Disaggregating data on Active Labour Market Progreest \What drives spending
on employment subsidies in Europe?

Timothee Vlandas
LSE, UK
t.r.vlandas@lse.ac.uk

Draft, Comments are welcome

Abstract

The question of what explains variation in expeurdis on Active Labour Market Programs (ALMPSs) has
attracted significant scholarship in recent ye®hile there is still disagreement on certain deteamts
such as the role of partisanship, significant intidhave been gained with respect to the role pl@yars
(Martin and Swank 2004), unions and dual labourketar (Rueda 2007), openness (Bonoli 2003) and
international organisations (Armingeon 2005).

However, these studies have relied on a theorbtieald empirically flawed dependent variable. As |
argue in this paper, there is in fact little reasmielieve that vastly different programs suchraming
and employment subsidies are driven by similarcttinal, interest group or indeed partisan dynamics.
Conceptually, qualitative studies of reform proessindicate that different dynamics drive different
activation reforms. Thus, this paper aims to addite® questions. First, is it appropriate to retyan
aggregate measure of ALMPs? Second, what insagktgained by focusing on specific ALMPs such as
employment subsidies?

This paper shows using regression analysis thagxpknatory variables identified by the literatheere
different relation to distinct ALMPs. Moreover, tikase of employment subsidies is analysed in greate
depth to demonstrate the added analytical valueréhgng on disaggregated data entails. | distisigu
between direct job creation and other employmehsigiies. While direct job creation may be consisten
with the interests of both insiders and outsidepgnding on other employment subsidies does nat see
to be driven by insiders and unions. In additiaghbr spending on direct job creation is associatitlial
higher Employment Protection Legislation for tenggr workers and better conditions for the
unemployed. Thus, though outsiders may favour Igtles of subsidies, this does not mean that both
have the same distributive implications.



1. Introduction

The question of what drives welfare state changedsalicies has interested scholars for some tiove n
This paper aims to contribute to this debate bilop at the determinants of Active Labour Market
Policies (ALMPs). ALMPs are policies financed byetlyovernment with the purpose of reducing
unemployment and include spending on training, esmpent subsidies and public employment services,
This focus is relevant for at least three reasbirst, labour markets are political aren@s excellence
given their importance for labour, capital and goweents. Second, the activation paradigmwhich
these policies are embedded has gained particalportance in European Member States’ reform
agenda. This is particularly obvious in the incezhprescriptive emphasis that international orgsdiuns
such as the EU and OECD have put on activationatad empirically as many EU countries have
implemented activation reforms in their labour nednsolicies.

Third, not surprisingly given the previous two reas, a growing and substantial literature has |dake
the determinants of ALMPs. This is especially cie#h respect to the literature undertaking quatitie
analyses. While in the 1990s, to my knowledge, &uix (1998) and Janoski and Hicks (1994) analysed
guantitatively the determinants of ALMPs, the 20Q@sre marked by a growing number of studies
(Martin and Swank 2004; Rueda 2006; Rueda 2007n&&a07; Huo, Nelson et al. 2008; Van Vliet and
Koster 2008). Yet, as Bonoli (2008: abstract) notes seem to be far from a satisfactory accourthef
determinants of active labour market policy”.

A major point of disagreement surrounds the questibwhether left parties are positively related to
ALMPs, as these are presumed to favour labour, fmther left parties only represent the interests of
insiders, not outsiders, and hence will not supgdrMPs, unless certain conditions are fmekhe
conditions under which trade unions will supportMis and whether this support will translate in leigh
spending is similarly contested. There is alsogtmament concerning the preferences of labour rmarke
outsiders (Rueda 2007; Emmenegger 2009), or indéedher one can talk about a consistent group of
labour market outsiders (Hausermann and Schwardf; Emmenegger 2010).

These studies share the shortcoming that theyorelgn indicator which is too broad. This paper asgu
that it is inappropriate both theoretically and émgplly to use aggregate ALMPs as a dependent
variable. There is little reason to presume thaining, spending on public employment services, and
employment subsidies, to name but three types ajrams classified as ALMPs, are driven by similar
dynamics.

As an attempt to present a possible solution tsethgroblems, this paper focuses on employment
subsidies. Broadly understood, these are takemdinde spending on employment incentives which

! Most often this includes a mixture of raising “Woavailability requirements”, “make work pay pobs’, and
increasing “employability” (see OECD website:
http://www.oecd.org/document/5/0,3343,en_2649 3388938757_1 1 1 1,00.html).

2 Low employment protection legislation and/or irsilte unions being case in points.
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includes recruitment incentives and employment tea@nce incentives; supported employment and
rehabilitation; and direct job creation. One carkena distinction between the former two which targe
mostly private sector jobs, whereas the latterfienoassociated with the creation of non-privatetce
jobs.

The rationale for focusing on employment subsidgeswofold. First, it makes it possible to inquire
whether different employment subsidies are theneseadviven by different dynamics. Second, this tgpe
ALMPs is likely to have distinct effects on diffatelabour groups. This is relevant because follgwin
Rueda (2007) it is further argued that labour sthaudt treated as a homogenous actor in terms of
preferences and strength. To the extent that pmogexipients are not randomly selected among the
labour force and that the interests of people @&blst employment, in precarious employment and in
unemployment have different interests and pref@®ritis not sufficient to assume labour homoggnei

The research question of this paper is therefooéote):

1) Are different measures under the heading of ALMged by different dynamics?
2) How are different employment subsidies driven tsidar-outsider structures?

First, | argue that different ALMPs have differemtiationships with the main determinants that the
literature has identified. Second, | distinguisitviEen employment subsidies on direct job creatiwh a
other employment subsidies that target employedseaployers’ incentives. | show how the corporatist
structure and interest group organisation is rdla&espending on employment subsidies. In esséhise,
approach is a hybrid between a purely micro ingasibn analysing the preferences of groups
(Emmenegger 2009) and those looking at more masterminants such as the strength of the left or the
degree of openness.

More specifically, | construct a simple model thests the influence of three labour groups (insider
unemployed and workers in part time and temporampleyment) on the two types of employment
subsidies. | investigate how the size and strengthshese different groups are related to these
employment subsidies. While the analysis is arguahlide and ‘structural’, it nevertheless highlght
both the need and the potential added analytidabvef disaggregating both the independent variable
labour — and the dependent variable — specific AEMP

The next section reviews the hypotheses and restiltke relevant literature. The third section asks
whether it makes sense to rely on aggregate meastitd MPs. Then the case of employment subsidies
is used to develop and test a simple insider-oaitsicbdel. The last section concludes and draws some
implications for further research.
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2. Literature review

The debate has been centred particularly stronglthe role of partisanship. On the one hand, asthor
(Huo, Nelson et al. 2008) find that spending on Ad4s positively influenced by the presence ofaloci
democratic and left wing parties in government. Tdea is that social democratic parties’ traditiona
concern for employment implies that they would esabractivation insofar as it promotes employment
and hence the interests of labour. The prototypikedtration of this is the active labour marketlipy
undertaken by Sweden under social democratic Egpiig-Andersen 1990). Other left leanings actors
such as Unions are also expected to support thEswling on activation programs as this strengthens
unions’ bargaining strength through lower unemplegin Nelson (2006: 1) finds that “trade union
members are more likely to support active policidsen structural change is occurring rapidly,
employment protection is low and union membershimore encompassing”.

On the other hand, Rueda (2007) finds that adtinagtpending is not (or negatively) affected byiabc
democratic parties. The argument is that laboaptshomogenous and can be divided into labour nharke
insiders (those with regular full time employmeatjd outsiders (the unemployed and workers in part
time and temporary employment). In this theory, ititerests of these two groups are different bexzaus
“insiders care about their own employment protectiouch more than about labour market policies
aimed at promoting the interests of outsidersd(il#12). Social democratic parties are concerndg on
about insiders as their core constituency and botaALMPS’ main target group (i.e.: outsiders). &s
result, they are either neutral or opposed to atitim, except where employment protection of inside

low thereby making insiders more like outsiders.

These studies share similar methods of estimatioos{ often panel data regressions) regressing
aggregate spending on ALMPs as a percentage of GbDiAgtimes weighted with a proxy for the
unemployment level. Table 1 brieflgummarises the quantitative effects of differestedminants on the
spending levels of ALMPs that have been identifigdthe literature. One can observe quite important
differences concerning the impact of key varialibegheories of what drives welfare state change.

Depending on the study, the level of unemploymerfound to have a significant positive or negative
relation to ALMPs while in some cases the effeatds significant. Openness has most often a pesitiv
effect on ALMPs, but three studies find it to hawe significant effect and one article finds a nagat
effect. Deindustrialisation is consistently fourmdhave a positive effect except in one case. Stuithiat
have looked at EU dynamics find that EU memberklpa positive effect while EMU membership has a
negative effect on ALMPs. While trade unions aresistently found to be supportive of ALMPs, this
can be so for different reasons and through diffecawusal mechanisms: they could do so because it
favours labour, because it allows them to exterar tmembership base or because insiders are like
outsiders or there are many labour market outsidaussions.

% For reason of parsimony, interaction effects leefwvariables are not specifically considered.
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The presence of left parties in government is aatat with higher ALMPs but quite often this is fal
not to be significant and two studies find it hasegative impaét Right wing parties do not have a
consistent impact either. Coordination, using a Ineinof different measures, is found to be posiivel
associated with ALMPs. Employers’ influence, espligias measured by their degree of organisation,
has a positive effect. Public social expendituras & positive effect, while deficit and debt arenfd to
have different impacts depending on the study. bastnot least, employment protection for regular
workers is found to have a negative effect.

Thus, what drives activation spending remains anapestion from an empirical perspective. Pahily t
may result from a false premise concerning the ymesl effectiveness of the programs, whereas a
number of ALMPs are actually unable to reduce ureympent (Martin and Grubb 2001). This points to
the possibility that ALMPs as a category is toodaravhich makes “it difficult to use the notion of
ALMPs as an analytical tool” (Bonoli 2010: 22). bgias a dependent variables aggregate spending on
ALMPs may put together programs which are suffitieheterogeneous to be expected to be driven by
different dynamics.

For instance, it is not unreasonable to assumedtratind side measures (e.g.: employment creatish) a
supply side measures (training measures) are likelpe driven by different dynamics whether in
structural or in partisan terms. In line with thisoposition, the evidence suggests that differetdra
support different measures. As Bonoli (2010: 23e8adthere is little regularity across time andcspaf
the political forces that are behind major ALMPtigtives” with investment in human capital being
supported by both Christian and social democraiteviberal as well as Conservative parties empeasi
the reinforcement of incentives.

Hence, while a given actor, such as unions, mapa@tirertain measures such as training, they may
oppose the introduction of other measures, foaies working tax credits. If both are included uritie
same spending figure, this may lead to spurioumctions between activation and explanatory
variables. In sum, there are both empirical (digemssults in the literature), theoretical and histd
reasons to doubt that all ALMPs are driven by ssmilynamics. The next section investigates whather
makes sense empirically to use an aggregate meafsAtéviPs.

* Bonoli (2008) finds left parties to have a negatsignificant effect on ALMPs while the coefficienn the
interaction variable between openness and leftgsaid positive. Rueda (2007: 92) finds that tHéedénce in Left
government has a negative significant effect.
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Table 1: Summary of main effects of determinants ientified in the literature

Unemployment - - + - + 0 + - + 0 + 0 0 n +
Openness + 0 + + + + 0 n + - +(a) + 0 n n
Deindustrialisation + n n + n n n n n + 0 n n n n
EU + + n n n n n + n n n n n n n
EMU n - n n n n n n n n n n n n n
Left + 0 - 0 0 - + 0 + + + 0 0 0 +
Right n - +(b) 0(c) n n 0(c) n n n -(c) +(c) n n n
Unions n n n 0 + 0 n n n n n + + + +(l)
Employer n n n n n n n n + + + n n n n
GDP growth + - n n - - n + n n n - n 0 n
GDP level n + 0 - n n + n - 0 - 0 n n n
Coordination  +(d) +(e) n n 0(9) 0 n n +(i) +(i) +or - (k) +() n +(9) n
Public social expenditures n n + +(f) n n n n n n n n n n n
Debt n +(h) n n - -(h) n n n n n - -OR + n n
Employment protection n n n n - 0 n n n n n n n n n
Notes + = positively significant; - = negatively signifciant; 0 = not significant; n = not considered (g) Bargaining centralisation or coverage
(a) Capital mobility but not significant with trade openness (h) Government deficit
(b) Religious parties in government found significant (i) Employer coordination
(c) Christian democratic parties () Bargaining coordination
(d) Only sector coordination found significant; national coordination insignificant (k) Macrocorporatism
(e) tripartite council variable found significant () Organisational power of labour index partly
(f) Government consumption based on unionisation of labour force

Legend Where Variable is positively (+) or negatively (-) significant in at least one specification; 0 implies variable was not significant; n suggests it was not considered in the study
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3. Does using aggregate ALMPs make sense?

The OECD provides disaggregated data on spending on sgpes dbf ALMPs: (1) public employment
services and administration (placement and relatetsices, benefit administration); (2) training
(institutional training, workplace training, integed training, special support for apprenticeship);job
rotation and job sharing; (4) employment incentifresruitment incentives and employment maintenance
incentives); (5) supported employment and rehaliidit; (6) direct job creation; and (7) start up
incentives. This categorisation follows from theamnelassification as introduced by Eurostat in 1998
which the OECD has decided to take up from 2002awds/(Grubb and Puymoyen 2068).

Throughout, | rely on a sample of fifteen Europeanntrie$ over the period 1985 to 2007, though data
availability varies depending on variables and t¢oes. In this section | focus on categories (@), (5)
and (6) for reasons of parsimony, but also becaaegory (1) cover administrative costs across
policied, category (3) relates to maintaining people irsjabd has limited data availability and category
(7) promotes self employment rather than depengimpioyment.

Correlation analysis

As shown in Table 2, some of these variables adedd correlated. For instance, spending on
employment incentives and training has a signitigasitive correlation equal to 0.51 while spendamy
employment incentives and supported employment eefthbilitation have a significant positive
correlation coefficient of 0.29. However, employmémcentives and direct job creation have a non-
significant coefficient of a small magnitude (0.@&fd while the correlation between direct job dozat
and supported rehabilitation is significant, theficient is low at about 0.09.

Table 2: Correlation between various ALMPs

Traini Employment Supported Direct job
raining . . s !
incentives rehabilitation creation
Training 1 0.5198*** 0.2967*** 0.2214***
Ei’:fé?&’i’\‘;::t 0.5198%** 1 0.2994**  0.0763
rei‘;%ﬂﬁgteign 0.2967**  0.2094%%* 1 0.0926*
Direct job creation 0.2214*** 0.0763 0.0926** 1

Legend: * p<.l;**p<.05; *** p<.01

It is therefore very unlikely that direct job criest is driven by similar dynamics as employment
incentives and supported rehabilitation.

Table 3 considers the correlation coefficients leevthese four ALMPs and determinants identified in
the literature: Deindustrialisation is proxied e tusual formula as 100 minus the share of empioiyee
services and agriculture; government expenditueds to final government consumption as a percentag

® All these statistics were extracted from the OEE&istics website at: http:/stats.oecd.org/Inasmx.

® Subsequently the OECD has undertaken a harmanmisekiercise to ensure its data collected prict9®8 was
consistent with the new classification.

" EU15 minus Luxembourg plus Norway.

8 Spending on public employment services are nosidened for the correlation analysis but it is imtgd in the
regression analysis.
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of GDP, deficits are expressed as a percentage of GDéhneiss has been computed as the sum of
exports and imports divided by the GDP; harmonisetemployment comprise the number of
unemployed persons as a percentage of the cividibour force; union density refers to net union
membership as a proportion of wage and salary eamemployment; and party in power is an updated
version of the Schmidt index which calculates tbeposition of the Cabinet compositith.

Looking at the results of the correlation analysisjumber of determinants have correlation coeffits
with similar signs but rarely with the same magaéuDeindustrialisation is positively correlatedwall
measures, and the correlation is particularly gtfmn supported rehabilitation (0.47) but not foe tother
measures (around 0.2). Government expenditures daimilarly consistent positive correlation with a
ALMPs, though it is with training that this corrétan is highest (0.46) whereas the correlation with
spending on direct job creation is 0.23.

Union density has a consistent significant positieerelation with all types of ALMPs but the range
varies from 0.51 in the case of training to 0.2Qthe case of direct job creation, suggesting that t

importance of unions’ membership varies betweerfiedint programs. Partisanship (left parties in
government) is not significantly correlated withyaof the ALMPs under consideration though the
aggregate measure of ALMPs is significantly coteslavith partisanship.

Moreover, variables identified in the literaturevbaorrelation coefficients which signs differ dedimg

on the measure under consideration. For instargfigitds not significantly correlated with the valoles
under consideration; and while the correlationdsitive for supported rehabilitation, it is negatior the
other variables. Openness has a significant pesithpact on job creation and supported rehabiitati
but negative and non-significant correlations withining and employment incentives. Harmonised
unemployment has a non-significant positive cotighawith training and employment incentives, tait i
negatively correlated with direct job creation.

Table 3: Introducing previous explanations on disagregated data

ALMPs / Employment Supported Direct job
determinants ALMPs Training incentives rehabilitation creation
:Jt:égt(;lr:::l/s Ml Deindustrialisation 0-4758"" 02251  0.2322" 0.4758%** 0.2306***
determiants Government g ggngxer 04659+ 0.4194% 0.4121 %+ 0.1831 %+
expenditure
Deficit -0.0013*** -0.0164 -0.0091 0.0558 -0.0075
Openness 0.2583*** -0.0342 -0.0603 0.3285*** 0.4628***
Harmonised = 5560 0.0058 -0.0409 -0.3541%* -0.1714%
unemployment
Political Union density 0.4860*** 0.5167*+* 0.4667*** 0.2540*** 0.2048***
dynamics Party in power  0.0266**  0.0137 0.0681 -0.0301 -0.0745

° This is preferred to a more encompassing measuredid the problem where the independent variableally
includes the dependent variable, as would indedtidease if total government expenditures.

10 The coding is from (1) hegemony of right-wingndacentre) parties (gov_left=0) through to (5) hegay of
social-democratic and other left parties (gov_I1&@8). Full details can be found in the appendix.
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Regression analysis

One could argue however that these apparent diffesebetween the determinants of different programs
are a result of the rather crude correlation afmabsd that should one take a more sophisticatptbaph
with the appropriate controls, this would not be ttase. To address this issue | undertook panal dat
regression analysis of five dependent variables fitevious four plus spending on Public Employment
Services) to investigate whether the previouslyiified explanatory variables have consistentljedént
effects on spending on different programs. Theaggion model that is tested is as follows:

Yiit=Bo + 2 Bj Xjit + 2p Yp Zp,it + Oi + 0t &it

whereyy it is the dependent variable k in country i at tighé x’s are j explanatory variables, the z's are
p controls, theé; are n-1 country specific effects and this are t-1 year dummies amrg is the random
residual. More specifically, the vector of explagtvariables is the following:

Y Bi Xiit = B1 OPEN; + B2 DEIND;; + B3 GOVPARTY;; + B4 DEN;; + Bs WCOORD; + B EPL; ¢

where OPEN is the degree of openness, DEIND isddeinialisation, GOVPARTY the measure
of partisanshifd, DEN the union density, all defined as in the pras section, WCOORD stands
for the degree of wage coordinatiband EPL is theoverall index ofEmployment Protection
Legislatiort® (EPL) developed by the OECD, which was used by BRu@D07) in investigating
empirically his insider-outsider moddlhe vector of control variables includes:

2 Yp Zpit =1 GDR +v2 HU; ¢ + y3DEF;

where GDP is GDP growth and is included becauskenhigrowth of GDP may affect both the cyclical
and the discretionary component of policies; Hbhasmonised unemployment and DEF is deficit as a
percentage of GDP.

As in the previous correlation analysis the sangoeers 15 European countries in the period 1985 to
2007 which, given certain missing observations yndataset, results in about 230 observationsst fir
run a Feasible General Least Square (FGLS) regressethod which results are reported in Table 4.
Different columns represent regressions using #mesmethod on the same data but using a different
dependent variable. Tests for country dummies sHotliat they were significant with all dependent
variables. This is not the case for all time dunswidiich inclusion is more justified with some degent
variables than others.

More importantly, few explanatory variables arengfigant across regressions with different depehden
variables. Deficit is the only case where this escbut this is hardly instructive as it is more
appropriately conceived as a control variable. Waggrdination has a significant coefficient in edises

Y The variable ‘govparty’ is coded from 1 hegemoffiyight wing parties in government through to 5 &emny of
social democratic and other left parties in govesnin(See the Appendix for more details). Thus aatieg
coefficient means that there is an inverse relatignbetween left parties and the dependent variabl

2 From 1 = none of the above, fragmented bargaimiragtly at company; to 5 = economy-wide bargainbased
on enforceable agreements between the centralisggimms. For more details see Appendix.

13 More details can be found in the appendix.
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except for spending on Public Employment Servi€dsS). Even in this case, the size of the coefficien
varies by a factor of four. The coefficient for GBRwth is not significant and varies in sign.

Union density is not significant for employment émtives or supported rehabilitation while the pnese

of left wing parties in government, as shown in twefficient for the “govparty” variable, has a
significant negative correlation with these two elegent variables, and is significantly positivedjated

to spending on PES. Similar variation in size, gigance and direction of effects can be obseradife
remaining independent variables. Deindustrialisai® only significant for direct job creation anet
sign varies. Openness has a negative impact thootigfut significance is only warranted for the cake
PES. Harmonised unemployment is also only signifidar PES and the sign varies again. Last but not
least, none of the coefficients for overall EPL aignificant and the sign varies depending on the
dependent variable under consideration.

LR tests of heteroskedasticity and Woodridge testfitocorrelation revealed problems in the red&dua
This could mean that the different results for eliéint dependent variables could be the result of
violations of the assumptions on which the estiomtprocedure relies. To address this issue, and
following Beck (2001) as well as Beck and Katz (399 estimate the same models with Ordinary Least
Squares (OLS) Panel Corrected Standard Errors (R@J&gged dependent variable and n-1 country as
well as time dummies. Given that the lagged dependgariable and the dummies take up quite a lot of
the explanatory power, this model is fairly unfeigg thereby minimising the chance that explanatory
variables are shown as significant when in factytiaee not. In addition, to further ensure that
autocorrelation is addressed, an Autocorrelationoafer 1 (AR1) process was added to all the
regressions. The results for this estimation proesiare reported in Table 5.

In addition, results for OLS regressions with rabeclsistered standard errors (Rogers 1993; Williams
2000) and time dummies can be found in Table 6.theropotential issue with my approach is that so fa
| have only shown thdevel effects vary for different dependent variables whereas saathors in the
literature are interested thange effects. Thus, | also ran OLS regressions with PCSE takiiregfirst
difference of all my variables to look at the impata change in the independent variables onhhege

in the different dependent variables. The resuoitgHis approach are shown in Table 7. Last butewst,
note that relying on a log-log specification whishows the elasticity of the dependent variable with
respect to the independent variables was alsotige¢sd, though this is not reported here for raasuf
space.

In all these specifications, significant variatiorsigns, magnitude and significance are obseretdden
different dependent variables. Differences in magld, provided that there are small, are not paeity
problematic. If there are large then relying onraggte ALMPs may lead to infer a medium average
effect whereas some programs are only marginalfecefd by the independent variable under
consideration while it has large effects on oth&#ferences in the significance of coefficients fo
different dependent variables are quite importadalise then relying on aggregate ALMPs may mean
we wrongly infer a significant relationship betwesvo variables where there is in fact none or fail
identify a significant relationship which existbdt is there is a risk of both type | and typertbes).

Differences in signs are crucially important beeatley indicate different direction of causationicih
can then imply completely different theories ungied the changes in policies we observe. For igan
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if higher union density leads to lower spendingooe policy but to higher spending on another tiés t
means that the degree of inclusiveness or strehgthunion density is supposed to proxy has differe
and even opposite effects on the different type&ld#Ps. This then has important implications foe th
validity of studies that case (i.e.: that rely obMPs and union density) but also for broader theof
which this is only a case (i.e.: for theories tthatnot rely on ALMPs but look at the effects ofams on
policies such as revitalisation strategies). Theesapplies to the effect of partisanship which rfay
instance be different for employment incentives dinelct job creation.

Similarly, suppose employment protection legiskativas found to have a negative effect on aggregate
ALMPs, for instance because insiders are insulftesh unemployment risks and hence left leaning
parties do not find it electorally advantageouspend more on ALMPs (which is consistent with Ryeda
2007). If in fact it is indeed negatively relatedsome measures but also positively related tarstihen

this has potentially valuable implications for theider-outsider theory of labour market policies.

Where does this leave us? | argued in this sedtiah looking at disaggregated data on ALMPs is
necessary. Clearly the point of this section wastadnvestigate the actual determinants of alkéhe
ALMPs but merely to show that these were likelyk® different. Investigating what then are the
determinants of a program requires looking at #cé#fcally in the context of a clear theory which
implications can then be tested empirically. Thgtrsection attempts to do just that by considethey
case of employment subsidies. There are at leaest thasons for choosing employment subsidies among
the range of ALMPs. First, total expenditures obsédies represent the highest time series crosesalt
mean of ALMPs as can be seen in Figure 1. Secherde tare meaningful differences between different
types of employment subsidies which allows us t@#tigate how different subsidies may be driven by
distinct dynamics. If there are differences in de¢erminants of different employment subsidiesasgnt

a least likely case; if we find differences in tloase, this makes it very likely that these diffees are
present for other programs. Third, employment gliesi have a potentially important effect on
unemployment (in the case of direct job creation) wage levels (in the case of employment incesjive
which are of particular significance to labour, g@ernment and businesses.

Figure 1: Mean expenditures on main ALMPs - cross-sectional and across time

EVJ_A

% of GDP

B Mean Public Employment Services [l Mean Training
B Mean direct job creation B Mean employment rehabilitation
B Mean of employment incentives
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Table 4: Comparing the determinants of different ALMPs - Feasible General Least Squares

Muthod | General Least Squares, county and time dummies no aif1) process, no trend
Supported Fublic
Employment | employment Direct job  |Employment
Dependent variable ALMPz Training incentives | rehahilitation creation senices
Explanatory Variables I 114 I 114 ¥ VI
Degree of frade openess -0.0026901 -0.00140354 -0.0003573 | -0.0001322 -0.0010214  -0.0012035+
0.0022246 0.0002541 0.0006909 0.000443 0.0007 957 0.0005295
Deindustrialisation 0.0085934 -0.002576 -0.0010643 0.0005661 0.00532163" 0.0033381
o.oz20$7 0.0052027 0.0037672 0.0024155 0.0043388 0.0028602
Fovpariy -0.00500%6 00028862 -0.0084501  -0.003808* 000215587 0.0043204™
{Left parfies in government) 0.0093155 0.0043475 0.0031464 0.0020174 0.0036235 0.0043904
Urion density 03870677 0010928  0.0039504 00020052 0.0134584™ 0.0062007=
0.007784 0.0036597 0.002647 0.0016972 0.0030486 0.0018827
Degree of wage coordinafion 0.1383894™ 00645755 0.0423387 0.0144351 0.0233815"  -0.0002454
0.0328977 0.014481 0.0104566 0.0057 235 0.0120776 0.0075301
Employment profecfion legislation 0.0074159 -0.025975894 -0.0032906 0.0164125 0.0005152 -0.0027795
0.0634129 0.0230655 0.016666Y 0.0106565 0.0191955 0.0150931
Countrol variables
Deficit (% of GDF) -0.0362247 -0.00318377 -0.00871127  -0.0022127°  -0.01493477 -0.003135™
0.0051736 0.00248=2 0.0017967 0.001152 0.0020893 0.0012314
Harmowised unemployment 0.0047 435 0.00514655 0.0014944 -0.0017893 00027445 0.0032183
0.0081573 0.0035722 0.0025813 0.0016551 0.002973 0.0012416
GDF growth -0.0040015 0.0014504 0.0025952 -0.0031059 -0.0031967 -0.0021032
0.011433 0.0045871 0.00353k62 0.0022673 0.0040727 0.0027212
Lagged dependent variable no no no no no no
Time Trend no no no no no no
Constant Yes ¥es ¥es ¥es ¥es ¥es
Method gls gls gls gls gls gls
Time Drmmies yes yes yes yes yes yes
Counfry Dummies Yes YES yes Vi Vi Vi
Tears 1985-2007 1985-2007 1985-2007 1985-2007 1985-2007 | 1985-2007
Chservations 240 261 262 262 262 240
Number of Counfries 15 15 15 15 15 15
Wald chi squared Stat 1775.08 962.84 1352.11 387382 1077.95 1167.18
Frob = chi2 o 0 0 a 0 a
R Sguared h.a. n.a n.a n.a n.a n.a
ARI no no no no no no
Teosts for dumnmies and residuals
Wald Chi squared feountry dummies) 566.65 320.82 £91.56 1866.52 330.97 591.11
Prob = chil 0 0 0 a 0 a
Wald Chi squared ffime dummies) 33.06 18.31 32.41 5.8 B0.55 2551
Frob = chi? 0.0111 0.3655 1] 0.9944 1] 1]
Tests when no dummies
LR Test for heferoshedasficity 169.63 150.29 41342 FI7AT 303.13 336.78
Prob = chil 0 0 0 a 0 a
Wooldridge fest for aufocorrelation
Frl, 14= 395.444 277337 17.547 73.907 128.327 55.332
Frobh = F= 0 0 0.0003 a 0 a
Multicollinearity
Klein's Rule of Thumb
Regression with DV 0.5388 04763 0.346E 0.4569 0.4734 0.3832
Regression without DV 0.1804 0.1804 0.1504 0.4565 0.15804 0.15804
ViF Mo WC Mo MC Mo MC Mo WC Mo MC Mo W
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Table 5: Comparing the determinants of different ALMPs - OLS with Panel Corrected Standard Errors

Method |Ordinary Least Squares, Lagged Dependent Variable, Panel Conected Standard Errors, an{)and trend
Supported
Employrment ernployment Public Employrment
Dependent variable Training incentives rehabilitation Direct jab creation services
Explanatory Variables ViI Vi Iy X XT
Degree of frade openess -0.0005955 -0.0004151 -0.0001906 0.001052 -0.0007 83+
0.0005565 0.0003553 0.00015 0.0005254 0.0001533
Deindustrialisafion -0.0010431 -0.0012916 0.0003595 0.0014517 0.0020147=
0.0024704 0.0024794 0.0003585 0.0017952 0.0007935
Sovparty 0.0003132 -0.0066711% -0.0010345 -0.0016441 0.0017336%*
{Leff parfies in government) 0.0027533 0.0024414 0.00034E9 0.002331 0.0005653
Uhtion density 0.0042352* -0.0012735 0.00073931 0.002331* 0.0018367
0.0021357 0.0017936 0.0007045 0.0020512 0.0005495
Degree of wage coordinafion 0.0321654% 0.03701257*  0.007995* 0.0097602 0.005104*
0.011637 0.0025251 0.0045333 0.0051355 0.0026659
Employment protection legislation 0.0044772 0.0244308 0.0114949% 0.0000443 -0.0060608
0.0145857 0.0120534 0.0043145 0.0118056 0.0054114
Control variables
Deficit (% of GDF) -0.0033459™ -0.0015255 0.0004227  -0.0054563 -0.00710457
0.0016559 0.001333 0.0005051 0.0013751 0.0003672
Harmonised unemployment -0.0000533 0.0042936** -0.0004323 -0.0013631 0.0002478
0.0023577 0.0019803 0.0007902 0.0021435 0.0005145
GDF growth 0.0014208 -0.0005949 -0.0009017 -0.0032147* -0.001065
0.0031005 0.0020485 0.0003522 0.0021654 0.0007 455
Lagged dependent variable 05251445+ 0. 7980654+ 8900524+ 06579877 0.81673527*
Time Trend YEs yes yes yes Yes
Constant dropped dropped dropped dropped dropped
Iethod ols, pcse ols, pcse ols, pcse ols, pecse ols, pcse
Time Dummies YES ¥es Yes Yes YES
Counfry Dummies YES Yes yes Yes YES
Tears 1985-2007 1985-2007 1985-2007 1985-2007 1985-2007
Observations 258 261 261 261 23k
Number of Countries 15 15 15 15 14
Wald chi squared Stat 6.13E+H13 5.95E+H14 7.B0E+H3 6.81E+HG 1.10E+12
Frob = chi2 0 0 0 0 0
R Squared 0.8562 0.93 0.9343 0.8305 0.9435
ARJ 0.1703054 0.092779%6 0.2017153 0.4401454 -0.0293542
Tesis for dunnnies
Wald Chi squared {country dummies) o977 392 2291 38.54 13513
FProb = chi2 1] 0.0003 0.0817 0.0004 0
Wald Chi squared (fime dummies) 25014.09 46832.83 26610.97 2900.07 395418
Prob = chi2 0 0 0 0 0
Mote |Data for ftaly is missing in column X1
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Table 6: Comparing the determinants of different ALMPs — OLS with robust clustered standard errors

Method |OLS reqression with robust clustered standard errors, no country durmmies
Supported Fublic
Employment | employment Direct job Employment
Dependent variabla Training incentives rehabilitation creation services
Explanatory Variables Xrr XIr XIV XV AVT
Degree of frade openess -0.0024925™ 00002309 0.0013058 0.0024444™ 0.0012047
0.0003534 0.0008751 0.0014963 0.0003458 0.0009108
Deindusfrializafion 0.0057314 0.0042035 0.0124035 0.0073811* 0.0067161*
0.005018 0.0056964 0.005511 0.0035461 0.00351961
govpariy -0.0104774 -0.004065 -0.00467 43 -0.0048457 0.005637
fLeff parfies in government) 0.0097 206 0.005972 0.0077176 0.007 2629 0.00437 45
Union density 0.0047531**  0.0045631* 0.0012419 0.0002338 -0.0003065
0.001419 0.002267 4 0.0016762 0.00$10227 0.0009147
Degree of wage coordinafion 00526332 0.0018404 0.0060305 0.0371555™  -0.001801*
0.0225962 0.0217126 0.0175942 0.0134032 0.0124542
Employment profecfion legislafion 0.0063643 0.0557476 0.0508423 0.026016 -0.0078543
0.0361413 0.026534™ 0.0279235™ 0.0191008 0.0163867
Control variablas
Deficit (% of GDP) -0.0150875  -0.0148635 -0.0086062"  -0.0111301* -0.0076914
0.0045675 0.0054707 0.0043995 0.0056352 0.0040503
Harmonised unemployment -0.0010443 0.0055303 -0.0113651 0.0178521* -0.0035139
0.0072183 0.0073001 0.0079694 0.0072392 0.006168
GOF growth 0.0113666 0.0025734 -0.0055378 -0.0020301 -0.0054516
0.0106112 0.0104054 0.0121344 0.0111346 0.0075852
Lagged dependent variable no no no no no
Time Trend ha no na no na
Constant yes yes yes yes yes
Iethod olg, cluster olg, cluster olg, cluster olg, cluster olg, cluster
Time Drmmies ves yes Yes yes Yes
Counfry Dummies no no no no no
Years 1985-2006 19585-2006 1985-2006 19585-2007 1985-2005
Chservations 240 262 262 262 240
Mumber of Counfries 15 15 15 15 15
R Sguared 0.5245 0.4092 0.4853 0.5575 0.4094
ARJ no no no no no
Tasite for dummies
Wald Chi squared frountry dummies) n.a n.a n.a n.a n.a
FProb =chi2 n.a n.a n.a n.a n.a
Wald Chi squared (fime dummies) B.57 17.12 205 792 719
Prob =chi2 0.000& 1] 0.0955 1] 1]
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Table 7: Comparing the determinants of different ALMPs — OLS, PCSE using first difference of all vaables

Method | Drdinary Least Squares, Panel Corrected Standard Errors, aiT)
& Supported & Fublic
& Employment amployrment Employment
Dependent variable ATraining incentives rehahbilitation ADirect job creation Services
Explanatory Variables XVIiI XIX XX XXT X
Degree of frade openess -0.0000279 -0.0004383 -0.0001861 -0.0011089* -0.0007 371+
0.0006231 0.0003285 0.0001465 0.0004175 0.0001999
Deindustrialisation -0.0023811 -0.0024044 0.0005413 -0.0005606 0.0018451*
0.0027286 0.002449 0.0008672 0.0015538 0.0009277
govpary 0.0017307 -0.0066131* -0.0008754 -0.0009167 0.0012798*
{Left parfies in government) 0.0027409 0.0023955 0.0008555 0.0019891 0.0006525
Ufion density -0.0006216 -0.00307 46* 0.0005157 0.0005275 0.0010135
0.0021304 0.0017139 0.0006606 0.0017532 0.0006394
Degree of wage coordination 0.0221641 0.0417579= 0.0085754* 0.0091327 0.00607 42+
0.0151354 0.0102215 0.0047427 0.0095667 0.0017529
Employpment proteciion legisiation 0.0173676 0.0288111* 0.009211* -0.0008372 -0.0073052
0.01424585 002115 0.0043871 0.00965439 0.0051092
Control variables
Dieficit (% of GDFP) -0.0005577 0.0007745 -0.0001065 -0.001333 -0.0007007
0.0018021 0.0011293 0.0004472 0.0011411 0.0003732
Harmonised unemployment -1.0027822 0.005562 0.00000348 -1.0003313 -0.0005698
0.0025205 0.0019645 0.0007615 0.001828 0.0005866
GDF growth 0.0000264 -0.0015281 -0.0009716 -0.0035841* -0.001066
0.0032952 0.0020442 0.0008777 0.0020818 0.0003145
Lagged dependent variable 0.0392089 0.0303461 0.0250918 0. 2775653 011639717
Time Trend no no no no nao
Consfant yes yes yes yes ves
Method ols, pose ols, pose ols, pose ols, pose ols, pose
Time Dummies yes yes Yes Yes Yes
Cowntry Dummies yes yes Yes Yes Yes
Tears 1985-2007 1985-2007 1985-2007 1985-2007 1985-2008
Observations 257 260 260 260 23k
Number of Countries 15 15 15 15 14
R Sguared 0.1422 0.2731 0.2844 0.3095 0.2161
ARI no no no no nao
Wald chi squared Staf 122912.5 6.52E+H1B 5.55E+H1B 681119.55 4752.56
FProb = chi2 0 0 0 0 0
ARI no no no no no
Tosts for dummies
Wald Chi sguared fcounfry dummies) 17.01 31.08 2337 20.58 152.43
Frob = chi2 0.2556 0.0054 0.0545 0.1128 0
Wald Chi squared {fime dummies) 3220.85 14340.75 240222 247318 1260.16
Frob = chi2 0 0 0 0 0
Timothee Vlandas — Draft Paper October 2010 15




4. The case of Employment subsidies

This section aims to show why it may be analyticalieful to look at specific ALMPs by focusing dret
case of employment subsidies. It should be notaddahly spending which is “targeted” are includieel;
spending on programs that are “generally availablemployed adults” or “in-work benefits that are
available to all employees whose earnings fallWwedahreshold” are not included (OECD 2010: 2)s&ir

| define the dependent variables. Second, | seimyutesearch questions and explain the model wikich
being tested. Last, before presenting the resbitiefly set out my estimation strategy.

Defining my two dependent variables

For the purpose of this paper, employment subsaliesunderstood in a broad manner as including any
spending in the ALMPs dataset which transfers mamsn the employer or the employee either as result
of taking up the job or more explicitly by finangirthe jobs themselves. The category “direct job
creation” contains spending measures that “credtitianal jobs - usually of community benefit or
socially useful, and usually in the public or nawffi sector although similar projects in the ptevagector
may also be eligible - for the long-term unemplogegersons otherwise difficult to place” (OECD 201

2). Thus, this type of employment subsidies coreennstly jobs that are non-private. This varialplers

22 years across my sample of 15 countries and atheng8/5 observations that this creates 6 are mgjssi
and 45 are equal to zero.

By contrast, the category “employment incentivestlude recruitment and employment maintenance
incentives where the former are “programmes makingments for a limited period only to facilitatesth
recruitment of unemployed persons and other tapgetps into jobs where the majority of the laboastc

is covered by the employer” (OECD 2010: 2). Maiatece refers to programmes that “facilitate
continuing employment” for instance in a situatiohrestructuring. To this category | add “supported
employment and rehabilitation” where rehabilitatioonsists of “vocational rehabilitation for persons
with a reduced working capacity which prepares th@mmove on to work” while supported employment
refers to “subsidies for the productive employmefipersons with a permanently (or long-term) reduce
capacity to work” (OECD 2010: 2). The common feasuof these programs are that they either target
people already in jobs but at risk of losing itamget groups to take up existing jobs. Also, thmmstly —
though not exclusively - concern jobs in the pivagctor. | aggregate these two categories anit &l
simplicity “other employment subsidies”. This vdolia spans 22 years across my sample of 15 countries
and among the 345 observations that this creases fissing.

Thus, | aim to compare the explanatory power of ad@h | develop on my two dependent variables:
spending on direct job creation and spending oaragmployment subsidies. Table 8 displays the mean,
maximum and minimum for all countries across theigueunder consideration for both dependent
variables. There is significant cross-country véwia the lowest mean spending on direct job coegis

in Greece at 0.00217% of GDP and the maximum medn Finland at 0.265% of GDP. For other
employment subsidies, the minimum mean level okaxjtures is also in Greece at 0.06174% of GDP
and the maximum is found in Sweden. Figure 2 agdrei 3 shows differences in the evolution of these
two variables across time for four group of cowdri Scandinavian, Liberal, Southern and other
continental countries.
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Table 8: Mean, maximum and minimum for direct job creation and other employment subsidies

Direct Job Creation Other Employment Subsidies

Countries Mean Min Max Mean Min Max
Austria 0.03348 0.01 0.04 0.06783 0.03 0.13
Belgium 0.5 0.34 0.81 0.25391 0.16 0.49
France 0.21696 0.04 0.4 0.2 0.06 0.36
Germany 0.20435 0.06 0.41 0.17957 0.07 0.26
Netherlands 0.1487 0.02 0.29 0.60348 0.47 0.7
Greece 0.00217 0 0.01 0.06174 0.02 0.21
Portugal 0.03217 0.01 0.05 0.15087 0.05 0.24
Italy 0.02333 0 0.07 0.165 0.03 0.42
Spain 0.0887 0.04 0.13 0.20174 0.08 0.37
UK 0.04348 0 0.28 0.02696 0.02 0.04
Ireland 0.3213 0.08 0.65 0.06217 0.01 0.13
Finland 0.26522 0.07 0.62 0.18174 0.09 0.29
Norway 0.13043 0.03 0.32 0.15826 0.09 0.22
Sweden 0.19913 0 0.58 0.82826 0.6 1.29
Denmark 0.04636 0 0.18 0.72 0.47 1.03
Figure 2: Evolution of spending on Direct job creaibn
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Figure 3: Evolution of spending on other employment subsidies
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Questions and theoretical Model

Here | focus on the potential influence of intergsiups on the spending effort of my two categooks
employment subsidies. The question | try to addisssow does the size and strength of different

interests groups affect spending levels of my twpehdent variables? Building on Rueda (2007), the

theoretical framework makes a distinction betwdwrd different types of labour: insiders, unemptbye
outsiders and in-work outsidétsMy empirical model attempts to estimate the iafioe of these insider
and outsider groups on employment subsidies. Mpegifically, it analyses how the size and relative
strengths of different outsider and insider groafbsct the variation in my two dependent variables.

To account for the size of these different groupsimber of different explanatory variables are eeed
First, l include a measure of union density whielves as a proxy for the size of insiders. Thisabde is

14 Rueda (2007) only makes a distinction betweend@rsi and outsiders, but not between different typles

outsiders.
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often taken to represent the degree of inclusiveméainions. But this is not adequate because union
density may be high without including many labouarket outsiders. Instead, | create a new variable
“Union outsiders” which is calculated as the shafainion members not in formal employmenitTo
proxy the strength of insiders, | rely on a measfréargaining coveradgas the ability of unions to
make agreements concerning the wages of workeggralably more important than their size or
inclusiveness in determining their overall strength

For outsider groups, | rely on the share of terapoworkers and the share of part time workerstoyp
the size of labour market outsiders that are irkwand harmonised unemployment rates for outsiadetrs
in work. As my dependent variables may affect lalee variables accounting for the size of the datsi
groups, they are lagged one period. | introduceaxypfor in-work outsiders strength in the form of
Employment Protection Legislation (EPL) for tempgravorkers. Indeed, relying on overall EPL
misconstrues the protection of regular workers tuadl of temporary workers. To establish the infeeen
of insiders on spending on my dependent variablegially focus on EPL for regular workers and the
coverage of bargaining. Last but not least, | idelas a control a measure of countries aggregéitsmah
income using as a proxy GDP.

Thus, the model considers how spending on my twzendent variables is related to insiders (union
density, bargaining coverage and EPL for regulatkess) and to outsiders (EPL for temporary workers,
share outsiders in unions, share of temporary andtime employment). My expectation here is thaL.E

for regular workers (i.e.: insiders) is negativeblated to spending on other employment subsidies
because this increases job competition and toxtenethat it lowers workers reservation wages setad
downwards pressures on earnings. | further exjpecetfect to be of a similar sign but lower magadéu
when it comes to direct job creation. This is beeathough insiders still have to finance thesecjaslj

this does not put as much downward pressures oaswvatpwever, it could also be that lower spending
on direct job creation is associated with lower E&®lLregular workers because both are part of age®

to undermine thacquis social of insiders.

Union density if it raises inclusiveness will besjiively related to these measures if an ‘olsohdgic’’
prevails and negatively related if the ‘corporatmgic’ prevails (Rueda 2007: 82) . The measure of
outsiders’ presence in unions is calculated asliaee of union members not in formal employmenis Th
is arguably a crude measure as it not only inclydestime, temporary and unemployed workers tad al
retired workers; still it represents an improvemeninpared with the assumption that high union dgnsi
necessarily increases representativeness. If lab@uket outsiders favour these policies and have an
effect on them, then it is reasonable to expea theasure to be positively related to spending on
subsidies.

|t should be noted that this variable has 35 missipservations and 38 zero values in my sampleinganly

272 positive values.

* “Employees covered by wage bargaining agreements asoportion of all wage and salary earners
in employment with the right to bargaining, expezbas percentage” (see appendix)

" That is if higher union density enables unionbetter internalise the interests of the outsiders
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Bargaining coverage to the extent that it minimides risk of downward pressure on wages should be
positively related to my dependent variables. kil a proxy for the strength of unions and hermedd
indicate how union strength is related to employnsetsidies. If higher spending on these policehé
result of a greater ability of outsiders to promtteir interests, my dependent variables should be
positively associated with EPL for temporary wogefhe size of groups (temporary and part time
workers, and unemployed) can either be positivalsretated if more outsiders through higher need
positively affect the spending efforts on theseigie$ or negatively related if it indicates poor
representation of marginal groups and their ingbtth become insiders. Finally, all else equal, GBP
normally assumed to be positively related to welfspending.

Two further variables are considered in an augniemedel. Insiders can be expected to favour these
policies more in certain contexts than others. @evant aspect was mentioned: bargaining coverage
enables insiders to mitigate the negative effettsedtain employment subsidies. Similarly, | testvha
measure of wage coordination is related to thebsidies. | expect wage coordination to be posiivel
related to my dependent variables as higher coatidim may prevent downward pressures on wages.
Last but not least, | examine how these policiesralated to the situation of unemployed workersdd

so | add a measure of the replacement rates tareaghte generosity of unemployment benefit systems.

Empirical model and estimation strategy

My generic model is as follows;yF Bo + oo Viea + X By Xiit + 2p Yp Zojt + & + o € ; Where y; is my
dependent variable in country i at time ..,¥s the lagged dependent variable, the x’s are laggtory
variables, the z's are p controls, theare n-1 country specific effects and ths are t-1 year dummies
andeg;; is the random residual. More specifically, ther@mly one control (i.e.: p = 1) so th@l vp o=
v1 GDP; and the vector of explanatory variable idekt

Zi B] Xt = B]_ DEN +Bg Ccov +Bg uo +B4 EPLreg+[35 EPLtemp +B6 TEE +B7 PTE +B8 HU

where DEN is union density, COV is bargaining caggr, UO is the share of outsiders in unions, EPLreg
and EPLtemp are employment protection legislationrégular and temporary workers, respectively;

TEE and PTE are the share of temporary and pamt @&mployment respectively and HU is the

harmonised rate of unemployment.

A Hausman test suggests we need to use fixed ffestart by estimating both models using Feasible
General Least Squares (FGLS). A test of joint $icamce of my time and country dummies reveals that
they are significant in the regressions of bothmyf variables. However, including country dummies is
problematic because it takes most of the explapgtomer of variables that change slowly such as
institutions. Some of my variables captures ingtihal aspects so their explanatory power may be
reduced by the country dummies. The good newsaistktis implies my model provides a tough test for
my variables.

The Likelihood-ratio heteroskedasticity test regetite null hypothesis of no heteroskedasticity athb
regressions. The Wooldridge test for autocorrefatejects the null hypothesis of no autocorrelatidris

is a problem because as Beck (2001: 278) notesL.SFCorrection for panel heteroskedasticity is
...inherently flawed.” A way around this issue isdstimate the regression using standard OLS and to
compute Panel Corrected Standard Errors (PCSEm)dress heteroskedasticity and to include a lag of
the dependent variable to deal with serial coriatatof the errors (ibid: 282).
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This ‘Beck Katz standard’ (Beck and Katz 1995; Backl Katz 1996; Beck 2001) is widely used in the
comparative political economy literature. Howevtdre Beck-Katz standard has also been criticised
because it generates the following issues: “abmwrpdf cross sectional variance by unit dummies,
absorption of time series variance by the laggegeddent variable and period dummies” (Plumper,
Troeger et al. 2005: 327). To address these issues,a regression with country and time dummies b
no lagged dependent variable and include insteRdas Winsten transformation (AR1 process) (ibid:
342).

. Results and discussion

| report for reference the results for both meth@dsGS and OLS with PCSE) in Table 9. Note that n-1
country and n-1 time dummies were included in #gession but are not shown. In addition, columns V
and VI report the results for the same model rglyin a regression which has country dummies bytsdro
the lagged dependent variable and introduces ithsi@aAR(1) process. | run another four regressions
including first a measure of wage coordination oohs 1ll and IV in Table 10) and then of the
generosity of unemployment benefit systems (columrand VI). In columns | and Il of Table 10, the
baseline regressions are reproduced to facilitateparison of the results. What are the implicatiohs
the results presented in columns three and foliabfe 97

The impact of insiders’ institutions on employmenisubsidies

The effect of EPL for regular workers is negativhiah is consistent with the argument that when
insulated from labour market risks, workers hawss lmcentives to push for more policies that addres
these risks. It is noteworthy that the effect ischnstronger in the case of other employment subsidi
which suggests that once standard workers areaiteslifrom labour market risks they will be partarly
reluctant to support other employment subsidies.

But EPL for regular workers is only one way to lomkthe relation between insiders and employment
subsidies. If employment protection and labour reagolicies are substitutes, then a negative oglati
between the two variables is not in itself indieatiof insiders’ interests or preferences. Looking a
insiders’ institutions it is particularly noteworytlthat bargaining coverage and union density dohagt

a significant effect on other employment subsidigsus, spending on this measure does not seem to be
driven by insiders’ and unions’ institutions: neiththe size of unions nor their ability to set wageross

the board have an effect on expenditures on othptayment subsidies.

Direct job creation by contrast is negatively rethto union density. Since the share of outsiders i
unions accounts for the degree of inclusivenesgnudensity cannot be interpreted as the degree to
which outsiders are represented. Given that un@nmsitly is sometimes taken as an indication of union
strength, this would suggest that trade unionsadavant direct job creation.

However, the significant positive relation betwdsargaining coverage and direct job creation suggest
otherwise. Indeed, high union density may be a@afft condition for union strength but it may e a
necessary condition. The ability of unions to segjes across the board may also be a relevant iodica
of their strength. If bargaining coverage is higls tmay also reduce incentives for unions to extbed
membership. Another plausible explanation is thighrcoverage allows the unions to ensure that job
creation does not have adverse effects on the wafgdeir members, but it is not clear why direal
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creation would put downward pressure on wages., liiie jobs created are themselves covered by
agreements, this could also provide an explan&biotne positive relation.

To further investigate the effects of insiders’titugions, columns Ill and IV in Table 10 preseiats
augmented regression with a measure of wage catialin It is negatively related to direct job cieat
and positively related to other employment subsididhe latter effect is consistent with the ideat t
insiders will be more willing to support subsidiéthese do not undermine their ability to set waghe
stronger the level of wage coordination the bettey will cope with the pressures that subsidiey ma
generate. On the other hand, the negative relétdiween coordination and direct job creation may be
construed as a trade off between substitutes; leptiesent ways to ensure wages for core workerainem
high. Inclusion of wage coordination did not chatige effect of other variables in any significarayw

Size, strength and welfare of different outsider goups

The effect of the size of different outsider groupsthe level of spending is also significant. Ledg
unemployment has a significant negative effect oect job creation but a positive effect on other
employment subsidies. Thus, different subsidiesratenecessarily all related to the need to address
unemployment. The share of part time workers damshave any significant impact on either type of
subsidies. If trade unions are behind employmebsigies, and if they support subsidies becauseljitsh
part timers, then revitalisation may be driven mimyeunion problems than by the size of the popoati

at risk. Higher share of workers on temporary axts by contrast has a positive effect on direlot jo
creation but none on other employment subsidiesckleeconomies that rely more on temporary work
also do tend to undertake direct job credfion

My measure of outsiders in unions is positivelyatetl to spending on both types of employment
subsidies, with the effect being stronger for o#raployment subsidies. This is consistent withrduent
literature on unions’ revitalisation strategies véheinions try to revitalise their membership bage b
supporting policies that benefit workers beyondrtbere membership (Clegg, Graziano et al. 2010).

However, EPL for temporary workers has a signifiqamsitive relation with direct job creation buttno
with other employment subsidies. This is interestgiven that the relationship between the share of
outsiders in unions is stronger with other employtrmibsidies than it is with direct job creationhat/
this suggests is that, though the presence ofdmstsiin unions is more important in explaining othe
employment subsidies, it does not follow that they generally most able to defend their interasthé
context of high other employment subsidies. By @Bt direct job creation which is driven by the
strength of insiders is associated with higher Ed?ltemporary workers.

Last but not least, to analyse the relation betwberunemployed and employment subsidies, columns V
and VI in Table 10 presents the result when theessgon is augmented with a measure of replacement
rates. This measure is significantly positivelyatetl with direct job creation but has no significeffiect

on other employment subsidies. Therefore, systemsghich unemployed workers are better off, have

18 All these results are robust to the exclusion gfuariable union outsiders which had incompleteadatailability.
There are two exceptions where exclusion makesffarelce: First, the effect of EPL for temporary rkers
become significant for both dependent variable;osdc union density becomes significant for both edefent
variable. In both cases this is consistent witloraitted variable bias which is then picked up bgsehvariables.
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higher levels of direct job creation. High replassinrates are not only important for unemployed but
also for unions whose legitimacy partly stems franemployment benefit systems and to employed
people as high unemployment benefits ensures thervation wages of unemployed workers remain
high. Recall that EPL for temporary workers wa® gdesitively related to direct job creation. Thdsect

job creation seems to be positively associated With better employment conditions for temporary
workers and higher replacement rates for unemployatdters. But we also found that higher bargaining
coverage, a proxy for unions strengths, is poditisssociated with direct job creation. Insidersréfore
may be driving certain policies which may also bagistent with outsiders’ interests.

Overall, this suggests that both insiders and detsifavour direct job creation while other empleytn
subsidies seems to be associated only with oussideength (as proxied by their presence in urions
Outsiders’ welfare whether in the case of the urdeyeg (replacement rate) or temporary workers (EPL
for temporary workers) is positively related ondydirect job creation.

Table 9: Regression results for initial model

Column | Il 1] \Y Vv VI
Dependent variable DJC OES DJC OES DJC OES
Method FGLS FLGS OLS PCSE OLSPCSE OLSAR(1) OLSAR(1)
Union density -0.0046 0.0054* -0.0021*** 0.0022 -0.0015 0.0060***
Bargaining Coverage 0.0067*** -0.0015 0.0015**+* -0.0003 0.0048*** -0.0002
Union outsiders 0.0052** 0.0123**  0.0013**  0.0038***  0.0062***  0.0090***
EPL regular workers 0.025 -0.1139***  -0.0110*  -0.0429*** -0.0074 -0.0520***
EPL temporary workers 0.0361***  -0.0339***  0.0089*** 0.0031 0.0314*** -0.0046

Share of temporary workers

A 0.0095***  -0.0129***  -0.0011*  -0.0061***  0.0036***  -0.0066**
(lagged one period)

Share of part time workers

; -0.0016 -0.0045 0.0012 0.0014 -0.0005 -0.0036
(lagged one period)
Harmonised Unemployment  , qyg5m 00018 -0.0026* 00037+ 0 0.003
rate (lagged one period)
Gross Domestic Product 0 0 0 0 -0.0000*** 0
D|r¢ct Job creation (lagged one 0.7731%+
period)
Other Employmgtn Subsidies 0.7030%+
(lagged one period)
Constant -0.2298 0.0888 -0.0283 -0.0586 -0.1953*** -0.0507
Number of observations 211 211 209 209 211 211
Prob > chi2 0 0 0 0 0 0
R2 0.9685 0.9688 0.7355 0.8529
Time dummies yes yes yes yes yes yes
Rho 0.7006129  0.5594711

Legend: * p<.l; **p<.05; *** p<.01
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Table 10: Augmented model with wage coordination ahreplacement rates

Column | Il 1l [\ V VI
Dependent variable DJC OES DJC OES DJC OES
Method OLSPCSE OLSPCSE OLSPCSE OLSPCSE OLSPCSE OLSPCSE
Union density
-0.0021*** 0.0022 -0.0019%** 0.0015 -0.0014 -0.0028
Bargaining Coverage
0.0015*** -0.0003 0.0015*** -0.0003 0.0028*** 0.0012
Union outsiders
0.0013**  0.0038**  0.0014*** 0.0034** 0.0008 0.0017
EPL regular workers
-0.0110*  -0.0429**  -0.0122**  -0.0384*** 0.013 -0.0421%*
EPL temporary workers
0.0089*** 0.0031 0.0082*** 0.0054 0.0278**=* 0.0026
Share of temporary workers
(lagged one period) -0.0011*  -0.0061**  -0.0013*  -0.0054*** -0.0028%*  -0.0038**
Share of part time workers
(lagged one period) 0.0012 0.0014 0.0012 0.0013 0.0036%*+ 0.0015
Harmonised Unemployment
rate (lagged one period) -0.0026**  0.0037**  -0.0029%*  0.0048**  -0.0032**  0.0078%**
Gross Domestic Product
0 0 0 0 0 0
Wage coordination
-0.0067* 0.0210***  -0.0147**  0.0266**
Replacement rate index of
generosity 0.0035%** -0.001
Direct Job creation (lagged one
period) 0.7731%+ 0.7767++ 0.7399%+
Other Employmetn Subsidies
(Iagged one period) 0.7030%*** 0.7136%*** 0.7276***
Constant -0.0283 -0.0586 -0.0285 -0.0567 -0.1789%** 0.0348
Number of observations 209 209 209 209 159 159
R2 0.9685 0.9688 0.9687 0.9695 0.9724 0.9684
Prob > chi2 0 0 0 0 0 0
Time dummies yes yes yes yes yes yes
Country dummies yes yes yes yes yes yes
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6. Conclusion

This paper questioned whether existing approadigsg on aggregate data on ALMPs are valid. Using
different estimation methods and different speatfins of the dependent variables | showed how the
determinants of ALMPs identified in the literatusiew have different relations to different compots

of ALMPs; indeed the magnitude, sign and signif@mof the coefficients varied significantly between
different ALMPs. This result was robust to differestimation method and specification of the depeand
variable.

In a second part, the case of employment subsidissinstrumental in illustrating the potential adide
analytical value of focusing on specific progranihis was shown by testing a model which has
implications for the ways the insider-outsider stane of labour markets affect policies. Analysing
specific ALMPs allows us to better construe thatieh between different actors and specific ALMPs.
While the assumption of homogenous labour intengatsnot mada priori neither were different labour
market groups assumed to have necessarily staldé#ferent interests and positions with respecalio
ALMPs.

The analysis considered how the size and proxiethfo strength of different labour market groups ar
related to spending on employment subsidies. This arguably a fairly preliminary and crude analysis
rather than a full blown model of policy determitgrbut it nevertheless revealed a number of inambrt
findings. With respect to the size of outsider grauthe share of part time employment has no sogmif
effects on employment subsidies, whereas the siiammporary workers has a positive impact only on
spending on direct job creation. Higher unemployrmesult in increased spending on other employment
subsidies while the reverse is true for directdodmation.

Direct job creation was found to be positively tethto both insiders (union density and bargaining
coverage) and outsiders (share of outsiders innghistrength. On the contrary, other employment
subsidies were not found to be driven by unionmsiders institutions. Both types of subsidies were
negatively related to EPL for regular workers whistconsistent with the view that higher employment
protection of regular workers is related to lessnsling on employment subsidies.

The share of outsiders in unions has a positivecefin both types of subsidies. However, the faat t
EPL for temporary workers and the replacement wate positively related only to direct job creation
suggests that there may be a difference betweetwthéypes of subsidies for outsiders’ welfare.doir
job creation is higher the better off in-work angt-of-work labour market outsiders are. Alternaljve
this could mean that political economies which m@hydirect job creation are generally more condeitiv
higher outsiders’ welfare. Similarly, in light dié positive association between bargaining coveaage
direct job creation, this highlights the possipilib carry out ALMPs that are advantageous to both
insiders and outsiders.

Overall, these findings question the validity opegaches that rely on aggregate ALMPs and show that
insiders as well as outsiders’ composition andngttes have different relations to different typds o
employment subsidies. As a result, analysing theraction between different ALMPs and different
labour market groups may be a potentially valualbtnue for further research.
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APPENDIX

Table 11: List of variables

Full name

Description

Source

Active measures

Sum of PES and administration, training, job ratatnd job sharing, employment incentives, suppataployment
and rehabilitation, direct job creation, start npentives

OECD

PES and
administration

1.1 Placement and related services include opennivation services, referral to opportunities forkydraining and
other forms of assistance, counselling and casegeament of jobseekers, financial assistance wéltdsts of job
search or mobility to take up work, and job brokgerand related services for employers, if spendinthese functions
can be separately identified. Services providethkymain public employment service and by otheliplykfinanced
bodies are included.

1.2 Benefit administration expenditure includeslibdget of institutions that manage the unemployraed early
retirement benefits reported in Categories 8 arifitBis spending can be separately identified.

1.3.0ther expenditure includes the budget of imttihs that provide placement and related sen(i€éise relevant
spending could not be separately reported in Cagelyd above); institutions that manage labour regpkogrammes in
Categories 2 to 7 below (except for costs alreadlted in these categories); and institutions dldatinister the
benefits in Categories 8 and 9 below (if thesescostild not be separately identified in Categogyahove). However i
these institutions’ budgets cover functions that@utside the scope of this database (neither plactand related
services, nor the management of active or pasah@ur market programmes within the scope of Categ@rto 9),
estimated spending on those functions should blei@ad.

OECD

Training

2.1 Institutional training refers to programmes vehmost of the training time (75% or more) is spard training
institution (school/college, training centre or gar).

2.2 Workplace training refers to programmes wheostrof the training time (75% or more) is spenthi@ workplace.
2.3 Alternate training (formerly called Integratedining) refers to programmes where training timevenly split
between a training institution and the workplace.

2.4 Special support for apprenticeship refers tm@mmes providing incentives to employers to riéapprentices
from labour market policy target groups, or traghallowances for particular disadvantaged groups.

OECD

Job rotation and
job sharing

3.1 Job rotation refers to schemes promoting thedbstitution of an employee by an unemployedsperor a person
from another target group for a fixed period.

3.2 Job sharing refers to schemes promoting thi&apanbstitution of an employee by an unemployecspn or a
person from another target group.

OECD

Employment
incentives

4.1 Recruitment incentives are programmes makiggpats for a limited period only to facilitate trecruitment of
unemployed persons and other target groups int\dtere the majority of the labour cost is covdrgthe employer.
They include payments to individuals that are ctbodal upon the takeup of a new job (back-to-wookis,
mobility/relocation allowance or similar) only ifi¢y are targeted (e.g. restricted to the long-tememployed).

4.2 Employment maintenance incentives are simidffdrilitate continuing employment, in a situatiofrestructuring
or similar. Generally-available in-work benefits fow-income groups should not be included.

OECD
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Full name Description Source
5.1 Supported employment consists of subsidiethfproductive employment of persons with a permtéyé¢or long-
term) reduced capacity to work. These measuresdlpiprovide ongoing support and have no planngatibn.
However, lifetime sheltered work provisions aremally considered as part of social policy and aléshe scope of

Supported the database. This subcategory combines and larggligces the former subcategories 5.1 Regularaymant and 5.2

employment and
rehabilitation

Sheltered employment, but recruitment incentivegpke for a fixed period to the employer or theatied worker
upon hiring in a regular job should now appear ategory 4.1.5.2 Rehabilitation refers to vocatiaehlabilitation for
persons with a reduced working capacity which prepghem to move on to work or regular trainingcigloand
medical rehabilitation are not included. This subgary largely replaces the former subcategoryCatger
rehabilitation and training, but participation bgabled workers in regular training as distincfircehabilitation should
now appear in Category 2.

OECD

Direct job creation

These programmes create additional jobs - usuitpmmunity benefit or socially useful, and usuafiythe public or
non-profit sector although similar projects in frévate sector may also be eligible - for the laagn unemployed or
persons otherwise difficult to place. The majodfythe labour cost is normally covered by the pubitiance.
Provisions for lifetime sheltered work in a non-gmotive environment should not be included. Thenfer
subcategories 6.1 Permanent and 6.2 Temporary lfjwiéce largely redundant since few countries regbpermanent
direct job creation) are no longer implemented.

OECD

Start-up incentives

Programmes that promote entrepreneurship by engimgréhe unemployed and target groups to start thven business
or to become self-employed.

OECD

Out-of-work
income
maintenance and
support

8.1.1 Unemployment insurance refers to benefitapleyto workers satisfying criteria for membershian
unemployment insurance scheme. These are ofteropbidor a limited period.

8.1.2 Unemployment assistance refers to benefitalpa to workers either failing to satisfy critefea membership in
an unemployment insurance scheme or who have exdebd period for entittlement to unemployment insge
benefit. Unemployment assistance is normally méested.

8.2 Partial unemployment benefits refer to benefiisipensating for the loss of wage or salary dughtwt-time
working arrangements, and/or intermittent work skthes, where the employer/employee relationshigicoes.

8.3 Part-time unemployment benefits refer to bésgiaid to persons working part-time who have #oftll-time job or
an additional part-time one and are seeking to wwooke hours.

8.4 Redundancy compensation refer to capital swaitsfppm public funds to employees who have beemitised
through no fault of their own by an enterprise iBateasing or cutting down its activities.

8.5 Bankruptcy compensation refers to capital spaid from public funds to employees to compensatevhges not
paid by the employer due to bankruptcy/insolvency.

OECD

Trade Union
density

Trade union density corresponds to the ratio ofjer@nd salary earners that are trade union mentieided by the
total number of wage and salary earners (OECD LaBotce Statistics). Density is calculated usingysy data,
wherever possible, and administrative data adjustedon-active and self-employed members othexwis

OECD
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Full name

Description

Source

Harmonised

The harmonised unemployment rates shown in thie g@ikle the numbers of unemployed persons as &ptge of the
civilian labour force. Civilian labour force conssf civilian employees, the self-employed, ungaiaily workers and
the unemployed. The definitions of employment andmployment conform with the definitions adoptedtoy 13th
Conference of Labour Statisticians (generally reféto as the ILO guidelines) with the excepticat ttmployment and
unemployment estimates are based on labour foreeyaiwhich cover only private households and edelall people

gr:gmployment living in institutions. Under these guidelines tmeemployed are persons of working age who, in aiee period, are OECD
without work and are both available for and arévabt seeking work. The Statistical Office of tharBpean
Communities (Eurostat) gave a more precise dedimitif unemployment through the Commission RegulatieC),
no.1897/2000 in September 2000. Details aboutntng definition and its implementation are availatmeEurostat
Internet site: http://europa.eu.int/comm/eurostat/.
Emplovment Additional costs for collective dismissals: mostintries impose additional delays, costs or notiiftceprocedures
ro'ﬁect)i/on when an employer dismisses a large number of wemkeone time. This measure includes only additicasts which OECD
% islation overall | 92 beyond those applicable for individual dismistadoes not reflect the overall strictness ofulagon of collective
9 dismissals, which is the sum of costs for individliamissals and any additional cost of collectiigmissals
Individual dismissal of workers with regular corttst incorporates three aspects of dismissal piiotedi) procedural
Employment inconveniences that employers face when startiagltbmissal process, such as notification and dtatigun
protection requirements; (ii) notice periods and severance which typically vary by tenure of the employeaddjii) difficulty OECD
legislation regular | of dismissal, as determined by the circumstancegich it is possible to dismiss workers, as wsltlze repercussions
for the employer if a dismissal is found to be imfsuch as compensation and reinstatement).
Emblovment Regulation of temporary contracts: quantifies ratah of fixed-term and temporary work agency cadis with respect
pioy to the types of work for which these contractsadl@ved and their duration. This measure also iheturegulation
protection ’ . . , ; .
legislation governing the establlshme_n_t and operation of tewwork agencies arjd requirements for agency wsrtkereceive OECD
the same pay and/or conditions as equivalent wsiikethe user firm, which can increase the cosisaig temporary
temporary . -
agency workers relative to hiring workers on peremrcontracts.
{%giﬁﬁgrgzst This table contains incidences and gender compaditi part-time employment with standardised (1525454, 55-64,
. ploy 65+, total) and detailed age groups. Data ar&dutbroken down by professional status - employtetal, employment. OECD
in total . . : o
Part-time employment is based on a common 30-usual-cut-off in the main job.
employment
Share of temporar
employment in This table contains incidences and gender compasiti temporary employment with standardised ageps (15-24, OECD
dependent 25-54, 55-64, 65+, total). Data are further brollewn by professional status - employees, totalleynpent.
employment
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Full name Description Source
Cabinet composition (Schmidt-Index): (1) hegemohsight-wing (and centre) parties (gov_left=0), (®minance of
right-wing (and centre) parties(gov_left<33.3), i@Jance of power between left and right/centre38§ov_left<66.6),| Comparative
Cabinet (4) dominance of social-democratic and other laftips(gov_left>66.6), (5) hegemony of social-deratic and other Political Data
composition left parties (gov_left=100).Calculations of authbesed on gov_rightl, gov_centl, and gov_leftldéerovered: 1990; Set Ill, 1990-
2008. Missings: Bulgaria 1993/94 (non-party goveenty, Italy 1995 (caretakergovernment). Informatias not 2008
available for Romania 1990 and Slovenial992. SoWee calculations according to Schmidt (1992).
5 = economy-wide bargaining, based on a) enforecaipleements between the central organisations
of unions and employers affecting the entire econonentire private sector, or on b) government
imposition of a wage schedule, freeze, or ceiling.
4 = mixed industry and economy-wide bargainingcegjtral organisations negotiate non-enforceable
Coordination of central agreements (guidelines) and/or b) key u@md employers associations set pattern for the ICTWSS
wage bargaining | entire economy. database
3 = industry bargaining with no or irregular patteetting, limited involvement of central
organizations and limited freedoms for company &iigg.
2 = mixed industry- and firm level bargaining, witkeak enforceability of industry agreements
1 = none of the above, fragmented bargaining, masttompany level ; note - before 1990: West Gayma
Total Union TUM = X MemCf;g + MindU; whereX MemCf;-8 is the sum of total membership of unions afflcato confederation ICTWSS
: to 8 (where MemGfis the sum of members of affiliates in confederatly; and MindU is the membership of
Membership . . L : - . database
independent unions (which is the sum of membemsd#pendent or unaffiliated unions)
Net Union TUM minus union members outside the active, depeinaied employed labour force (i.e. retired ICTWSS
Membership workers, independent workers, students, unempl¢seet Visser 1991; Ebbinghaus and Visser 2000;|@r2006) database
Wage an_d Salary ICTWSS
Earners in Sum of employed wage and salary workers database
Employment
Unionised . ) ) . . ICTWSS
outsiders % of union members not in active of outsidersnions (TUM-NUM)/TUM*100 databasg (my
computations)
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Full name

Description

Source

Government
expenditures as ¢
of GDP

Section 11. described the concept of general govenn final consumption, reflecting the contributgovernment
makes as a consumer of final goods and servicaadsidual and collective consumption. Whilst ugéh illustrating
the scope for government to stimulate demand digatdoes not tell the full story. For a staretmeasure does not
include GFCF of government which is an area whieeestope to stimulate demand is considerable.tBilgo excludes
other components of spending by government notrdecbas final consumption, for example, debt irgepayments,
and cash transfers, such as social benefits, wbdlectively, better reflect the size of governmand its ability to
stimulate demand, without changing taxes say, twéttly and indirectly. The concept that besteet this overall
expenditure is referred to as general governmepeirediture. It reflects the total amount of expemditoy government
that needs to be financed via revenues, such asdaxand borrowing.

OECD

Openness

(Import of goods and services + export of goodssardlices at current price in national currendgydss domestic
product at current market prices (UVGD) in naticnwrrency

AMECO

Gross Domestic
Product

Gross domestic product at current market price¥ GD)

AMECO

GDP growth

Period covered: 1960-2008.

Missing: Australia: 1991; Germany: 2002; Greec&@@9taly: 2003; New Zealand:
1990; Spain: 1979; Luxembourg and Portugal: 2008.

Source: Until 1970: OECD Economic Outlook, varigesrs; 1971 onwards:
OECD Factbook 2010: Economic, Environmental andé&&tatistics - Online
Version, http://new.sourceoecd.org/ (Download: 206611).

Note:

UK 1971-1980: data is taken from OECD Factbook 2009

Comparative
Political Data
Set I, 1990-
2008

Deindustrialisation

Following Iversen and Soskice; deindustrializatib@0 minus the sum of manufacturing and agricultemgployment
as a percentage of the working-age population. EDH.abour Force Statistics (Paris: OECD, varioeiarg); and
transfer data

OECD

Deficit

Annual deficit (government primary balance) as eceetage of GDP.

Period covered: 1970-2008.

Missing: Denmark: 1970; Luxembourg and Switzerlal®i70-89; New Zealand
1970-85; Portugal: 1970-76.

Source: SourceOECD, OECD Economic Outlook Datalizs@nomic Outlook:
Annual and quarterly data, Vol. 2009, release @p,;#ew.sourceoecd.org/
(Download: 2010-02-03).

Comparative
Political Data
Set I, 1990-
2008

Union density

UD: Union Density, net union membership as a pripomwage and salary earners in employment (0-£00)
NUM*100/WSEE

ICTWSS

Replacement rate

This indicator is coded “brr_oecd (%)” in the CEIECD database. These are the original benefit repieat rates dat
published by the OECD. It is defined as the aveeagess the first five years of unemployment faegfamily
situations and two money levels taken from www.oeaglels/social/workincentives and interpolated.

52

CEP-OECD
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Full name

Description

Source

Employees covered by wage bargaining agreememtgesgportion of all wage and salary earners
in employment with the right to bargaining, expesbas percentage, adjusted for the possibility

Ua?ég?gg]v%gre that some sectors or occupations are excludedttemght to bargain (removing such groups ICTWSS
%€ from the employment count before dividing the numdfecovered employees over the total
number of dependent workers in employment WSEETsader, 1994)
31
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