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Abstract

We investigate the cost of job displacement using administrative data from
France that covers employer and employee over both employment and unem-
ployment spells. We find that displaced workers experience earnings losses both
because of a decline in hours worked (especially in the short run) and because
of lower re-employment hourly wages. In line with an active literature, we find
that loss in employer-specific wage premium drives most of earnings losses in
the long run. However, displaced workers tend to be re-employed by more pro-
ductive firms. This result contrasts strikingly with the strong positive correlation
between firms’ productivity and wage premium in the cross-section. We further
show that the re-employment firms also display lower labor shares. Overall, our
results show that the commonly estimated loss in wage premium following job
displacement does not reflect a reallocation toward low productivity firms. In-
stead they are most consistent with a loss in bargaining power and reallocation
towards low-labor share firms.
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on the administrative definition of economic layoffs enables us to avoid these caveats.
Nonetheless, with the data at hand, we also build a second sample of mass-layoffs (the
“MLO sample”) following the approach adopted in the above-mentioned papers. We
use this second sample to analyze specific aspects of the layoffs, but also to confirm
our main analysis and compare it more directly with the rest of the literature. An
important difference between LE and MLO individuals is that the LE do need to tran-
sit by unemployment insurance, while MLO workers may find a job without needing
any unemployment benefit—especially if a fraction of MLO sample separations are

voluntary.

2.1.2 Data

Our main sample consists in a panel of LE workers, for whom we can not only char-
acterize the unemployment spell following the economic layoff, but also the employ-
ment history before and after this event. Being able to track these individuals over
time and across employment statuses is made possible by using the FH-DADS data,
a unique panel resulting from the merge of two administrative datasets thus cover-
ing both employment (DADS) and unemployment (FH) episodes. More precisely,
the DADS (Déclaration Annuelle des Données Sociales) is a matched employer-employee
dataset nearly covering the universe of employees in the private sector in France over
the 2002-2012 period. This DADS comes from the administrative declaration that
all employers report annually to social security authorities and tax administration,
whereby they provide information on both their establishments (e.g. size, industry
and municipality) and on each employee (occupation, wage, hours worked, start and

end date, type of contract, etc.).

The panel version of this dataset which allows us to follow workers over time
contains 1/12 of the universe of jobs. This panel is matched to the FH (Fichier His-
toriqgue) data, an historical administrative file produced by the national unemploy-
ment agency (Pdle Emploi) which records individuals” unemployment spells. Any em-
ployment seeker who wishes to claim unemployment benefits must register to Pole
Emploi, and therefore appears in the FH. The FH contains information about date
of registration, duration and amount of unemployment benefits, etc. Crucially, this
dataset enables us to precisely identify LE workers (laid-off for economic reasons) as
it documents the administrative reason (or “cause”) for registration. In addition, we

observe some dimensions of the job search and, in particular, reservation wage, on
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