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ABSTRACT

Unemployment Insurance Eligibility and
Employment Duration

While extensive research on unemployment insurance (Ul) has examined how benefits
affect workers' job search, little is known about how eligibility conditions shape firms'’
hiring decisions. These conditions, often requiring a minimum work history, affect the value
workers place on contracts meeting the eligibility threshold. Exploiting a French reform
that modified these requirements after 2009, we show that firms internalize workers'’
preferences and adjust contract durations to align with the new threshold. This reveals
an overlooked ex-ante mechanism, where firms respond to Ul incentives when posting
vacancies—before meeting workers—rather than only through ex post adjustments. This
response shifts contract duration distributions, also affecting workers already eligible for Ul.
Our findings have two implications: first, Ul shapes firms' behavior at the vacancy stage,
influencing job creation decisions ex ante, not just separation decisions ex post; second, Ul
eligibility conditions generate significant spillover effects.
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Introduction

The design of unemployment insurance (UI) systems has far-reaching impacts on labor
market outcomes. The economic literature has widely documented the effect of the level and
duration of benefits on non-employment duration (Schmieder et al., 2016; Le Barbanchon et
al., 2024). By contrast, the impact of Ul on employment duration and the role of eligibility
conditions to qualify for UI benefits have received less attention. Eligibility conditions deter-
mine how much individuals must contribute to the funding of UI schemes to gain entitlement
to Ul benefits. They generally consist in a minimum work history condition.! These conditions
introduce a sharp discontinuity in the value of unemployment for workers at the work history
threshold, that may be internalized by employers. In addition to distorting job search, UI eligi-
bility may therefore also affect hiring and separation decisions. In that sense, both labor supply
and demand may respond to eligibility conditions, which would affect the equilibrium duration
of employment.

The main contribution of this paper is to show that UI eligibility conditions affect not only
job separations but also firms’ job creation decisions. While most of the existing literature
investigating the effects of UI on employment duration emphasizes the role of layoffs, we
uncover a new mechanism through which firms adjust hiring strategies. We exploit a natural
experiment in France, where a 2009 reform introduced a new UI eligibility threshold after
four months of work history, increasing the value of contracts just above the threshold (4-
month) relative to those just below (3-month). We show that firms internalize the impact of Ul
eligibility conditions for workers by designing more contracts whose duration lines up with the
new work history threshold.

Building on an administrative dataset covering the full universe of employment relation-
ships in France from 2005 to 2014, we compare the within-plant variation in the number of
4-month fixed-term contracts (FTCs) relative to 3-month FTCs, before and after the reform.
Our analysis shows that the introduction of the new threshold led to an 11% increase in the
number of 4-month FTCs relative to 3-month FTCs. This effect is stronger among firms with
high separation rates or with a large share of hires from the unemployment rolls—firms that are
arguably more aware of UI eligibility rules. It is also more pronounced in sectors facing labor
shortages, where firms have greater incentives to adapt contract duration to attract workers. Ex-
amining the threshold that is removed after the reform (6-month), we find limited evidence of
a symmetrical effect. The absence of a clear decrease in the number of 6-month FTCs relative
to 5-month FTCs suggests that the removal of a threshold is less salient than its introduction.

We interpret the increase in the relative prevalence of 4-month FTCs compared to 3-month

FTCs as the result of an ex-ante mechanism, whereby firms take into account the value of Ul

'Eligibility conditions vary considerably across countries (Boeri and Van Ours, 2013; OECD, 2014) and
within countries over time. For instance, in 2014, the minimum work history condition to qualify for UI benefits
varied from 0 to 24 months across OECD countries (OECD, 2014). Within each country, policy makers also
regularly update the value of this parameter, as it was the case in the 2020 UI reform in France.



eligibility for workers when posting a job vacancy, prior to meeting workers. To reinforce this
interpretation, we leverage vacancy data and provide more direct evidence that the observed
pattern is indeed driven by a job posting mechanism. Specifically, we find that, after the re-
form, firms post more vacancies for 4-month FTCs relative to 3-month FTCs. This ex-ante
mechanism is compatible with a framework where firms weigh the probability of filling a va-
cancy against contract duration. A longer contract increases the risk of being affected by a
negative productivity shock, while raising the vacancy filling rate. The introduction of a UI
eligibility threshold induces a discrete upward shift in the value that workers assign to con-
tracts that meet or exceed the threshold, relative to those that just fall short. This creates a
discontinuity in labor market tightness at the eligibility threshold, incentivizing some firms to
strategically cluster just above it when choosing contract durations.

Since firms do not observe the work history of their (future) hires when posting a vacancy,
we test the hypothesis that this shift in contract durations also affect workers not seeking for UI
eligibility. Consistently, we find a similar change in the distribution of 4- and 3-month FTCs
even when focusing on individuals who were already eligible for UI benefits at the time of
hiring. This result highlights a new form of externality, whereby UI eligibility rules affect not
only workers seeking eligibility, but also those who are already eligible.

By contrast, we find no evidence of (ex post) bargaining between firms and workers re-
garding the timing of job separations. To investigate this issue, we analyze the evolution of
layoffs at four months versus three months of tenure around the time of the reform and find no
significant changes in separation patterns. One possible explanation is that, in France, hiring
costs for short fixed-term contracts are relatively low—both in absolute terms and compared to
firing costs (Kramarz and Michaud, 2010). Consequently, firms have little incentive to renego-
tiate contract durations or termination timing ex post and instead adjust their behavior primarily
through ex-ante contract design.

To complete our analysis, we investigate whether the reform also had an impact on wages.
While wages for short and low-skilled jobs tend to be rigid, they could also be a choice variable
for firms who would trade an eligibility-granting contract against a lower wage. We test this
hypothesis using administrative payroll data and find no significant effect of the reform on the
relative wage of 4- and 3-months FTCs. Our estimates allow us to rule out effects larger than
0.9% in absolute value. Moreover, we find no evidence of compositional changes in observable
worker characteristics that could mask a wage effect. These results provide little support for
the idea that firms and workers share the rent associated with Ul eligibility through a change in
wage.

Our paper contributes to the literature on the impact of UI systems on employment. Ul can
influence employment through three main channels: (i) the job search channel; (ii) the sepa-
ration channel; (iii) the job creation channel. Building on the seminal paper of Baily (1978),
later extended by Chetty (2006), a predominantly microeconomic strand of the literature has

extensively documented the first channel. Treating unemployment as a random and irreversible



shock that severs the firm-worker relationship, these studies have examined the impact of Ul
on workers’ incentives to search and accept jobs.”? We revisit this question by examining the
job creation and separation channels, on top of the traditional job search channel. We therefore
shift the focus from (i) the effect on non-employment duration to the effect on employment du-
ration; (ii) the workers’ behavioral responses to the firms’ response. Finally, we also look at the
impact of UI eligibility conditions—a relatively understudied dimension compared to benefit
levels or durations.

A second strand of the literature—rooted in the perspective of Feldstein (1976)—has em-
phasized how Ul affects separations (i.e., the second channel). In this framework, firms strate-
gically use temporary layoffs as a cost-minimizing response to demand shocks.> The avail-
ability of UI benefits encourages firms to rely more on layoffs, reducing the impact of demand
fluctuations on hours worked while amplifying their effect on overall employment reductions.
Although this view has received less attention in recent years—especially in the US, where
short-term employment has declined—it remains highly relevant in dual labor markets such as
in Europe, where short FTCs account for a significant share of employment flows.* Empirical
evidence supporting this separation channel has been highlighted in a recent body of research
showing that both potential benefit duration (Winter-Ebmer, 2003; Baguelin and Remillon,
2014; Jager et al., 2023; Jessen et al., 2025) and UI eligibility conditions (Christofides and
McKenna, 1996; Green and Riddell, 1997; Baker and Rea Jr, 1998; Jurajda, 2002; Rebollo-
Sanz, 2012; Albanese et al., 2020; Martins, 2021; Van Doornik et al., 2023) affect job separa-
tions. Our contribution is to show that firms internalize Ul incentives already at the contract
posting stage, rather than only adjusting behavior after hires. In other words, we provide strong
evidence that Ul enters firms’ optimization decisions ex ante, thereby shaping job offers and
contract structures, rather than merely inducing ex post behavioral responses, such as layoffs.

Our paper also speaks to the literature on the macro vs. micro elasticity of employment
with respect to UL. The micro elasticity captures the effect of UI on workers’ search effort,
failing to account for general equilibrium effects that could arise through changes in labor

market tightness. Ul extensions can generate important crowding-out effects, consistent with

*Many papers have highlighted the impact of UI generosity and potential benefit duration on unemployment
duration (Lalive et al., 2006; Lalive, 2007; Landais, 2015) or reservation wages (Feldstein and Poterba, 1984;
Krueger and Mueller, 2016; Le Barbanchon et al., 2017) although the last two papers cannot reject the null hy-
pothesis of a zero effect. Reviews by Schmieder and Von Wachter (2016), Le Barbanchon et al. (2024) and Cohen
and Ganong (2025) summarize recent works on this issue. Other theoretical papers have highlighted the impact
of UI eligibility through a “re-entitlement effect”, i.e., the fact that the prospect of Ul eligibility makes current
employment more attractive, and thus counteracts the standard disincentive effect of Ul on job search (Mortensen,
1977; Ortega and Rioux, 2010). This entitlement effect affects the design of optimal UI (Hopenhayn and Nicolini,
2009; Zhang and Faig, 2012; Andersen et al., 2018).

3See also Baily (1977), which extends this perspective by providing a more general theoretical framework
encompassing both temporary and permanent layoffs. This effect of UI on layoffs is also explained by imperfect
experience rating, as shown by Topel (1983); Anderson (1993); Anderson and Meyer (2000).

“FTCs can be seen as the European counterpart to temporary layoffs, and are at the core of the adjustment
margin we study. In France, between 2012 and 2019, FTCs accounted for 97% of recalls, with a recall rate of 52%
(Charlot et al., 2024).



a job rationing model (Michaillat, 2012). In this model, UI impacts job finding rate through
a “rat-race” mechanism: a lower search effort by some jobseekers increases the probability
of matching for others if the labor demand response is limited (Landais et al., 2018). By
contrast, our findings point to a different mechanism: firms adjust their vacancy postings in
response to changes in Ul eligibility rules. In that sense, our results are more in line with models
that explicitly incorporate the job creation channel (Hagedorn et al., 2013, 2015; Mitman and
Rabinovich, 2015; Jung and Kuester, 2015; Hartung et al., 2022).> These models allow firms to
endogenously adjust their hiring behavior in response to Ul incentives. Our evidence of firms
shifting from 3- to 4-month FTCs after the reform directly supports this view. These general
equilibrium effects operating through the firm channel are reinforced by the effects we find
on indirectly treated workers—those who are already eligible for Ul In the spirit of Doniger
and Toohey (2022), we document that spillover effects also exist in response to the eligibility
criteria and are quantitatively important.® Not only does the work history criteria affect labor
demand, but it does so for a whole segment of the labor market. Focusing on the group of
directly treated workers, i.e. non-eligible workers, would ignore this indirect response.

Finally, we also contribute to the literature investigating the determinants of employment
duration, in particular the role of labor market institutions. This literature shows that employ-
ment protection legislation plays a major role in the spread of temporary employment (Boeri,
2011; Bentolila et al., 2012; Cahuc et al., 2016; Bentolila et al., 2020).” By contrast, little
attention has been paid to the impact of UI parameters on the rise in temporary work and job
insecurity. Our main contribution to this literature is to shed light on a new mechanism through
which labor market institutions may affect the segmentation of the labor market: to our knowl-
edge, this paper is the first to document an impact of UI eligibility rules on the duration of
FTCs.

The remainder of the paper proceeds as follows: Section 1 provides some institutional
background on UI and temporary jobs. Section 2 presents our data. The following sections
provide evidence on the impact of UI eligibility rules on employment duration (Section 3) and

on wages (Section 4). Section 5 concludes.

SWhether the job rationing or the job creation channel prevails depends on the impact of UI on labor market
tightness (Landais et al., 2018). If it is positive, as in Lalive et al. (2015); Marinescu (2017), the macro elasticity
is smaller than the micro elasticity. If it is negative, the macro elasticity is larger than the micro elasticity. Note
also that Johnston and Mas (2018) and Jessen et al. (2023) find a micro effect of changes in Ul potential benefit
duration on unemployment similar to the macro effect.

®Doniger and Toohey (2022) use changes in either UI benefit replacement rate or cap to show that non-directly
affected workers respond to these changes, in line with a model including information frictions and ex ante wage
commitments.

"See also Bentolila et al. (2020) for a recent review on this question. Note that an earlier strand of this
literature emphasizes the influence of macroeconomic shocks on temporary employment duration in the US and
Canada (Gray, 1978; Danziger, 1988; Wallace, 2001).



1 Institutional background

1.1 Unemployment Insurance

Like in most advanced economies, the French Ul system relies on two components: an
insurance part and an assistance part. The insurance part is characterized by a strong contrib-
utory link: what is paid to claimants is tightly linked to their contribution to the scheme. This
general principle translates into three different rules: (i) eligibility primarily depends on a min-
imum work history condition;? (ii) the potential benefit duration (PBD) is proportional to work
history; (iii) the amount of benefits and social security contributions is proportional to past
earnings and is constant during the unemployment spell.” As for the assistance component,
unemployed workers who exhaust their rights to UI benefits or are not eligible for them in the
first place may receive assistance benefits. Upon reaching the work history threshold, workers
experience a significant increase in the value of their outside option in the event of involuntary
unemployment, shifting from assistance-level benefits to the more generous UI benefits. This
increase is particularly pronounced for younger workers: individuals under 25 are not eligible
for the main assistance benefits in France. For older individuals, the level of assistance ben-
efits varies based on factors such as the number of dependent children. For instance, a single
individual without children, living alone, and earning the minimum wage could expect approx-
imately €800 per month in net UI benefits if eligible around the time of the reform. If not
eligible, she would instead receive €460 from the main assistance benefits, roughly half the
level of UI benefits. This gap widens for workers with higher previous earnings and, as noted,

is largest for younger people.

The 2009 reform

Our empirical analysis leverages an exogenous change in the minimum work history re-
quirement for UI eligibility to examine its impact on employment duration. Specifically, we
exploit a UI reform implemented on April 1, 2009,!° which introduced two major changes for
individuals terminating a contract from that date onwards: (i) a reduction of the minimum work
history condition, from 6 months over the last 22 months to 4 months over the last 28 months;

(i1) the introduction of a one-to-one relationship between the number of days worked over the

$8Besides the minimum work history condition, unemployed workers also have to fulfill the following require-
ments in order to receive benefits: (i) be younger than the compulsory retirement age; (ii) live on the territory
where unemployment insurance is applicable; (iii) be physically able to work; (iv) the job loss must be invol-
untary, even though some cases of resignation open entitlements to UI; (v) be actively looking for a job and be
available to work.

The gross replacement rate is a decreasing function of the level of the previous gross wage within the range
of 57.4% to 75%.

10The decree of March, 30t", 2009 (Arrété du 30 mars 2009 portant agrément de la convention du 19 février
2009 relative a 'indemnisation du chomage et de son réglement général annexé) is available here.


https://www.legifrance.gouv.fr/jorf/id/JORFTEXT000020466929

last 28 months and the PBD.!! Table 1 summarizes these changes. The 2009 reform did not
affect the other main features of the Ul system described in the previous paragraph.

After the reform, the minimum work history required for UI eligibility was reduced to
4 months. We use this natural experiment to identify the effect of eligibility conditions on
employment duration (Section 3). While the reform also affected the PBD, the change was
marginal at the 6-month eligibility threshold. We cautiously check that our results are not
affected by this small change.

Importantly for identification, workers and firms could not anticipate the change in the eligi-
bility parameters implemented in April 2009. The reform aimed at: (i) providing a replacement
income to non-employed workers with a short work history, especially those under the age of
25;'2 and at (ii) simplifying the complex rules which determined the potential benefit duration
at that time (see Table 1). The purpose of the law was stated as early as January 2008 in a
collective agreement at the national level between trade unions and employers’ associations
who manage the Ul system in France. However, the actual parameter change in the eligibility
criteria—from 6 months to 4 months—was not decided before late December 2008, as a result
of a long negotiation process between employers’ and employees’ representatives.'> The bar-
gaining process over the parameters of the UI system is known for being highly non-transparent

and not well covered in the media, and the risk of anticipation behavior is therefore limited.

Table 1: Main changes in the regulations gov-
erning unemployment insurance rules over the
2005-2015 period

Potential benefit duration

Contract termination Minimum work histo; . .
Y according to the work history (WH)

7 months if WH > 6 months over the last 22 months

Jan 1, 2002 to Jan 17,2006 6 months over the last 22 months 23 months if WH > 12 months over the last 24 months

7 months if WH > 6 months over the last 22 months
Jan 17, 2006 to April 1,2009 6 months over the last 22 months 12 months if WH > 12 months over the last 20 months
23 months if WH > 16 months over the last 26 months

April 1,2009 to Oct 1,2017 4 months over the last 28 months 1 to 1 relationship up to 2 years

NOTE: This table offers an overview of the main changes affecting unemployment insurance rules over our period of analysis (2005-2015). The
2006 reform does not affect contracts shorter than 12 months and is therefore expected to be neutral for employers’ and employees’ behavior
with regards to 4- and 6-month contracts. After the 2009 reform, the PBD cannot exceed 2 years, except for workers older than 50 years, for
whom the maximum PBD is 3 years.

Before the reform, the PBD was a step function of workers” work history.

12 A5 mentioned, in France, individuals under the age of 25 are not eligible for the assistance benefits (Revenu
de Solidarité Active)

13The text of the January 2008 agreement is available here, and the text of the December 2008 agreement here.


https://www.google.com/url?sa=t&rct=j&q=&esrc=s&source=web&cd=&ved=2ahUKEwjGjpXQ5bX0AhWa8rsIHY6GDPIQFnoECAUQAQ&url=http%3A%2F%2Fwww.lefigaro.fr%2Fassets%2Fpdf%2FModernisationdumarchedutravail.pdf&usg=AOvVaw3bDrZivurAxKiu04tMmpXF
https://www.unedic.org/indemnisation/textes-reglementaires/conventions-dassurance-chomage/accord-national-0

1.2 Temporary employment

Non-standard forms of employment have rapidly expanded since the 80’s in most developed
economies, including France. As a result, labor market segmentation and inequalities among
workers have been increasing (Kalleberg et al., 2000; Boeri, 2011; OECD, 2014). These jobs
are predominantly held by vulnerable workers (Kahn, 2010). They create uncertainty and are
most often not stepping stones to stable employment. '

The share of temporary jobs in total employment has steadily increased over the past three
decades in OECD countries (Figure B1). This trend is particularly pronounced in European
countries, where it has risen from 9% in 1980 to 15% in 2019, in part because these countries
have implemented several policies liberalizing the use of fixed-term work contracts (Berton and
Garibaldi, 2012; Boeri and Van Ours, 2013). In contrast, the regulation of permanent contracts

has been left essentially unaltered, resulting in dual labor markets (Jahn et al., 2012).

Temporary employment in France

Fixed-term contracts (FTCs) were introduced in the late 70’s in France in order to reduce
the cost related to job separations (Blanchard and Landier, 2002).!> They are used to hire
workers on a specific and temporary task and, except in cases of serious misconduct on the
part of the worker, they cannot be terminated before their end.'® Employment protection is
much higher for permanent contracts than for FTCs, resulting in a dual labor market in which
transition rates from fixed-term to permanent employment are relatively low (Bentolila et al.,
2012). This duality is reflected in average monthly job destruction rates: over the pre-reform
period (2005-2008), 29.5% of FTCs were terminated each month, as compared to 3.2% for
open-ended contracts.!” Figure B2, which plots the evolution of the monthly destruction rate
by contract type, also shows the stronger cyclical sensitivity of FTCs as compared to permanent
contracts.

Like in other OECD countries, the share of FTCs in total employment has been growing

14See for example Giiell and Petrongolo (2007); David and Houseman (2010); Givord and Wilner (2015) or
Garcia-Pérez et al. (2019) on the absence of stepping stone effect. Note also that workers under this type of
contract also suffer a higher risk of adverse health effects (Virtanen et al., 2005), exhibit higher levels of job
dissatisfaction and insecurity (Clark and Postel-Vinay, 2009) and have more unstable family situations (Landaud,
2021).

SPermanent contracts are subject to a high level of employment protection and firms can lay off workers
under this type of contract only for two reasons: (i) personal, in which case firms have to prove that the worker
is unable to do the job for which she was hired; (ii) economic, in which case, firms have to prove that they need
to downsize. Except in cases of serious misconduct on the part of the worker, firms are required to grant a notice
period and a severance pay to the worker. Note also that systematically hiring workers under permanent contracts
and dismissing them during the probationary period instead of using temporary contracts is illegal (Cahuc et al.,
2020).

18Examples of reasons to hire under a FTC are: (i) the replacement of an employee on leave; (ii) a temporary
increase in activity; (iii) a seasonal activity; or (iv) to facilitate employment of targeted groups (youth, long-term
unemployed, etc.). See e.g., Cahuc et al. (2016) for more details on the legal rules for the termination of temporary
contracts in France.

7These numbers were computed by the authors, based on the MMO dataset which is described in Section 2.



in France. It increased more than threefold between the mid 80’s and 2019 (from 5% to 16%,
Figure B1). The importance of FTCs is even more striking in terms of hiring flows. In our
data, we measure that FTCs accounted for 62% of all hiring flows during the pre-reform period
(2005-2008) (Table B2; see also Givord and Wilner (2015)). Beyond their prevalence, FTCs
are strikingly short: 57% of the FTCs finishing in the pre-reform period lasted less than one
month, and 93.5% lasted less than a year. This indicates that a large proportion of labor market
flows involve FTCs shorter than one year. These trends have strengthened in more recent
years (Milin, 2018). As expected, FTCs also strongly contribute to the unemployment inflows.
Over the pre-reform period, 75% of individuals registering as unemployed were previously
employed under FTCs, as opposed to 25% for permanent contracts (Table B1). Our main
empirical analysis focuses on the new 4-month cutoff introduced by the UI reform. FTCs of
3 and 4 months combined represent 4.9% of all hiring flows, 7.9% of all FTCs, 18.9% of the
FTCs longer than a month (Table B2) and 5.6% of total unemployment inflows during this
period (Table B1).

2 Data and working samples

To analyze the impact of UI eligibility on employment duration, we mainly draw on an
administrative database which tracks firms over the 2005-2014 period and covers the universe
of work contracts in France, namely the Mouvements de Main d’Oeuvre (hereafter, MMO). All

other datasets exploited in this paper are described in Appendix A.

2.1 The MMO data

The MMO dataset is provided by the French Ministry of labor and comes from monthly
records that employers from private and public plants with at least 50 workers as well as self-
employed workers must fill.'® It includes all employment inflows and outflows in those plants
and provides information on the date and type of flows (separation motive, nature of the con-
tract), on workers’ characteristics (gender, nationality, occupation, month and year of birth,
municipality of residence) and on plants’ characteristics (size, economic sector). Importantly,
it also includes a unique identifier per plant, allowing us to track plants over time.'”

The MMO data have the notable advantage of providing accurate information on the start
and end dates of employment contracts as well as the reason for separation. The unit of ob-
servation is therefore the work contract. As French law imposes a waiting period between two
successive FTCs, the vast majority of successive FTCs are observed as two separate observa-

tions in the MMO data. However, job-to-job transitions that involve the same employer and

18Plants of less than 50 employees are surveyed to complement the dataset.
Note, however, that the MMO dataset does not include a worker identifier for our period of analysis, such
that it is impossible to follow workers over time.



do not require a waiting period—such as FTCs converted directly into permanent positions—
are treated as a single employment spell. In the analyses presented in Section 3.1, we therefore
need to assume that conversion behavior—and immediate renewal behavior in the few cases
where the waiting-period rule is not binding—did not change differentially by contract dura-
tion after the reform. Although we cannot formally test this assumption, we provide evidence
supporting it in Appendix C1, based on the French Labor Force Survey. In addition, we show
in Section 3.2.1 that our main results are robust to using vacancy data, which do not suffer from
this limitation.

Our data gathers all contracts ending between 2005 and 2014, disaggregated by separation
type. A vast majority of the observations corresponds to ends of FTCs (21,471,092). Other
separation motives mainly include quits (3,113,375), personal dismissals (1,359,754), end of
trial periods (895,680) and retirement (781,744). Economic layoff (330,480) and pre-retirement
(15,825) are the least observed motives.

Working sample

Our main empirical analysis focuses on the new cutoff introduced by the Ul reform at 4
months. Our main analysis focuses on the sample of plants who had at least one FTC of 3 or 4
months—that is, +/- 30 days around the cutoff—over the pre-reform period (2005-2008).2° Our
main working sample includes 45,295 plants and covers a large share of the FTC labor market:
plants in our sample represent 27% of the plants hiring workers under FTCs in the private
sector before the reform (2005-2008), and account for two-thirds of the FTCs signed in the
economy over this period. They signed about 400,000 3- and 4-month FTCs over this period,
which represents 7.9% of all FTCs signed in the private sector before the reform or 10.7% if we
consider employment duration.?! In our empirical analyses, we also look at the potential effect
of the reform on other cutoffs. When we do so, we construct the working sample along the
same lines: for example, when working on the 6-month cutoff, we use the sample of firms who
had at least one FTC of 5 or 6 months over the pre-reform period. Figures 1a and 1b depicts
the distribution of contract duration observed in the full sample of FTCs, focusing on the 2007-
2010 period (i.e., a short symmetrical window around the reform). Both figures show a clear
regularity in contract duration at the month and, to some extent, week level. More importantly,
Figure 1a reveals a clear shift from 3-month contracts to 4-month contracts after the reform:
the post density lies under the pre density for every duration between 3 and 4 months, while it

lies over the pre density for every duration between 4 and 5 months. Such “reallocation” is less

20We check that our main result is robust to using the whole sample of plants, without this restriction (see
Appendix B). In the empirical analysis, the daily contract duration is rounded down to the bottom monthly value.
We therefore call "4-month contracts", contracts of duration between 122 and 151 days and "3-month contracts",
contracts of duration between 91 and 121 days.

21 As shown in Table B2, short FTCs are disproportionately found in the French economy. Therefore, the share
of FTCs signed by firms in our sample among all FTCs of at least a month increase to 18.9% and 11.4% in terms
of number of contracts and employment duration respectively.



visible to the eye in the vicinity of the 6-month cutoff (Figure 1b). We thoroughly investigate

the effect of the reform on these two cutoffs in Section 3.

Figure 1: Distribution of the duration of fixed-term contracts before and after the reform
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Note: This figure shows the distribution of fixed-term contract duration in the MM O dataset, over the 2007-2010 period. The black solid
curve corresponds to the pre-reform period (2007-2008) and the red dashed curve to the post-reform period (2009-2010). The vertical lines
correspond to the 3, 4 and 5-month thresholds in Figure 1a, and to the 5, 6 and 7-month thresholds in Figure 1b.
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2.2 Other datasets

Complementary analyses rely on five additional datasets: (i) the FNA dataset, i.e. data from
the unemployment insurance agency; (ii) the FH-DADS dataset, which matches payroll data
with UI data; (iii) the French Labor Force Survey; (iv) Vacancy data from the French Public
Employment Services; (v) the Réponse survey asking employers and employees about the state

of employment relationships. All these datasets are described in details in Appendix A.
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3 The impact of Ul eligibility on employment duration: em-
pirical analysis

Before presenting our main analyses regarding the effect of the reform on the design of
FTCs, we first analyze whether workers discontinuously exit employment when they reach
the UI eligibility threshold—a result already demonstrated in the literature (see, e.g., Rebollo-
Sanz (2012), Albanese et al. (2020), and Martins (2021)). We proceed in two steps. Using
the FH-DADS data over the period 2005-2012, we check that the probability of transitioning
from employment to registered unemployment discontinuously increases at the work history
thresholds, both before and after the 2009 UI reform. Then, we demonstrate that the overall
probability of exiting employment—including transitions to both registered and non-registered
unemployment—discontinuously rises at the same thresholds.?” These analyses are detailed in
Appendix C3.

In this section, we push the analysis one step further by examining the extent to which the
design of FTCs is affected by the Ul eligibility threshold. Firms deciding on contract duration
balance the attractiveness of a contract and the risk of retaining a non-productive worker in
a long-term employment relationship. The 2009 UI reform increased the value of 4-month
FTCs for workers seeking UI eligibility. We expect firms to internalize this change, leading
to bunching in contract duration just above the 4-month threshold. In this section, we test
this idea by empirically assessing whether firms reacted to the introduction of a new work
history threshold for UI eligibility by changing the duration of the FTCs they offer (Section
3.1). Our results show that, in addition to the ex-post mechanism highlighted by the literature
and confirmed in Appendix C3, Ul eligibility also affects the ex ante design of contracts. Next,
we present evidence on the job posting mechanism driving this response (Section 3.2) and
examine spillover effects on workers beyond those seeking Ul eligibility (Section 3.3). Finally,
we investigate the effect of removing the 6-month threshold on the duration of FTCs on the 5-6
month FTC segment (Section 3.4).

22Registered unemployment refers to individuals who formally register with the unemployment insurance
agency to claim benefits or access job placement and counseling services. Non-registered unemployment refers
to individuals who are unemployed but do not register with such agencies, either because they are not eligible,
choose not to register, or are seeking work informally. Registered and non-registered unemployment add up to
total non-employment.
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3.1 The impact of introducing a new work history threshold for UI eligi-
bility
3.1.1 Empirical methodology

In this section, we investigate whether the introduction of a new work history threshold for
Ul eligibility affects the duration of FT'Cs scheduled by employers. Firms may strategically set
contract lengths just above the threshold to increase the probability of filling their vacancy. To
empirically test this idea, we exploit the MMO dataset and compare the relative change in the
number of 3- and 4-month FTCs around the time of the reform in our main working sample,
which is described in Section 2. We aggregate observations at the plant x year x contract-
duration level?® and we compare trends in the within-plant number of 3-month and 4-month
FTCs finishing each year, before and after the reform. In practice, we estimate the following
equation:

Vil = a+ By.post, + Bo.Lges + Bs.posty * Lgey + pu; + €, 8

where V¢ is equal to the number of contracts of duration d € {3;4} ending in plant ¢ in year
t, post, is a dummy variable that equals 0 before the reform was implemented in April 2009
and 1 for all subsequent periods, and 144 is a dummy variable indicating 4-month contracts.>*
We add plant fixed effects (14;) to account for plants’ time-invariant determinants of recruitment
policies. Standard errors are clustered at the plant level. When no FTC of duration d is termi-
nated in firm ¢ during year ¢, Y;¢ takes the value 0. The parameter of interest, 33, captures the
change in the average number of 4-month contracts ending each year in each plant before and

after the reform, relative to the number of 3-month contracts.

3.1.2 Main results

Results displayed in the first column of Table 2 indicate that the introduction of a new UI
eligibility threshold at 4 months caused by the 2009 reform induced a significant increase in the
number of 4-month FTCs relative to the number of 3-month FTCs. The estimated coefficient
implies a relative increase of 0.11 4-month FTCs ending each year in each plant. This is a large
effect: it represents a 11% increase with regards to the pre-reform outcome mean. Equivalently,
our results mean that 15,000 contracts were affected in our sample of firms after the reform (45
295 (plants) x 0.11 x 6 (years)), which represents 0.6% of the FTCs of at least a month signed

in these plants over the post-reform period.>> The main effect estimated in Table 2 is identified

23The daily contract duration is rounded down to the bottom monthly value. We therefore include contracts of
duration between 122 and 151 days (hereafter "4-month contracts") and contracts of duration between 91 and 121
days (hereafter "3-month contracts").

24Note that each observation for year ¢ covers the period from April, 1 of year ¢ to March,31 of year ¢ + 1.

B0ur 0.11 effect accounts for 30,000 contracts. However, since these 30,000 corresponds both to the decrease
in 3-month contracts and the increase in 4-month contracts as a result of the shift in contract duration, we can
consider that only half of the 30,000 are affected.
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over all of our period of observation before and after the reform (2005-2014). In column (2),
we apply the same approach to observations from years closer to the reform (2007-2010) to
reduce the risk of other factors, such as macroeconomic shocks or other labor policies, con-
founding our results. With this adjustment, the estimated effect of the reform increases to 0.17,
1.e. 17% of the pre-reform outcome mean (see column 2). This is equivalent to 1% of the FTCs

of at least a month signed in these plants over the period 2007-2010.

Table 2: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs

Number of contracts

(1) (2)
4-month FTC -0.3804*** -0.3937%**
(0.01779) (0.01922)
Post-reform -0.2645%** -0.3108***
(0.01622) (0.01720)
4-month FTC x Post-reform  0.1096%** 0.1728%**
(0.01570) (0.01905)
Constant 1.2925%*%* 1.3339%**%*
(0.01252) (0.01246)
Firm fixed-effect v v
Time period 2005-2014 2007-2010
Observations 905,900 362,360
Outcome mean (pre reform) 0.976 1.025

Note: The table shows the effect of the UI reform on the number of 4-month
fixed-term contracts relative to 3-month fixed-term contracts, based on MMO
data, using Equation (1). Each observation corresponds to the number of fixed-
term contracts of a certain duration (3 or 4 months) terminated in a given plant
in a given year. Column (1) refers to our main working sample and column
(2) restricts to observations close to the reform year (i.e., years 2007-2010).
Standard errors (in parentheses) are clustered at the plant level.* p<0.10, **
p<0.05, *** p<0.01.

Model (1) identifies the causal impact of the change in the eligibility criterion under the
assumption that, absent the reform, the difference in the number of 3- and 4-month FTCs
ending each year in each plant would have remained stable on average. While this assumption
cannot be formally tested, we provide evidence that it is a reasonable assumption. To estimate
the dynamic effect of the reform and check for the absence of different pre-trends, we estimate
Equation (2). In this model, we interact the dummy variable indicating 4-month FTCs with
yearly dummies Y eary,, instead of a post variable. Each year dummy covers the period from
April k£ to March £ + 1 and takes the value 1 when ¢ equals k:

d_ d
Vid=a+Blgs+ Y, wYeary,«Loa+ Y O0p.Yearys+p; + €} (2)
k£2008 k+2008

The resulting estimates of the parameters v, are displayed in Figure 2. It depicts a clear jump

after the reform, with the number of 4-month contracts (relative to 3-month contracts) remain-
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ing at higher levels in all subsequent years, whereas no significant difference is observed before
the reform. This provides support to our identification assumption: one can clearly reject the
presence of different pre-trends in the number of each type of contracts before the reform and
the effect kicks in right after the reform.

Overall, the results outlined in Table 2 and Figure 2 highlight a long-lasting change in the
duration of FTCs following the introduction of the new Ul eligibility threshold. The results are
in line with an ex-ante mechanism: firms internalize the incentive for workers to be eligible for
UI benefits. As a result, they are more likely to offer FTCs that grant UI eligibility to attract
more workers and increase their chances to fill their vacancy. In Section 3.2, we provide further
evidence based on vacancy data to rule out that our effect is driven by ex-post bargaining.

The effect of the reform should be particularly pronounced for firms: (i) that are well aware
of UI rules; (ii) that experience difficulties in recruiting workers. We empirically test (and
confirm) these intuitions in Section 3.1.4, after checking the robustness of our main result in
Section 3.1.3.

Figure 2: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Yearly estimates

Number of contracts: 4 vs 3 months

2004 2006 2008 2010 2012 2014
Ending date of the contract

e 4v3 coefficient 95% CI

Note: The figure plots the v, coefficient obtained from the estimation of Equation (2). They measure the yearly estimates of the effect of the
UI reform on the number of 4-month fixed-term contracts relative to 3-month fixed-term contracts, based on MMO data. The reference year
is 2008, the last pre-reform year. Standard errors are clustered at the plant level. The vertical dotted line shows the timing of the reform.

15



3.1.3 Robustness checks

In this section, we present three types of robustness checks: (i) we first test the robustness
of our main result to an alternative sample selection; (ii) we replace the outcome variable in
levels by it equivalent in logs; (iii) we confirm that our result is specific to the 3-to-4-month
threshold. Appendix C2 provides a detailed explanation of these tests and their exact findings.
Overall, the results confirm the robustness of our analysis when using the full sample of plants,
including those that did not hire any workers on either 3-month or 4-month contracts before the
reform. Similarly, specifying the dependent variable in logs rather than levels does not alter the
conclusions. Lastly, when analyzing alternative thresholds that should be minimally, if at all,

affected by the reform, we find that the pattern observed at four months remains unique.

3.1.4 Heterogeneity analysis

In this section, we investigate the mechanisms driving our main result. Firms with greater
knowledge of Ul regulations are likely to respond more strongly to the introduction of the new
UI eligibility threshold. Likewise, firms operating in certain economic sectors—particularly
those struggling with labor shortage—are expected to have stronger incentives to adjust the du-
ration of FTCs to attract more workers. To test these hypotheses, we examine the heterogeneity

of the main effect along these dimensions.

Firm knowledge of UI rules. We use two proxies for firms’ knowledge of Ul rules: (i) the
separation rate; (ii) the share of workers hired from the unemployment rolls during the pre-
reform period (2005-2008). Firms that frequently hire workers on short-term contracts are
likely to have a better understanding of UI rules, particularly those affecting workers at the
eligibility margin. This should also be the case for firms frequently recruiting workers from
the unemployment pool, as employers may learn about UI rules from their employees. We
therefore expect firms with a high separation rates and firms with a high share of hires from the
unemployment rolls to be more responsive to the introduction of a new Ul eligibility threshold.

To measure plant separation rate, we use the MMO data and compute the annual aver-
age number of terminated FTCs divided by the total number of employees in 2005-2008. To
measure the share of employees recruited from the unemployment rolls, we leverage the FH-
DADS dataset (see Appendix A).?® We then estimate Equation (1) separately for plants above
vs. below the median of each of these measures. To reduce noise in both measures, we re-

strict the analysis to plants with at least 20 employees over the 2005-2008 period (i.e., 85%

25The index is computed as the share of employees hired between 2005 and 2008 who were registered as
unemployed the day before being hired. Over this period, slightly more than half of plants recruited at least one
worker from the unemployment rolls in our data. As the FH-DADS is a representative panel covering 1/12 of
the workforce, some plants do not appear during the observed period, in which case they are dropped from this
analysis.
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of plants).?’” Figure 3a shows that the effect of the reform is overwhelmingly driven by plants
above the median of the pre-reform separation rate distribution, with a coefficient implying a
relative increase of 0.23 4-month FTCs ending each year in each plant. Conversely, the effect
is null and insignificant for plants below the median. Similarly, the effect of the UI reform is
more pronounced for plants with a pre-reform share of hires from unemployment rolls above
the median. The estimated coefficient is more than twice as large as for above-median plants
compared to below-median plants (Figure 3b). The same pattern is observed when using the
log of the number of contracts as the dependent variable (Figures B3a and B3b).

To confirm these results, we estimate a triple interaction model. For each of our two vari-
ables measuring firm knowledge of UI rules, we define a dummy variable M ed;, which equals
1 if the firm falls within the top 50% of the pre-reform distribution of this variable. We then

estimate an extended version of Equation (1) as follows:

Y;lti =+ ﬁl.pOStt + 52-]ld:4 + ﬁg.pOStt * ]ld:4 + 64~1d:4 * Med, (3)
+ B5.posty * Med; + Bg.post, * 1g_q x Med; + ji; + €%

Results presented in Table 3 confirm the significantly stronger effect of the UI reform for
plants with a pre-reform separation rate above the median (column 1) and for plants with a
pre-reform share of hires from unemployment above the median (column 2). These results are
robust to the use of a log specification (columns 1 and (2) of Table B3) or to the inclusion of
plants with less than 20 employees (columns 5 and 6 of Table B3). They are also robust to an
alternative specification which combines both variables into a quadruple interaction model.?
Results presented in Table B3 (column 4) show that the reform’s effect is more pronounced in
plants with a high separation rate and that frequently recruit from the unemployment rolls: the

coefficient of the quadruple interaction is positive and highly significant.

2T This restriction allows us to focus on plants with a sufficient number of hires, ensuring that our measures of
separation and share of hires from unemployment are meaningful and not overly noisy. For instance, in our data,
43% of plants with fewer than 20 employees made no hires at all during the 2005-2008 period, compared to 13%
for larger firms. We nevertheless show that our results are robust to the inclusion of these plants.

28We estimate an extended version of Equation (1), which further interacts post; * 14-4 with a dummy in-
dicating that the plant falls within the top 50% of the pre-reform distribution of the separation rate variable and
with a dummy indicating that the plant falls within the top 50% of the pre-reform distribution of hires from the
unemployment rolls (along with all relevant double and triple interactions not accounted for in fixed effects).
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Figure 3: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Heterogeneity analysis
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Note: This figure plots coefficient 53 obtained from the estimation of Equation (1). Each coefficient is estimated separately on plants above
and below the median of the heterogeneity variables. Figure 3a compares plants above and below the median of the plant-level separation rate
(i.e., the plant’s annual average number of terminated FTCs divided by total employment). Figure 3b compares plants above and below the
median share of hires from the unemployment register. Figure 3¢ compares plants in sectors with labor shortages above and below the median
value of the labor shortage indicator. All heterogeneity variables are defined over the pre-reform period (2005-2008). Standard errors are
clustered at the plant level.
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Table 3: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Heterogeneity by plant separation rate and recruitment from unemployment roll

Number of contracts

(D (2)
4-month FTC -0.1472% % -0.1533***
(0.00552) (0.01742)
Post-reform 0.0098 -0.17771%**
(0.01462) (0.01262)
4-month FTC x Post-reform -0.0019 0.0542***
(0.01327) (0.01266)
4-month FTC x Separation -0.5888***
(0.04451)
Post-reform x Separation -0.5697***
(0.03994)
4-month FTC x Post-reform x Separation = 0.2293%%**
(0.03896)
4-month FTC x U rolls -0.5044%**
(0.04084)
Post-reform x U rolls -0.1284%%*%*
(0.03630)
4-month FTC x Post-reform x U rolls 0.0797**
(0.03504)
Constant 1.4716%** 1.5741%%*
(0.01489) (0.01611)
Firm fixed-effect v v
Observations 749,560 691,080

Note: The table shows the heterogeneity of the Ul reform’s effect on the number of 4-month
fixed-term contracts relative to 3-month fixed-term contracts, according to plant separation
rate and plant share of hires from the unemployment rolls. A triple interaction model de-
scribed in Equation (3) is estimated using our main MMO working sample, restricted to plants
with at least 20 workers over the pre-reform period (2005-2008). The Separation variable is
a dummy indicating that the plant belongs to the top 50% of the separation rate variable. The
U rolls variable is a dummy indicating that the plant belongs to the top 50% of the share-of-
hires-from-unemployment variable. Standard errors (in parentheses) are clustered at the plant
level. * p<0.10, ** p<0.05, *** p<0.01.

Labor shortage. Firms in economic sectors experiencing labor shortages are also expected
to be more affected by the reform, as they have stronger incentives to align FTC durations with
the eligibility cutoff to attract more workers. To examine this, we start by analyzing the hetero-
geneity of the reform’s effect across economic sectors. We repeat the estimation of Equation
(1) separately in each of the sixteen 1-digit economic sectors and we display the distribution
of sector-specific estimates in Figure B4a. The figure reveals significant heterogeneity, with
some sectors being much more affected than others.?® To take one step further, we then build
a measure of labor shortage at the sector level, based on data from the 2004-2005 Réponse

survey (see Appendix A). We use the proportion of firms reporting hiring difficulties in the

2 A similar pattern is observed when estimating a model in which the dependent variable is expressed in log
(Figure B4b).
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sector.’® We then estimate Equation (1) separately for plants in sectors above vs below the me-
dian of the labor shortage index. We find that the effect of the Ul reform is larger for plants in
sectors above the median of the pre-reform labor shortage distribution, with an estimated coef-
ficient 1.6 times as large as for plants below the median (Figure 3c). The contrast between both
subsamples is even more marked when estimating a model in which the dependent variable is
expressed in log (Figure B3c). We also estimate a triple interaction model (Equation (3)) where
Med; is a dummy variable indicating that the plant operates in a sector above the median of
the pre-reform labor shortage variable. The results presented in Table 4 tend to confirm that the
reform’s effect is larger in economic sectors where firms face hiring difficulties. The estimated
coefficient for the triple interaction is positive and marginally not significant (p-value = 0.14).
Reassuringly, the coefficient is positive and strongly significant when using a log specification
(Column (3) of Table B3).

Other heterogeneity dimensions. To complete our heterogeneity analysis, we also examine
how the reform’s effect varies with plant size and workers’ characteristics. Splitting firms into
size quartiles, we observe that firms in the top 25% of the firm size distribution appear to drive
the effect in absolute terms (Figure B5Sa). However, this is not true for the relative effect (Figure
B5b). Finally, we also examine whether the effect of the reform varies according to workers’
characteristics. To do so, we estimate Equation (1) on different subsets of our main working
sample, defined according to workers’ age, gender, socioeconomic status and nationality. This

analysis reveals very little heterogeneity along workers’ characteristics (Figure B6).

3Specifically, we use the following question: "In 2004, did your firm experience hiring difficulties for some
categories of workers?".
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Table 4: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Heterogeneity by labor shortage in the economic sector

Number of contracts

ey
4-month FTC -0.0875%**
(0.00198)
Post-reform -0.1250%#%%*
(0.00295)
4-month FTC x Post-reform 0.0305%**
(0.00218)
4-month FTC x Shortage -0.0389#*%*
(0.00340)
Post-reform x Shortage -0.0017
(0.00475)
4-month FTC x Post-reform x Shortage 0.01237%*%*
(0.00360)
Constant 0.5100%***
(0.00150)
Firm fixed-effect v
Observations 711,300

Note: The table shows the heterogeneity of the UI reform’s effect on the number of 4-month fixed-
term contracts relative to 3-month fixed-term contracts, according to labor shortage in the economic
sector. A triple interaction model described in Equation (3) is estimated using our main MMO
working sample. The Shortage variable is a dummy indicating sectors in the top 50% of the labor
shortage variable (defined as the share of plants’ declaring hiring difficulties in this sector in the
2004-2005 Reponse survey). Standard errors (in parentheses) are clustered at the plant level. *
p<0.10, ** p<0.05, *** p<0.01.

3.2 Evidence on job posting

In the previous section, we showed that the relative prevalence of 4-month FTCs increased
compared to 3-month FTCs following the introduction of the 4-month threshold. We interpret
this shift as an ex-ante mechanism, where firms factor in Ul eligibility value for workers when
posting job vacancies, before meeting them. However, as noted in Section 2, a key limitation
of the MMO dataset is its inability to precisely track immediate FTC renewals or conversions
to permanent contracts, making it difficult to fully rule out the influence of ex-post bargain-
ing. While additional analyses in Appendix C1 provide reassurance against this possibility, we
conduct a more rigorous investigation in this section. To do so, we rely on an additional job
vacancy dataset as well as on the analysis of layoffs in the MMO data. Our findings confirm
that the rise in 4-month FTCs stems from an ex-ante strategic decision by firms, rather than an

ex-post adjustment through bargaining between firms and workers.

3.2.1 Analysis on vacancy data

We first exploit vacancy data from France Travail, the French Public Employment Services

(PES), which represents the largest source for job ads on the French job market.?! The dataset

31For instance, in 2010, vacancies posted at PES represented 60% of all hires in France (Le Barbanchon et al.,
2021).
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gathers all job ads published on the PES website over the 2005-2014 period. For each obser-
vation, the data provides information on the type of contract and the expected duration of the
job. Firms are not allowed to tie job ads to individual candidates, and they cannot offer less
generous contracts than those stated in the ad. Job ads thus represent a very pure measure of
the ex-ante contract duration.

To investigate whether the introduction of the new Ul eligibility threshold has affected the
duration of FTCs as measured in job vacancies, we follow the same approach as in our main
analysis. We focus on observations corresponding to 3- and 4-month FTCs and evaluate the
evolution of the relative prevalence of vacancies for these types of contracts. However, one
limitation of this dataset is that it does not include a firm identifier. As a result, we aggregate
the data at the monthly date x 2-digit occupation x region (département) level.’? It allows
to include interacted month, region and occupation fixed effects, to control for occupation-
and region-specific monthly trends that could affect our results. Specifically, we estimate the

following model:

Y, =+ .00t + Bodges + B3 p0Stime * Lgog + Ky X Yo X Ap + €2, 4)

where Y ¢, is the total number of vacancies for FTCs of duration d posted in month m of
year t. Standard errors are clustered at the month level.

Table 5 reports the results of the estimation of Equation 4. Columns (1) and (3) report
the estimation for the entire period of analysis (2005-2014) while columns (2) and (4) focus
on observations close to the reform (2007-2010). Columns (1) and (2) report results where
the number of vacancies is computed at the national level for each month, and no fixed effect
is included, while columns (3) and (4) report results with month x occupation x region fixed
effects. Both specifications and both time periods yield positive and significant estimates. The
prevalence of vacancies corresponding to 4-month FTCs has significantly increased after the
reform compared to the prevalence of vacancies corresponding to 3-month FTCs. The effect
does not depend on the set of fixed effects included, with a magnitude lying between 13% and
33% relative to the pre-reform outcome mean. To investigate the dynamic of the effect, we also
estimate the following model:

d _ d
Yoior=a+ B goy + § Op.Yeary, + E Vi-Yearyy * Lgoa + K X Yo X Ap + €140 (5)
k+£2008 k42008

Figure 4 reports the 7y, coefficients from the estimation of Equation (5). Coefficients follow

a very similar pattern to those from our main analysis with MMO data: the coefficients are

Firm identifiers are only available for the most recent years, which means that in this analysis, we cannot
work at the firm level. We aggregate the data at the monthly level, rather than at the yearly level, in order to avoid
overly aggregated data and a too-small sample size. Table 5 also shows results where we aggregate the data at
the monthly level for the entire economy. The absence of a firm identifier also explains why we do not use the
vacancy data in our main analysis.
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null before the reform and become strongly positive after the reform. The results presented
in Table 5 and Figure 4 are also robust to the use of a log specification (Table B4 and Figure
B7). Figures B8a to B8e further replicate the falsification tests performed in Section 3.1.3 on
thresholds that should be minimally (if at all) affected by the reform, i.e., between 7 and 12
months. Again, these figures show that none of the other thresholds exhibit the same pattern
observed at the 4-month threshold, supporting the idea that the observed effect on this threshold
is due to the reform. Overall, analyses based on vacancy data confirm the existence of an ex-
ante mechanism through which firms post 4-month job vacancies more frequently than 3-month

vacancies in response to the introduction of the new UI eligibility threshold.

Table 5: Impact of the reform on the number of 4-month vacancies relative to 3-month vacan-
cies

Number of vacancies

ey 2 3) “)
4-month FTC -17866.7500%**  -18161.8333%*** -]1.4935%**  _] 8711%**
(1044.23002) (1118.03445) (0.04045) (0.06188)
Post-reform -5758.3569%**  _5073.8333***  -(.7533***  -(0.6392%**

(611.94670) (914.37158)  (0.02120)  (0.03270)

4-month FTC x Post-reform  5358.3728%** 4811.8953***  (0.3809***  (0.4895%**
(550.45090) (754.08979) (0.04119) (0.06549)

Constant 26738.6064***  27049.3401***  37558%**  4,(0336%**
(691.69471) (744.93976) (0.01569) (0.02285)
Month fixed-effect v v - -
Month-by-occupation - - ve v
-by-region fixed-effect
Time period 2005-2014 2007-2010 2005-2014  2007-2010
Observations 230 94 1085712 375791
Outcome mean (pre reform) 15956.896 16804.883 2.937 3.222

Note: The table shows the effect of the UI reform on the number of 4-month vacancies relative to 3-month va-
cancies, based on the French Public Employment Service data, using Equation (4). Each observation corresponds
to the number of vacancies of a certain duration (3 or 4 months) offered in a given month. Columns (1) and (3)
refer to the 2005-2014 period and columns (2) and (4) restrict to observations close to the reform year (i.e., years
2007-2010). Columns (1) and (2) use the national level of vacancies each month while columns (3) and (4) use
the number of vacancies in a given month, region and 2-digit occupation. Columns (3) and (4) include month x
occupation x region fixed effects. Standard errors (in parentheses) are clustered at the month level in columns (1)
and (2), and month x occupation x region level in columns (3) and (4).* p<0.10, ** p<0.05, *** p<0.01.
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Figure 4: Impact of the reform on the number of 4-month vacancies relative to 3-month vacan-
cies: Yearly estimates
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Note: The figure plots the ;, coefficient obtained from the estimation of Equation (4). They measure the yearly estimates of the effect of the
reform on the number of 4-month vacancies relative to 3-month vacancies over the 2005-2014 period, based on the French Public
Employment Service data. The reference year is 2008, the last pre-reform year. Standard errors are clustered at the month x occupation x
region level. The vertical dotted line shows the timing of the reform.

3.2.2 The timing of layoffs

In this section, we examine whether the introduction of a new UI eligibility threshold also
induced behavioral responses implying bargaining between firms and workers. In particular,
we investigate whether firms tend to lay off more often workers at 4 months of tenure. To
do so, we estimate again Equations (1) and (2) on employment spells terminated as economic
layoffs or dismissals on personal grounds at 3 or 4 months of tenure, using the MMO dataset.
As shown in Table B5 and Figure B9, there is no differential evolution in the number of layoffs
at 3 and 4 months of tenure, neither before nor after the reform. We thus find no evidence of
any ex-post negotiation between worker and employer in response to the introduction of the Ul
threshold. A potential explanation of this result lies in the fact that in France, firing costs are
high, both in absolute terms and relative to hiring costs on short fixed-term contracts (Kramarz
and Michaud, 2010).

3.3 Spillover effects of Ul eligibility threshold

The empirical analyses provided so far support the idea that the reform-induced change

in the value of 4-month contracts for workers with no work history, who are looking for UI
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eligibility, leads firms to hire temporary workers for this duration relatively more often after
the reform. However, in practice, firms that post a vacancy do not observe the profile of the
future applicants. Even during the hiring process, they only imperfectly observe their work
history. Firms respond to the new cutoff by shifting the distribution of contracts. The excess
mass of contracts at four months may end up being taken by workers who do not need a 4-month
employment spell to qualify for UI benefits.

To test this hypothesis, we use the FH-DADS dataset, which was also used in the analyses
presented in Appendix C3. This administrative dataset follows individual workers over the
period 2004-2012 by linking payroll data (“Déclarations Annuelles des Données Sociales",
hereafter DADS), with unemployment data (hereafter FH). The DADS and FH datasets were
matched for a random subsample of 1/12th of the French population between 2004 and 2012.33
The result is an individual panel that enables us to track workers’ career paths and transitions
between employment and unemployment. A unique feature of this dataset is that it allows us to
compute, for each worker who completes an employment spell of a given duration, their work
history prior to starting that employment spell. Note, however, that the data only includes one
observation per individual per plant per year. As a result, multiple consecutive employment
spells for the same individual—potentially interrupted by periods of non-employment—at the
same plant in a given year would be recorded as a single observation. The observation will
record the start date of the first contract and the end date of the last spell. This could introduce
measurement error in both our measures of employment spell duration and work history. To
address this issue, we focus on observations where the total number of hours worked during
the entire period corresponds to the number of hours worked by a full-time employee over the
same period. This restriction ensures that each observation corresponds to a single contract.

To explore the extent to which the relative increase in the number of 4-month FTCs with
respect to the number of 3-month FTCs after the reform is observed for workers already eligible
for UI, we adopt the same approach as for our main analyses based on MMO data (Section
3.1.2). We aggregate the data at the level of plant x year x FTC duration and use the same
working sample (i.e., firms that have at least one FTC of 3 or 4 months before the reform). We
focus exclusively on workers who begin the FTC with at least 6 months of work history. These
workers are eligible for UI both before and after the reform when starting their FTC and at the
end of their FTC no matter its length. We then estimate Equations (1) and (2) on this FH-DADS
sample.

The results displayed in Table 6 show that the introduction of the new UI eligibility thresh-
old had an impact on the duration of FTCs for workers already eligible for UI. Specifically, the
coefficient presented in column (1) suggests a relative increase of 0.034 4-month FTCs ending
each year in each plant with respect to the number of 3-month FTCs. This represents a 43%
increase compared to the pre-reform period. When focusing on the years closest to the reform,

this figure rises to 48%. As shown in Figure 5, the dynamics of the effect closely mirror those

33More specifically, this subsample consists of individuals born in October.
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observed in our main analysis with MMO data: with the exception of 2003, the coefficients are
null and not significant before the reform and become strongly positive and significant after the
reform. These results remain robust when considering a log specification (columns 1 and 2 of
Table B6 and Figure B10a). They also hold when we limit the sample to workers with more
than 12 months of work history, i.e., workers even less sensitive to Ul eligibility incentives
(columns 3 and 4 of Table B6 and Figure B10b).

The findings presented in this section indicate that the reform also impacted the contract
duration of workers who were not actively seeking UI eligibility. This result aligns with the
idea that Ul rules influence the duration of temporary workers’ employment spells beyond those
actively seeking Ul eligibility, highlighting a new form of labor market externalities. Evidence
of similar spillover effects of Ul benefit level have been documented in the US (Doniger and
Toohey, 2022). Using changes in either Ul benefit replacement rate or cap, they show that non-
directly affected workers respond to these changes, in line with a model including information

frictions and ex ante wage commitments.

Table 6: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs for
workers already eligible for Ul

Number of contracts

(D (2)
4-month FTC -0.0369%** -0.0426%**
(0.00227) (0.00328)
Post-reform -0.1417%*** -0.1506%**
(0.00134) (0.00225)
4-month FTC x Post-reform  0.0345%%** 0.0402***
(0.00235) (0.00345)
Constant 0.1587%*:* 0.1695%*:*
(0.00118) (0.00181)
Firm fixed-effect v v
Time period 2005-2014 2007-2010
Observations 224,528 112,264
Outcome mean (pre-reform) 0.078 0.083

Note: The table shows the effect of the UI reform on the number of 4-month
FTCs relative to 3-month FTCs, based on FH-DADS data, using Equation (1).
Each observation corresponds to the number of fixed-term contracts of a certain
duration (3 or 4 months) terminated in a given plant in a given year, consid-
ering only workers with at least 6 months of work history when starting the
FTC. Column (1) refers to our main working sample and column (2) restricts
to observations close to the reform (i.e., years 2007-2010). Standard errors (in
parentheses) are clustered at the plant level.* p<0.10, ** p<0.05, *** p<0.01.
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Figure 5: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs for
workers already eligible for Ul: Yearly estimates
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Note: The figure plots the v coefficient obtained from the estimation of Equation (2). They measure the yearly estimates of the effect of the
UI reform on the number of 4-month fixed-term contracts relative to 3-month fixed-term contracts for workers with at least 6 months of work
history when starting the FTC, based on FH-DADS data. The reference year is 2008, the last pre-reform year. Standard errors are clustered at
the plant level. The vertical dotted line shows the timing of the reform.

3.4 The impact of removing an existing work history threshold for Ul
eligibility

In this section, we assess whether the removal of the work history threshold for UI eligibil-
ity, which was set at 6 months before the reform, also impacted the duration of FTCs. Similar
to the main analysis, we compare the within-plant evolution of the number of 5-month and 6-
month FTCs ending each year, before and after the reform. Specifically, we estimate Equations
(1) and (2) using the sample of firms who had at least one FTC of 5 or 6 months during the
pre-reform period.

The results presented in the first column of Table 7 indicate that the removal of the Ul eli-
gibility threshold at six months had little impact on the number of six-month FTCs relative to
five-month FTCs. While the coefficient is, as expected, negative, it is not statistically significant
at conventional levels. However, as shown in the second column of the table, the coefficient
becomes larger and highly significant when we focus on years closer to the reform, suggesting

a 6.6% decrease in 6-month FTCs relative to 5S-month FTCs. However, the dynamic effects dis-

played in Figure 6 call for caution in interpreting this negative coefficient. The figure reveals
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the presence of substantial pre-trends and also shows unstable effects after the reform. The
analysis on the 6-month threshold using the outcome variable in logs does not alter the con-
clusion (Figure B11). Table B7 and Figure B12 also show that there is no effect on economic
layoffs after 6 months vs 5 months of tenure.

Overall, while the results for the 6-month threshold are broadly negative, they do not allow
us to draw a clear conclusion. The removal of the incentive linked to the previous threshold
does not appear to have had a perfectly symmetrical effect compared to the introduction of a
new threshold. The presence of asymmetrical effects in bunching contexts is well-documented
in the economic literature (Kleven, 2016). Bunching in the absence of economic incentives can
be explained by thresholds representing round numbers (Kleven and Waseem, 2013; Best and
Kleven, 2018), or focal points (Seibold, 2021). In our context, the asymmetry in the reform’s
effects on the two main thresholds could be explained by differences in salience—with the cre-
ation of a new threshold being more noticeable than the removal of an existing one—and by
some degree of reference dependence. In the context of retirement decisions, Deshpande et al.
(2024) show that economic agents can exhibit sticky behavior, continuing to bunch at an old
threshold long after it has been removed. Similarly, Bergstrom et al. (2025) find that a signifi-
cant share of households persist in bunching at outdated income thresholds in the context of a
means-tested anti-poverty program in Brazil. While we cannot directly test this mechanism, it

appears as a plausible explanation for the asymmetric effects at both thresholds.

Table 7: Impact of the reform on the number of 6-month FTCs relative to 5-month FTCs

Number of contracts

(1 (2)
6-month FTC 0.1378%*%** 0.1655%**
(0.00996) (0.01202)
Post-reform -0.1424 %% -0.1589%*3*
(0.00908) (0.00997)
6-month FTC x Post-reform -0.0114 -0.0485%**
(0.00932) (0.01142)
Constant 0.7028%%:* 0.7393%*:*
(0.00679) (0.00718)
Firm fixed-effect v v
Time period 2005-2014 2007-2010
Observations 834,980 333,992
Outcome mean (pre reform) 0.683 0.730

Note: The table shows the effect of the Ul reform on the number of 6-month
fixed-term contracts relative to 5-month fixed-term contracts, based on MMO
data, using Equation (1). Each observation corresponds to the number of fixed-
term contracts of a certain duration (5 or 6 months) terminated in a given plant
in a given year. Column (1) refers to the main working sample of plants (i.e.,
plants where at least one FTC of 5- or 6 months was terminated in the pre-
reform period) and column (2) restricts to observations close to the reform
(i.e., years 2007-2010). Standard errors (in parentheses) are clustered at the
plant level.* p<0.10, ** p<0.05, *** p<0.01.
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Figure 6: Impact of the reform on the number of 6-month FTCs relative to 5-month FTCs:
Yearly estimates
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Note: The figure plots the v coefficient obtained from the estimation of Equation (2). They measure the yearly estimates of the effect of the
UI reform on the number of 6-month fixed-term contracts relative to 5S-month fixed-term contracts, based on MMO data. The reference year
is 2008, the last pre-reform year. Standard errors are clustered at the plant level. The vertical dotted line shows the timing of the reform.

4 The impact of Ul eligibility on wages

In the previous section, we demonstrated that the introduction of a new Ul eligibility thresh-
old impacts the number of FTCs offered by firms near the threshold. In this section, we explore
whether the eligibility threshold also affects the wages of contracts close to the threshold. In
particular, the rent created by UI eligibility could push down the wages of 4-month contracts

relative to 3-month contracts after the reform.

4.1 Main results

We use payroll data (the DADS part of the FH-DADS data). We examine the evolution of
wages of 4-month FTCs relative to 3-month FTCs.3* Using the same approach as in our main

analysis, we estimate the following equation at the contract level:

log(w)fy, = o+ Br.posty + Bo Loy + Ps.posty x Lgg + Ba X + pi; + €55, (6)

3*Note that the vacancy data used in Section 3.2.1 do not include information on posted wages for our period
of interest.
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where log(w)¢;, represents the log of the wage of a FTC of duration d € {3;4} held by
worker j ending in plant ¢ in year t. X represents a vector of worker characteristics, including
gender, age, age square and 2-digit occupation. The other terms of the equation are similar to
those in Equation (1). Standard errors are clustered at the plant level. The parameter of interest,
(3, captures the change in the average wage of 4-month contracts before and after the reform,
relative to the evolution of the average wage of 3-month contracts.

Results presented in the first column of Table 8 suggest no effect of the Ul reform on the
wages of 4-month FTCs relative to 3-month FTCs. The estimated coefficient is not statistically
significant at conventional levels and allows us to rule out an effect larger than 0.9% in absolute
value. The table also shows that this null effect holds when focusing on the types of firms
identified in Section 3.1.4 as being most affected by the reform. Columns 2 to 4 successively
restrict the sample to plants above the median in terms of separation rate, share of hires from
unemployment rolls, and labor shortage. None of the estimated coefficients is statistically

significant at conventional levels.

Table 8: Impact of the reform on wages in 4-month FTCs relative to 3-month FTCs

1) ) (3) 4)

All FTCs High separation rate  High share U rolls High labor shortage
4-month FTC 0.0014 0.0017 0.00527%** 0.0018

(0.00207) (0.00262) (0.00235) (0.00358)
Post-reform 0.097 1% 0.0903 %3 0.0854% 3 0.10977%*3

(0.00256) (0.00318) (0.00282) (0.00387)
4-month FTC xPost-reform 0.0041 0.0007 -0.0011 0.0031

(0.00274) (0.00361) (0.00341) (0.00459)
Constant 2.253 %% 2.252] %% 2.2416%** 2.2402%**

(0.00914) (0.01391) (0.01259) (0.01441)
Worker controls v v e v
Firm fixed effects v v Ve v
Observations 276,440 128,212 151,605 39,836
Outcome mean (pre reform) 2.491 2.496 2.486 2.402

Note: The table reports the estimated effect of the Ul reform on the average hourly wage of 4-month fixed-term contracts relative

to 3-month fixed-term contracts, using FH-DADS data and Equation (6). Each observation corresponds to an individual contract

of either 3 or 4 months. Column (1) presents estimates based on the full sample. Columns (2) to (4) restrict the sample to

plants above the median in terms of separation rate, share of hires from unemployment, and sectoral labor shortage, respectively.

Standard errors (in parentheses) are clustered at the plant level. * p<0.10, ** p<0.05, *** p<0.01.

We also estimate a dynamic model, as in Equation (2). As shown in Figure 7, the difference
in wages between 4-month and 3-month FTCs remains stable before the reform, with no statis-
tically significant change in this trend following the reform’s implementation. This pattern also
holds when focusing on the types of firms identified in Section 3.1.4 as being most affected by
the reform (Figures B13a to B13c).

To ensure that the null result is not driven by a composition effect (i.e., sorting of workers
around the 4-month cutoff), we re-estimate Equation (6) using observable worker characteris-
tics available in our dataset as dependent variables, and removing the covariates X; from the
RHS of the equation. Specifically, we consider worker’s gender, age, 1-digit occupation, and

rank in the wage distribution (within their sector and 2-digit occupation) prior to the reform.
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Figure 7: Impact of the reform on wages in 4-month FTCs relative to 3-month FTCs: Yearly
estimates
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Note: The figure plots the yearly estimates of the effect of the UI reform on wages in 4-month fixed-term contracts relative to 3-month
fixed-term contracts, based on FH-DADS data, using Equation (6). The reference year is 2008, the last pre-reform year. Standard errors are
clustered at the plant level. The vertical dotted line shows the timing of the reform.

The results, presented in Figure B14, provide no evidence of sorting at the threshold based on

the available worker characteristics.

4.2 Discussion

Overall, our analysis provide little support for the hypothesis that firms and workers adjust
wages to share the rent associated with UI eligibility for 4-month contracts. The absence of a
wage response to Ul eligibility may reflect several mechanisms. First, downward nominal wage
rigidity is a well-documented feature of labor markets (Dickens et al., 2007). Such rigidity may
also affect new hires, as wage offers often reflect existing internal pay structures. As noted by
Elsby and Solon (2019), firms may avoid offering lower wages to new hires in order to maintain
internal pay coherence. Second, institutional features of the French labor market may limit the
scope for individual bargaining at the hiring stage. Almost all workers are covered by collective
agreements, and wage negotiations take place at national, industry, and firm levels (Avouyi-
Dovi et al., 2013). Moreover, empirical evidence suggests that entry wages are closely linked

to sectoral wage floors and the minimum wage, which affect a large share of workers. They
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exhibit limited flexibility, especially downward (Fougere et al., 2018; Gautier et al., 2022).
Finally, in our context, firms that respond to the reform by offering longer contracts may be
those facing hiring difficulties. In such cases, employers may have limited bargaining power at
the hiring stage, reducing their ability to adjust wages downward.

The absence of a wage response in our analysis is consistent with recent empirical evidence
suggesting that Ul has limited effects on wages. Jager et al. (2020), for instance, show that
wages are largely insensitive to the value of non-employment, even among already employed
workers. In a different perspective, Le Barbanchon et al. (2024) provide a recent review of
the literature on reemployment wages, highlighting that although some effects can be detected,
they are typically of second order. While our outcome differs (entry wages for newly hired

workers), our null result reinforces the idea that Ul affects wages only marginally, if at all.

5 Conclusion

This paper provides new evidence on how unemployment insurance (UI) eligibility con-
ditions affect employment duration, focusing on how the minimum work history requirement
shapes firms’ hiring decisions. We exploit a policy that changed the work history threshold
from six months to four months in 2009 in France. Building on an administrative dataset that
allows us to track plants over time and includes all employment flows in France over the 2005-
2014 period, we compare the within-plant variation over time in the number of 4-month FTCs
relative to the number of 3-month FTCs. Our analysis shows that firms strategically adjust
contract durations to align with the new work history threshold: the reform was followed by an
11% increase in the number of 4-month FTCs relative to 3-month FTCs. This effect is more
pronounced for firms arguably more aware of Ul eligibility rules and for those with stronger
incentives to adjust the duration of FTCs to attract workers. We interpret the increase in the
relative prevalence of 4-month FT'Cs compared to 3-month FTCs as the result of an ex-ante
mechanism, whereby firms take into account the value of UI eligibility for workers when post-
ing a job vacancy, prior to meeting workers. This ex ante interpretation is further supported by
the analysis of vacancy data, which provide a measure of expected contract duration and reveal
a strikingly similar pattern. Additionally, we find that firms’ response also affect workers that
are already eligible for UI, uncovering a new form of labor market externalities.

Taken together, our results highlight that firms account for the change in the value of con-
tracts just above the Ul eligibility threshold when making hiring decisions. These insights high-
light the need, when assessing the effects of Ul on employment, to consider not just worker-side
responses to UI, but also firms’ strategic adjustments, which can have broader implications for

employment stability and job duration.
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Appendix A Data Sources

by alphabetical order

FNA. The FNA dataset is the centralized database of the French public employment agency
(Pole Emploi). 1t records all unemployment spells at the individual level for the whole French
population as long as they register at the unemployment agency. For each of these spells, it
provides information on the benefit level and duration as well as on jobseekers’ previous work
history. It also gives information on the characteristics of the last work contract (firm size,
industry, type of contract, separation motive, tenure, etc.). We use this data over the 2005-2014
period.

FH-DADS. This dataset tracks individual workers over the 2004-2012 period by linking pay-
roll data called “Déclarations Annuelles des Données Sociales” (hereafter DADS) to unemploy-
ment data (hereafter FH). The DADS dataset comes from mandatory employer records that are
filled each year by every firm for each of their employees. These records are used to compute
social security contributions. They include detailed information on workers’ earnings, number
of days worked, type of job, establishment size, industry and occupation, as well as workers’
unique identifiers. The unit of observation is therefore the contract. However, if an individ-
ual is employed under several non-successive contracts in the same year in the same plant, all
contracts will be aggregated into a single observation. The observation records the start date of
the first contract and the end date of the last contract. This feature of the data makes it impos-
sible to estimate, for instance, the share of workers recalled by the same plant within a year.
The FH dataset is similar to the FNA dataset. The DADS and FH datasets have been matched
together for a random subsample of a 1/12!" of the French population from 2004 to 2012,
resulting in an individual panel which allows us to track individuals’ career path and transitions
from employment to unemployment. There is one single observation per individual x plant
x year in the FH-DADS, that potentially gathers non-successive contracts in the same year at
the same plant. For this reason, when we need a precise estimate of work history, we restrict
our sample to individuals whose working time during the employment spell matches that of a
full-time worker over the same period, as measured by the difference between the start and end
dates. This ensures that employment spells do not include gaps of non-employment between
non-successive contracts within the same year at the same plant. This sample selection applies
to Figures C4c, C4d, 5, B10b and Table C5, 6, B6, but it does not apply to the wage analysis.
DOI

Labor Force Survey. The French Labor Force Survey ("Enquéte Emploi en Continu", here-
after LFS) aims at describing the state of the labor market and its evolution: the profile of both
employed and unemployed people, in terms of age, gender or qualifications for example, the
characteristics of the jobs held (occupation, working hours, type of contract, etc.) and past
work experience. The LFS is a rotating panel where the same household is surveyed 6 quarters
in a row. Each quarter, 1/6 of the sample is therefore renewed. Analyses presented in Appendix
Section C1 use this data over the 2008-2012 period. DOI

MMO. Our main analyses exploit the Mouvements de Main d’Oeuvre data (hereafter, MMO),
an administrative database which tracks firms and covers the universe of work contracts in

3More specifically, this subsample is made up of individuals born in October.
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France, over the 2005-2014 period. This dataset is provided by the French Ministry of Labour
and comes from monthly records that employers from private and public plants with at least
50 workers as well as self-employed workers must fill. Plants of less than 50 employees are
surveyed to complement the dataset. It includes all employment inflows and outflows in those
plants and provides information on the date and type of flows (separation motive, nature of the
contract), on workers’ characteristics (gender, nationality, occupation, month and year of birth,
municipality of residence) and on plants’ characteristics (size, economic sector). The unit of
observation is a flow (in or out of employment). Importantly, it also includes a unique identifier
per plant, allowing us to track plants over time. However, it does not include a worker identifier.
The MMO data have the notable advantage of providing accurate information on the start and
end dates of employment contracts as well as the reason for separation. DOI

Reponse survey. The Reponse survey (“Relations professionnelles et négociations d’entreprise’)
is a firm survey carried out every 6 years. Its aim is to understand the state of employment re-
lationships between management, staff representative bodies and employees. We use the last
survey wave prior to the reform (2004-2005). The survey covers establishments in the commer-
cial and associative sectors (excluding agriculture) in metropolitan France excluding Corsica.
Establishments may be fully-fledged companies or only one of the establishments of a com-
pany. DOI

Vacancy Data. Analyses presented in Section 3.2.1 use the “STMT" dataset which provides
monthly statistics on job offers. This dataset gathers all job adds published on the French
Public Employment Services (PES) website and represents the largest source for job adds on the
French job market. It includes information on the type of job offered (temporary or permanent),
on the duration of the job and on the economic sector. We use these data over the 2005-2014
period. It does not include a firm identifier nor the offered wage for our period of study. DOI
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Appendix B Additional Tables and Figures

Descriptive statistics

Figure B1: Evolution of the share of temporary employment in OECD countries
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Note: This figure shows the evolution of the share of temporary employment in total employment in OECD countries, in European countries
(EU 27) and in France, over the 1980-2019 period.

Figure B2: Evolution of monthly job destruction by type of contract
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Note: This figure shows the evolution of the monthly job destruction rate in the French economy, separately for fixed-term contracts and
open-ended contracts, computed on MMO data over the period 2005-2008.
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Table B1: Summary statistics - Decompositon of Ul inflows by type of contract, 2005-2008

Variable Share (%)
Share among all contracts:
Fixed-term contracts (FTC) 75%
Open-ended contracts 25%
FTC of less than 1 year 1%
3-month FTC 3.2%
4-month FTC 2.4%
Share among FTCs of 1 month and more:
3-month FTC 11.2%
4-month FTC 8.5%

Note: Authors’ calculations, using FNA data. This table shows the proportion of contracts of each type held by workers before starting a new
Ul spell, over the 2005-2008 period. The calculation is based on the last contract before starting the UI spell. The first five rows show the share
of a contract type among all new UI spells. The last 2 lines show these statistics on a sub-sample excluding FTCs of less than one month.

Table B2: Summary statistics - Decomposition of employment inflows by type of contract,
2005-2008

Variable Share
Share among all contracts:
Fixed-term contracts (FTC) 62%
3-month and 4-month contracts 4.9%
Share among FTCs:
FTC of less than 1 month 57%
Contracts of less than 1 year 93.5%
3-month contracts 4.6%
4-month contracts 3.3%

Share among FTCs of 1 month and more:
3-month contracts 11.0%
4-month contracts 7.9%

Note: Authors’ calculations, using MMO data. This table shows the proportion of each type of contracts among all hiring flows between 2005
and 2008. The first two rows show the share of a contract type among all contracts. Rows 3 to 6 show these statistics on the sub-sample of
FTCs. The last two rows show these statistics on the sub-sample of FTCs of one month and more.
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Heterogeneity analysis

Figure B3: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Heterogeneity analysis with a log specification
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Note: This figure illustrates the effect of the UI reform on the log number of 4-month fixed-term contracts relative to 3-month fixed-term
contracts, using MMO data. Each coefficient is estimated separately using Equation (1) where the dependent variable is expressed in log on
plants above and below the median of the heterogeneity variables. Figure B3a compares plants above and below the median of the plant-level
separation rate (i.e., the plant’s annual average number of terminated FTCs divided by total employment). Figure B3b compares plants above
and below the median share of hires from the unemployment register. Figure B3¢ compares plants in sectors with labor shortages above and
below the median value of the labor shortage indicator. All heterogeneity variables are defined over the pre-reform period (2005-2008).
Standard errors are clustered at the plant level.
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Table B3: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Heterogeneity by plant separation rate, recruitment from unemployment rolls, labor shortage -
Robustness tests

Log Number of Contracts Number of Contracts
Firms size > 20 Full sample of firms Firms size > 20 Full sample of firms
(1) 2 (3) “ (5) (6)
4-month FTC -0.06227%**  -0.0764%** -0.0977%** -0.0967%** -0.1384%**  -0.1457***
(0.00183)  (0.00243) (0.00205) (0.00566) (0.00490)  (0.01454)
Post-reform -0.0488***  -0.0963%*%* -0.1323%#* -0.0552%%* -0.0103  -0.1925%#*
(0.00270)  (0.00316) (0.00321) (0.00937) (0.01290)  (0.01059)
4-month FTC x Post-reform 0.0167##*  0.0283%** 0.03597%:#* 0.0089 0.0067 0.06207%#*
(0.00218)  (0.00273) (0.00229) (0.00846) (0.01172)  (0.01066)
4-month FTC x Separation -0.1230%#* -0.1572%%* -0.477 1%
(0.00338) (0.04898) (0.03574)
Post-reform x Separation -0.1335%** -0.3371%** -0.5036%**
(0.00535) (0.03245) (0.03249)
4-month FTC x Post-reform x Separation 0.0357%##* 0.1240%#* 0.2018%**
(0.00381) (0.03362) (0.03165)
4-month FTC x U rolls -0.0827%#* -0.1120%** -0.4788%#*
(0.00349) (0.01216) (0.03738)
Post-reform x U rolls -0.0209%#* 0.1897#:#* -0.1180%**
(0.00528) (0.03245) (0.03345)
4-month FTC x Post-reform x U rolls 0.0066* -0.0548%*%* 0.0754%*%*
(0.00391) (0.02743) (0.03229)
4-month FTC x Post-reform x Separation x U rolls 0.1776%**
(0.06802)
4-month FTC x Shortage -0.0421%**
(0.00352)
Post-reform x Shortage -0.0020
(0.00500)
4-month FTC x Post-reform x Shortage 0.0135%%**
(0.00378)
Constant 0.4731%%%  0.4978%k* 0.44007%#* 1.56097%:# 1.2839%s#%  ].4333 %%k
(0.00162)  (0.00177) (0.00157) (0.01614) (0.01258)  (0.01433)
Firm fixed-effect v v v v v v
Observations 749,560 691,080 711,300 682,480 893,080 780,920

Note: The table presents the heterogeneity of the Ul reform’s effect on the number and log number of 4-month
fixed-term contracts (FTCs) relative to 3-month FTCs, considering plant separation rate, share of hires from the
unemployment roll and sectoral labor shortage. A triple interaction model described in Equation (3) is estimated
using our main MMO working sample. The Separation variable is a dummy indicating plants in the top 50%
of the separation rate variable. The U rolls variable is a dummy indicating plants in the top 50% of hires from
unemployment. The Shortage variable is a dummy indicating sectors in the top 50% of the labor shortage vari-
able (defined as the share of plants’ declaring hiring difficulties in this sector in the 2004-2005 Reponse survey).
Columns (1) to (3) use the log of the number of contracts as the dependent variable. Columns (4) to (6) use the
number of contracts as the dependent variable. Columns (3), (5), (6) use the full sample of firms, including those
with less than 20 employees. Columns (1), (2), (4) restrict to firms with 20 employees or more. Standard errors (in
parentheses) are clustered at the plant level. * p<0.10, ** p<0.05, *** p<0.01.
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Figure B4: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Heterogeneity by economic sector
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Note: This figure represents the effect of the UI reform on the number of 4-month fixed-term contracts relative to 3-month fixed-term
contracts, based on MMO data, using Equation (1). Each coefficient corresponds to a regression on a specific subsample, defined by
economic sector. Figure B4a plots the coefficients using the dependent variable in levels while Figure B4b plots the coefficients using the
dependent variable in logs. Standard errors are clustered at the plant level.
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Figure B5: Heterogeneity analysis by plant size
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Note: These figures represent the effect of the UI reform on the number of 4-month fixed-term contracts relative to 3-month fixed-term
contracts, based on MMO data, using Equation (1). Each coefficient corresponds to a regression on a specific subsample, defined by quartiles
of the plant’s annual average of the total number of employees over the 2005-2008. In Figure B5a, the dependent variable is expressed in
level, while in in Figure B5b, the dependent variable is expressed in log.

Figure B6: Heterogeneity analysis by worker characteristics
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Note: This figure represents the effect of the UI reform on the number of 4-month fixed-term contracts relative to 3-month fixed-term
contracts, based on MMO data, using Equation (1). Each coefficient corresponds to a regression on a specific subsample, defined by workers’
gender, age, SES or nationality.
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Analysis on vacancy data: Robustness checks

Table B4: Impact of the reform on the number of 4-month vacancies relative to 3-month va-
cancies: Log specification

Log number of vacancies

ey 2 3) C))
4-month FTC -1L1127%%%  -1.1147%*%%  -0.3272%%%* -0.3881***
(0.02747) (0.02538)  (0.00316) (0.00441)
Post-reform -0.2436%**  -0.1958%**  -(.1178*%** -0.1060%**
(0.01672) (0.03265)  (0.00193) (0.00298)
4-month FTC x Post-reform  0.1998%**  (0.1715%%*  (0.0642*** 0.0820%**
(0.00862) (0.02032)  (0.00323) (0.00523)
Constant 10.1720%**  10.1775%%%*  (.7131*%* 0.7869%**
(0.01427) (0.01737)  (0.00137) (0.00184)
Month fixed-effect v v - -
Month-by-occupation - - v v
-by-region fixed-effect
Time period 2005-2014  2007-2010  2005-2014 2007-2010
Observations 230 94 1085712 375791

Note: The table shows the effect of the Ul reform on the log number of 4-month vacancies relative to 3-month
vacancies, based on the French Public Employment Service data, using a modified version of Equation (4) in which
the variable is expressed in log. Each observation corresponds to the (log) number of vacancies of a certain duration
(3 or 4 months) offered in a given month. Columns (1) and (3) refer to the 2005-2014 period and columns (2) and
(4) restrict to observations close to the reform year (i.e., years 2007-2010). Columns (1) and (2) use the national
level of vacancies each month while columns (3) and (4) use the log number of vacancies in a given month, region
and 2-digit occupation. Columns (3) and (4) include month x occupation x region fixed effects. Standard errors
(in parentheses) are clustered at the month level in columns (1) and (2), and month x occupation x region level in
columns (3) and (4). Standard errors (in parentheses) are clustered at the month level.* p<0.10, ** p<0.05, ***
p<0.01.
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Figure B7: Impact of the reform on the number of 4-month vacancies relative to 3-month
vacancies: Yearly estimates with a log specification
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Note: The figure plots the yearly estimates of the effect of the UI reform on the log number of 4-month vacancies relative to 3-month
vacancies over the 2005-2014 period, based on the French Public Employment Service data, using a modified version of Equation (5) in
which the variable is expressed in log. The reference year is 2008, the last pre-reform year. Standard errors are clustered at the month x
occupation x region level . The vertical dotted line shows the timing of the reform.

49



Figure B8: Placebo tests:

vacancy data
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Note: The figure plots yearly estimates of the effect of the UI reform for each thresholds between 7 and 12 months, based on Equation (5),
using data from the French Public Employment Service. Figure B8a represents yearly estimates of the effect of the reform on the number of
8-month vacancies relative to 7-month vacancies. Figures B8b to B8e respectively shows the same estimates for the 9-month, 10-month,
11-month and 12-month thresholds. The reference year is 2008, the last pre-reform year. Standard errors are clustered at the month x

occupation x region level. The vertical dotted line shows the timing of the reform.
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The timing of layoffs

Table B5: Impact of the reform on the number of layoffs after 4 vs 3 months of tenure

Number of layoffs
1 )
4-month FTC -0.0023 0.0100
(0.00608) (0.00765)
Post-reform -0.2495%3%* -0.2208%3#*
(0.00703) (0.00842)
4-month FTC x Post-reform 0.0052 -0.0015
(0.00648) (0.00867)
Constant 0.3619%** 0.3652%**
(0.00498) (0.00529)
Firm fixed-effect v v
Time period 2005-2014 2007-2010
Observations 227,080 90,832
Outcome mean (pre-reform) 0.213 0.259

Note: The table shows the effect of the UI reform on the number of layoffs
after 4 vs 3 months of tenure, based on MMO data, using Equation (1). Each
observation corresponds to the number of permanent contracts terminated in
a given plant in a given year after 4 or 3 month of tenure. Column (1) refers
to the 2005-2014 period and column (2) restricts to observations close to the
reform (i.e., years 2007-2010). Standard errors (in parentheses) are clustered
at the plant level.* p<0.10, ** p<0.05, *** p<0.01.

Figure B9: Impact of the reform on the number of layoffs after 4 vs 3 months of tenure: Yearly
estimates
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Note: The figure plots yearly estimates of the effect of the Ul reform on the number of layoffs at 4 months vs. 3 months of tenure, based on
MMO data, using Equation (2). The reference year is 2008, the last pre-reform year. Standard errors are clustered at the plant level. The
vertical dotted line shows the timing of the reform.
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Spillover effects of Ul eligibility threshold: Robustness checks

Table B6: Effect of the reform on the number of 4-month FTCs relative to 3-month FTCs

Log number of contracts Number of contracts
Work history > 6 months  Work history > 12 months
6] @) 3 “
4-month FTC -0.0253***  -0.0294***  -0.0401*%*  -0.0474%%**
(0.00153)  (0.00222)  (0.00263) (0.00390)
Post-reform -0.0974%%*  -0.1038*** -0.1430%** -0.1583%**

(0.00088)  (0.00150)  (0.00153)  (0.00262)

4-month FTC x Post-reform  0.0236***  0.0276***  (0.0383***  (.0452%**
(0.00158)  (0.00231)  (0.00270) (0.00408)

Constant 0.1085***  (0.1161%***  (,1575%*%*  (,1746%**
(0.00079)  (0.00122)  (0.00137) (0.00215)
Firm fixed-effect v v Ve v
Time period 2005-2014 2007-2010 2005-2014 2007-2010
Observations 224,528 112,264 160,480 80,240
Outcome mean (pre-reform) - - 0.075 0.083

NOTE: The table shows the effect of the UI reform on the number of 4-month fixed-term contracts (FTCs) relative to 3-month FTCs,
using FH-DADS data and Equation (1). Columns (1) and (2) report the effect on the log number of contracts on workers with at least 6
months of work history. Columns (3) and (4) report the effect on the number of contracts in levels on workers with at least 12 months
of work history. Columns (1) and (3) use the full time period (2005-2014); Columns (2) and (4) restrict to years close to the reform
(2007-2010). Standard errors clustered at the plant level. * p<0.10, ** p<0.05, *** p<0.01.

Figure B10: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs
for workers already eligible for UI
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NOTE: These graphs plot yearly estimates of the effect of the UI reform on the number of 4-month fixed-term contracts (FTCs) relative to
3-month FTCs for workers already eligible for unemployment insurance. Figure B10a uses a log specification of the dependent variable and
focuses on workers with at least 6 months of work history at FTC start. Figure B10b presents estimates for workers with at least 12 months of
work history using a linear specification. Both are based on FH-DADS data and estimated using Equation (2). The reference year is 2008.
Standard errors are clustered at the plant level. The vertical dotted line indicates the timing of the reform.
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The impact of removing an existing work history threshold for Ul eligibil-
ity: Robustness checks

Figure B11: Impact of the reform on the number of 6-month FTCs relative to 5-month FTCs:
Yearly estimates with a log specification
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Note: The figure plots the yearly estimates of the effect of the Ul reform on the log number of 6-month fixed-term contracts relative to
5-month fixed-term contracts, based on MMO data, using Equation (2) in which the dependent variable is expressed in log. The reference
year is 2008, the last pre-reform year. Standard errors are clustered at the plant level. The vertical dotted line shows the timing of the reform.

Table B7: Impact of the reform on the number of layoffs after 6 vs 5 months of tenure

Number of layoffs
(H 2
6-month FTC -0.0018 -0.0057
(0.00504) (0.00791)
Post-reform -0.2267%** -0.2087%***
(0.00598) (0.00786)
6-month FTC x Post-reform -0.0029 0.0055
(0.00604) (0.00979)
Constant 0.3477%%* 0.3647%**
(0.00400) (0.00533)
Firm fixed-effect Ve v
Time period 2005-2014 2007-2010
Observations 234,140 93,656
Outcome mean (pre reform) 0.210 0.259

Note: The table shows the effect of the UI reform on the number of layoffs
after 6 vs 5 months of tenure, based on MMO data, using Equation (1). Each
observation corresponds to the number of permanent contracts terminated in
a given plant in a given year after 6 or 5 month of tenure. Column (1) refers
to the 2005-2014 period and column (2) restricts to observations close to the
reform (i.e., years 2007-2010). Standard errors (in parentheses) are clustered
at the plant level.* p<0.10, ** p<0.05, *** p<0.01.

53



Figure B12: Impact of the reform on the number of layoffs after 6 vs 5 months of tenure
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Note: The figure plots yearly estimates of the effect of the UI reform on the number of layoffs at 6 months v.s. 5 months of tenure, based on
MMO data, using Equation (2). The reference year is 2008, the last pre-reform year. Standard errors are clustered at the plant level. The

vertical dotted line shows the timing of the reform.
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The impact of introducing a new work history threshold for UI eligibility:
wage effect

Figure B13: Impact of the reform on wages in 4-month FTCs relative to 3-month FTCs: Yearly
estimates
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Note: The figure plots the yearly estimates of the effect of the UI reform on wages in 4-month fixed-term contracts relative to 3-month
fixed-term contracts, based on FH-DADS data, using Equation (6). The sample is restricted to firms above the median of the pre-reform
separation rate distribution (Figure B13a); of the pre-reform share of hires from unemployment rolls distribution (Figure B13b); of the
pre-reform labor shortage distribution (Figure B13c). The reference year is 2008, the last pre-reform year. Standard errors are clustered at the
plant level. The vertical dotted line shows the timing of the reform.
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The impact of introducing a new work history threshold for UI eligibility:

sorting

Figure B14: Effect of the reform on the characteristics of workers on 3- and 4-month FTCs

Y O S U A ESRN S
3 4
<
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Ending date of the contract
* 4v3 coefficient 95% Cl

5
9 H—f e 1
2
s
&
3
[

5

8
2005 2006 2007 2008 2000 2010 2011 2012 2013 2014
Ending date of the contract

* 4v3 coeficient 95% ClI

(d) Professionals

02

Gender

-01

-02

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Ending date of the contract

(b) Gender

02

01

0

Intermediate occupations

-01

-02

2005 2006 2007 2008 2008 2010 2011 2012 2013 2014
Ending date of the contract

* 4v3 coefficient 95% ClI

(e) Intermediate occupations

004 006

002

0

Blue-collar workers

-.002

g

8
2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Ending date of the contract

* 4v3 coefficient 95% CI

(g) Blue-collar workers

15

f

5

0

Pre-reform wage premium

-5

2005 2006 2007 2008 2009 2010 2011 2012 2013 2014
Ending date of the contract

* 4v3 coefficient 95% CI

(c) Rank in the pay scale

01

[

Other white-collar workers
-01

-02

-03

2005 2006 2007 2008 2008 2010 2011 2012 2013 2014
Ending date of the contract

* 4v3 coefficient 95% CI

(f) Other white-collar workers

NOTE: These graphs present yearly estimates of the effect of the UI reform on the characteristics of workers in 4-month fixed-term contracts
(FTCs) relative to those in 3-month FTCs, based on FH-DADS data and using an equation similar to Equation (6). Figures B14a-B14c
correspond respectively to age, gender, and rank in the wage distribution (pre-reform average within sector and occupation). Figures
B14d-B14g refer to occupational categories: being a professional, belonging to intermediate occupations, other white-collar workers
(employés), or blue-collar workers (ouvriers). The reference year is 2008, the last pre-reform year. Standard errors are clustered at the plant
level. The vertical dotted line shows the timing of the reform.
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Appendix C Additional Analyses

C1 Evolution of fixed-term contracts conversion and immediate renewal
around the reform

In the MMO data we use for the main analysis, job-to-job transitions that involve the same
employer and do not require a waiting period—such as fixed-term contracts (FTCs) directly
converted into permanent positions—are treated as a single employment spell. Therefore, in our
empirical analysis using this dataset, we must assume that conversion (and immediate renewal)
behaviors did not change differentially by contract duration after the reform.

This assumption has two key implications: (1) Conversion and immediate renewal rates
should not evolve differentially for 3 and 4-month FTCs around the reform; (2) Some observed
3- and 4-month employment spells may actually result from a sequence of shorter contracts
(e.g., three consecutive 1-month contracts, with no break between them, appearing as a single
3-month employment spell). The frequency of this type of renewal must not have evolved dif-
ferentially for 3- and 4-month employment spells in our data. Regarding this second point, note
that this effect should be marginal since French labor law requires a waiting period between
successive FTCs. As a result, outside of the few exceptions that apply to this non-waiting rule,
our MMO dataset does capture cases of successive FTCs.

In this appendix, we leverage the French Labor Force Survey (“Enquéte Emploi en Con-
tinu", hereafter LFS) to provide supporting evidence for our assumption. We use all observa-
tions where information on contract type and expected duration is available (i.e., when an indi-
vidual is surveyed for the first time or starts a new type of contract), over the period 2008-2012.
The panel structure of the data allows us to measure the probability that a FTC of a given dura-
tion is either renewed or converted into a permanent contract.

To examine the first point, we first identify 3- and 4-month FTCs. For each individual,
we then flag the first survey wave after the expected end of the FTC and create a dummy
variable equal to 1 if the individual is still working in the same plant during that wave and
0 otherwise. This indicator captures both renewal and conversion to a permanent contract.3
We then estimate a model as similar as possible to our main approach (Equation (1)) to assess
whether the renewal and conversion rates of 3- and 4-month FTCs evolved differentially around
the reform.3” The estimated equation, using the sample of 3- and 4-month FTCs, is:

Y;-fnt =+ [1.post; + Po. N gey + B3.p0sts * Loy + Ky + €Eimne (7)
where Y2 is a dummy indicating that individual 4 is still working in the same firm during
the first survey wave ¢ following the expected end of the FTC of duration d = {3,4}. We
also include month-of-the-year fixed effects to account for seasonality in employment flows.
Results are presented in Table C1. These results are in line with our assumption. They show no
differential change in the proportion of 3- and 4-month FTCs that were renewed or converted
into permanent contracts around the reform.

Next, we investigate the second point, i.e. whether the probability that 3- and 4-month
employment spells result from successive short-term contracts evolved differentially around the
reform. Since the LFS data does not allow us to precisely measure the duration of successive
contracts, we instead investigate whether the renewal probability of FTCs shorter than 4 months
changed with the reform. To do so, we estimate, for each FTC duration of 4 months or less,

3The LFS data does not allow us to distinguish between both, as we are only able to observe the type of
contract for the first contract.
37We cannot include firm fixed effects due to the resulting small sample size (69 observations).
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the pre-post reform difference in the probability that the FTC is renewed or converted into a
permanent contract. Specifically, we estimate the following equation for each subsample of
FTCs defined by duration:

Y =a+ B1.post; + Km + €imi (8)

Columns (1) to (5) in Table C2 report the results of this estimation for FTCs of 4, 3, 2, and
1 month(s), as well as FTCs shorter than a month. Column (6) further presents results for all
FTCs of 4 months or less taken altogether. Reassuringly, none of the post-reform coefficients
is statistically significant, confirming the absence of systematic changes in renewal/conversion
behavior for short FTCs around the reform. Overall, based on LFS data, we find no evidence
that renewal/conversion behaviors for short FTCs were affected by the reform.

Table C1: Differential immediate renewal/conversion probabilities before and after the reform:
4-month vs 3-month FTCs

Renewal/conversion
(D
4-month FTC -0.045
(0.035)
Post-reform -0.031
(0.020)
4-month FTC x Post-reform 0.043
(0.039)
Constant 0.32 ] e
(0.018)
Observations 4,027

Note: The table shows the effect of the UI reform on the difference in
immediate renewal or conversion probabilities for 4-month and 3-month
FTCs, using data from the French Labor Force Survey over the 2008-
2012 period. Estimations are based on Equation (7). Standard errors
are in parentheses.* p<0.10, ** p<0.05, *** p<0.01.

Table C2: Immediate renewal/conversion probabilities before and after the reform by FTC
duration

4-month FTCs 3-month FTCs 2-month FTCs 1-month FTCs FTCs < 1 months FTCs < 4 months
(D 2) 3) C)] Q)] (©)
Post-reform 0.007 -0.032 0.020 -0.000 0.013 0.000
(0.034) (0.020) (0.020) (0.016) (0.012) (0.009)
Constant 0.280%#:** 0.32] %3k 0.165%** 0.155%:** 0.061%*** 0.187#3%:*
(0.030) (0.018) (0.018) (0.015) (0.010) (0.008)
Observations 1,120 2,914 2,149 2,930 2,960 11,929

Note: The table shows the effect of the UI reform on the immediate renewal or conversion probabilities for FTCs shorter or equal to 4 months, using data
from the French Labor Force Survey over the 2008-2012 period. Columns 1 to 4 respectively show this results for 4-month, 3-month, 2-month and 1-month
FTC. Column 5 shows this results for FTCs shorter than a month. Column 6 shows this results for all FTCs equal or shorter to 4 months taken altogether.
Estimations are based on Equation (8). Standard errors are in parentheses.* p<0.10, ** p<0.05, *** p<0.01.

58



C2 The impact of introducing a new work history threshold for UI eligi-
bility: Robustness checks

In this appendix section, we first check the robustness of our main result to the inclusion
of plants who never recruited a worker on a 3- or 4-month FTC before the reform.>® To do
so, we estimate Equations (1) and (2) on the full sample of plants observed in the MMO data.
Results are in line with those obtained on our main working sample: the estimated coefficient
displayed in Table C3 implies a relative increase of 0.03 4-month FTCs ending each year in
each plant, representing a 6% increase with regards to the pre-reform outcome mean. The
relatively smaller magnitude of the effect on the full sample is consistent with the idea that
only firms whose optimal FTC duration is close to the threshold may react to the introduction
of an eligibility threshold. Figure Cla also reveals a very similar pattern for the dynamic effect
as the one we get on our main sample, though estimated coefficients are slightly smaller in
magnitude and not always significant for years far away from the reform.

Table C3: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs:
Full MMO sample

Number of contracts

(1 2
4-month FTC -0.181 1 *%** -0.1874%%**
(0.00849) (0.00917)
Post-reform -0.0622%%** -0.0967***
(0.00791) (0.00835)
4-month FTC x Post-reform  0.0297%*** 0.0648%**
(0.00756) (0.00917)
Constant 0.6153%:** 0.635] %
(0.00604) (0.00598)
Firm fixed-effect v v
Time period 2005-2014 2007-2010
Observations 1,902,800 761,120
Outcome mean (pre reform) 0.496 0.509

Note: The table shows the effect of the UI reform on the number of 4-month fixed-
term contracts relative to 3-month fixed-term contracts, based on Equation (1), using
the full MMO sample of plants. Each observation corresponds to the number of fixed-
term contracts of a certain duration (3 or 4 months) terminated in a given plant in a
given year. Column (1) refers to the full MMO sample and column (2) restricts to ob-
servations close to the reform (i.e., years 2007-2010). Standard errors (in parentheses)
are clustered at the plant level.* p<0.10, ** p<0.05, *** p<0.01.

To account for the fact that plants may have fairly different levels of employment in general
and different levels of FTCs in particular, we also check that our main result is robust to using
a log specification. To do so, we estimate a modified version of Equation (2), in which we
replace the dependent variable Y;¢ by log(Y,? + 1), in order to work on the same sample as in
our main specification, which includes observations with zero FTC. Again, we get very similar
results with this alternative specification to the ones we get using our main specification. As
can be seen in Figure C1b, there is a sharp and stable increase in the prevalence of 4-month
FTCs relative to 3-month FTCs after the reform.

38Recall that according to our model, optimal contract durations for these plants were further away from the
new eligibility cutoff before the reform, which decreases the probability that they reacted to the reform on this
margin.
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Figure C1: Impact of the reform on the number of 4-month FTCs relative to 3-month FTCs
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NOTE: These graphs plot yearly estimates of the effect of the UI reform on the number of 4-month fixed-term contracts (FTCs) relative to
3-month FTCs. Figure Cla is based on a linear specification using the full MMO plant sample. Figure C1b uses a log specification of the
dependent variable. Both are estimated using Equation (2), with 2008 as the reference year. Standard errors are clustered at the plant level.
The vertical dotted line marks the timing of the reform.

Finally, we examine other thresholds that should be minimally (if at all) affected by the
reform, to verify that our main finding regarding the increase in 4-month FTCs relative to 3-
month FTCs is not driven by a broader trend in FTC durations. Specifically, we analyze all
possible thresholds between 7 and 12 months. These analyses are not pure falsification tests:
as shown in Table 1, FTCs of these durations may have been influenced by minor changes in
potential benefit duration (PBD).* We therefore interpret these tests as both an exploration
of the potential impact of PBD on the distribution of FTC durations and a validation that the
pattern observed at the 4-month threshold stands out as a distinct effect attributable to the
introduction of the new eligibility criterion.

As shown in Figures C2a to C2e, none of these thresholds display the pattern observed for
the 4-month versus 3-month comparison (including the 12-month versus 11-month threshold,
where the relative change in PBD is the largest). Instead, they either show a clear null ef-
fect or exhibit substantial pre-reform trends and unstable post-reform coefficients. The only
potential exception is the 9-month versus 10-month threshold, where 10-month FTCs tend to
increase relative to 9-month FTCs after the reform, consistent with the (small) relative increase
in PBD.#? Overall, we find little evidence that PBD significantly influences the distribution of
FTC durations. These results confirm that the pattern observed at the 4-month threshold is
unique and consistent with the hypothesis that it reflects the effect of the new UI eligibility cri-
terion introduced by the reform. Analyses presented in Section 3.2.1, based on vacancy data,
further confirm this result.

3 For instance, before the reform, 11-month and 12-month FTCs respectively provided access to 7 and 12
months of PBD. After the reform, 12-month FTCs still provide access to 12 months of PBD, while 11-month
FTCs now grant access to 11 months of PBD.

“ONote however that the analysis using vacancy data do not reveal any differential evolution of vacancies of 10
vs 9 months (Figure B8c). We present these analyses in detail in Section 3.2.1.
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Figure C2: Placebo tests: Effect of the reform on thresholds between 7 and 12 months
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Note: The figure plots yearly estimates of the effect of the UI reform for each thresholds between 7 and 12 months, based on Equation (2),
using MMO data. Figure C2a represents the effect of the reform on the number of 8-month FTC relative to 7-month FTC. Figures C2b to C2e
respectively shows the same estimates for the 9-month, 10-month, 11-month and 12-month thresholds. The reference year is 2008, the last
pre-reform year. Standard errors are clustered at the plant level. The vertical line shows the timing of the reform.
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C3 The impact of Ul eligibility on transitions out of employment

In this appendix, we empirically test whether the discontinuity in the value of non-employment
for workers reaching the eligibility threshold induces an increased probability of exiting em-
ployment. To do so, we exploit the FH-DADS dataset (described in Appendix A). Our sample
selection proceeds in several steps. We remove from the dataset workers who experience par-
ticular forms of employment and are subject to different rules in terms of UI, such as home
employees for private employers or public sector workers. We end up with a working sample
of 983,256 individual workers. We compute work history for each worker in our sample by
summing up the number of days employed over a rolling window of 28 months. If an individ-
ual experiences an unemployment spell, the work history is reset to zero. The rolling window
over which we compute work history then starts at the beginning of the first employment spell
following the unemployment spell. We then focus on workers with a work history between 0
and 200 days over the period 2005-2012. Workers in our working sample are 7 years younger,
have 6 fewer years of work experience, have lower levels of education and are more often in
low-SES occupations than workers with longer work history (more than 200 days). They also
tend to work under less favorable employment conditions overall: they earn 17% less, are much
less likely to be on permanent (20% vs. 52%) or full-time (60% vs. 72%) contracts, work fewer
hours per day, and work in smaller firms. Workers in our working sample are over-represented
in sectors that frequently use very short-term contracts like agriculture, food and accommoda-
tion, administrative services or arts and entertainment, in line with previous studies (DARES,
2019),*!" as compared to workers with longer work history.*?

Based on this sample, we first check whether the probability of transitioning from em-
ployment to registered unemployment, conditional on contract termination, discontinuously in-
creases at the work history thresholds, both before and after the 2009 UI reform (Section C3.1).
The observation is therefore a contract termination. We then show that the unconditional prob-
ability of transitioning from employment to non-employment—including both registered and
non-registered unemployment—also increases discontinuously at the threshold (Section C3.2).
For this analysis, we choose as a starting date the first job in the pre or the post-reform pe-
riod. We then follow workers and flag the type of transition they make every 15 days. We also
compute their work history at a biweekly frequency.

C3.1 Transitions from employment to registered unemployment

As a sanity check, we test that eligibility to Ul actually induces more workers to register for
UI after an employment spell. To do so, we plot the probability of registering for UI within the
next 15 days against work history, conditional on job separation, before (Figure C3a) and after
(Figure C3b) the 2009 reform. As the figure shows, conditional on ending an employment spell,
the probability of registering for UI jumps at the relevant eligibility threshold in both periods.
By contrast, the figure reveals no discontinuity at the pre-reform eligibility threshold in the
post-reform period and vice-versa.** We check that this absence of discontinuity is not due to
the change in the time window considered to compute work history (28 months vs. 22 months),
and is still observed when using the post-reform reference base period for the calculation of
work history for employment spells which ended pre-reform and vice-versa (Figures C3c and

“'DARES, “Comment les employeurs mobilisent-ils les contrats trés courts ?,” Technical Report, Ministry of
Labour 2019.

“2Tables showing these descriptive statistics are available upon request.

“’Note, however, that we observe a spike at 6 months in the post-reform period due to the regularity in FTC
duration.
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C3d).

To take one step further, we then investigate whether eligibility to Ul unconditionally af-
fects the probability to transit from employment to registered unemployment. To do so, we
compute workers’ transitions from employment to registered unemployment at the biweekly
level and we plot the transition rate along the work history distribution for our main sample of
workers observed after the reform (Figure C4a). The figure shows a clear jump in the prob-
ability of transiting from employment to registered unemployment at the 4-month eligibility
threshold. Regression analyses confirm that having a work history right above the eligibility
threshold is associated with a 0.8 percentage point increase in the probability of moving from
employment to registered unemployment, from an almost O probability at the left-hand side of
the cutoff (Table C4). This low transition rate in absolute terms is mainly due to the fact that
the vast majority of workers reaching the eligibility threshold do not separate from their jobs.
For individuals separating from their job, it can also be due to an important non take-up of
unemployment benefits, which typically ranges from 30 to 70% in high-income countries (see
for example Blank and Card (1991) or Blasco and Fontaine (2021) for the US and France).

C3.2 Transitions from employment to non-employment

Our previous analyses provided clear evidence of a discontinuous increase in transitions
from employment to registered unemployment at the eligibility threshold. However, it is not
clear whether this result is due to an increase in job separations and/or a decrease in job search
effort, or simply reflects a substitution from unregistered non-employment to registered unem-
ployment.

To investigate this issue, we compute workers’ transitions from employment to non-employment
at the biweekly level and we plot the transition rate along the work history distribution. We first
look at transitions after the reform for our main sample of workers (Figure C4b).* In spite of
a discontinuity observed at the 4-month cutoff, the figure is noisy and trends at the left and
right of the cut-off are poorly estimated, which makes it difficult to be conclusive on this point.
This could be partly due to measurement error in the computation of work history related to the
structure of the FH-DADS dataset. In particular, this dataset includes one single observation
per individual x plant x year, ignoring potential interruptions between two successive contracts
in the same plant. To minimize measurement error, we focus on observations for which the
number of hours worked over the whole period covered by the observation corresponds to the
number of hours worked for a person employed full-time over the same period. This restriction
ensures that each observation corresponds to one single contract.

Figures C4c and C4d plot the probability to move from employment to non-employment
along the work history distribution for this sample of workers, respectively before and after
the reform. They show a clear discontinuity at the post-reform eligibility threshold after the
reform has been implemented, but no discontinuity at the same threshold before the reform.
It also shows a discontinuity in transitions from employment to non-employment at the pre-
reform eligibility threshold before the reform was implemented, but no discontinuity at the
same threshold after the reform. To test more formally the presence of discontinuities in tran-
sitions out of employment, we further implement a regression discontinuity strategy at the
4-month and 6-month cut-offs on this restricted sample, before and after the reform. The re-

#To account for the spikes in the probability of exiting employment at 4 and 6 months for reasons unrelated
to Ul eligibility (e.g. many FTCs typically last 1, 2, 3, 4 or 6 months exactly, as outlined in Section 2), we drop
from these analyses observations corresponding to a work history equal to the eligibility threshold +/- 2 days of
work history.
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sults outlined in Table C5 confirm that discontinuities in the transition rate from employment to
non-employment are only observed at the pre-reform cut-off for pre-reform observations and at
the post-reform cut-off for post-reform observations. The table also indicates that the jump is
significant and equivalent to a 1.8-2 percentage points increase in both cases, which represents
a 20% to 50% increase relative to the rate right below the cutoff.

Figure C3: Probability of Ul registration conditional on job separation
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SOURCE: FH-DADS.

NOTE: This figure plots the probability to transit from employment to registered unemployment conditional on ending an employment spell,
with respect to work history computed over the relevant base reference period used to determine UI eligibility. Figures C3a and C3b refer to
pre- and post-reform observations with corresponding base periods (22 and 28 months). Figures C3c and C3d show placebo tests using
mismatched reference periods. The two vertical lines represent 4 months and 6 months of work history.
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Table C4: Discontinuity in the transition rate
from employment to registered unemployment

Probability of transiting from employment
to registered unemployment

Linear Quadratic Cubic
(1) 2 (3)
RD_Estimate 0.008 3 0.007%** 0.010%**
(0.001) (0.001) (0.001)
Observations 1,270,880 1,270,880 1,270,880

*p<0.10, ** p<0.05, *** p<0.01. Standard errors in parentheses.

NOTE: The regression shows in a regression discontinuity design spirit the discontinuity
in the biweekly transition rate from employment to UL The running variable is the work
history over the last 28 months and the cutoff value is 4 months. We use the optimal
data-driven bandwidth selection procedures proposed by Calonico et al. (2020). Linear,
quadratic and cubic specifications.

Table C5: Discontinuities in the transition rate
from employment to non-employment before
and after the reform

(€)) @) 3
Linear Quadratic  Cubic
Panel A: Post-reform observations, discontinuity at 122 days
RD_Estimate 0.018**  0.020* 0.026
(0.009)  (0.012)  (0.020)
Observations 158,169 158,169 158,169
Panel B: Pre-reform observations, discontinuity at 122 days (Falsification test)
RD_Estimate 0.005 0.009 -0.034
(0.013)  (0.015)  (0.037)
Observations 55,180 55,180 55,180
Panel C: Pre-reform observations, discontinuity at 182 days
RD_Estimate 0.020%* 0.020 0.021
(0.010)  (0.013)  (0.015)
Observations 80,618 80,618 80,618
Panel D: Post-reform observations, discontinuity at 182 days (Falsification test)
RD_Estimate -0.002 -0.008 -0.006
(0.005)  (0.009)  (0.011)
Observations 238,317 238,317 238,317

* p<0.10, ** p<0.05, *** p<0.01. Standard errors in parentheses.
SOURCE: FH-DADS.

NOTE: The table shows in a regression discontinuity design spirit the discontinuity in the biweekly tran-
sition rate from employment to non-employment, using linear (col. (1)), quadratic (col. (2)) and cubic
specifications (col. (3)). For Panels A and B, the running variable is the work history over the last 28
months and the cutoff value is 122 days. For Panels C and D, the running variable is the work history over
the last 22 months and the cutoff value is 182 days. Panels A and D refer to post-reform observations while
panels B and C refer to pre-reform observations. Each panel corresponds to a separate regression for which
a different bandwidth is selected through the MSE optimal bandwidth selector (Calonico et al., 2020).
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Figure C4: Transition rates from employment along the work history distribution
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SOURCE: FH-DADS.

NOTE: These graphs plot the biweekly transition rates from employment to either registered unemployment or non-employment, with respect
to work history computed over the relevant base reference period (22 or 28 months). Figures C4a and C4b refer to the post-reform period
(contracts starting after April 1%, 2009). Figures C4c and C4d display pre- and post-reform transition rates to non-employment. Vertical lines
correspond to 4 months (122 days) and 6 months (182 days) of work history.
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