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Abstract

We analyse labour market prospects of unemployed Czechs and Slovaks aged
50 — 65. Those aged 55 and over face the most diminished opportunities for
re-employment and the strongest incentives to withdraw from the labour force.
Women and individuals in poor health also fall into strongly disadvantaged/
discouraged subcategories. Education levels or regional economic conditions do
not significantly affect the re-employment odds. While these trends are similar in
both countries, older Czechs face a lower probability of remaining unemployed,
due to more frequent use of labour force withdrawals as an exit from unemploy-
ment. More frequent withdrawals occur in all subcategories of older unemployed
Czechs, and can be observed after any comparable unemployment duration. The
probability of re-employment of older Czechs and Slovaks is equivalent early in
an unemployment spell, but becomes higher for older Slovaks after the fifth
month of unemployment, even for those aged 60+. We suspect that the higher
pensionable age in the Czech Republic is unlikely to function as a strong push
factor to return to employment. We also point to the shorter duration of unem-
ployment benefits for older Slovaks, which may encourage more job-finding effort.
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Introduction

This paper focuses on the transitions of unemployed Czechs and Slovaks
aged 50 — 65 into re-employment or inactivity over the period 2004 — 2016.
Knowledge about factors influencing their alternative pathways from unem-
ployment is instructive for the design of labour market institutions and policies,
and also for efforts to tackle the projected declines in economically active popu-
lations. The current policy emphasis is on extending working lives, and an in-
creasing fraction of older individuals thus remains dependent on the labour mar-
ket. However, the problems linked with their employability might undermine the
desired effects of such policies.

There is an overall consensus in the literature that the probability of finding
ajob diminishes as unemployed workers age (see, e.g., Martin, 2018, for an
overview of results for OECD countries). Among others, Guzi (2014), Babo$
and Lubyové (2016), and Flek, Hila and Mysikov4 (2018) confirm this observa-
tion specifically for the Czech Republic and/or Slovakia. A related problem which
has been relatively less studied concerns the factors which determine job-finding
prospects within the group of older unemployed workers. This assumes estimat-
ing the impacts of individual, household, regional, and other characteristics which
affect the chances of older unemployed workers to return to employment.

Flek, Héla and Mysikova (2020) analyse the re-employment perspectives of
older unemployed workers in central European countries, including the Czech
Republic and Slovakia. The duration of unemployment appears to be the major
determinant of job-finding, while the impact of explanatory covariates (gender,
education, household characteristics, etc.) is less robust and/or uniform. However,
their main emphasis is on comparisons of job-finding prospects between the
older and prime-age groups of unemployed individuals. For simplicity, the un-
employment-inactivity transition channel is omitted in their comparisons.

In contrast, this paper concentrates exclusively on older unemployed workers.
This requires us to account explicitly for the fact that re-employment or inactivity
are alternative labour market destinations. That is why this study does not apply
a single-risk framework focusing exclusively on transitions from unemployment
to re-employment. Instead, we simultaneously estimate the determinants of re-em-
ployment and withdrawal probabilities using the competing-risks model frame-
work (Fine and Gray, 1999).

Our aims are broadly rooted in the option value theory (Stock and Wise,
1990), according to which an older individual compares the expected utility from
working and from leaving the workforce. Returning to employment is often as-
sociated with opportunities to increase future income, savings and pensions, and
to develop acquired human capital, economic status, professional interactions
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and social networks. However, the option value of re-employment may be offset
by health problems, the need to be a family caregiver, or simply because of
a desire to enjoy leisure. Older unemployed workers also frequently encounter
frustrations when searching for a good quality job, and from stigmatisation by
potential employers. This often leads to declines in their job search efforts, to
disproportionate exposure to long-term unemployment compared to younger
jobseekers, and ultimately to labour market marginalisation. As a result, some
older unemployed workers may find that it is rational or simply inevitable that
they will remain unemployed, and subsequently leave the workforce.

Evidence from western Europe suggests that the re-employment incentives of
workers who are approaching pensionable age are additionally diminished by
long periods of provision of unemployment benefits, thus discouraging them
from active job searches, and enabling them to bridge the time until they are
eligible for withdrawal (Lalive and Zweimiiller, 2004; Tatsiramos, 2010). In
contrast, shorter provision of unemployment benefits increases the re-employment
probability of older unemployed workers (Kyyrd and Pesola, 2017). Analogous
positive employment effects were also found after increases in the (early) retire-
ment age (Giesecke and Kind, 2013).

The Czech Republic and Slovakia differ to a certain extent in labour market
performance, policies, institutions, and in pensionable age (OECD, 2018a; 2018b).
Do these national specificities co-exist with the different determinants of transi-
tioning to either re-employment or to inactivity of older Czech and Slovak un-
employed workers? This is the first research question we aim to address. Our
model framework makes it possible to also establish the mutual proportions of
the two probabilities of leaving unemployment in each country (and within the
specific subcategories of older individuals), after any given length of unem-
ployment spell.

This enables us to also address the following research questions: In which
country are re-employment prospects of older unemployed workers relatively
more favourable? Where are withdrawal options relatively more frequent? How
many older individuals fail to find their way out of unemployment, and what are
their characteristics?

We explore most recent longitudinal datasets from the European Union Sta-
tistics on Income and Living Conditions (EU-SILC). A broader country focus is
less feasible for us at this stage, not least because of the complexity of the analy-
sis and space limitations. The next section of this paper discusses key empirical
and institutional issues which are relevant to the older workforce. Subsequently,
we explain the ways in which we explore the EU-SILC datasets and formulate
our estimation strategy; then we report the results. The last section concludes.
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1. Institutional and Empirical Context

As with virtually all developed countries, the Czech Republic and Slovakia
have been facing ageing populations, which is evidenced in rising demographic
old-age dependency ratios (numbers of individuals aged 65 and over, relative to
the working age population 20 — 64). These ratios are expected to more than
double by 2050, and should then amount to some 60% in the Czech Republic
and to 55% in Slovakia, respectively (OECD, 2017). Both countries have under-
taken measures to address the challenges implied by ageing populations. For
pensions, this includes increasing the normal retirement age, aligning the retire-
ment ages of men and women, increasing the minimum length of insurance con-
tributions, and making early retirement options less beneficial and/or feasible.

The legal rules for setting the normal retirement age” (and the design of pen-
sion systems in general) have been subject to numerous changes. Eventually,
retirement age in 2016 reached 63 for Czech men and 62.3 for Czech women,
with further annual (gender-specific) increases, so that the retirement age can be
unified at 65 for all those born after 1971. Early retirement is an option three
years prior to the normal retirement age. In Slovakia, the normal retirement age
is already uniform for men and women, and is indexed to life expectancy. In
2016, it was 62. In the next two years, it increased by 76 days and 139 days,
respectively. Additional increases effective from January 2019 are envisaged for
those born between 1957 and 1960. Their normal retirement age should range
between 62.6 for those born in 1957, and 63.2 for those born in 1960. Early re-
tirement is allowed two years before the normal retirement age.

Table 1
Average Effective Age of Labour Market Exit”
Czech Republic Slovakia OECD EU-28
Men Women Men Women Men Women Men Women
2004 61.4 58.3 59.7 56.0 63.1 61.5 61.6 59.9
2016 62.5 60.8 60.8 59.6 65.0 63.5 63.3 62.0

Note: " A weighted average of (net) withdrawals from the labour market at different ages over a 5-year period
for workers initially aged 40 and over.

Source: OECD pension statistics <https://www.oecd.org/els/emp/average-effective-age-of-retirement.htm>.

Table 1 displays evolutions of the average effective age of labour market exit
between 2004 and 2016, i.e., over the period covered by our analysis. Czechs
and Slovaks tend to remain longer on the labour market, a tendency which con-
cerns women’s participation relatively more. Nonetheless, both countries continue

% The normal retirement age is defined as the age at which an individual can retire without any
reduction to their pension, having had a full career from age 20 (OECD, 2017).
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to lag behind the respective OECD and EU averages. This applies to Slovakia in
particular, which recorded the lowest average effective age of female labour
market exit in 2016 of all OECD countries (the average effective exit age of
Slovak men was the second lowest, next to France).

Working longer is associated with increases in the employment rates of older
Czech and Slovak populations (Figures 1 — 2).” But the initial gap between the
employment rate of the 55 — 59 group and the employment rates of those aged
60+ further widened between 2004 and 2016 in both countries. Simultaneously,
the employment rates and effective exit ages of the oldest Czech and Slovak
groups remained lower in comparison with some other European Union coun-
tries with similar projected degrees of population ageing (Table 2).

Figure 1
Employment Rates of Older Population Groups in the Czech Republic”
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Note: ” In per cent (the number of employed people relative to the total population of the same age category).
Source: Czech Statistical Office.

Figure 2
Employment Rates of Older Population Groups in Slovakia *
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Note: ”In per cent (the number of employed people relative to the total population of the same age category).

Source: Slovstat.

? The latter trend cannot be attributed solely to measures aimed at postponing the pensionable
age. Martin (2018) argues that the overall rises in employment rates of older age cohorts have also
occurred due to their rising educational attainments, improvements in health status, and due to the
wealth effect of working longer.
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Table 2

Projected Old-Age Dependency Ratios, Average Effective Age of Labour Market
Exit, and Employment Rates of Older Population Groups in Selected EU Countries

Old-age dependency Average effective age Employment rate (%)
ratio (%) of labour market exit (2016)
(2050) (2016)

Men Women 60 — 64 65 - 69
Estonia 56.3 64.8 65.3 55.0 31.8
Germany 59.2 63.3 63.2 56.0 155
Netherlands 53.0 63.5 62.3 53.0 13.1
Czech Republic 58.9 62.5 60.8 383 12.2
Slovakia 53.9 60.8 59.5 27.0 5.6

Source: OECD (2017, pp. 21; 24; 123).

A range of factors drive these trends: The incidence of part-time work in the
55 — 64 category is, in both countries, some three times lower than the EU-28 or
OECD averages. Older Czechs and Slovaks also suffer from less job stability, as
proxied by job retention rates (i.e., by the numbers of all employees currently
aged 60 — 64 with job tenure of five years or more, relative to all employees aged
55 - 59 five years prior). Further, both countries lagged considerably behind EU
averages in shares of the 55 — 64 age group with tertiary education, and in parti-
cipation of this group in job training (OECD, 2018a; 2018b).

Table 3
Unemployment Rates: Age Category 55 — 64"
Czech Republic Slovakia EU-28 OECD
2006 5.3 9.7 6.1 4.3
2016 3.8 9.0 6.4 4.6

Note: ™ in per cent, as the number of unemployed people relative to the total labour force of the same age
category.

Source: OECD (2018a, p. 11; 2018b, p. 12).

Czech and Slovak unemployment rates of older populations occupy different
positions relative to the EU-28 and OECD averages (Table 3). However, the
relative incidence of long-term unemployment (lasting more than one year) with-
in this age category of unemployed individuals is almost equally concerning in
both countries: In the Czech Republic (Slovakia) it amounted to 55.4% (62.2%)
in 2016. Czech registered jobseekers aged 50 — 55 can spend eight months on
unemployment benefits, as compared to five months for younger workers. Those
aged over 55 can rely on 11 months of benefits. In contrast, the duration of un-
employment benefits in Slovakia does not differ between age groups and is set
at six months. Between 2006 and 2017, some categories of registered jobseekers,
such as those with previous temporary contracts, were entitled just to four months
of unemployment benefits.
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Broader international comparisons presented in this section suggest that older
Czechs and Slovaks tend to leave labour markets relatively early. Their employ-
ment rates are relatively low, as are their job-retention rates and their involve-
ment in training programmes and part-time work. The exposure of older unem-
ployed individuals to long-term unemployment is above 50%. In spite of these
common trends, two institutional differences are worth noting: The normal
retirement age is consistently higher in the Czech Republic, and provision of
unemployment benefits for older registered jobseekers is considerably shorter in
Slovakia. This is not to say that the two countries do not differ in more institutio-
nal, policy-related and socio-economic respects, which may affect the labour mar-
ket prospects of older unemployed workers — see, e.g., OECD (2018a; 2018b).
However, it is not feasible to consider all potential aspects explicitly at this stage
of research, not least because of space limitations.

2. Data Organisation and Estimation Strategy

EU-SILC is an annual survey in which household members aged 16 and over
are interviewed for four consecutive years. Its longitudinal version is designed as
a four-year rotational panel and is harmonised by Eurostat. The data include
information on the monthly economic activity (employment, unemployment,
inactivity) of respondents, which is reported retrospectively for each calendar
year. Our data selection is limited to individuals who participated continually for
all four consecutive years and who experienced at least one unemployment epi-
sode during that period. Their ages range from 50 at the beginning of the four-
year period to 53 — 65 at the end. We pool all four-year datasets available to us
from the longitudinal EU-SILC March 2019 version, to obtain the maximum
possible sample sizes. Slovak data for 2016 are not included in this version. Our
dataset thus consists of longitudinal EU-SILC 2008 — 2017 for the Czech Repub-
lic (CZ), and of longitudinal EU-SILC 2008 — 2016 for Slovakia (SK). It con-
tains 10 (9) four-year national datasets covering the period from January 2004
to December 2016 (2015).

Each respondent remains in the survey for 48 consecutive months and may
experience multiple unemployment spells. That is why an unemployment spell,
and not an individual, is our unit of analysis.* Each spell either terminates in an
exit from unemployment (via employment or inactivity), or is naturally right-cen-
sored if the individual is unemployed in the last month of observation. Individuals

* When discussing our results later in the text, we sometimes refer for simplicity to an individual,
but this should always be interpreted as above.
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who are unemployed in the first month of observation are dropped from the
samples, to avoid inclusion of left-censored spells of unknown durations begin-
ning prior to the time frame we study. After excluding the missing values, the final
sample sizes consist of 896 (358) Czech (Slovak) unemployment spells (Table 4).

Table 4
Descriptive Statistics
Cz SK

Mean | Std. Dev. | Min | Max | Mean | Std. Dev. | Min | Max
Male 0.544 | 0.498 0 1 0.547| 0.498 0 1
Female 0456 | 0.498 0 1 0453 | 0.498 0 1
Age 50 - 54 0.280 | 0.449 0 1 0.380 | 0.486 0 1
Age 55-59 0.538 | 0.499 0 1 0.522| 0.500 0 1
Age 60 — 65 0.182| 0.386 0 1 0.098 | 0.297 0 1
Bad health 0.184| 0.388 0 1 0.190 | 0.393 0 1
Good health 0.816| 0.388 0 1 0.810| 0.393 0 1
Primary education 0.173 | 0.379 0 1 0.101 0.301 0 1
Secondary education 0.775| 0.418 0 1 0.793 0.406 0 1
Tertiary education 0.051| 0.221 0 1 0.106 | 0.308 0 1
Number of dependent children 0.092 | 0.396 0 5 0.182 | 0.511 0 3
Number of adult household members 2268 | 0.944 1 7 3.128 1.335 1 8
HH income — low 0.395| 0.489 0 1 0377 | 0.485 0 1
HH income — below median 0.212| 0.409 0 1 0.184 | 0.388 0 1
HH income — above median 0.151| 0.358 0 1 0.179 | 0.384 0 1
HH income — high 0242 | 0.429 0 1 0.260| 0.439 0 1
Home owner 0.788 | 0.409 0 1 0.908 | 0.290 0 1
Mortgage and tenants 0.212| 0.409 0 1 0.092 | 0.290 0 1
Densely populated area 0.210 | 0.407 0 1 0.232| 0423 0 1
Medium populated area 0.272 | 0.445 0 1 0.366 | 0.482 0 1
Thinly populated area 0.518 | 0.500 0 1 0402 | 0.491 0 1
Regional GDP per capita growth 2,666 | 4.134 -7.8| 11.5| 4.013 5.516 99| 183
Regional employment rate (age 15— 64) | 65.479 | 2.948 59.3| 74.8(59.550 | 4.503 51.5| 72.1
N (unemployment spells) 896 358

Source: Longitudinal EU-SILC 2008 — 2017 (CZ); 2008 — 2016 (SK); authors’ computations.

We include the following explanatory covariates:’ A gender dummy (ref.
female); age dummies for 55 — 59 and 60 — 65 (ref. 50 — 54); and a dummy for
bad + very bad health (ref. very good, good + fair).° It is reasonable to estimate
the gender-based gaps in re-employment and withdrawal odds, as older men still
appear to be more likely to be forced to remain longer on labour markets. Further,
one can hypothesise that an older age is associated with a negative influence on
re-employment prospects, while the opposite should hold for its impact on with-
drawals. Health conditions should also affect transitions to re-employment or out
of the workforce.

> The covariates are time-invariant, i.e., they correspond to the end of each unemployment spell.

® This dummy variable stems from a question on perceived general health. In the Czech Re-
public, it is burdened by a relatively high item non-response, i.e., 12% of unemployment spells had
to be excluded.
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Dummies for primary and tertiary education (ref. secondary education,
ISCED 0 — 2) capture the effects of education on re-employment and/or with-
drawal prospects. Higher education is commonly associated with greater human
capital endowment, and therefore with higher opportunity costs of being jobless
(or inactive). However, the positive effect of higher education on firms’ demand
for older unemployed workers is less obvious.

We consider household (HH) characteristics, including the number of chil-
dren up to 15 years of age living in the household; the number of adult house-
hold members; the household’s disposable annual income; and the household’s
financial obligations. The presence of dependent children in a household may
motivate more intensive job-searches. In our specific case, however, these are
frequently likely to be grandchildren, whose presence in a household may in-
stead positively affect the incentives of older unemployed workers to withdraw
from the workforce to care for the grandchildren. The results would show which
of these two possible effects prevails, if any.

As for the numbers of adult household members, one can hypothesise that an
older unemployed worker living in a larger household may feel less pushed to
return to work. Relative household income data enables us to link the individu-
al’s re-employment or withdrawal incentives with the overall financial and social
status of their households.” Finally, home ownership (ref. owners paying mort-
gage and tenants) may negatively affect re-employment odds (and positively
withdrawal odds), as the household budget is less burdened.®

In order to account for intra-country regional specificities, we control for
densely-populated and intermediate areas (ref. thinly-populated areas). We also
control for regional GDP per capita growth (in PPS, Eurostat database), and for

7 We consider the national median of equivalised household disposable income (EU-SILC
variable HX090) as a benchmark, and create four categories of relative household equivalised
incomes: “HH income — low” (less than 80% of national median); “HH income — below median”
(80 — 100% of national median); “HH income — above median” (100 — 120% of national median);
and (ref.) “HH income — high” (more than 120% of national median). The categories of relative
household incomes are wide enough to serve simultaneously as a proxy for the total household
economic activity/work intensity. The reason we do not deal explicitly with the activity/intensity
indicators is that explanatory covariates involved in our estimates are treated as time-invariant,
while the total household work intensity may vary considerably during any individual unemploy-
ment episode.

8 Some potentially relevant characteristics remain omitted from our analysis. For instance, we
find it difficult to control explicitly for the retirement age of each individual. This concerns women
specifically, as the EU-SILC data do not contain the numbers of children raised in the past. In-
stead, we construct three age bands, to see how the results change with respondent’s age. We are
also limited in considering the length of the last employment/inactivity spell prior to becoming
unemployed — this information is missing by definition at the initial stages of observations in our
four-year panels. Analogously, we omit the ISCO classifications of types of (previous) employ-
ment, as this information is missing for non-employed Czechs between 2010 — 2012.
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the regional employment rate (Eurostat database from Labour Force Surveys).
Regions are defined at the NUTS-2 level (eight regions in the Czech Republic;
four in Slovakia). One can assume that labour demand in urban agglomerations
is presumably higher than in thinly populated areas. The same is likely to apply to
regions with increasing economic wealth and/or high overall employment rates.

For modelling the covariate effects on the probabilities of transitioning from
unemployment to either re-employment or to inactivity, we utilise the concept of
sub-distribution hazard (Fine and Gray, 1999; see also Hinchlife and Lambert,
2013; or Mozumder, Rutherford and Lambert, 2017). In this scenario, we define
two sub-distribution hazard rates:

Pr((r<T<t+0e)n EJ|[T>10(T<tn1)])

()= fim, Y
ey
%(I):AimoPr([(tsT<t+At) n IA]J[T >10(T<1nE))

where the random variable T represents observed survival time, i.e., duration of
a randomly chosen unemployment spell in months. Random events E and / mean
that the spell terminates with a movement into re-employment or inactivity, re-
spectively. The interpretation of these sub-distribution hazard rates is as follows:
h, (t) represents the theoretical instantaneous rate of transitioning from unem-
ployment to employment of all workers who are either still unemployed at time
t, or have already transitioned to inactivity. The meaning of h, (t) is analogous.
To estimate the covariate effects, both sub-distribution hazard rates s, (where

k D{l, 2}) are assumed to take the following form:

h () = hy, (t) exp(B.x) 2)

where the function h,, (t) stands for the baseline sub-hazard rate, representing

the sub-distribution hazard rate from formula (1) at the baseline level of explana-
tory covariates. The exponent then expresses a linear combination of parameters
to be estimated ( £3, ), and the covariates in the column vector (x).

We fit the model by using the partial maximum likelihood method (Fine and
Gray, 1999, pp. 497 — 502).° For the sake of better interpretation, the estimated

® We do not adopt parametric models when estimating the baseline subhazard rates hoy, - This

is intended to avoid the misspecification of the underlying baseline distribution, which might occur
if we used, e.g., the Weibull model, which assumes that the baseline hazard is a monotonous func-
tion. Our results do not support such simple behaviour of baseline sub-hazard functions (the corre-
sponding graphs are available from the authors upon request).
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parameters [, are transformed into sub-hazard ratios e . These sub-hazard

ratios (SHRs) are reported in Tables 5 and 6, along with the p-values and 95%
confidence intervals. For each explanatory covariate, the coefficients indicate,
ceteris paribus, the relative odds of exiting unemployment and moving to another
labour market status.'® For instance, the odds of an unemployed older male of
transitioning into re-employment are reported in per cent (relative to an older
unemployed female), considering the risk set consisting of currently unemployed
older individuals and of those who have already transitioned from unemploy-
ment to inactivity. For simplicity, later in the text we do not repeat the detailed
description of the risk sets.

The results will identify the characteristics which affect the relative odds of
returning to employment and/or to withdraw from the workforce. Note, however,
that the estimated SHRs do not provide specific information about the relative
incidence of either type of outflows from unemployment after any given duration
of unemployment spell, or about the relative exposure to long-term unemploy-
ment. That is why we estimate the following, cause-specific cumulative inci-
dence functions (CIFs):

F(t)=Pr([T<t]n E), F,(e)=Pr([T <t] n 1) 3)

where F (t) stands for the probability that an unemployment spell terminates
with a move into employment until time ¢. Analogously, F, (t) represents the

probability of terminating the spell by exiting the workforce until time ¢. There is
a direct link between the CIFs expressed in formula (3), and the corresponding
sub-distribution hazard rates defined in formula (1):

F(1)=1-¢™0) 4)

t
where A, (t) = .[hk (T)d T is the cumulative sub-distribution hazard. Formula (4)
0

makes it possible to estimate the functions F, for a particular explanatory varia-
ble, controlled for the rest of the covariates. Each point on the CIF then denotes
the probability of exiting from unemployment to the respective labour market
destination, after any given length of unemployment spell (see Figure 4 in next
section).

We also estimate the survival function S (t) , 1.e., the probability that an un-

employment spell does not terminate until time #:

19 In purely technical terms, each SHR in Tables 5 and 6 represents a ratio between the sub-
distribution hazard rate at a particular value of covariate, and at the baseline level of this covariate.



552

S(t)=Pr(T =t)=1-F(t) - F,(t) (5)

As with the CIFs, these estimates are made repeatedly for each chosen explana-
tory variable, controlled for the rest of the covariates — see Figure 3 in Section 4.
For econometric estimates presented in the following section we explore the above
models, as implemented into STATA-15 routines stset, stcrreg and stcurve.

3. The Results

Tables 5 and 6 report that the odds are that an older unemployed male will
outperform a female with the same characteristics significantly and robustly in
re-employment. The corresponding figures (1.878:1 for the Czech Republic, and
1.740:1 for Slovakia) point to a lower gender-based gap in Slovakia.'' An older
unemployed man is also relatively less likely to withdraw from the workforce
than an older unemployed woman (by some 60% less in both countries).

The re-employment odds of an unemployed worker aged 60 — 65 are almost
90% lower than those of a worker aged 50 — 54. The extremely robust and highly
significant SHRs of transitioning from unemployment to inactivity simultane-
ously document their high degree of discouragement from further labour market
participation.

However, the re-employment prospects of unemployed Czechs and Slovaks
are already becoming rather gloomy from age 55, when they diminished by ap-
proximately 60%, relative to individuals aged 50 — 54. The opposite holds for
transitions out of the workforce. Health status is also highly significant and ro-
bust in affecting the odds of exiting unemployment. In the Czech case, perceived
poor health diminishes the odds of re-employment by some 55%, and around
40% in Slovakia. The corresponding SHRs of transitioning to inactivity are even
more robust.

Education levels do not have any significant impact on the odds of re-em-
ployment or withdrawal. Some of the remaining explanatory covariates signifi-
cantly affect only the odds of re-employment. Specifically, the presence of
each additional adult household member reduces the re-employment odds of an
older unemployed Czech by some 10%, thus signalling lower motivation to
return to employment.'> What matters in Slovakia is the number of dependent
children, where each additional child increases the odds of re-employment by
some 40%.

' These results can also be expressed in per cent: The re-employment odds of an older Czech
(Slovak) unemployed man are higher by 87.8% (74%) than those of an older Czech (Slovak) un-
employed women.
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In the Czech Republic, an older unemployed worker who lives in a household
in the lowest-income category has about 40% lower odds of re-employment rela-
tive to someone living in a household in the highest-income category. This effect
is more pronounced in Slovakia, where it concerns households in the two bot-
tom-income categories. Another Slovak specificity is that below-median house-
hold income significantly increases the odds of leaving the workforce, by some
90%. Home ownership reduces re-employment prospects in both countries by
some 40%, relative to older unemployed workers who must make mortgage or
rent payments.

Regional characteristics are prevailingly insignificant. The first exception con-
cerns regional GDP per capita growth in Slovakia. However, the corresponding
SHR value is too close to one for us to derive any related far-reaching conclu-
sion. Second, the re-employment odds of an older unemployed Czech who lives
in a densely populated area are about 25% lower than those of the one who lives
in the thinly populated area. This can probably be explained by the relatively high
numbers of commuters from less densely populated areas causing some crowd-
ing-out effect on older unemployed workers living in an urban agglomeration.

As for the gaps between the national survival curves observed in Figure 3,
they indicate a higher probability of older unemployed workers remaining un-
employed in Slovakia than in the Czech Republic. This applies not only to over-
all cross-country comparisons, but also to particular subcategories of older un-
employed workers."” Note, however, that these gaps are nearly non-existent for
shorter unemployment episodes.

The median unemployment spell of Czechs aged 50 — 65 lasts 11.1 months,
as compared to 13.4 months of Slovaks. The analogous differences apply to
cross-country comparisons of median unemployment durations of various sub-
categories of older unemployed workers. The fraction (or the probability) of
those who have ultimately failed to find a way out of unemployment over the
entire period analysed also differs between the countries: In the Czech Republic,
persistent unemployment is 18.9%, and 23.8% in Slovakia. Older unemployed
workers in poor health, women and those aged 55 — 59 in both countries are
most exposed to prolonged unemployment.

'2 One can hypothesise that if the other adult household members are (prevailingly) employed,
intra-household solidarity appears to provide an older unemployed individual with more material
support, thereby reducing their re-employment incentives. If, in turn, more adults in the household
are jobless, joblessness may be perceived as a normal state of affairs in the household, thus again
diminishing re-employment incentives.

'3 We concentrate here only on age, gender, and health, as these characteristics proved to be
most robust in affecting the exit odds from unemployment. Survival curves and cumulative inci-
dence functions based on these characteristics are controlled for the impact of all the remaining
covariates with which we dealt previously.



suoneindwos sioyine ¢/ 107 — 8002 DIIS-NH [eUIpMISUoT 224108
‘soyeuruia) [[ods juswkodwaun oy} udYM IeaA Y} 10§ PI[[ONUOD) ') = x S0'0 = s *10°0 = sexese :SOPO QOUBIYIUSIS 210N

554

G8/ s[jods juowAojdwaun [[e jJo JaquInN
€0'291 ov'17C paenbs 1Yo prem
60°TLS 1— 18°9¢1 ¢ pooypayopnasd Sog

€90°1 ¥96°0 0€9°0 08+°0 800 10’1 6501 0L6°0 S0 0190 92200 10T | (#9 — I 95e) dex juswko[dws [euoIsay
€701 €060 91¥°0 018°0— 600 1L6°0 L90'T 176°0 LY6°0 0L0°0 02e00 2001 o3 eirdes 1ad o [euordoy
we'l 1160 S0T0 0LT'T 06ST°0 S8I'1 00T°T 8890 9T 0 091°1— | TPOT0 0L8°0 vare pajendod wnipajy
€CL'T 0680 S0T0 0LT'1 L80T0 8¢T'1 6860 8650 00 0v0'C— | +¥801°0 #xEVL0 vaxe paje[ndod K[esusq
96L'1 L06°0 191°0 00t'1 ¥TTT0 9LT'T SLLO 8610 0000 0TCy— | TO0LOO | #xxI1T9°0 Ioumo swoH
SIL'T 8€L0 1850 0SS0 LTYT0 oIl [{Ya! 1¥9°0 6650 0€S°0— | LT9T°0 0160 UBIpaul 9A0qe — dWOodul HH
CILT 91L°0 9t9°0 09t°0 19vC0 LOT'T 911 2650 870 080°'1— | SE¥I0 0€8°0 UBIpauwl MO[oq — Swodul HH
8¥S'1 169°0 1L8°0 091°0 8CI1T0 7€0'1 008°0 LEY'0 100°0 00v'e— | ¥I60°0 | #xx165°0 MO[ — dwodut HH
€Tl 0680 2090 0Zs0 S¥80°0 €01 LOO'T 06L°0 900 0r8'1— | TSSO'0 %*C68°0 SIoquiawl poyasnoy jjnpe jo JoquinN
o'l 9150 99¢°0 0LS' 0~ 9MTT0o 198°0 L6E'1 LOL0 1L6°0 00’0~ | 8CLIO ¥66°0 uaIp[1yo Juspuadap jo sequinN
G8¢C 9280 010 0ST'1 86L£°0 YOyl 00S°T 96S°0 118°0 0vYC0— | 97CT0 S¥6'0 uoneonpa AIenI9],
7811 66L°0 2650 (0290 0ZLT 0 8801 9LT'T 9L9°0 91t¥°0 018°'0— | 8SCI'0 7680 uoneanpo Krewrig
191°C 6511 +00°0 068'C VISTO | #xx€8G°1 0€9°0 °€e0 0000 06L Y~ | LVLO'O | sxxLSY'O Yifeay Jooq
06ve | €SITT 0000 0ST01 1TvL'S w35 €L°61 S91°0 $90°0 0000 0876~ | LPCO'0 | #x%£01°0 $9 -9 By
178'8 €65°¢ 0000 0gs’L 76T 1 #5x9€9°C 6050 1€€°0 0000 0C1'8— | 0SPO'0 | #xxI1¥°0 65 — §S 93y
8¢SO 8T0 0000 0S6'S— L1900 | #%xS8€0 ovee LOS'T 0000 079°'¢ LOTTO | #%x8L8'T S[eIN
1A [z|<d z g pIS ¥HS 1AM [z|<d z g pis ¥HS
QIUIPIFUOD %66 QOUIPIJUOD %66
A)1AnjORUL 0) UONISUBL], judwfo[dwd 0) uonISuBL],
(9107 — $007) dqnday] yoaz) ay, :judwisojdurdu) woaj Suruonisuei], Jo soney paezeyg-qns ayJ,
¢ olqe L



555

suoneindwos sioyine (9107 — 800C DIIS-NH [eUIpMISUOT 224108
‘soyeuruia) [[ods juswkodwaun oy} udYM IeaA Y} 10§ PI[[ONUOD) ') = x S0'0 = s *10°0 = sexese :SOPO QOUBIYIUSIS 210N

1G¢€ s[jods juowAojdwaun [[e jJo JquInN
8¢ 191 $9°001 paenbs 1Yo prem
81TLE~ €026~ pooypayopnasd Sog
0801 €56°0 8690 | O¥¥0 ¥2€0°0 Y10'1 €0'1 $96°0 €960 | 0L00— | SLIOO 6660 | (+9 — S1 95®) d1e1 JuswAodwod [BUOITY
170'1 08L°0 6S1°0 | OI¥'I— | #9900 206°0 Il L66°0 6500 | 0681 6L£0°0 %6901 o013 eiides 1ad o [euordoy
16’1 1LS°0 8880 | OVI'0 T 770’1 6vS'1 9¢L’0 6CL'0 | 0SE0 920T°0 8901 vare pajendod wnipajy
20T LSO 690 | 06£0 €LOY'0 (48! €SC'1 8¢9°0 €86'0 | 0200~ | 8SCTO S66°0 vaxe paje[ndod K[esusq
LY0'T €20 199°0 | Ov¥'0— | 1€8¢0 €180 9160 89¢€°0 6100 | 0PET— | 0SET0 %8670 Ioumo swoH
969’1 16€°0 76¥'0 | 089°0— | 810¢0 €9L°0 80¢€'T 7650 19%°0 | OVL'0— | 9981°0 168°0 UBIpaul 9A0qe — dWOodul HH
€68°'¢ 056°0 6900 | 0¢8I 7€89°0 *€16°1 LS80 0Te0 0100 | OLST— | 9I€T0 #5¥CS°0 UBIpauwl MO[oq — Swodul HH
99¢'1 650 96C°0 | 0SO'T— | 98€T0 00L°0 L8L0 LYE0 2000 | OIT'¢~ 160T°0 | #xx£CS0 MO[ — swodut HH
9¢T'1 L99°0 L0€°0 | 0CO'T— | T8IT'0 0L8°0 0L0°T 1€8°0 29¢'0 | 016'0— | 80900 £€76'0 SIoquiawl poyasnoy jjnpe jo JoquinN
9¢9°'1 619°0 6680 | 010 1€9C0 0€0°'1 0L8'T 2801 1100 | 0¢€SC S861°0 PRl uaIp[1yo Juspuadap jo sequinN
6£9'1 9¢€T°0 LEEO | 0960~ | ¥LOCO 7790 €0S'1 0LS°0 YSLO0 | 0I€0— | 68CC0 60 uoneonpa AIenIg],
61C1 781°0 cCro | 0SS'1— | S8CTO YLY'0 8S9°'1 1650 0L6'0 | 000~ | S09T0 0660 uoneanpo Krewrig
8LL'E LTT'1 L00'0 | 0L9°C SLI90 535 E€STC €001 18€°0 160°0 | 0S6'1— | 9TST'0 %6190 Yireay Jood
8CI'CL | 8I6°TI 0000 | 09¢°L T199%°C€T | #xx61€°6T | 9€€°0 €500 0000 | 08Tt~ | 67900 | sxxPE1'0 §9 -9 By
996'0T | 99C°C 0000 | 066'¢ 1600 #5x586'F 090 0ze0 0000 | 090°S— | SILOO Prraadl 65 — §S 93y
TL9°0 €€C0 10000 | 0¢v'e— | 0LOTO #5:96€"°0 00v'C 9C'1 1000 | 08¢'¢ 6S8T0 s L] S[eIN
1A [zl<d z g pIs JHS oA [z|<d z g pIs UHS
QJUIPIJUOD %66 QJUIPIJUOD %66
£)1ApdRUI 0) UONISURL], judwifo[durd 0) UonISueL ],

(ST0T — +007) enjeAo[S :judwiojdurdu ) woiy Suruonisue.i], Jo soney piezef-qns 3y,
9°1qe L



556

Figure 3

Survival Curves for Older Czech and Slovak Unemployed Workers”
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Note: " Probability of remaining unemployed after any given length of unemployment spell.
Source: Longitudinal EU-SILC 2008 — 2017 (CZ); 2008 — 2016 (SK); authors’ computations.
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The question remains which of the two types of outflows from unemployment
is decisive for longer unemployment duration and higher probability of remain-
ing unemployed in Slovakia. The CIF curves in Figure 4 depict the probabilities
of leaving unemployment and moving into either re-employment or inactivity,
after any given length of unemployment spell. On aggregate, 57.8% of unem-
ployed Slovaks aged 50 — 65 manage to transition into re-employment, com-
pared with 48.9% of their Czech counterparts. Note that when focusing on un-
employment spells lasting between one and five months, re-employment proba-
bilities in both countries are comparable. They begin to deviate in favour of older
Slovaks starting from longer unemployment periods, including even the age
subcategory 60 — 65."

The largest steepness of the Slovak “aggregate” (50 — 65) CIF curve of transi-
tioning from unemployment to re-employment can be observed precisely be-
tween the fifth and sixth months of unemployment. In contrast, the analogous
Czech curve does not exhibit any substantial change in its shape until the 18th

month.
Figure 4
Cumulative Incidence Functions for Older Czech and Slovak Unemployed Workers”
Transition to employment (age 50 - 65) Transition to inactivity (age 50 — 65)
\ ‘ 0,40
205 | A 3035
% <L s 0’30 ------------------
5 04 2
g £ 025
203 2020
< -
=02 % 0,15
£ g 0,10
20,1 |
oY QO 0,05
0,0 0,00
0 6 12 18 24 30 36 42 0 6 12 18 24 30 36 42
Time in months Time in months
Transition to employment (age 50 — 54) Transition to inactivity (age 50 — 54)
0,9 0,10
“g‘ 08 | e 2 s | e
g £ 0.6
5 05 °
2 04 =
- £ 0,04
= 03 e
€02 £ 0,02
= = Y
o 0,1 @]
0,0 0,00
0 6 12 18 24 30 36 42 0 6 12 18 24 30 36 42
Time in months Time in months

' The sole exception is in the age category 50 — 54, where the Czech and Slovak results even-
tually equalise.
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Transition to employment (age 55 — 59)
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Source: Longitudinal EU-SILC 2008 — 2017 (CZ); 2008 — 2016 (SK); authors’ computations.

Figure 4 documents the presence of cross-country discrepancies in withdrawal
probabilities: At the aggregate levels, 32.1% of older unemployed Czechs exit
from unemployment via withdrawals, compared to 18.4% of Slovaks. Clearly,
older Czechs use the inactivity channel relatively more frequently as an exit
pathway from unemployment. This leads to their shorter unemployment spells
and lower probability of remaining unemployed. Finally, note that the intensity
of moving from unemployment to inactivity peaks for older Czechs most re-
markably between the tenth and twelfth months of unemployment. The analo-
gous Slovak CIF curve peaks in its steepness much earlier, between the fifth and
sixth months.

4. Discussion and Conclusion

We find that being aged 55 and over is the key characteristic that negatively
affects prospects of returning to employment, and it is equally decisive in positi-
vely influencing a withdrawal from the workforce. Women and those experiencing
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poor health follow as the most disadvantaged/discouraged sub-categories of older
unemployed workers. These findings are common to both countries and document
a relatively high degree of exclusion of certain subcategories of older unemployed
workers from labour market competition. Our results call for greater policy atten-
tion to be devoted to the above listed sub-categories. Their employability appears
to be strongly undermined by apparent stigmatisation and possibly even discrimi-
nation on labour markets, in combination with significant discouragement effects.

Furthermore, we find that an older unemployed worker living in a bottom-
income household faces, in both countries, diminished re-employment prospects.
Such households typically consist of individuals sharing long-term experience of
unstable and poorly paid jobs, with repeated unemployed spells in between. This
makes the opportunity costs of remaining unemployed or of leaving the work-
force more palatable. Home ownership also commonly reduces re-employment
odds, likely due to the absence of mortgage or rent payments.

It is true that these effects are rather predictable and are also partly reflected
in previous studies which focused solely on determinants of unemployment-to-
employment transitions in the Czech Republic and/or Slovakia (Guzi, 2014;
Babos and Lubyova, 2016; Flek, Hdla and Mysikova, 2020). However, little was
known in the past about these effects (and even less about their significance,
robustness, hierarchy and cross-country differences) in light of the competing-risk
framework, or with an explicit focus on older unemployed workers.

Perhaps more surprisingly, education levels do not prove to have any signifi-
cant effect on the odds of exiting unemployment. Highly educated older unem-
ployed workers typically do not compete for jobs with low-qualified jobseekers
of comparable ages, but with equally educated younger cohorts. Potential em-
ployers may link the age of older well-educated job applicants with human capi-
tal obsolescence and skill deterioration. This may neutralise their potentially
higher re-employment (and lower withdrawal) incentives.

Increases in regional GDP per capita and/or high levels of regional employ-
ment rates would imply the presence of a relatively higher labour demand, but
this is not reflected accordingly in better re-employment (and lower withdrawal)
odds of older unemployed workers. As with higher education, favourable re-
gional economic conditions seem not to improve their labour market prospects,
due to negative signalling effects of a higher age.

Unemployment durations are longer on average for older unemployed Slovaks.
But the probability of such a worker transitioning to re-employment is also higher
in Slovakia, even in the oldest age subcategory (60 — 65). Specifically, re-employ-
ment odds begin to deviate in favour of older Slovaks after unemployment ex-
ceeding five months. The Slovak labour market thus appears to be functioning
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relatively better in this respect. The sole reason older Czechs spend less time in
unemployment is that they more frequently use the inactivity channel as an exit
route from unemployment. This applies to any comparable duration of unem-
ployment and to all subcategories of older unemployed workers.

As noted above, the re-employment odds of older unemployed Slovaks are
higher than those of their Czech counterparts. In addition, the highest accelera-
tion in transitions of older Slovaks from unemployment to employment can be
observed between the fifth and sixth months of unemployment, which is when
Slovak unemployment benefits end. In contrast, older unemployed Czechs are
more likely to exit the workforce. They can spend between eight and eleven
months receiving unemployment benefits, and the intensity of their transitions
into inactivity peaks accordingly. Our results thus point to a need for more in-
depth research which would explicitly address the role of institutional arrange-
ments in framing the re-employment and withdrawal options of older unem-
ployed workers.

At this stage of research, one may hypothesise that the higher pensionable age
in the Czech Republic is unlikely to function as a relatively strong push factor to
return to employment, while stricter rules on unemployment benefits applied in
Slovakia appear to contribute to more intensive job-searches among older unem-
ployed workers. However, these propositions should be confirmed by further
research.
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