <3, 3–4, 5–6, 7–10, 11–18 and >18 months
of unemployment, in order to best fit the data. The
effect of the variable is not perfectly linear, which
also suggests a categorisation. Another motive, which
concerns the choice of setting the first interval at
<3 months, is that because it takes time for an unem-
ployment benefit application to be processed, there
is often a delay of some weeks in paying out the
unemployment benefit, which may generate a high
need for social assistance during the first weeks of
unemployment.

The first part of the hurdle model was estimated
in a stepwise fashion in order to determine the extent
to which single sets of variables contributed to the
probability of being a social assistance recipient. In
Model 1 in Table 3, only the unemployment duration
variable was used. As already indicated by descriptive
statistics, there was a significant positive effect of
unemployment duration on social assistance receipt. As
an example, the probability of being a social assistance
recipient was 31.4 per cent if an individual had been
unemployed for less than three months, in comparison
with 64.3 per cent if he or she had been unemployed
for more than 18 months.3 

There was no significant change in the estimated
impact of unemployment duration, or in the impact
of each control variable, when additional control vari-
ables were included into the estimations. I have there-
fore reported only the model in which all variables
representing socio-economic and demographic charac-
teristics are used (Model 2). The estimates for the
effects of these variables were as expected and will be
mentioned only briefly. 

The results indicate that social assistance receipt
was lower in the higher age brackets, which might be
explained by a higher degree of accumulated income
and savings. The probability of being a social assistance
recipient was also lower for females than for males. The
probability decreased with education as well, which is
a reflection of a higher degree of human capital and,
thus, income and savings. Similar arguments may

explain why the probability of being a social assistance
recipient is relatively low for individuals who were
previously employed and for people with previous
managerial tasks. Unemployed people with children
are more likely to be social assistance recipients than
those without children, since such families are in need
of greater income support. In comparison with Finnish-
speakers, Swedish-speakers are less likely to be social
assistance recipients, and those with other native
languages more likely.

Thus, the impact of unemployment duration on social
assistance receipt cannot be attributed to differences
in the distribution of socio-economic and demographic
characteristics. When type of unemployment benefit
was included in the estimations (Model 3), however,
the effect of unemployment duration tapered off sub-
stantially. It can also be seen that social assistance
receipt was much more common among UA recipients
than among UI recipients. The probability of being a
social assistance recipient was 41.8 per cent if the
reference individual was a UA recipient, in comparison
with 10.3 per cent if he or she was a UI recipient.4

As argued previously, it is plausible that the effect
of unemployment duration on social assistance receipt
differs between UA recipients and UI recipients.
Model 4, therefore, includes interaction terms between
unemployment duration and type of unemployment
benefit. The results indicated that a large part of the
positive effect of unemployment duration on social
assistance receipt disappeared.5 Many of these
estimates did differ from each other at a reasonable
level of significance.

The findings consequently suggest that the impact of
unemployment duration on social assistance receipt can
be explained to a large extent by differences in the
proportion of UA (or UI) recipients in the unemploy-
ment duration categories. For example, the proportion
of UA recipients, who have a substantially lower
unemployment compensation than UI recipients, was
42 per cent among those unemployed for less than
six months, as compared with 85 per cent for those
unemployed for more than ten months.

For the second part of the hurdle model, a similar
method was followed. These estimates also changed
only marginally when additional control variables were
included, and the results are therefore presented in a
similar manner (Table 4).

It should be noted that a coefficient represents the
estimated effect of each variable on the probability
(or actually, log odds) of being one month on social
assistance, conditional to social assistance receipt,

2  The approach seems reasonable if it is considered that there
may be a stigma related to social assistance receipt (see
Gustafsson, 2002; Moffitt, 1983), which would imply that the
underlying behaviour related to social assistance receipt per
se differs from behaviour related to time spent on social
assistance. 

3 1/(1 + exp − (−0.7825)) = 0.314 and 1/(1 + exp − (−0.7825
+ 1.3722)) = 0.643.

4 1/(1 + exp − (−2.1684 + 1.8383)) = 0.418 and 1/(1 + exp −
(−2.1684)) = 0.103.

5 Estimating separate models for UA recipients and UI
recipients yields similar results.
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Table 3. Results of models for social assistance receipt (n = 2,274).

Model 1 Model 2 Model 3 Model 4

Unemployment duration
<3 months – – –
3–4 0.1313 (0.1470) 0.0575 (0.1568) 0.0647 (0.1648)
5–6 0.0654 (0.1458) 0.1192 (0.1585) 0.0853 (0.1696)
7–10 0.6949 (0.1453) 0.6219 (0.1576) 0.4775 (0.1684)
11–18 0.8821 (0.1660) 0.8409 (0.1822) 0.0863 (0.2025)
>18 1.3722 (0.1366) 1.3007 (0.1491) 0.5703 (0.1685)

Age
<25 years 0.0677 (0.1427) −0.4970 (0.1544) −0.4491 (0.1555)
25–34 – – –
35–44 0.1195 (0.1377) 0.0654 (0.1508) 0.0430 (0.1526)
45–54 −0.2012 (0.1448) −0.1698 (0.1560) −0.2021 (0.1571)
>54 −1.1385 (0.1910) −1.0810 (0.1993) −1.1222 (0.2018)

Gender 
Male – – –
Female −0.2593 −0.1446 (0.1043) −0.1459 (0.1051)

Education
Basic 0.6242 (0.1057) 0.5442 (0.1118) 0.5314 (0.1121)
Lower vocational – – –
Upper vocational −0.6169 (0.2749) −0.4364 (0.2933) −0.4222 (0.2979)
Undergraduate or graduate −0.5696 (0.2739) −0.6790 (0.2896) −0.6714 (0.2955)

Number of dependant children
0 – – –
1 0.5672 (0.1381) 0.6832 (0.1498) 0.7065 (0.1505)
2 0.5582 (0.1529) 0.7963 (0.1648) 0.7994 (0.1665)
>2 0.2985 (0.2353) 0.4619 (0.2459) 0.4743 (0.2471)

Native language
Finnish – – –
Swedish −0.6783 (0.1298) −0.8001 (0.1369) −0.8153 (0.1377)
Other 0.7055 (0.2184) 0.0385 (0.2249) 0.0576 (0.2279)

Previous labour-market status
Employed – – –
Outside the labour force 0.3872 (0.1022) 0.1394 (0.1106) 0.1478 (0.1111)

Managerial tasks in previous job
Yes – – –
No 0.6096 (0.1342) 0.5587 (0.1386) 0.5677 (0.1401)

Previous job in the public sector
Yes 0.0163 (0.0977) 0.1609 (0.1052) 0.1727 (0.1058)
No – – –

Unemployment benefit
Assistance 1.8383 (0.1233)
Insurance – –

UB × Duration
UI × <3 months –
UI × 3–4 0.3662 (0.2419)
UI × 5–6 0.2239 (0.2508)
UI × 7–10 0.7489 (0.2511)
UI × 11–18 −1.0150 (0.7793)
UI × >18 0.2092 (0.3475)
UA × <3 1.9883 (0.2341)
UA × 3–4 1.7832 (0.2479)
UA × 5–6 1.9619 (0.2490)
UA × 7–10 2.2566 (0.2450)
UA × 11–18 2.0997 (0.2404)
UA × >18 2.5926 (0.2136)

Constant −0.7825 (0.0971) −1.4925 (0.1931) −2.1684 (0.2134) −2.2678 (0.2432)

Log likelihood −1,480.5032 −1,338.5947 −1,216.6774 −1,210.8006

Notes: The estimates refer to unexponentiated coefficients. Standard errors are in parentheses.
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Table 4. Results of models for number of months on social assistance (n = 989).

Model 1 Model 2 Model 3 Model 4

Unemployment duration
<3 months – – –
3–4 −0.1014 (0.0323) −0.0852 (0.0338) −0.0073 (0.0360)
5–6 −0.0072 (0.0316) −0.0793 (0.0342) −0.0714 (0.0356)
7–10 0.3319 (0.0295) 0.2545 (0.0326) 0.2335 (0.0345)
11–18 0.3794 (0.0325) 0.1841 (0.0353) −0.0730 (0.0372)
>18 0.7732 (0.0276) 0.5726 (0.0304) 0.3323 (0.0329)

Age
<25 years −0.1989 (0.0292) −0.3264 (0.0305) −0.3045 (0.0308)
25–34 – – –
35–44 0.2810 (0.0259) 0.2482 (0.0271) 0.2391 (0.0274)
45–54 0.5334 (0.0298) 0.5514 (0.0308) 0.5521 (0.0312)
>54 0.3083 (0.0403) 0.3585 (0.0423) 0.3483 (0.0426)

Gender
Male – – –
Female −0.0056 (0.0194) 0.1089 (0.0206) 0.1126 (0.0208)

Education
Basic 0.2575 (0.0201) 0.2429 (0.0208) 0.2358 (0.0209)
Lower vocational – – –
Upper vocational 0.1427 (0.0681) 0.1923 (0.0731) 0.1432 (0.0735)
Undergraduate or graduate −0.6058 (0.0698) −0.7266 (0.0689) −0.7597 (0.0693)

Number of dependant children
0 – – –
1 0.3295 (0.0256) 0.3639 (0.0267) 0.3765 (0.0270)
2 0.2457 (0.0287) 0.3865 (0.0300) 0.3839 (0.0303)
>2 0.3016 (0.0449) 0.3970 (0.0480) 0.4273 (0.0484)

Native language
Finnish – – –
Swedish −0.0073 (0.0291) −0.0267 (0.0303) −0.0295 (0.0306)
Other 0.3988 (0.0386) 0.2118 (0.0405) 0.2256 (0.0407)

Previous labour-market status
Employed – – –
Outside the labour force 0.0107 (0.0205) −0.0842 (0.0214) −0.0792 (0.0215)

Managerial tasks at previous job
Yes – – –
No 0.1257 (0.0298) 0.0482 (0.0311) 0.0523 (0.0312)

Prev job in the public sector
Yes 0.1196 (0.0196) 0.1781 (0.0206) 0.1848 (0.0207)
No – – –

Unemployment benefit
Assistance 0.8822 (0.0280)
Insurance – –

UB × Duration
UI × <3 months –
UI × 3–4 0.1845 (0.0644)
UI × 5–6 0.2500 (0.0642)
UI × 7–10 0.5297 (0.0635)
UI × 11–18 1.0582 (0.2465)
UI × >18 0.0967 (0.1529)
UA × <3 1.1189 (0.0558)
UA × 3–4 1.0267 (0.0586)
UA × 5–6 0.9133 (0.0585)
UA × 7–10 1.2332 (0.0570)
UA × 11–18 0.9623 (0.0551)
UA × >18 1.4164 (0.0521)

Constant 0.0194 (0.0207) −0.4474 (0.0397) −0.9900 (0.0464) −1.1728 (0.0591)

Log likelihood −3,677.4818 −3,488.4450 −3,359.1869 −3,347.0823

Notes: The estimates refer to unexponentiated coefficients. Standard errors are in parentheses.
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under the random-drawings assumption. The latter
means that social assistance propensity for one month
is independent of that for the following month. The
underlying probability is thus assumed to be the same
for each potential month in the order, given that the
person is a social assistance recipient.

Since the results apply to social assistance recipients
only, it is not surprising that the effects of the control
variables differed to some extent from the effects
reported social assistance receipt. It can be seen that
the number of months on social assistance was
higher for older recipients, for those with a low level
of education, for those with children, for those with

other native languages than Finnish or Swedish and for
those who were previously employed in the public
sector. The impact of gender, previous labour-market
status and previous managerial tasks seem to be
related to the type of unemployment benefit the person
receives.

There was, also for this second stage of the hurdle
model, a significant effect of unemployment duration,
which tapered off somewhat when the type of un-
employment benefit was included in the estimations.
To some extent, the impact of unemployment duration
also diminished when UI recipients and UA recipients
were allowed to be affected differently by the variable.

Figure 3. Predicted probability of being on social assistance different number of months according to unemployment duration, reference
individual in Model 2.

Figure 4. UI recipients’ predicted probability of being on social assistance different number of months according to unemployment duration,
reference individual in Model 4.
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It is difficult to make a straightforward interpretation
of the estimates in terms of time spent on social
assistance. I therefore performed some calculations, the
results of which are reported in Figures 3, 4 and 5.
These figures give the predicted probability of being on
social assistance for a given number of months, in the
various unemployment duration categories. Figure 3 is
based on the results of Model 2, whereas Figures 4 and
5 represent the results of Model 4.

Figure 3 indicates that the probability of being
less than six months on social assistance seems to be
inversely related to unemployment duration, whereas
the probability of being six months or more on social
assistance increases with unemployment duration. This
suggests that time spent in unemployment has an
increasing effect on time spent on social assistance only
for individuals who have a frequent need for social
assistance. Figures 4 and 5 show that this pattern
remained basically the same even when the type of
unemployment benefit received was taken into account.
It should be noted, however, that UA recipients are
much more likely to spend longer periods on social
assistance than are UI recipients, even when the impact
of socio-economic and demographic characteristics
have been controlled for.6

Conclusions

The results presented in this article indicate that the
impact of individual unemployment duration on the
probability of becoming a social assistance recipient
can be explained to a large extent by changes in the
distribution of types of unemployment benefit among
people with different lengths of time spent in
unemployment. The proportion of UA recipients is
higher among those who have been unemployed for a
longer period of time. As a result of the poor economic
compensation offered by the unemployment benefit
scheme compared with compensation paid to UI
recipients, UA recipients are more likely to become
social assistance recipients and to spend longer periods
of time on social assistance. The results also suggest
that, only for social assistance recipients who are in
frequent need of social assistance, unemployment
duration has an increasing impact on time spent on the
transfer.

The policy implications of the findings are that, in
order to reduce public spending on social assistance,
which is a major issue in many societies, measures
directed specifically at the unemployed are needed.
These measures should be focused on providing
employment opportunities first and foremost for the
most economically deprived, such as unemployed
individuals who are UA beneficiaries and social
assistance recipients who spend many months of the
year on social assistance.

The present analysis is limited, however, with respect
to a number of factors. In order to avoid causality prob-
lems, which could still be present if the possibility of

6 The results were similar when separate models for UI
recipients and UA recipients were estimated. The decline in
the predicted probability for UI recipients who had been
unemployed for more than 18 months was because of a small
number of observations; UI is exhausted at 700 days of
unemployment.

Figure 5. UA recipients’ predicted probability of being on social assistance different number of months according to unemployment duration,
reference individual in Model 4.
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social assistance recidivism is taken into consideration,
the data are restricted to the group of unemployed at
a given date and in a local labour market. Time spent
on social assistance was studied only in terms of the
number of months on social assistance during the year
following the date at which the cohort sample was
drawn. Furthermore, the available information concerned
only single spells of unemployment. Future research
efforts should therefore be directed towards obtaining
longitudinal, nationally representative data with linked
information on multiple unemployment spells and
multiple social assistance spells. Just constructing such
data sets needs to be put at the top of the agenda,
because no such data sets exist in Finland today.
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