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Unemployment coverage through social insurance is one of the public
policy measures aimed at mitigating the social consequences of
unemployment. However, providing generous benefits over a prolonged
period, according to job search theory, can negatively affect the re-
employment incentives of the unemployed and lead to longer
unemployment durations. This study uses combined quarterly data from
Iran’s Labor Force Survey conducted by the Statistical Center of Iran for
the years 2018-2023 to examine the relationship between unemployment
insurance coverage and unemployment duration. Using this combined
dataset, the study evaluates how this relationship changed as a result of
the COVID-19 pandemic compared to the pre-pandemic period. The
findings indicate that women, single individuals, urban residents, young
people, highly educated individuals, those who left work due to low
income, dismissal, retirement, or illness, apprentices, government
employees, self-employed and freelance workers, individuals with
limited work experience, and those seeking employment in the service
sector, on average, experience longer unemployment durations, holding
other factors constant. Furthermore, it was found that in eight
provinces—Sistan and Baluchestan, Bushehr, Semnan, Yazd,
Hormozgan, Alborz, East Azerbaijan, and Kerman—the average
unemployment duration is longer than in Tehran. Regarding the main
research question, the results confirm a positive relationship between
unemployment insurance coverage and unemployment duration.
Unemployment benefit recipients’ experience, on average, 1.453 months
longer unemployment spells. Notably, the effect of unemployment
insurance coverage on unemployment duration during the COVID-19
pandemic increased to 2.651 months, representing an intensification of
approximately 1.198 months.
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Introduction

Providing income support to the unemployed through social insurance is one of the public policy
instruments aimed at mitigating the social consequences of unemployment. The Unemployment
Insurance Law in Iran was enacted in 1980, under which all individuals covered by the Iranian Social
Security Organization (ISSO) and subject to labor and agricultural laws—excluding three groups,
namely old-age and disability pensioners, the self-employed, voluntary insurees of the ISSO, and foreign
nationals—who become involuntarily unemployed and are ready to work are eligible to receive
unemployment benefits. Although such support is essential for unemployed individuals, Iran’s
unemployment insurance system is highly generous, to the extent that in some cases the duration of
benefit receipt can reach up to 50 months. Providing generous benefits over a long period weakens
incentives for re-employment and leads to longer unemployment spells. Prolonged unemployment
duration among benefit recipients represents a form of moral hazard; according to statistics from Iran’s
Unemployment Insurance Fund in 2018, more than 67 percent of unemployment benefit recipients used
their benefits until the maximum allowable duration.

The relationship between unemployment insurance coverage and unemployment duration is one of the
most important indicators of labor market structure. However, in Iran—particularly with regard to
structural changes resulting from the COVID-19 pandemic—this relationship has not been adequately
examined. This constitutes the main innovation of the present study. Another innovative feature of this
research is its consideration of a wide range of factors, including individual demographic characteristics
(six variables), pre-unemployment conditions (nine variables covering reasons for job separation,
employment status prior to unemployment, and work experience), unemployment and job search
conditions (eight variables including unemployment insurance coverage, targeted economic sector for
job search, and job search methods), as well as macroeconomic conditions and control variables. The
main hypothesis of the study is that there is a positive relationship between unemployment insurance
coverage and unemployment duration, which, according to job search theory, arises from reduced job-
search incentives and lower opportunity costs of unemployment. It is expected that in Iran,
unemployment benefit recipients, on average and holding other factors constant, experience longer
unemployment durations than other unemployed individuals. It is also expected that this positive
relationship intensified during the COVID-19 pandemic due to economic recession and changes in labor
market structure.

Methodology

This study examines the relationship between unemployment insurance coverage and unemployment
duration using quarterly data from Iran’s Labor Force Survey conducted by the Statistical Center of Iran
for the period 2018 to 2023. The study period covers both the pre-COVID-19 period (seven quarters
from spring 2018 to autumn 2019) and the pandemic period (thirteen quarters from winter 2020 to winter
2023). The availability of this dataset allows for an assessment of whether the relationship between
unemployment insurance coverage and unemployment duration changed following the COVID-19
pandemic. A model is estimated that includes two dummy variables for unemployment insurance
coverage (UI), the COVID-19 pandemic (Dcovia), and their interaction term, alongside other explanatory
variables. Accordingly, four groups are identified: the first group consists of individuals who were not
covered by unemployment insurance before the pandemic (Ul = 0 and Dcovia = 0); the second group
includes individuals who were covered by unemployment insurance before the pandemic (Ul = 1 and
Decovia = 0); the third group comprises individuals who did not receive unemployment benefits during the
COVID-19 pandemic (UI = 0 and Dcovia = 1); and finally, the fourth group consists of individuals who
received unemployment benefits during the COVID-19 pandemic (Ul = 1 and Dcovia = 1). Individuals
without unemployment benefits before the pandemic (the first group) are considered the reference group,
representing unemployment duration unaffected by insurance-related incentive reductions or pandemic
effects.
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Results and Discussion

The findings generally indicate that women, single individuals, urban residents, young people, highly
educated individuals, those who left employment due to reasons such as low income, dismissal,
retirement, or illness, apprentices, government employees, self-employed and freelance workers,
individuals with limited work experience, and those seeking employment in the service sector
experience longer unemployment durations on average, holding other factors constant. In addition, it
was found that in eight provinces—Sistan and Baluchestan, Bushehr, Semnan, Yazd, Hormozgan,
Alborz, East Azerbaijan, and Kerman—the average unemployment duration is longer than in Tehran.
Regarding the main research question, the results confirm a positive relationship between
unemployment insurance coverage and unemployment duration, such that unemployment benefit
recipients experience, on average, 1.453 months longer unemployment spells. Notably, the effect of
unemployment insurance coverage on unemployment duration increased to 2.651 months during the
COVID-19 pandemic, representing an intensification of approximately 1.198 months.
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