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Abstract 

This paper analyzes the effect of unemployment insurance sanctions on the 
transition rate f o m  unemployment to employment. Sanctions are punitive 
benefits reductions that are supposed to make recipients comply with cer- 
tain minimum requirements concerning search behavior. We use a unique 
set of administrative micro data covering the whole population of individu- 
a ls  who started collecting unemployment insurance in the Netherlands in 
1992. To deal with the selectivity of the occurrence of a sanction we simul- 
taneously model the process by which unemployed get a sanction and the 
process by which they find jobs. We exploit the fact that some respondents 
experience multiple spells. 
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work on the "black labor market". More than 90% concerns the search-related 
reasons mentioned above. 

The Unemployment Law does not. specify which type of sanction has t o  be 
applied t o  which offence. So the U1 administration agencies are free to choose 

the sanctions which the?; think are appropriate. As a consequence of this, the 
application of U1 sanctions depends on a large number of arguments some of 

which are left to t he  discretion of the employees of the U1 administration agency. 
Whether or not a sanction is applied and if so which sanction is applied wiIl 
depend on the nature of the offence, the labor market situation in the specific 

industry, the personal and family situation of the unemployed worker involved. 
etcetera. 

3.2 The Data 

Our database originates from the Dutch Social Security Council and consists 
of unemployed who lost their job in the metal i n d u s t r ~  and the banking sector 
and who applied for and started collecting unemployment benefits in 1992. The 
information about the unemployment benefits durations and sanctions is collected 
up to September 1993. There is no information on individuals after they stop 

collecting L1 benefits, but we know whether they stop because they find a job or 

because the period during which they can claim unempIo~rrnmt benefits comes 
to an end. (The Appendix contains a very extensive description of the data.) 

Observations of durations are classified in intervals, so we know whether an 
individual received unemployment benefits during a specific interval and whether 
a sanction was imposed during that same interval. Some of the unemployed were 
still collecting benefits in September 1993. Thus: these observations are right- 
censored. There are also right-censored observations if L1 stopped for a different 

reason than transition to employment. One of these reasons may be that the 
unemployed received the benefits for his maximum entitlement period. 

There is information on the moments sanctions are jmposed, bu t  we have 
no information on the magnitude of sanctions. We only use information about 
sanctions that where imposed during the spell of unemployment, omitting spells 
with sanctions that atwere imposed at the start of the unemployment spell. The 
reason for this is that it is not possible to identify the selectivity involved in 

imposition of sanctions at the start of the spell. Also, recall that sanctions at the 
start are given for reasons related to behavior before unemployment, which axe 

very different from the reasons for sanctions during the  spell. 
In some cases we observe multiple spells for a single individual. As mentioned 




















































