Essays on labour market outcomesin the bilingual area of Finland
Jan Saarela

Doctoral dissertation publicly defended in Auditorium Sdin, Abo Akademi University, Abo,
March 21, 2003, at 12.00 am., for the degree of Doctor of Socia Sciences.

SAARELA, Jan, 2003, Essays on labour market outcomes in the bilingud area of Finland,

Department of Economics and Statistics, Abo Akademi University, 141 pp., ISBN 952-12-
1090-7.

The thess ams to unrave potentid differences in unemployment and very early retirement
experience between Finnish-speakers and Swedish-speskers in Finland. Such comparisons of
the two language groups have not previoudy been made. By utilisng unique linked register
data sts, the thesis dso explores the experiences of people in the locd labour market of the
City of Vasa, who were registered as jobseekers at the local Employment Service in 1996.

The edimaion results indicate that there is a subgantid language-group difference in
unemployment propendty, even when having controlled for the impact of education, age,
gender, municipdity of reddence and indudtrid dtructure. The between-group difference in
unemployment propendty is dso higher in muniapdities with a higher proportion of
Swedishrspeskers. It is plausble that laguage proficency and socid integration are
important in this context. Due to lack of data it is not, however, possble to measure these
factors explicitly.

In addition, there are remarkable language-group differences in very early retirement rates.
They should be interpreted as hedth disparities, and thus correspond with findings from
mortality andyses. Other factors than those demographic and socio-economic factors
observed here consequently also seem important. They may be related to each group’s ®cid
and culturd life patern, as wel as to socid networks, but they cannot be andysed explicitly
with the help of ordinary dataregisers.

The theds dso finds that the decisons made by the Employment Service, when
digributing job ingtructions to certain jobseekers, increase the overdl trangtion rate from
unemployment in comparison with a random assignment of these job offers. From a policy
point of view this is a pogdtive finding, as it suggests that public sector spending on these
activitiesmay be judtified.

The effect of economic compensation during unemployment on the trangtions from
unemployment is, however, farly modest. This is because individuds with higher
replacement rates have characterigtics that make them more competitive in the labour market
than those with lower replacement rates. People found in unemployment trgps thus become
employed despite their poor economic incentives. | cannot find any evidence in favour of the
hypothesis that the effect of the replacement rate varies with time spent unemployed.

The andyss results aso suggest there being an effect of unemployment duration on socid
assdance recapt, specificaly for those with bad unemployment compensation. Successful
attempts to chorten individuad unemployment spels may thus reduce public sector
expenditure on socid assstance subgantidly.
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