This study examines the results of the Canadian project designed assess the effects of a wage subsidy for displaced workers.  The program offered an earnings supplement of up to 75% of earnings losses for workers who took a new lower-paying full-time jobs within six months of being unemployed.  The purpose of the subsidy is to promote rapid re-employment.  

The project randomly assigned displaced workers to an experimental group eligible for the subsidy and a control group that was not eligible.  This design, and a large sample size (about 6000 workers), minimized the chances of pre-existing differences between groups that could affect the outcomes.  

Few workers used the subsidies.  We’d expect only 19 to 22 percent
 of workers to use the subsidy if the program is expanded.  The low take-up rate could reflect lack of knowledge about the program (24% of eligible people did not know all the provisions of the program), but is not due to high reemployment rates, as almost 60% of participants were not employed within the 6-month eligibility period. 

The subsidy did affect some job search behaviors.  Those eligible for the subsidy were slightly more likely to consider an occupation change (78% vs. 76% for the control group).
  However, the subsidy did not appear to affect the choice to search only for full-time work only, though part-time work would not qualify a worker for the subsidy.
  

The subsidy did speed re-employment, though its effect was small.   Forty-two percent of eligible participants were re-employed within 6 months, but only 38 percent of the control group had jobs at the same point.
 

The subsidy did not affect average wages for those with jobs in the first 15 months.  By the 15 month mark, the proportion of those re-employed was similar for the subsidy and non-subsidy groups (around 57%), as were average wages (between $14,000 and $15,000 for 15 months).

The Committee should weigh the benefits of more rapid re-employment (lower UI benefit payments, greater family and community well-being) against the costs of this program (both administrative and subsidy payments).  The project suggests that the subsidy is effective in speeding re-employment, however, the trade-off of benefit payments and subsidy costs must be compared to assess overall gain from expanding this program.  

� 90% confidence interval.


� Statistically significant at 10% level.


� 46% of the experiment group and 48% of control group searched only for full-time work, but difference was not significant.


� Statistically significant at 10% level.





� These differences were not statistically significant at 10% level





