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1. 
Executive Summary

The objectives of the network are to provide a framework for identifying best practices within the current menu of policies fighting unemployment, as well as to apply new methodology in evaluating these policies. In its first 36 months of its life, the network has made substantial progress towards achieving these objectives. It has produced a significant amount of high-quality research in the research areas just mentioned:

· 58 Working Papers; 

· 53 Journal Articles; 

· 6 Book Chapters; 

· 4 Books; 

In addition, it has:

· lead to the inception of several new research projects between nodes members;
· in addition, the network has recruited -- young researchers to date and has brought together economists through cross-node co-operation and bilateral visits, and many of the economists working on the projects have met at international conferences

Research Progress

The network is organised around five main research themes. We will here give a short description of the five themes and indicate some of the main findings under each heading. We also give examples of work from the different sub-themes.

A: Youth Education, Youth Programmes and the Transition from School To Work 

The ‘youth theme’ in the network has focused on how various aspects of public policy affect the entry of youths into the labour market. It is divided into three sub themes: A1) Skill formation and school-to-work transitions from the regular education system, A2) Public policy measures providing training and work practice, and A3) Entry-level jobs in the labour market. This theme is closely linked to the training programme theme in terms of theory and methods.

One of the more important papers (A1) here is by Raaum, Salvanes and Sørensen (2003) from the NHH team on how family characteristics and residential location affects skill formation and adult outcomes among Norwegian youth. They use longitudinal micro data on the entire Norwegian population and find important effects of on educational attainment and adult earnings. Families are more important than neighbourhoods, and while family effects are permanent over time, the impact of neighbourhoods is reduced by half in size from 1960 to 1970 and they link this result to several policy changes in the 1960s aimed at increasing equality of opportunity in Norway. The results differ from previous US studies, suggesting that the role of families and neighbourhoods in explaining the degree of equality of opportunity and social mobility depends on labour market institutions and redistributive policies. 

Other important papers, under sub-theme A2, concern the effectiveness of apprenticeship systems. Christian Dustmann of the UCL-team addresses the German apprenticeship system. A crucial feature of the system is that - despite training workers in mostly general skills - it is, at least partly, financed by firms. It has been accredited with smoothing the transition from school to work, lowering the youth unemployment rate, and providing incentives for the non-college bound youth to take up post-secondary education. He finds evidence that it is unions which induce firms to sponsor training. Euwals and Winkelmann (both IZA) study the apprenticeship period and the first labour market outcomes of a particular cohort of males born between 1960 and 1965. They investigate training intensities of apprenticeship programmes, and relate these to retention behaviour, first job durations and post-apprenticeship wages.

Under heading A3, Steven Machin of the UCL has looked at the impact of the minimum wage on both wages and employment in the UK.  The results suggest that the minimum wage raised the wages of a large number of care homes workers, causing a very big wage compression of the lower end of the wage distribution, thereby strongly reducing wage inequality. There is some evidence of employment and hours reductions after the minimum wage introduction, though not that sizeable given how heavily the wage structure was affected.

Another stream of research under task A3, produced by Juan Dolado and co-authors in the CEPR team, relates to the "over-education" phenomenon (workers’ educational attainments are above the jobs’ skill requirements) that has taken place in some EU countries, like Spain, where there has been a very rapid tertiary educational up-drive (the number of undergraduates in Spanish universities is the same as in Germany, with half - 40 million - of the German population, which stands at around 80 million.). An interesting result is that skill-biased technological progress in favour of complex jobs may help forms creating unskilled vacancies to find more stable workers and, in this way, the unemployment rate of less-educated workers may fall, in contrast with the traditional view of the effects of that type of technological progress. 

B: Training Programmes and Adult Education

This theme concentrates on policies designed to provide adults with skills. These policies may be targeted at the unemployed, or at broader groups of the labour-force in the spirit of ‘life-long learning’. The methodological part of this theme spans over all five themes in terms of possible applications. This theme is organised around three tasks: B1) Methods for evaluation research, B2) Training programmes in member states, and B3) Training programmes in transition economies.

The major methodological question, at the hart of task B1, is how to evaluate the effectiveness of various labour and social policies in situations where there reasons to believe that there is selective participation in programmes.  Richard Blundell (UCL) has a paper in which he discusses the advantages and disadvantages of the four distinct but closely related approaches to the evaluation problem in empirical microeconomics: (i) social experiments, (ii) natural experiments, (iii) matching methods, and (iv) instrumental methods. Similar issues, in the setting of evaluating the effects of labour market programmes on subsequent unemployment in Sweden (B2), are discussed in a paper by Fredriksson and Johansson (Uppsala).

C: Unemployment Insurance and Social Insurance

This theme deals with the interactions between unemployment insurance, social insurance and labour market programmes, and how these policies jointly affect unemployment. It concerns both theoretical (C1) and emprical (C2) work on UI and labour market programmes. The theoretical work will have implications for the other themes as well. 

A fair amount of joint work between the teams has been done on unemployment insurance. The work addresses both the optimal design of UI and the interaction between UI and other insurance systems. Gianluca Violante (UCL) and Pietro Garibaldi (FRDB) worked on the relationship between UI and Severance Payments. Holmlund and Fredriksson (Uppsala) and Boone, van Ours (TI) have discussed the optimal design of UI when monitoring and sanctions are available. There are also several empirical papers from Uppsala and TI on how various aspects of the UI system affects individual unemployment experiences.

The main achievement of the CEPR team, led by Juan Dolado, has been the edition of a special issue of The Economic Journal (2002, vol 112, no.480) involving a symposium with four studies- related to France, Spain, Sweden, and UK- about the role of temporary contracts in providing labour market flexibility in economies subject to different degrees of employment protection legislation. This studies have drawn quite a lot of attention in the press (article by Robert Taylor in Financial Times, January 2002) and received several quotations in the recent OECD Employment Outlook (July, 2002) devoted to temporary employment (Chapter 3: Taking the Measure of Temporary Employment). Overall, the papers in the symposium suggest that the expansion of temporary jobs as a way of increasing labour market flexibility may be undesirable. 

D: Subsidies and Tax Breaks for the Less Skilled

This theme focuses on the effects of subsidies and tax breaks for the less skilled and contains both theoretical and empirical work. At GRECSTA-CNRS, Bruno Crépon (with Rozenn Desplats) has studied the effect of the large increase of payroll tax subsidies for low-wage workers that occurred in France in 1995 and 1996. They have found that, between 1994 and 1997, payroll tax subsidies are associated with very strong employment effects in the economy as well as on other firms outcomes like the stock of capital, the share of unskilled workers and the average labour cost.

E: Work time reductions 

This theme will provide evaluations of work time reductions in different countries and incorporates analyses based both on legislated changes in work time, as well as changes due to collective bargaining. A very important study of work time reductions is provided by Bruno Crépon and  Francis Kramarz (GRECSTA-CNRS). They investigate the effect of the February 1, 1982 mandatory reduction of weekly working hours in France. They show that workers directly affected by the reform were more likely to lose their jobs between 1981 and 1982 than workers not affected by the changes.  The estimates of the impact of this one-hour reduction of the workweek on employment losses vary between 2% and 4%, depending on the methodology or the data used. Furthermore, minimum wage workers were most affected by the changes. These results should help us understand the possible effects of the upcoming mandatory reduction of hours in France, where the maximum weekly working hours declined from 39 to 35 hours beginning in January 2000. Similar programs are envisaged in other European countries, which hope that hours reductions will be an efficient policy for reducing unemployment. 

In addition, Bruno Crépon has started an investigation of the effects of this recent reduction of hours (to 35 hours). The research was delayed by the access to the statistical sources. More precisely, data are now available until 2001. As is well-known, there were multiple waves of working time reduction in France. Crépon with co-authors Marie Leclair and Sébastien Roux both of Insee examines the so-called Aubry 1 agreements that became effective in 1998 and had to be implemented before January 1st, 2000. These agreements generated massive payroll tax exemptions and subsidies mostly for low-wage workers.  In contrast, the agreements that were signed later implied smaller subsidies (Aubry 2) or even none (Aubry 2 précurseurs). Finally, many firms did not sign any agreement. The authors match various administrative data sources to generate a final sample with approximately 30,000 firms. They contrast various techniques to answer the obvious question: are the 350,000 employment that Martine Aubry and the socialist government claim they created thanks to the law real or not ? Their preliminary results show that the answer is negative. Indeed, those firms that signed agreements of the Aubry 1 type are a very highly selected lot. The authors tend to show that with no agreement, these firms might have created more employment mostly because the agreements acted as a negative productivity shock. 

Publication outlets

The research has given rise to 58 working papers distributed in WP series belonging to the institutions to which participants in the Network are affiliated, out of which 19 papers appeared in the CEPR DP series. To date, that research output has produced 53 publications in scientific journals, the distribution of which is as follows:

	Applied Economics
	2
	Journal of the American Statistical Association
	1

	Carnegie-Rochester Conference Series of Public Policy
	1
	Journal of Econometrics
	2

	Economica
	1
	Journal of Economic Perpectives
	1

	Economica 2003
	1
	Journal of Labour Economics
	4

	Economic Journal
	5
	Journal of Public Economics
	1

	Economic Policy
	1
	Journal of Political Economy
	1

	Economics of Education Review
	2
	Journal of Population Economics
	2

	Empirical Economics 2002
	1
	Labour Economics
	2

	European Economic Review
	3
	Labour 
	2

	International Journal of Epidemiology
	1
	Scandinavian Journal of Economics
	1

	International Migration Review
	1
	Oxford Bulletin of Economics & Statistics
	2

	Journal of the American Statistical Association
	1
	Portuguese Economic Journal
	1

	Journal of Applied Social Sciences
	1
	Research in Labour Economics
	1

	Journal of Econometrics
	2
	Review of Economic Dynamics
	2

	Journal of Economic Perpectives
	1
	World Economy
	1

	Journal of the Japanese and International Economies
	1
	Review of Economic Dynamics
	2


Networking

The Network has already organised two workshops (October 5-6, 2001, Milan and October 4-6, 2002, Bonn). 

The first two workshops have been a great success in terms of participation and liveliness of debate, particularly insofar as the interaction between the academics and industry (represented by central banks) is concerned. Planning of the Network’s research and dissemination agenda has been ensured throughout the Network’s life by a series of planning meetings, one in each of the Network’s workshops held so far. 

The next workshop and working meeting will be held in Uppsala in September 2003. A copy of the final programme can be found in Annex III.

Recruitment

In terms of recruitment, -- Young Researchers have been hired or will be hired under pre- or post-doctoral fellowships 

2. Research Highlights

2.1 The Research Programme

Thirty-six months into the contract, work has advanced according to plan. The research results to date are discussed below. The Network has its own website (http://www.cepr.org/research/networks/LERTN/), hosted as part of the CEPR site. The website contains information on the people involved in the Network; research underway and papers produced; job vacancies within the Network; and dissemination of the Network’s output. It also contains links to the teams’ own sites.

The degree of interaction and integration already achieved by this Network should not be underestimated: it has created a coherent group of researchers working in this particular area of economics. In addition, most of the Young Researchers have presented papers at the Network’s workshops, and further benefited from the opportunity to interact with Team Leaders and other senior participants who have pioneered academic work in this area, as well as from being involved in the wider CEPR Network and being able to attend CEPR workshops and conferences other than those directly related to this Network. It is hoped that this interaction will result in further collaborative publications in the later stages of the Network’s life, and should also widen the openings open to young researchers once they complete their period of employment under the auspices of the Network. 

Overall, the Network has progressed well in the first 36 months of its life. Around --% of the total number of contracted man-months have been achieved, compared to the projected 75% at this stage of the Network’s life. 

2.2 Scientific Highlights

The Research and Training Network is organised around the five themes as specified in the Executive Summary:

(1) Youth Education, Youth Programmes and the transition from School to Work

(2) Training Programmes and Adult Education

(3) Unemployment Insurance and Social Insurance

(4) Subsidies and Tax Breaks for the Less Skilled

(5) Work Time Reductions. 

Participants of the Network have been engaged in activities in all these areas in the first 32 months of the network’s life. 

The CEPR team, led by Juan Dolado, has analysed the implications of over-education for the wage distribution and the unemployment rate of high and low-educated -educated workers in countries where a large educational upgrading has taken place in the last two decades, as is the case of Spain. 

The main achievement of the CEPR team, led by Juan Dolado, has been the edition of a special issue of The Economic Journal (2002, vol 112, no.480) involving a symposium with four studies- related to France, Spain, Sweden, and UK- about the role of temporary contracts in providing labour market flexibility in economies subject to different degrees of employment protection legislation. This studies have drawn quite a lot of attention in the press (article by Robert Taylor in Financial Times, january 2002) and received several quotations in the recent OECD Employment Outlook (July, 2002) devoted to temporary employment (Chapter 3: Taking the Measure of Temporary Employment). Overall, the papers in the symposium suggest that the expansion of temporary jobs as a way of increasing labour market flexibility may be undesirable. In the absence of strong employment protection for permanent jobs, as in the UK, temporary jobs are- from the worker´s perspective- bad jobs, with possibly negative long-term careeer implications, particularly for men. Even, when firing costs for permanent jobs are high- as in France or Spain- the expansion of temporary jobs may be undesirable, leading to a high turnover among younger workers which can lead to a rise in unemployment and an increase in uncertainty with negative effects on investment in human capital (e.g., training) and fertility decisions. By contrast, the Swedish study, investigating the surge of temporary employment during the recession of the 1990s, suggests that temporary jobs can provide a useful way to accommodate negative shocks on the labour market insofar as the share of those jobs in total employment declines once the recession is over, since higher growth enhances the incentives of forms to offer permanent contracts so as to retain workers. Finally, the Spanish experience shows that, once temporary jobs get entrenched in a dual labour market because they can be used for regular activities, later reforms to restrict their growth rate can be unsuccessful, unless the differences in severance payments of both types of contracts are severely reduced. 

A second stream of research undergone by the CEPR team relates to the "over-education" phenomenon (workers´educational attaintments are above the jobs´skill requirements) that has taken place in some EU countries, like Spain, where there has been a very rapid tertiary educational up-drive ( the number of undergraduates in Spanish universities is the same as in Germany, with half, 40 m., of the German population, 80 m.). In these circumstances, many high-educated workers end up being mismatched in unskilled jobs, crowding out less-educated workers from their traditional occupations. Further, if mismatched workers search on-the job for better occupations, this may decrease the creation rate of unskilled jobs since they become too unstable. Firms may respond to the higher quit rate by decreasing the wage of mismatched workers or by simply turning down their job applications for being over-educated. An interesting result is that skill-biased technological progress in favour of complex jobs may help forms creating unskilled vacancies to find more stable workers and, in this way, the unemployment rate of less-educated workers may fall, in contrast with the traditional view of the effects of that type of technological progress. 

The Uppsala team has been involved in research concerning all five themes. Roope Uusitalo (Young Researcher) is working on several aspects of youth education in Sweden and Finland. Together with Iida Häkkinen (Young Researcher) he has also been working on the effects of a student aid reform on graduation rates from university education in Finland.

The Uppsala team is been involved in research concerning all five themes. To give some examples under each heading: A) Edin and Holmlund are starting up a major data collection effort to evaluate the effects of the introduction of grade based entrance rules to Swedish high school educations in the Stockholm area. This project is done jointly with Roope Uusitalo (Young Researcher). Edin and Fredriksson are also finishing up a broad policy report on the Swedish school reforms of the 1990’s (jointly with Anders Björklund, Stockholm University, and Alan Kruger, Princeton University). B) Fredriksson and Johansson have worked on methodological issues concerning how to evaluate the effects of labour market programmes on subsequent unemployment. Also, Forslund and co-authors have done a comprehensive survey of the Swedish evidence on the effectiveness of various forms of labour market programmes. C) Holmlund and co-authors have continued their theoretical and empirical work on the effects of unemployment insurance and unemployment. D) Holmlund is doing theoretical work on the effects of the tax system on unemployment. E) Forslund has been working with a student (Nordström Skans) that recently finished a PhD (partly) the effects of bargained work time reductions in Swedish manufacturing.

Roope Uusitalo (Young Researcher) is working on several aspects of youth education in Sweden and Finland. He is currently starting up new projects with senior people at Uppsala (Edin and Holmlund). He has also been working on the Finnish unemployment experience during the 1990s. Together with Iida Häkkinen (Young Researcher) he has also been working on the effects of a student aid reform on graduation rates from university education in Finland. Häkkinen is pursuing a PhD on various topics concerning education in Finland. Mustafa Ulus (Young Researcher) is finishing up his dissertation on unemployment insurance. He is currently working on a theoretical paper concerning the effects of unemployment insurance on labour reallocation.

The Young Researcher at IZA, Hielke Buddelmeyer, has concluded his project on investigating the sensitivity of labour supply to program changes of Dutch disabled workers which resulted in two working IZA papers (one of them to come out soon). Both papers have been submitted for publication. Currently he is involved with three ongoing projects. One project tries to investigates the inherit joint nature of the decision to supply (market) work and care within a household context, acknowledging that care encompasses not only caring for children but also caring for a needy spouse, elderly parents or others. The second project involves the use of data from a randomised experiment in Mexico to analyse the performance of several non-parametric estimators. Particular emphasis is placed on the newly rediscovered Regression Discontinuity design. Preliminary results were already obtained and submitted for the upcoming Royal Economic Society Meeting in Warwick to take place in the spring of 2003. The goal of the third project is to analyse the female labour force participation decision along two dimensions: Over time and by full time, part time and non-participation. Using cutting edge (MCMC) estimation techniques it is possible to explicitly account for the correlation of labour supply over time implying a significant improvement over the current literature. For this analysis the European Community Household Panel is used. Preliminary results have been obtained for Germany and the analysis for several other European countries is now under way.

Euwals and Winkelmann (both IZA) study the apprenticeship period and the first labour market outcomes of a particular cohort of males born between 1960 and 1965. The register data allows the observation of labour market outcomes from 1975 to 1995. They investigate training intensities of apprenticeship programmes, and relate these to retention behaviour, first job durations and post-apprenticeship wages. The quality of the data guarantees new insights in the functioning of the apprenticeship system

At GRECSTA-CNRS, the four team members (Bruno Crépon, Philippe Lagarde, Eric Maurin, and the leader of the team, Francis Kramarz) have worked on several issues. In the “Effect of Payroll Tax Subsidies on Low-Wage Workers on Firm-Level Decisions”, Bruno Crépon (with Rozenn Desplats) has studied the effect of the large increase of payroll tax subsidies for low-wage workers that occurred in France in 1995 and 1996. His analysis has been based on a key treatment variable :  the ex ante changes in average labour costs in 1994 solely due to the changes in the tax subsidies between 1994 and 1997. This ex ante reduction in average labour cost has been computed using the “Déclarations Annuelles de Données Sociales” (DADS) in 1994, an exhaustive employee level file providing us with the wage of each worker in each firm. To evaluate this programme, they have extended the Rubin causal framework to the case where the economic policies involve a continuous treatment and we define the ensuing parameters of interest. They made the assumption of independence conditional on observable and generalise the Rosenbaum and Rubin (1983) propensity score property and have proposed an estimation method based on the implementation of non-parametric series estimators. They have found that, between 1994 and 1997, payroll tax subsidies are associated with very strong employment effects in the economy as well as on other firms outcomes like the stock of capital, the share of unskilled workers and the average labour cost.

In addition, Bruno Crépon and  Francis Kramarz have had an article on the 1982 workweek reduction in France (“Employed 40 Hours or Not Employed 39”) accepted by the Journal of Political Economy. Their paper will come out in the December 2002 issue. In this paper, the authors use longitudinal individual wage, hours, and employment data to investigate the effect of the February 1, 1982 mandatory reduction of weekly working hours in France. Just after François Mitterrand’s election in May 1981, the government decided to increase the minimum wage by 5%. Then, as promised in its electoral program, the socialist government reduced the workweek from 40 to 39 hours. At the same time, it mandated stable monthly earnings for minimum wage workers and recommended the stabilisation of monthly earnings for other workers (recommendations followed by 90% of the firms). They show that workers directly affected by these changes—those working 40 hours in March 1981 as well as those working overtime at the same date —were more likely to lose their jobs between 1981 and 1982 than workers not affected by the changes—those working 36 to 39 hours in March 1981.  Moreover, because the decree enforcing the new standard was issued faster than earlier promises, some firms had no time to complete negotiations and their workers were still working 40 hours after February 1, 1982. They show that these workers were also strongly affected by the reduction in standard hours. The estimates of the impact of this one-hour reduction of the workweek on employment losses vary between 2% and 4%, depending on the methodology or the data used. Furthermore, minimum wage workers were most affected by the changes. This result, consistent with the model, is due to the impossibility of adjusting their monthly wage, which results in excess job destruction and creation. These results should help us understand the possible effects of the upcoming mandatory reduction of hours in France, where the maximum weekly working hours declined from 39 to 35 hours beginning in January 2000. Similar programs are envisaged in other European countries, which hope that hours reductions will be an efficient policy for reducing unemployment. 

In addition, Bruno Crépon has started an investigation of the effects of this recent reduction of hours (to 35 hours). The research was delayed by the access to the statistical sources. More precisely, data are now available until 2001. As is well-known, there were multiple waves of working time reduction in France. Crépon with co-authors Marie Leclair and Sébastien Roux both of Insee examines the so-called Aubry 1 agreements that became effective in 1998 and had to be implemented before January 1st, 2000. These agreements generated massive payroll tax exemptions and subsidies mostly for low-wage workers.  In contrast, the agreements that were signed later implied smaller subsidies (Aubry 2) or even none (Aubry 2 précurseurs). Finally, many firms did not sign any agreement. The authors match various administrative data sources to generate a final sample with approximately 30,000 firms. They contrast various techniques to answer the obvious question: are the 350,000 employment that Martine Aubry and the socialist government claim they created thanks to the law real or not ? Their preliminary results show that the answer is negative. Indeed, those firms that signed agreements of the Aubry 1 type are a very highly selected lot. The authors tend to show that with no agreement, these firms might have created more employment mostly because the agreements acted as a negative productivity shock. 

Finally, Bruno Crépon and Francis Kramarz have finished the construction of a matched employer-employee data base that will allow them to study changes in the minimum wage at the end of the sixties and at the beginning of the seventies. This group has already started to analyse the firm behaviour when faced with hikes in the minimum wage of approximately 20%. 

Eric Maurin has pursued a different research programme focusing on job instability in France.  In a series of papers, jointly written with Pauline Givord, they present their results. In Givord and Maurin (2002), they analyze the changes in the risks of involuntary job loss in France between 1982 and 2002. they find that these risks are higher in the 1990s than they were in the 1980s. We develop an econometric analysis to separate the effects of institutional changes from the effects of new technologies. Their estimates show that the rise in job loss rates is significantly more pronounced in industries that have the largest share of R&D workers and the largest rate of new technologies' users. These findings suggest that technological changes contribute to decreasing the incentive to keep workers for long period of time and to increasing job insecurity.

Givord and Maurin (2003) presents new estimates of the impact of job tenure on wages using a new French matched worker-firm dataset. They develop an identification strategy which relies on one specific feature of the French labor laws. They stipulate that firms, when firing workers, must include as one of their criteria the number of dependent children of their employees. The dataset confirms that workers with a relatively large number of dependent children at the entry in the firm are -ceteris paribus- less likely to be laid off and have on average higher job tenure than their co-workers with a relatively small number of dependent children. Within this framework, the relative number of children at the entry in the firm represents a plausibly valid instrumental variable for identifying the impact of job tenure on wages. Our new IV estimate of the return to job tenure (3.1% per year) is much larger than the OLS estimate (1 %). This result holds true regardless of whether we focus on educated or non-educated workers, men or women. The downward bias which affects OLS estimates suggests that workers who receive relatively high wage offers tend to change firms more rapidly: they tend to have relatively high wages and low job tenure. Regarding trends, this new IV estimator suggests that the returns to job tenure have declined over the nineties in the industries where the share of educated workers is the largest. The technologies that complement highly skilled labor seem to drive a decline in the incentive to keep workers over long periods of time and, as a consequence, a decline in the impact of tenure on wages.

Orietta Dessy was hired at GRECSTA under the RTN auspices October 15, 2001. She spent a year at GRECSTA-CREST. Her work has been supervised by Francis Kramarz. Her work has followed three lines. First, she has continued her descriptive work of wage rigidity in Europe using the European Community Household Panel Survey, available for more than 10 countries (the number of years depending on the country). An article has been completed. It shows the extreme variability of wage rigidity in Europe. In some countries, more than 20% of workers experience wage cuts, even when staying in the same firm, in the same job, under the same of hours (Ireland, or even France). In others, the equivalent number is closer to 5% (Germany for instance). This analysis uses multiple measures of rigidity based on various measures of wages, to assess the robustness of the results. It ends with a small descriptive examination of the potential reasons of this wage rigidity, in particular, the existence of strong unions. 

While at GRECSTA, Orietta Dessy has initiated multiple collaborations on the same questions. This constitutes the second aspect of her research. More precisely, the work conducted with Pierre Biscourp (Crest-Insee) and Nathalie Fourcade (Insee) on wage rigidities has comprised two parts. First, as members of the International Wage Flexibility Project headed by the Federal Reserve Board and the European Central Bank we have studied wage rigidities in France using methods that were common to all the members of the group. As a first step we have reproduced E. Groshen and M. Schweitzer’s analysis of variance using administrative data (the Déclarations Annuelles de Données Sociales, DADS), and presented the results at the October 2001 meeting. During this meeting a more ambitious program was established. The idea was to assess wage rigidities by comparing the observed distribution of wage changes to the desired distribution. Several methods have been tested (method of simulated moments, method of simulated maximum likelihood, analytic maximum likelihood…) but unfortunately none has produced robust results so far. Orietta Dessy has presented the results based on replication of these methods at the Autumn 2002 meeting.

In addition, the same group has developed a more descriptive approach on French data. Orietta Dessy and her co-authors have used two different data sets, the DADS and the French labor force survey (the Enquête Emploi). They have shown that, contrary to the simplest version of the nominal rigidity hypothesis, wage decreases are frequent in France, and that the observed wage stickiness in the Enquête Emploi is mostly due to measurement errors. Then they have tried to study wage decreases further, in connection with workers’ or jobs’ characteristics, or with changes in job conditions. One important step has been to merge information on workers and their job with information on the firm (employment, turnover, profit…). As expected the results show that wage decreases are more frequent in firms with shrinking sales.

Thirdly and finally, Orietta Dessy has started to estimate an econometric model of wage rigidity in the spirit of previous work of Jo Altonji (Yale University). In particular, this has led her to invest extensively in the writing and the programming of a likelihood function. Estimation by maximum likelihood has been attempted. To perform this task, Orietta Dessy has had to learn Gauss, a programming language. Notice that the GRECSTA is an excellent location to start such an investment since so many researchers use this language for their own research.  Notice that Orietta Dessy went to multiple conferences during this year. In particular, she participated in the Ammersee Summer School of 2002 where she presented her first article. 

Per Engstrom, the second young researcher to be hired by the GRECSTA team under the network, has been hired 1st April 2003  and has been staying for a period of 4 months. He has been extensively studying matching models à la Pissarides in which taxation is introduced. He has just attended a conference in Leuven to present his research. He is now back to Uppsala, his alma mater where he has just defended his Phd thesis. 

Theodora Xenogiani, the third young researcher hired by the GRECSTA team under the network will arrive at GRECSTA October 1st, 2003.
At FRDB, Tito Boeri (team leader) and Pietro Garibaldi, have worked on the effects institutional rigidities on shadow employment in south Italy. The paper has been submitted and published in the CEPR discussion series (DP 3433) Pietro Garibaldi and Gianluca Violante (part of the UCL team) have worked on the difference between severance payment and firing taxes on aggregate employment. The paper has been submitted and published in the CEPR discussion paper series (DP 3636). Further, in the area of unemployment assistance, Tito Boeri and Ignacio Conde Ruiz (Young Researcher, FRDB) have worked on the trade off between unemployment benefits and severance payments  Garibaldi also wrote an IZA-published paper with Etienne Wasmer (CEPR) on ‘Labour Market Flows and Equilibrium Search Unemployment’.

The NHH team has been working on several topics over the last year. One of these studies, completed by O. Raaum, Kjell Salvanes (Team Leader), and Erik Ø. Sørensen, was entitled ‘The Neighbourhood is not what it used to be: Has there been equalisation of opportunity across families and communities in Norway?’ Parents influence their children's adult outcomes through economic and genetic endowments, transmission of cultural values and social skills, and through choice of residential location. Using a variance decomposition framework which provides bounds on the effect of families and neighbourhoods, we find important effects of family characteristics as well as residential location on educational attainment and adult earnings in Norway. Families are more important than neighbourhoods as the correlations among siblings are significantly higher than among children growing up in the same local community. Sibling correlations are estimated to be a little lower than for the US, while correlations between neighbourhood children in Norway are found to be significantly weaker than in the US. Unlike previous studies, we also assess changes over time by studying children growing up around 1960 and 1970. While family effects are permanent over time, the impact of neighbourhoods is reduced by half in size from 1960 to 1970 and we link this result to several policy changes in the 1960s aimed at increasing equality of opportunity in Norway. Our results differ from previous US studies, suggesting that the role of families and neighbourhoods in explaining the degree of equality of opportunity and social mobility depends on labour market institutions and redistributive policies. 

The UCL team have produced work on a number of areas in the last year or so as follows:

Richard Blundell has worked on a paper entitled ‘Alternative Approaches to the Evaluation Problem’ in which he has considered four distinct but closely related approaches to the evaluation problem in empirical microeconomics: (i) social experiments, (ii) natural experiments, (iii) matching methods, and (iv) instrumental methods. The first of these approaches is closest to the `theory' free method of medical experimentation since it relies on the availability of a randomised control. The last approach is closest to the structural econometric method since it relies directly on exclusion restrictions. Natural experiments and matching methods lie somewhere in between in the sense that they attempt to mimic the randomised control of the experimental setting but do so with non-experimental data and consequently place reliance on strong independence and/or exclusion assumptions.

Christian Dustmann addressed the question of the limitation of union power and minimum wage laws within the context of the German apprenticeship system. A crucial feature of the system is that - despite training workers in mostly general skills - it is, at least partly, financed by firms. It has been accredited with smoothing the transition from school to work, lowering the youth unemployment rate, and providing incentives for the non-college bound youth to take up post-secondary education. His hypothesis is that it is unions which induce firms to sponsor training. To test this hypothesis, he has set up a model of firm-financed training that incorporates the particular features of the German wage setting system. Based on this model, he has derived empirical implications, and tested them using data on both firms and workers. His results provide strong evidence for the hypothesis.

Stephen Machin has looked at the impact of the minimum wage on both wages and employment in the UK.  The results suggest that the minimum wage raised the wages of a large number of care homes workers, causing a very big wage compression of the lower end of the wage distribution, thereby strongly reducing wage inequality. There is some evidence of employment and hours reductions after the minimum wage introduction, though the estimated effects are not that sizeable given how heavily the wage structure was affected.

Machin also considered to what extent union decline in Britain has been characterised by convergence or divergence in union membership rates for people with different personal and job characteristics. He compared data on individual union membership in 1975, from a period when union membership was high and growing, to data in 2001 data when it is low and has been falling for over twenty years. Some factors of both convergence and divergence are identified which should be useful to many parties, including industrial relations scholars and union organisers. 

As stated before, Gianluca Violante and Pietro Garibaldi (FRDB) worked on Severance Payments. Employment Protection rules have two separate dimensions: a transfer from the firm to the worker to be laid off and a tax paid outside the firm-worker pair. It is well established that with full wage flexibility statutory severance payments (pure transfers) between employers and dismissed employees are neutral (Lazear 1988, 1990). Most of the existing literature makes the implicit assumption that, in the presence of wage rigidity, such mandatory transfers have the same real effects as firing taxes. Their paper showed, in the context of a search model, that this presumption is in general misplaced. It is only correct in the case of extreme wage rigidity, whereas when some (but not full) flexibility in the wage setting at the level of an individual employer-worker match is allowed, the impact of severance payments on unemployment duration and incidence is qualitatively different from that of firing taxes (and its sign depends on the nature of the wage rigidity).

Further details on the research activities are found in the list of publications overleaf.
Networking and Dissemination

Network meetings and workshops
The Network structure has been very instrumental in fostering collaboration in research and scientific interaction.

The Second Workshop was held at IZA on October 4-6, 2002, in Bonn, and was organised by Hielke Buddelmeyer (Young Researcher, IZA), Rob Euwals and Christoph Schmidt.  The workshop was titled “Improving Labour Market Performance: The Need for Evaluation”.

A network-related workshop took place on 23-24 June, 2003, in Frankfurt, entitled “What explains the pattern of Labour Supply in Europe?”.

The next full network conference will take place on 26-27 September, 2003 in Uppsala, entitled “Changing Conditions for Education and Training in Europe”.
Programmes for the Network workshops can be found in Annexes II and III.
Other workshops
A conference was organised by the IFAU in Uppsala on “What are the effects of Active Labour Market Policy?”, Stockholm, October 8, 2001.

European Summer Symposium in Labour Economics

Network team members have also participated in the highly-regarded European Summer Symposia in Labour Economics in 2002 which was organised by CEPR.

Bilateral travel and other visits

Several teams hosted visits from other team members during the first 36 months of the project.

The dissemination of the research of the Network was planned to take place in the first instance through CEPR’s Discussion Paper Series, in order that papers receive the widest possible professional scrutiny, both in the research and the policy communities. On average 500 copies of each Discussion Paper are circulated throughout Europe and the rest of the world. CEPR Discussion Papers are also abstracted widely, and summaries of the papers are also distributed on a monthly basis by electronic mail to over 3,000 individuals. Each Discussion Paper appears on CEPR’s webpage. Highlights of the Centre’s research are featured in its newsletter European Economic Perspectives, which is distributed to over 10,000 members of the policy community and the private sector world-wide.

During the first thirty-six months of the Network’s activities 58 Working/Discussion Papers emanating from the Network were circulated, details and abstracts of which are given in Section 3 below. 

Network Website

The Network also has its own website, which appears as part of the CEPR page, at the address http://www.cepr.org/research/networks/LERTN/. The web page contains details of the Network’s research, publications and meetings, in addition to a full list of the people involved at each node.

Summer Schools

Young Researchers have attended the IZA Summer School in Labour Economics. These summer schools bring together young researchers at European universities who present their research and top senior researchers who give special topics lectures. Kristiina Huttunen (Young Researcher, Uppsala) attended and presented her work during the September 10-16 IZA Summer School. Lectures were organised by Peter Sloan on the economics of low income and low paid work, with an emphasis on labour market segmentation; by Juan Dolado (CEPR) on low-wage employment in Europe and the U.S. over the past three decades as a response to the problem of high and persistent unemployment in Europe; and by Philippe Aghion on recent growth theories based on endogenous technical change that can help to understand the evolution of income inequality.
3. Publications

3.1 List of Joint Publications 

Pietro Garibaldi (FRDB) and Giovanni Luca Violante (UCL), Firing Taxes and Severance Payments in Search Economies: A Comparison, joint with, CEPR Discussion Paper 3636, 2002. 

Pietro Garibaldi (FRDB) and Etienne Wasmer (CEPR), Labor Market Flows and Equilibrium Search Unemployment, IZA Discussion Paper 406, 2002.

K Richardson (Uppsala) and G J van den Berg (TI), The effect of vocational employment training on the individual transition rate from unemployment to work, Working Paper 2002:8, IFAU, Uppsala.

B Sianesi (UCL), Differential effects of Swedish active labour market programmes for unemployed adults during the 1990s, Working Paper 2002:5, IFAU, Uppsala. (Using data from Uppsala.)

3.2 Other related publications of the Network

3.2.1 Uppsala


Fredriksson, P and B Holmlund, “Optimal Unemployment Insurance Design:Time Limits, Monitoring, or Workfare?”, Working Paper 2003:17, Uppsala University.

Fredriksson, P and B Holmlund, ”Improving Incentives in Unemployment Insurance: A Review of Recent Research” Working Paper 2003:10, Uppsala University.

P Fredriksson and P Johansson, "Employment, Mobility, and Active Labor Market Programs", Working Paper 2003:5, Department of Economics, Uppsala University, 2002.

P Fredriksson and P Johansson, "Program Evaluation and Random Program Starts", Working Paper 2003:1, Department of Economics, Uppsala University, 2002.

Fredriksson, P and P Johansson, "Employment, Mobility, and Active Labor Market Programs", manuscript, Department of Economics, Uppsala University, 2002.
K Carling, L Larsson, Does early intervention help the unemployed youth? Working Paper 2002:10, IFAU, Uppsala.

L Calmfors, A Forslund, M Hemström, Does active labour market policy work? Lessons from the Swedish experiences, Working Paper 2002:4, IFAU, Uppsala.

P-A Edin, O Åslund and P Fredriksson, Ethnic Enclaves and the Economic Success of Immigrants - Evidence from a Natural Experiment, CEPR Discussion Paper 2729, March 2001 and Quarterly Journal of Economics, February 2003.

P-A Edin and J Lagerström, “Blind Dates: Quasi-Experimental Evidence on Discrimination”, mimeo, Department of Economics, 2002.

P-A Edin, O Åslund and P Fredriksson, Settlement Policies and the Economic Success of Immigrants, CEPR Discussion Paper 2730, March 2001 and forthcoming in Journal of Population Economics, 2003.

B Holmlund, Labor Taxation in Search Equilibrium with Home Production, German Economic Review, December 2002.

B Holmlund, Unemployment Insurance and Incentives, forthcoming in S Ilmakunnas and E Koskela (eds), Towards Higher Employment: The Role of Labour Market Institutions. VATT Publications 32, The Government Institute for Economic Research 2002, Helsinki

Holmlund, B, “The Rise and Fall of Swedish Unemployment”, Working Paper 2003:13, Uppsala University.

B Holmlund and Donald Storrie, Temporary Work in Turbulent Times: The Swedish Experience, Working Paper 2002:2, Department of Economics, Uppsala University. Forthcoming in Economic Journal.

I Häkkinen, T Kirjavainen and R Uusitalo, School Resources and Student Achievement Revisited: New Evidence from Panel Data, forthcoming in Economics of Education Review, 2002.

I Häkkinen, Returns to Working While at University, seminar paper, November 2002.
I Häkkinen and R Uusitalo, The effect of student aid reform on graduation times: a duration analysis, Working Paper 2003:8, Uppsala University, 2002.

L Larsson, Sick of being unemployed? Interactions between unemployment and sickness insurance in Sweden, Working Paper 2002:6, IFAU, Uppsala.

O Nordström Skans, Age effects in Swedish local labour markets, Working Paper 2002:11, IFAU, Uppsala.

M Ulus, Unemployment Insurance and Labor Reallocation, seminar paper, March 2003.
R Uusitalo, Profit sharing and Productivity, Government Institute for Economic Research, Discussion Papers 276, 2002.

R Uusitalo, Changes in the Finnish wage structure - Will demand and supply do?, Scandinavian Journal of Economics 104, 69-85, 2002.

E Koskela and R Uusitalo, The Finnish unemployment in the 1990’s, manuscript for the CES/Ifo conference European Unemployment, 2002.

3.2.2 Tinbergen Institute 

3.2.3 CEPR

A.Booth, J Dolado, and J. Frank, Introduction: Symposium on Temporary Work, The Economic Journal, 112, 181-188, 2002.

J  Dolado, F Felgueroso and J Jimeno, Youth Labour Markets in Spain: Education, Training and Crowding-Out, European Economic Review 44, 943-956, 2002.

J Dolado, C García-Serrano and J Jimeno, Drawing Lessons from the Boom of Temporary Jobs in Spain, The Economic Journal, 112, 270-295, 2002.

J Dolado, M. Jansen and J Jimeno, A Matching Model of Crowding-Out and On-the-Job Search, CEPR Discussion Paper, 3466, July, 2002.
3.2.4 GRECSTA-CNRS

Brodaty T., Crépon B. et Fougère D. (2002), « Do Long-Term Unemployed Workers Benefit from Active Labor Market Programs? Evidence from France, 1986-1998 », mimeo, CREST-INSEE.

Buchinsky M., Fields G., Fougère D. et Kramarz F. (2002), « Ranks or Franks ? Earnings Mobility in France: 1967-1999 », mimeo, CREST-INSEE.

Buchinsky M., Fougère D., Kramarz F. et Tchernis R. (2002), « Interfirm Mobility, Wages, and the Returns to Seniority and Experience in the U.S.  », Document de Travail CREST-INSEE n°2002-29.

Crépon B., F. Kramarz (2002), Employed 40 hours or Not-Employed 39: Lessons from the 1982 Workweek Reduction in France,  Journal of Political Economy, 110, 6, December, 1355-1389.

Givord P. and E. Maurin, 2002, Changes in Job Security and their Causes: An Empirical Analysis for France, 1982-2002, forthcoming in the European Economic Review.

Givord P. and E. Maurin, 2003, Job Tenure, Wages and Technology: a Reassessment Using Matched Worker-Firm Panel Data, Crest working paper, submitted to the JEEA.

3.2.5 Norges Handelshöyskole, Bergen

Aakvik, Arild, James J. Heckman, and Edward J. Vytlacil (2002), "Treatment Effects For Discrete Outcomes When Responses To Treatment Vary Among Observationally Identical Persons: An Application to Norwegian Vocational Rehabilitation Programs," Journal of Econometrics 2002.

Aakvik, Arild "Estimating the Employment Effects of Education for Disabled Workers in Norway," Empirical Economics 2002
Aakvik Arild, "Assessing the Effects of Labour Market Training in Norway”, mimeo University of Bergen.

Aakvik, Arild, and Egil Kjerstad, "Investment in Human Capital - a Study of Specific and General Training in Norway", mimeo University of Bergen.

Aakvik, A., Kjell Salvanes and Vaage "Measuring the Effect of a School Reform on Educational Attainment and Earnings", mimeo, NHH. 

S Førre and K Salvanes, Employment Effects of Trade and Technical Change: Evidence from Norway, forthcoming in Economica. 

Huttunen, Møen and Salvanes: How destructive is creative destruction? Analysis of lpng-term employment consequences of job loss”, mimeo Norwegian School of economics.

Salvanes and Førre ”Employment effects of trade and technical change: Evidence from Norway.” fortcoming Economica 2003.

Lommerud, Kjell Erik and Steinar Vagstad: «Mommy tracks and public policy: On self-fulfilling prophecies and gender gaps in promotion.» , revise and resubmit Journal of Labor Economics.

Astrid Kunze, The Timing of Working Career and Depreciation of Human Capital, IZA Discussion Paper 509 (6/2002)

Astrid Kunze, The Evolution of the Early Career Gender Wage Gap, CEPR Discussion Paper No.3242 (4/2002)

Nilsen, Salvanes and Sciantarelli ”Employment Adjustment, the Structure of Adjustment Costs, and Firm's Size", mimeo, NHH.

Raaum, Salvanes and Sørensen "The neighbourhood  is not what it used to be: has there been equalisation of opportunitiy across families and communities in Norway"), revise and resubmit Economic Journal.

3.2.6 University College London

R Blundell, M Costa Dias, C Meghir and J Van Reenen, Evaluating the Employment Impact of a Mandatory Job Search Assistance Program, IFS working paper W01/20.

Richard Blundell and Monica Costa Dias (2002) ‘Alternative Approaches to Evaluation in Empirical Microeconomic’, CeMMAP Discussion Paper and also Portuguese Economic Journal, 1, 91-115

Stephen Machin, Alan Manning and Lupin Rahman (2002) Where the Minimum Wage Bites Hard:  The Introduction of the UK National Minimum Wage to a Low Wage Sector, Centre for Economic Performance Discussion Paper Number 544.

Machin, S. (2002a) ‘Factors of convergence and divergence in union membership’, unpublished paper, University College London.

Machin, S. (2002b) Trade Union Decline, New Workplaces, New Workers, forthcoming in H. Gospel and S. Wood (eds.) The Future of Unions, Volume 1, Routledge.

Stephen Machin and Stephen Wood (2002) HRM Substitution: Changes Over Time in HRM Practices, Unions and New Workplaces, mimeo.

3.2.7 IZA

Thomas Bauer, "Arbeitskräftebedarf bei hoher Arbeitslosigkeit (Excess Demand for Workers in Spite of High Unemployment), Berlin et. al.: Springer-Verlag, 2002. (With Holger Bonin, Rene Fahr, Holger Hinte, and Klaus F. Zimmermann.)

Thomas Bauer, "The Economics of Migration. Volume I-IV”, 2002, Edward Elgar Publishing Ltd., Cheltenham. (Editor. With Klaus F. Zimmermann.)

Thomas Bauer "Educational Mismatch and Wages: A Panel Analysis," Economics of Education Review, Vol. 21(3), 2002, 221-229.

Thomas Bauer, "Employment Effects of Payroll Taxes - An Empirical Test for Germany," Applied Economics, Vol. 34(7), 2002, 865-876. (With Regina Riphahn.)

Thomas Bauer, "Portuguese Migrants in the German Labor Market: Performance and Self-Selection," IZA Discussion Paper 20, 1998, forthcoming in International Migration Review. (With Pedro Pereira, Michael Vogler, and Klaus F. Zimmermann.)

H Buddelmeyer (joint with Alex Voicu), Children and Women's Participation Dynamics: Transitory and Long-Term Effects, IZA Discussion Paper 729.

3.2.8 Fondazione Rodolfo Debenedetti

T Boeri and H Brücker, Eastern Enlargement and EU-Labour Markets: Perceptions, Challenges and Opportunities, forthcoming in World Economy.

T Boeri and K Terrell, Institutional Determinants of Labour Reallocation in Transition, forthcoming on the Journal of Economic Perspectives, 2002.

G Bertola and P Garibaldi, Wage Structure and the Size of Firms in Dynamic Matching Models, forthcoming in Review of Economic Dynamics.

P Garibaldi, Job Flows and Cross-Sectional Firm Dynamics: Traditional Measures and Alternative Econometric Techniques, forthcoming in Labour.
Ignacio Conde Ruiz and Vincenzo Galasso, Early retirement" (2003), forthcoming in Review of Economic Dynamics.

Ignacio Conde Ruiz and Vincenzo Galasso  "The Macroeconomics of Early Retirement" (2002) Working Paper 2002, Bocconi University.

Ignacio Conde Ruiz  and Paola Profeta (2002) "What Social Security: Bismarkian or Beveridgean?", Univesidad Pompeu Fabra Working Paper Series, No 633.


4. Comparison with the Project Programme

4.1 Research Objectives

The research objectives remain as they were at the beginning of the project. In particular, the network strives to improve our understanding of the best practices within the current menu of policies fighting unemployment. The fight against unemployment remains a top priority in Europe: in most countries it is high and shows little signs of falling. An examination of different countries shows clearly that a large number and wide variety of policies have been implemented. Furthermore, a growing number of researchers are becoming well-trained in applying new methodology to both experimental and non-experimental data. New micro-datasets, with detailed information on unemployment experiences, programme participation and earnings, are increasingly becoming available. The network is looking to build a strong community of researchers trained in state-of-the-art-techniques and with the capacity of exploiting the new data.
4.2 Methodological Approach and Work Plan

The methodological approach remains as it was in the original proposal, while the work plan also remains on track. 

The participating researchers want to make use of the tools in a large range of methodological approaches, involving theoretical and empirical work, as well as micro and macro analyses. The main focus is on empirical studies using micro data on individuals and firms.

The work plan was divided into the following main tasks:

A) Youth Education, Youth Programmes and the Transition from School to Work

B) Training Programmes and Adult Education

C) Unemployment Insurance and Social Insurance

D) Subsidies and Tax Breaks for the Less Skilled

E) Work time reductions

The project has generally been following the schedule and reaching the milestones as in the contract. The deviations from the breakdown of the tasks formulated in the contract are relatively minor for the network as a whole, but we have identified some changes for the individual nodes. The main change has been the IZA is also active in tasks A1 and C2. 

4.3 Schedules and Milestones 

Table 2 : Project Schedule – Activities and Milestones

	Months elapsed since start date
	Milestone
	Output 

	
	Project begins
	

	1-2
	Recruitment of visiting postdoctoral researchers begins
	Advertisements and recruitment letters issued

	6
	Creation of Network Web-page
	Web page created and updated periodically

	9
	Second wave of recruitment of visiting postdoctoral researchers

Attendance of participating researchers at CEPR/IZA European Summer Symposium in Labour Economics
	Advertisements and recruitment letters – on-going activities

Research Workshop attended by team leaders and other team researchers

	10
	Discussion Papers issued
	Discussion Papers

	11 
	First Research Workshop for network participants
	Research workshop organised in 2nd month in Milan

	13
	Submission of first periodic progress report and cost statement
	Report and cost statements submitted

	16
	Attendance of participating researchers at CEPR/IZA European Summer Symposium in Labour Economics
	Research Workshop attended by team leaders and researchers

	17
	Attendance of Young Researchers at IZA Summer School in Labour Economics
	Summer School attended by three of the young researchers

	22
	Discussion Papers issued
	Discussion Papers

	25
	Submission of second periodic progress report and cost statement
	Report and cost statements submitted

Second Network workshop held in Bonn

	26
	Discussion papers issued
	Discussion Papers

	29
	Attendance of Young Researchers at IZA Summer School in Labour Economics
	Summer School attended by four young researchers

	32
	Submission of Mid-Term report and preparation for Visiting researchers to join participating institutions
	Report prepared and review held in Month 34 (by agreement with Commission)



	33
	Attendance of participating researchers at CEPR/IZA European Summer Symposium in Labour Economics

Discussion Papers issued
	Research workshop attended by team leaders, researchers and four young researchers


Discussion Papers

	34
	Mid-term review meeting and second research workshop for network participants
	Network-related Research workshop held in Frankfurt in Month 31

	36
	Discussion Papers issued 
	Discussion Papers

	37
	Submission of third periodic progress report and cost statement
	Report and cost statement

	41
	Attendance of Young Researchers at Annual Network Summer School in Labour Economics
	Summer School


	43
	Closing network conference
	Conference

	43-48
	Continued dissemination of research output through publication in journals and public meetings
Possible publication of conference volume
	Journal publications; discussion meetings

Conference volume

	45
	Attendance of participating researchers at CEPR/IZA European Summer Symposium in Labour Economics
	Research Workshop

	49
	Submission of final report and cost statement
	Report and cost statement


4.4 Network Organisation and Management

The Network is co-ordinated by Professor Per-Anders Edin (Uppsala University). Together with CEPR staff, Edin ensures that communication among the participating institutions is effective and monitors the network’s progress in achieving its objectives. 

All participants of this Network meet at major conferences throughout the year, in addition to a number of smaller meetings. Details of the major conferences and workshops are given below:

	Date
	Location
	Details

	11-14 September 2002
	Ammersee
	European Summer Symposium in Labour Economics

	4-6 October 2002
	IZA, Bonn
	Second Network Workshop

	23-24 June 2003
	ECB, Frankfurt
	Conference on ‘What Explains the Pattern of Labour Supply in Europe?” organised by CEPR


Young Researchers who become affiliated to the Network also gain from their inclusion in other CEPR activities, including workshops, conferences and the possibility to submit Discussion Papers to the CEPR series. Furthermore, through this inclusion they gain exposure to the high-level international academic economists who participate in CEPR events.

In addition to the above major conferences, numerous bilateral visits have taken place during the first thirty-one months of this project. These include the following (Young Researchers in bold):

	Date
	Person visiting
	Place of visit

	Several occasions
	Gerard van den Berg (TI)
	Uppsala

UCL

	1/3/02
	Per-Anders Edin & Peter Frediksson (Uppsala)
	UCL

	24/2/03– 2/3/03
	Astrid Kunze (NHH)
	IZA

	13-18/01/2003
	Hielke Buddelmeyer (IZA)
	Uppsala


4.5 Connections to Industry

In the context of the work of this Network, 'Industry' can be taken to mean the public and private sector policy community, including central banks, government departments, international institutions etc. 

The network has benefited from close links with the policy community, through collaborative agreements and joint ventures with labour and finance ministries across the network and exceptionally strong ties with state statistical offices. The cooperation has have been excellent in providing data and training young researchers, and has been demonstrated for example in the industry participation in the Steering committee and in the close and established links the partners have with private and public sectors.

For example, in Uppsala, the Young Researchers Roope Uusitalo and Iida Häkkinen are also involved with Institute for Labor Market Policy Evaluation (IFAU, Uppsala) and have been taking part in their seminar series. The IFAU will also be a partner in arranging the September 2003 workshop.

In addition, the CEPR-organised workshop on “What Explains the Pattern of Labour Supply in Europe?” was hosted by the European Central Bank and enabled network researchers to interact with their counterparts in industry and the policy-making community.

Recruitment and Training

4.6 Training Programme

The methods used to integrate the young researchers into the work of the Network have been discussed elsewhere in this report, but they include:

· cross-node supervision

· visits of researchers to other Network partners 

· participation in Network workshops; young researchers are encouraged to chair sessions and act as discussants in addition to presenting their own research

· encouragement to participate in international conferences, including non-Network CEPR events which are related to the young researchers’ work joint research initiatives 

· opportunities to gain teaching experience

· summer schools, e.g. those held at IZA 

The table below illustrates the progress of recruitment in the three years of the network so far.

4.7 Recruitment Effort of the Participants (as of September 2003)

	Partner


	Hired
	Appointment Duration

(Comments)
	Pre- / Post- doc as per budget
	Months promised in budget
	Months provided/ committed to date
	Variance
	Months promised/ committed to date as % of budget

	
	
	
	
	
	
	
	

	Uppsala
	Roope Uusitalo

Iida Hakkinen

Mustafa Ulus
	Jan 02 – June 03 (18 post-doc months)

Jan 02 – Dec 02 (12 pre-doc months)

Feb 03 – July 03 (6 pre-doc months)
	22 pre

18 post
	40
	36
	-4
	90%

	Tinbergen
	
	Two post-docs to start January 1, 2004 for initial period of 8 months each
	12 pre

24 post
	36
	16
	-20
	44%

	GRECSTA-CNRS
	Orietta Dessy

Per Engström

Theodora Xenegiae
	Oct 01 – Sept 02 (12 pre-doc months)

Apr 03 – July 03 (4 pre-doc months)

12 post-doc months from October 2003
	12 Pre

24 post
	36
	28
	-8
	78%

	NHH
	Astrid Kunze

Kristiina Huttunen
	Sept 01 – Aug 04 (18 post-doc months part-time)

Aug 02 – July 03 (12 pre-doc months)
	22 Pre

18 Post
	40
	30
	-10
	75%

	UCL
	Virginia Sanchez

Marco Cozzi

Laurent Gobillon
	Sept 01 – Aug 02 (12 pre-doc months)

Sept 02 – Mar 03 (7 pre-doc months)

Jan 03 – Sep 04 (21 pre-doc months)
	24 pre

20 post
	44
	40
	- 4
	91%

	IZA
	Hielke Buddelmeyer
	Sept 00  – Aug 2003 (36 post-doc months)
	30 post
	30
	36
	0
	100%

	FRD
	Antonio Menezes

José Ignacio Conde-Ruiz

Virginia Hernanz

Franck Malherbet

Cyril Nouveau
	Sept 00 – Mar 01 (7 post-doc months) 

Sept 01 – Dec 01 (4 post-doc months)

Sept 02 – Aug 03 (12 post-doc months)

Nov 02 – Sept 03 (10 pre-doc months)

12 months pre-doc from Oct 2003
	Post-


	47
	45
	-2
	96%



	TOTAL
	
	
	
	273
	225
	-48
	82.41%




Must provide a minimum of 273 months.

Total months provided/committed as of 36 months (two-thirds of total) into the contract = 225 months

5. Proposed Revision to the Contract

We do not anticipate the need for any changes yet, although we require some advice from the Commission on how to transfer any unused funds from Tinbergen Institute to help other teams in the network who have identified future candidates to be hired from Autumn 2003. If this is acceptable to the Commission, we may need to request an extension to the contract to enable the rest of the network to use up the remaining person-months budget.

 Annex I: Second Network Conference

Improving Labour Market Performance: The Need For Evaluation

A CEPR/IZA Workshop

Bonn

4/5 October 2002

Friday 4 October 2002

13.45 – 14.00
Welcome

14:00 – 15:00 
Treatment Choice Based on Semiparametric Evaluation Methods




Markus Frölich (Universität St Gallen)

Discussant:

Øivind Anti Nilsen (University of Bergen)

15:00 – 16:00
The Effect of Benefit Sanctions on the Duration of Unemployment 

*Rafael Lalive (University of Zurich)

Jan C Van Ours (CentER, Tilburg University and CEPR)

Josef Zweimüller (University of Zurich and CEPR)

Discussant: 

Ines Hardoy (Institute for Social Research, Oslo)

16:00 – 16:30
Coffee

16:30 – 17:30
Assessing the Extent of the Randomization Bias in the Canadian Self-Sufficiency Experiment




*Thierry Kamionka (CREST, Paris)




Guy Lacroix (Université Laval)

Discussant:
Rob Euwals (CPB, Netherlands Bureau for Economic Policy Analysis and CEPR)

17:30 – 18:30
Another Look at the Regression Discontinuity Design

Erich Battistin (Institute for Fiscal Studies)

*Enrico Rettore (Università degli Studi di Padova)

Discussant:

Marloes van Zijl (Universiteit van Amsterdam)

19:00


Dinner

Saturday 5 October 2002

09:00 – 10:00
Assisting the Long-Term Unemployed: Results from a Randomised Trial




Robert Breunig (Austalian National University)

*Deborah Cobb-Clark (Australian National University)

Yvonne Dunlop (Victpria University of Technology)

Marion Terrill ( Department of Family and Community Services)

Discussant:
Thomas Andrén (Göteborg University)
10:00 – 11:00
Does Early Intervention Help the Unemployed Youth?

Kenneth Carling, (Institute for Labour Market Policy Evaluation)

*Laura Larsson (Institute for Labour Market Policy Evaluation and Uppsala University)

Discussant: 

Pål Børing (Institute for Social Research, Oslo)

11:00 – 11:30
Coffee

11:30 – 12:30
Does Matching Overcome Lalonde's Critique of Non-Experimental Estimators?




*Jeffrey Smith (University of Maryland)




Petra Todd (University of Pennsylvania)

Discussant:

Per-Anders Edin (Uppsala University and CEPR)

12:30 – 13:30
Lunch

13:30 – 14:30 
Using State Administrative Data to Measure Program Performance



Alexey Gorislavsky (University of Missouri-Columbia)

Peter Mueser (University of Missouri-Columbia)

*Kenneth Troske (University of Missouri-Columbia)

Discussant:

F Alfonso Arellano (Universidad Carlos III)
14:30 – 15:30
Measuring the Effect of A School Reform on Educational Attainment and Earnings




Arild Aakvik (University of Bergen)

*Kjell Salvanes (Norwegian School of Economics and Business Administration)

Kjell Vaage (University of Bergen)

Discussant:

Pierre Cahuc (Université de Paris I and CEPR)

15:30 – 16:00
Coffee

16:00 – 17:00
The Effects of Payroll Tax Subsidies for Low Wage Workers on Firms Level Decisions




*Bruno Crépon (CREST-INSEE)

Rozenn Desplatz (Direction de la Prevision, Ministere des Finances)

Discussant: 

Sandra McNally (Centre for Economic Performance)

17:00 – 18:00
A Low-Key Social Insurance Reform - Treatment Effects for Back Pain Patients in Norway




Arild Aakvik (University of Bergen)
Discussant:

Daniela Andrén (University of Göteborg)

18:00 – 18:15 
Adjournment

Organisers:

Hielke Buddelmeyer (IZA, University of Bonn)

Rob Euwals (CPB, Netherlands Bureau for Economic Policy Analysis and CEPR)

Christoph M Schmidt (Universität Heidelberg and CEPR)

6. Annex II: European Summer Symposium in Labour Economics

Hosted by the Institute for the Study of Labor (IZA)

Ammersee, 11 – 14 September 2002
Organisers: Juan J Dolado, Gilles Saint-Paul and Klaus F Zimmermann

Programme

Wednesday 11 September

12:30


Lunch

14:15 – 15:30
Session One

Wage Bargaining with ON-the-Job Search: A Structural Econometric Model

Pierre Cahuc (Université de Paris I and CEPR)

*Jean-Marc Robin (INRA and CEPR)

Fabien Postel-Vinay (INRA and CEPR)

Discussant:

Barbara Petrongolo (London School of Economics and CEPR)

15:30 – 16:00
Coffee

16:00 – 17:15
Session Two

The Effects of Payroll Tax Subsidies for Low-Wage Workers on Firms Level Decisions




*Bruno Crépon (CREST-INSEE)


Rozenn Desplatz (EUREQua, Université de Paris 1)

Discussant:

Andrea Ichino (European University Institute, Firenze)
17:15 – 18:30
Session Three




Incomplete Wage Posting




*Claudio Michelacci (Centre for Monetary and Financial Studies)




Javier Suarez (Centre for Monetary and Financial Studies)
Discussant:

Juan-José Dolado (Universidad Carlos III and CEPR)

19:00 – 20:15
Dinner

21:00 – 22:15
Session Four

Have Internet Changed the Wage Structure Too?




Jong-Hyuk Kim (University of Hawaii)




*Sang-Hyop Lee (University of Hawaii)

Discussant:
Jörn Steffen Pischke (London School of Economics and CEPR)
Thursday 12 September 

09:30 – 10:45
Session 5




Entrepreneurship




*Edward Lazear (Stanford University)

Discussant:

Andrea Ichino (European University Institute, Firenze)

10:45 – 12:00
Session Six

Interpreting Europe and US Labor Markets Differences: The Specificity of Human Capital Investments

*Etienne Wasmer (ECARES and CEPR)

Discussant: 
Uwe Sunde (IZA)

12:30


Lunch

14:15 – 15:30
Session Seven

Labour Mobility of Immigrants: Training, Experience, Language and Opportunities




Sarit Cohen (Bar-Ilan University)




*Zvi Eckstein (University of Minnesota and CEPR)

Discussant:

Thomas Bauer (IZA and CEPR)

15:30 – 16:00
Coffee

16:00 – 17:15
Session Eight

Waiting for Mr Right: Rising Inequality and Declining Marriage Rates


*Eric D Gould (Hebrew University and CEPR)




Marco Daniele Paserman (Hebrew Unversity)

Discussant:
Alison Booth (University of Essex, The Australian National University and CEPR)

17:15 – 18:30
Session Nine



Sorting Workers Between and Within Industries

John M Abowd (Cornell University, US Census Bureau, CREST, NBER and IZA)




*Francis Kramarz (IZA, CREST and CEPR)

Paul Lengermann (University of Maryland and US Census Bureau)



Sébastien Pérez-Duarte (CREST-INSEE)

Discussant:

Jörn Steffen Pischke (London School of Economics and CEPR)

19:00 – 20:15
Dinner

21:00 – 22:15
Session Ten

Outside Offers and the Gender Pay Gap: Empirical Evidence from the UK Academic Labour Market

David Blackaby (University of Wales, Swansea)

*Alison Booth (Australian National University)




Jeff Frank (Royal Holloway College, University of London)

Discussant:

Rudolf Winter-Ebmer (Universität Linz and CEPR)

Friday 13 September

09:30 – 10:45
Session Eleven

Information Technology and the Knowledge of Elites
*Gilles Saint-Paul (Université des Sciences Sociales de Toulouse and CEPR)

Discussant: 

Fabien Postel-Vinay (INRA, Paris)

10:45 – 12:00
Session Twelve

Ranking of Job Applicants, On-the-job Search, and Persistent Unemployment

Stefan Eriksson

*Nils Gottfries (Uppsala University)

Discussant:

Astrid Kunze (IZA)

12:30  

Lunch

14:15 – 15:30
Session Thirteen

Job Insecurity and Children’s Emancipation: The Italian Puzzle




Sascha O Becker (CESifo, Munich)


*Samuel Bentolila (CEMFI and CEPR)




Andrea Ichino (European University Institute)

Discussant:

Sandra Black (University of California at Los Angeles)

15:30 – 16:00
Coffee

16:00 – 17:15
Session Fourteen




The Struggle over Migration Policy




*Gil S Epstein (Bar-Ilan University and CEPR)




Shmuel Nitzan (Bar-Ilan University)

Discussant:

Asa Rosen (Stockholm University)

17:15 – 18:30
Session Fifteen

Sabotage, loss Aversion and Collusion as Sources of Wage Compression




*Armin Falk (Universität Zürich and CEPR)




Ernst Fehr (University of Zurich, IEW)

Discussant:
Rudolf Winter-Ebmer (Universität Linz and CEPR)

19:00 – 20:15
Dinner

21:00 – 22:15
Session Sixteen




Cannabis and Cocaine, Jobs and Wages




*Jan C Van Ours (CentER, Tilburg and CEPR)

Discussant:
José Enrique Galdón Sánchez (Universidad Publica De Navarra)

Saturday 14 September

09:30 – 10:45
Session Seventeen



Capital as an Origin of Inequality



Andreas Hornstein (Federal Reserve Bank of Richmond)

Per Krussell (University of Rochester, Institute for International Economic Studies and CEPR)

*Giovanni L Violante (University College London and CEPR)

Discussant:
Javier Ortega (GREMAQ,Université des Sciences Sociales de Toulouse and CEPR)

10:45 – 12:00
Session Eighteen

Shadow Activity and Unemployment in a Depressed Labour Market




Tito Boeri (Università Bocconi and CEPR)

*Pietro Garibaldi (Università Commerciale Luigi Bocconi and CEPR) 

Discussant:
José Enrique Galdón Sánchez (Universidad Publica De Navarra)
12:30

Lunch

14:15 – 15:30
Session Nineteen



The Dynamics of Local Employment in France



Pierre-Philippe Combes (CNRS and CERAS, Paris)



`*Thierry Magnac (INRA and CEPR)



Jean-Marc Robin (INRA, CREST and CEPR, Paris)

Discussant:
Eric Maurin (CREST and CEPR)

15:30 – 16:00
Coffee

16:00 – 17:15
Session Twenty

Fixed Term Contracts and the Duration Distribution of Unemployment


Maia Güell (Universitat Pompeu Fabra and CEPR)

Discussant:
Sandra Black (University of California at Los Angeles)

17:15 – 18:30
Session Twenty-One

Does the Representation of Family Decision Process Matter? A Collective Model of Household Labour Supply for the Evaluation of Personal Tax Reform in Spain




*Raquel Carrasco (Universidad Carlos III de Madrid and CEPR)




Javier Ruiz-Castillo (Universidad Carlos III de Madrid)

Discussant:

Regina Riphan (University of Basel and CEPR)

19:00

Dinner

21:00 – 22:15
Session Twenty-Two

Does Subsidised Temporary Employment Get the Unemployed Back to Work? An Econometric Analysis of Two Different Schemes


*Michael Gerfin (University of Bern)


Michael Lechner (University of St Gallen)


Heidi Steiger (University of St Gallen)

Discussant:
Maria Guadalupe (London School of Economics)

Organisers:
Juan J Dolado (Universidad Carlos III and CEPR)



Gilles Saint-Paul (Université des Sciences Sociales de Toulouse and CEPR)



Kalus F Zimmerman (DIW, IZA, University of Bonn and CEPR)

*denotes speaker
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