International

Labour
Office
Geneva
Employment Sector 2010
Employment Working Paper No. 68
The Role of Openness and Labour
Market Institutions for Employment
Dynamics during Economic Crises
Elisa Gamberoni (World Bank)
Erik von Uexkull (ILO)
Sebastian Weber (Graduate Institute of International and Development Studies)
The views expressed in this paper are solely those of the authors and do not
necessarily represent those of the World Bank, its Executive Directors or the
governments they represent, or the International Labour Organization.
Trade and
Employment

Programme



Copyright © International Labour Organization 2010
First published 2010

Publications of the International Labour Office enjoy copyright under Protocol 2 of the Universal Copyright Convention. Nevertheless, short
excerpts from them may be reproduced without authorization, on condition that the source is indicated. For rights of reproduction or
translation, application should be made to ILO Publications (Rights and Permissions), International Labour Office, CH-1211 Geneva 22,
Switzerland, or by email: pubdroit@ilo.org. The International Labour Office welcomes such applications.

Libraries, institutions and other users registered with reproduction rights organizations may make copies in accordance with the licences
issued to them for this purpose. Visit http://wwuw.ifrro.org to find the reproduction rights organization in your country.

ILO Cataloguing in Publication Data

Gamberoni, Elisa; von Uexkull, Erik; Weber, Sebastian

The role of openness and labour market institutions for employment dynamics during economic crises / Elisa Gamberoni, Erik von Uexkull,
Sebastian Weber ; International Labour Office, Employment Sector, Trade and Employment Program. - Geneva: 1LO, 2010

37 p. (Employment working paper ; No.68)

ISBN: 9789221244530 (print); 9789221244547 (web pdf)

ISSN 1999-2939 (print); ISSN 1999-2947 (web pdf)

International Labour Office; Employment Sector

labour market / employment / economic recession / economic implication

13.01.2

The designations employed in ILO publications, which are in conformity with United Nations practice, and the presentation of material
therein do not imply the expression of any opinion whatsoever on the part of the International Labour Office concerning the legal status of
any country, area or territory or of its authorities, or concerning the delimitation of its frontiers.

The responsibility for opinions expressed in signed articles, studies and other contributions rests solely with their authors, and publication
does not constitute an endorsement by the International Labour Office of the opinions expressed in them.

Reference to names of firms and commercial products and processes does not imply their endorsement by the International Labour Office,
and any failure to mention a particular firm, commercial product or process is not a sign of disapproval.

ILO publications and electronic products can be obtained through major booksellers or ILO local offices in many countries, or direct from
ILO Publications, International Labour Office, CH-1211 Geneva 22, Switzerland. Catalogues or lists of new publications are available free
of charge from the above address, or by email: pubvente@ilo.org

Visit our website: http://www.ilo.org/publns

Printed in Switzerland


http://www.ilo.org/publns

Preface

The primary goal of the ILO is to contribute, with member States, to achieve full and
productive employment and decent work for all, including women and young people, a goal
embedded in the ILO Declaration 2008 on Social Justice for a Fair Globalization,* and
which has now been widely adopted by the international community.

In order to support member States and the social partners to reach the goal, the ILO
pursues a Decent Work Agenda which comprises four interrelated areas: Respect for
fundamental worker’s rights and international labour standards, employment promotion,
social protection and social dialogue. Explanations of this integrated approach and related
challenges are contained in a number of key documents: in those explaining and elaborating
the concept of decent work?, in the Employment Policy Convention, 1964 (No. 122), and in
the Global Employment Agenda.

The Global Employment Agenda was developed by the ILO through tripartite
consensus of its Governing Body’s Employment and Social Policy Committee. Since its
adoption in 2003 it has been further articulated and made more operational and today it
constitutes the basic framework through which the ILO pursues the objective of placing
employment at the centre of economic and social policies.’

The Employment Sector is fully engaged in the implementation of the Global
Employment Agenda, and is doing so through a large range of technical support and
capacity building activities, advisory services and policy research. As part of its research
and publications programme, the Employment Sector promotes knowledge-generation
around key policy issues and topics conforming to the core elements of the Global
Employment Agenda and the Decent Work Agenda. The Sector’s publications consist of
books, monographs, working papers, employment reports and policy briefs.*

The Employment Working Papers series is designed to disseminate the main findings
of research initiatives undertaken by the various departments and programmes of the
Sector. The working papers are intended to encourage exchange of ideas and to stimulate
debate. The views expressed are the responsibility of the authors and do not necessarily
represent those of the ILO.

José Manuel Salazar-Xirinachs
Executive Director
Employment Sector

! See http://www.ilo.org/public/english/bureau/dgo/download/dg_announce_en.pdf

? See the successive Reports of the Director-General to the International Labour Conference: Decent
work (1999); Reducing the decent work deficit: A global challenge (2001); Working out of poverty
(2003).

¥See http://www.ilo.org/gea. And in particular: Implementing the Global Employment Agenda:
Employment strategies in support of decent work, “Vision” document, ILO, 2006.

* See http://www.ilo.orglemployment.
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Abstract

Employment effects of the 2008/9 global economic crisis have differed significantly
across countries. As a consequence, an active public debate has emerged on the impact of
external shocks and the role of public institutions and policies in mitigating them. We
contribute to this debate by analyzing the role of integration into the global economy and
different labour market institutions during past phases of global economic downturns as
well as domestic banking and debt crises. We find that domestic debt and banking crises
were much more severe in terms of their impact on employment than global economic
downturns. On average, the reduction in employment growth was more than twice as
strong. Openness to trade is found to have initially deepened the contractionary effects on
employment, but also allowed for a faster recovery. High severance pay dampened the
employment effects of both domestic crises and global economic downturns. High
unemployment benefits were associated with stronger reductions in employment growth,
but the effect seems to be non-linear and driven mainly by countries in the highest 20"
percentile of unemployment benefits.
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1. Introduction

In 2009, world GDP contracted by 1.1%. The economic slowdown was truly global in
the sense that growth declined in every region of the world in comparison to 2007. While
the Developed Economies, Central and Southern Europe, the former Soviet countries, as
well as Latin America and the Caribbean experienced actual recessions, the Rest of the
World experienced lower, but still positive growth. The highest growth rates were
accomplished in East Asia (+6.1%) and South Asia (+5.0%). While global employment
growth was still positive in 2009 (+0.7%), it also slowed down substantially in all regions
of the world except for the Middle East, and turned negative in the most affected regions
(Developed Economies, Central and Southern Europe and CIS).

Table 1: Change in GDP and employment growth during the 2008/9 crisis

Real GDP growth  Employment growth
2007 2009  diff ‘ 2007 2009  diff

World

52 -1 -62 ] 19 0.7 -1.2

Developed Economies and EU 2.6 3.5  -6.2 1.4 -25 -3.9
Central and South Eastern Europe & CIS 7.6 6.5 -141 | 2.1 -2.2 -4.3

East Asia
South East
South Asia

11.2 6.1 -5.1 0.9 0.9 0.0
Asia and the Pacific 6.5 0.5 -6.1 2.5 1.7 -0.8
8.7 5.0 -3.7 2.4 1.8 -0.6

Latin America and Caribbean 5.7 25 -82 2.1 0.2 -1.9
Middle East 6.1 1.4 -4.7 3.0 3.7 0.7
North Africa 5.8 3.7 221 2.7 2.4 -0.3
Sub-Saharan Africa 6.8 1.2 5.7 3.0 2.8 -0.2

Source: ILO Global Employment Trends Jan. 2010

The latest preliminary estimates for 2009 from the ILO's Global Employment Trends
(Jan 2010) suggest an increase in global unemployment by 0.9 percentage points to 6.6%.
While the increase is strongest in the Developed Economies (+2.6%) and Central and
Southern Europe and CIS (+2.0%), all regions of the world experienced an increase in the
unemployment rates due to the slowdown in employment growth.

The 2008/9 crisis clearly had a negative impact on employment, and with growth
recovering around the world, a central question to policy makers remains what the recovery
process of labour markets is likely to look like and what policies can help to support
recovery and buffer future shocks. We attempt to provide some answers to these questions
by looking at previous global economic downturns as well as domestic crises and analyze
their impact on employment and the following recovery process. We also analyze the
impact of a number of institutional variables related to labour markets and the integration of
a country into the global economy on employment growth during crises. Specifically, we
seek to answer the following questions: What explains the apparent differences in the
employment impact of past downturns and crises? Is employment growth in a country
integrated into the global economy more sensitive to shocks? Does economic integration
lead to a more rapid recovery? And how do different labour market institutions affect the
ability of a country to cushion employment growth against external shocks?

2. Literature review

The topic of this paper is related to two strands of literature. The first one deals with
the question of how openness to trade affects the strength and depth of a crisis, whether
domestic or imported from abroad. The second one deals with the question of how a given



shock affects the labour market and the role of labour market institutions in coping with
shocks.

In the context of a global crisis, openness to trade is considered one of the channels for
the propagation of the crisis. Several authors, including Eichengreen et al. (1996), Glick
and Rose (1998), and Kaminsky and Reinhart (1998) find that trade links are the most
important channels of propagation of economic crises. Among the most recent papers in
this literature, Kali and Reyes (2005) combine a network approach with data on
international trade linkages in order to map the global trading system as an interdependent
complex network, with the countries as nodes and trade relationships as links between
them. The authors use the structure of the international trade network as a proxy for
different types of country ties, including credit arrangements and financial flows. Using the
network approach, the authors find that a crisis is amplified to other countries if the
epicenter country is better integrated into the trade network. They also find that other
countries affected by such a shock are in turn better able to dissipate the impact of the
shock if they are well integrated into the network. With respect to the 2008/9 crisis, Rose
and Spiegel (2009) analyze the role of three types of linkages with the US as the origin of
the crisis: trade linkages, foreign asset exposure, and international credit. They do not find
any strong evidence that linkages with the US can be associated with the incidence of the
crisis. Instead, Baldwin (2010) argues that the decline in world trade during the 2008/9
crisis was synchronized across almost all important trading countries as global production
networks reacted to rising uncertainty and companies around the world postponed whatever
investments and purchases they could postpone. Thus, exposure to trade in general, rather
than exposure to a certain market, was probably more important for transmission of the
crisis.

In the context of a domestic crisis, Berman (2009) looks at two channels through
which a crisis affects exports: A change in relative prices, which affects net exports
positively, and a financial effect which reduces net exports due to the presence of a fixed
cost to exports and foreign currency borrowing. He empirically shows that currency crises
affect exports negatively, and it takes around six years for exports to return to their natural
level. This is particularly true for firms highly dependent on external finance or facing high
entry fixed costs to exporting. Similarly, lacovone and Zavacka (2009) analyze the impact
of financial crises on export growth. They distinguish between a supply and a demand
channel. The authors show that banking crises affect export growth negatively in sectors
more heavily dependent on external finance or characterized by a lower share of tangible
assets. The authors also show that supply side effects are distinct to the effects owing to a
drop in demand.

In conclusion, openness to trade seems to play an important but somewhat ambiguous
role both during global and domestic crises. A trade-off seems to exist between exposure to
trade as a source of vulnerability to external shocks vs. importance of access to world
markets for a quick recovery. Similarly, ambiguity may also result from the smoothening of
domestic crises through currency depreciation that can boost net exports vs. drying up of
external finance that can disproportionately reduce exports. While trade shocks can be
specific to a certain market, it appears that in the case of the 2008/9 crisis the trade shock
was a global phenomenon.

A number of previous papers have analyzed the impact of different types of crises on
employment, but mainly focused on domestic crises. Reinhart and Rogoff (2009), using a
sample of thirteen countries, show that as a consequence of a financial crisis, on average,
unemployment rises for almost five years, with an increase in the unemployment rate of
about 7 percentage points at the peak. Knoteck 1l and Therry (2009) find that
unemployment in the US rose between 1 and 4 percentage points during past crises. After
the two most recent recessions (1990-91 and 2001), unemployment did not decline until 16
months after the official end of the 1990-91 and 20 months after the 2001 recession (jobless
recovery). Potential reasons provided by the literature are: a) Long expansion in 1980s and



1990s delayed the organizational restructuring of firms b) The fact that mild recessions are
followed by weak recoveries, thus firms suspend the hiring process, and c¢) labour market
changes, in particular the fact that temporary layoffs more frequently become permanent
layoffs and that just-in-time employment practices (such as using overtime and temporary
contracts) have become more prominent. Forceri and Mourougane (2009) find that in
OECD countries, past crises had permanent effects on employment by increasing structural
unemployment rates. A potential explanation could be hysteresis in unemployment, a
concept first raised by Blanchard and Summers (1986) and recently strongly supported by
Ball (2009). Among the possible avenues for hysteresis effects they discuss are a) insider-
outsider effects where wage-bargaining is dominated by the currently employed and thus
wages are set at a higher level than what would allow unemployment workers retrenched
during the crisis to be re-hired b) a negative impact of long-term unemployed on workers'
skills. To sum up, the literature indicates that crises can have severe, long-lasting, and in
some cases even permanent effects on labour markets.

With respect to role of labour market institutions, Blanchard and Wolfers (2000)
provide an explanation of the observed increasing, yet heterogeneous patterns of
unemployment in European OECD countries by interacting domestic economic shocks
(including total factor productivity and real interest rate) and labour market institutions.
They find that indicators of labour market institutions such as the replacement rate, the
length of unemployment benefits and employment protection all increase the surge in
unemployment resulting from a given economic shock. Using a similar approach, Bertola et
al. (2001) find that the relative decline in the unemployment rate in the US compared to
other OECD countries can be explained by the interaction of shocks and more flexible
labour market institutions, especially with respect to the transmission of shocks to real
wages. Duval et al. (2007) find that policies and institutions associated with rigidities in
labour and product markets dampen the initial impact of shocks but make their effects more
persistent. Additionally, Caballero et al. (2004), based on a sample of 60 countries, find that
employment protection legislation, if properly enforced, slows down the process of creative
destruction and thus the speed of adjustment of employment to shocks. Furceri and
Mourougane (2009) argue that institutions increasing labour market rigidity such as
employment protection legislation significantly increase the impact of an economic
downturn on structural unemployment. However, these studies focus on economic changes
such as fluctuations in total factor productivity and the real interest rate which do not
constitute short-term, mean-reverting phenomena, but bring upon permanent changes and
thus require substantial adjustments in the economy. Thus, they are quite different in nature
to a temporary drop in demand resulting from a global economic downturn or the short
term impact of a banking or debt crisis. Furthermore, the finding that labour market
regulation leads to higher unemployment effects of shocks is not undisputed in the
literature. For example, Baccaro and Rei (2007) and Baker et al. (2004) reject a systematic
relation between labour market institutions and higher unemployment, while Nunziata
(2002) finds a direct impact of labour market institutions on unemployment, but not
through interaction with crises. Bassanini and Duval (2006) find that unemployment
benefits, tax wedges and anti-competitive product market regulation increase aggregate
unemployment, while highly centralized and/or coordinated wage bargaining systems are
estimated to be associated with lower unemployment. Abbritti and Weber (2009)
emphasize the importance of differentiating between institutions that affect the rigidity of
employment and those that affect the rigidity of real wages. They argue that the two have
opposite effects in the sense that real wage rigidity increases the unemployment resulting
from external shocks such as an oil price increase while institutions that lead to
employment rigidity reduce it. Freeman (2007) concludes from a general literature review
that labour institutions do not generally impede economic adjustment. All the studies
reviewed are for OECD countries only, which is probably mainly due to the fact that until
recently, the only panel dataset on labour market institutions with a reasonable time
dimension was for OECD countries. These papers are typically based on panel regressions
with unemployment as the endogenous variable, different combinations of shock and labour
institutions measures as well as their interactions in some cases, and different specifications



with respect to country-fixed effects. The definition of shocks varies substantially, but most
studies use some country-specific definition of shocks and thus focus on the impact of a
shock once it has reached the domestic economy rather than global shocks.

With respect to the 2008/9 crisis, Eichhorst et al. (2010) argue that employment
protection legislation was effective in mitigating the employment losses in a number of
OECD countries, but also warn that in some instances this increased the phenomenon of
labour market duality because the main burden of adjustment was born by workers with
non-standard contracts (such as temporary employment) for which protection does not

apply.

On the effects of labour market institutions in non-OECD countries, Botero et al.
(2004) investigate the impact of employment laws, collective bargaining and social security
laws on a sample of 85 countries and find that heavier regulation of labour is associated
with a larger unofficial economy, lower labour force participation, and higher
unemployment. Djankov and Ramalho (2008) support this view based on an extensive
literature review of recent findings on the impact of labour regulation in developing
countries and their effects on employment. On the other hand, Berg and Cazes (2009),
based on a literature review on market failures and undesirable social outcomes associated
with de-regulated labour markets, contradict the conclusions of Botero et al. (2004). Their
analysis rather suggests that a number of labour market regulations, including minimum
wages, employment policy, and regulation of maximum working hours, produce beneficial
externalities that would lead to market failure if these regulations were to be removed.

Most of the literature on the role of labour market institutions has focused on long-
term employment growth or the impact of shocks that are somehow permanent on
unemployment. There does not appear to be a consensus at this point. Perhaps the main line
of debate is between the ability to adjust to shocks on one hand and the potential social
costs associated with very flexible labour markets on the other. We believe that this debate
points to the importance of understanding the exact nature of a crisis, in particular whether
it induces a permanent shock — which would require adjustment — or temporary effects, in
which case the argument for protecting existing employment becomes stronger.

Our study adds to the literature in a number of ways. First, we extend the discussion of
the role of labour market institutions in adjusting to economic shocks to developing
countries. Second, instead of focusing on the unemployment rate, we use total employment
growth as our dependent variable. This has the advantage that it allows us to isolate the
direct effect of a crisis or downturn on employment by filtering out the effect on labour
force participation which is not feasible when using the unemployment rate. These
fluctuations can be sizable during times of crisis. For example, the latest data from the ILO
Global Employment Trends (January 2010) indicate that labour force participation declined
by up to 1.4% in Sri Lanka while increasing by 0.8% in Estonia during the 2008/9 crisis.
Third, we simultaneously investigate the impact of both global downturns and country
specific crises. This is highly relevant with regard to the 2008/9 crisis, as the pattern in
which the crisis affected some countries combined elements of a global economic downturn
and a domestic banking or debt crises.

3. Stylized facts from past global economic
downturns and domestic crises

Figure 1 shows annual world GDP growth since 1980 in order to identify past
episodes of global economic downturns. One can clearly see slowdowns of GDP growth in
1980-1982 (second oil shock, Volcker deflation), 1991-1993 (Gulf War), 1998 (Asian
crisis) and 2001 (.com bubble and 9/11), even though none of them reached the magnitude
of the downturn in 2008/9. As discussed in the data section, our employment growth data



reaches from 1980 to 2008. Thus, given that we need at least two years of lagged
employment growth to carry out our estimations, the downturn in 1980-82 is not an
effective part of our sample.

Figure 1: Episodes of global downturns

©
) /\
™ \/\/ Asian crisis
Gulf war 911 and
dot.com
© - Second
oil shock
US Subprime
crises
o Average world GDP growth
T T T T
1980 1990 2000 2010

Source: World Bank, World Development Indicators

The following figures show average employment growth around these past episodes of
global economic downturns, as well as for country specific domestic debt and banking
crises during the same time period (as defined by Laeven and Valencia 2008). The graphs
are based on predictions from a fixed effect regression of employment growth on the
respective leads and lags of the two types of crises dummies. Thus, we differentiate
between the two different types of events and control for their potential simultaneity as
global downturns frequently are the trigger for underlying structural problems in an
economy to lead to an acute debt or banking crisis. In the presence of country specific
banking and debt crises, employment growth dropped dramatically at the inception of the
crisis and took on average three years before returning to the pre-crisis level (Figure 2 left
panel). For global downturns, the decline in employment growth was less steep and only
reached its low point in the second year before returning to pre-crisis levels in year three
(Figure 2 right panel). For domestic crises, there appears to be a catch-up phase of faster
employment growth after the crisis, peaking in year four since the beginning of the crisis.

Figure 2: Average employment growth patterns around domestic crises (left) and global downturns (right)
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Developing countries show a smaller drop and faster recovery after domestic crises in
comparison with developed countries (Figure 3 left panel). On the other hand, global
downturns generally affected employment growth in developing countries slightly more
severely (Figure 3 right panel). Reinhart and Rogoff (2009) suggest that emerging markets
generally face lower unemployment owing to financial crises. They argue that this is due to
higher wage flexibility. However, the main factor explaining the stronger impact in
industrialized countries is likely to be the differences in mechanisms to cope with job
losses: In the absence of unemployment benefits and social protection, most people in
developing countries can simply not afford to be unemployed and thus revert to self-
employed or casual employment activities if they lose their formal job. Thus, during a
crisis, the growth rate of informal employment tends to increase in developing countries,
compensating for job losses in the formal economy, which leaves the impression of a lower
overall impact if one does not differentiate between formal and informal employment.

Across countries of the same income group, the impact of global economic downturns
on employment has also varied considerably. For example, during the 1981/2 global
economic downturn and the following debt crisis in many developing countries, Chile and
Korea, at roughly similar per capita income levels (Chile US$ 2,900, Korea US$ 1,800)
went through very different patterns of employment growth. While employment growth in
Chile contracted sharply at the onset of the crisis but recovered quickly, Korea's
employment growth declined more slowly, but remained low for four years. Among
industrialized countries, the United States experienced employment contraction in 1982, but
returned to employment growth around 3% p.a. relatively quickly. Italy experienced a less
sizable contraction of employment in 1982, but employment growth remained sluggish long
after the crisis was over.

Figure 3: Average employment growth patterns in developed vs. developing countries around domestic

crises (left) and global downturns (right)
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A number of factors are likely to affect the impact of a global slowdown or domestic
crisis on a country's labour market. Among the most important ones are labour market
institutions and the state of a country's integration into the world economy. The literature
provides arguments for multiple channels through which trade openness and labour market
institutions affect employment growth in times of crisis which are rather complex and in
some cases may go in opposite directions. The question which of these channels dominate —
and how this perhaps differs at different phases of a crisis — is thus an empirical one which
our methodology is designed to address.



4.

Data

For the definition of the global downturns we take a similar approach to Freund (2009)
who identifies 1982, 1991, and 2001 as episodes of past global economic downturns. We
however relax her definition slightly by considering downturns based on a less profound
reduction in world GDP, yielding 1998 as an additional global downturn period. The
definition of domestic crises is taken from Laeven and Valencia (2008) and refers to
whether a country has either a debt or a banking crisis in the respective year. The
employment data is taken from the ILO's Laborsta and Key Indicators of the Labour Market
databases. We include all countries for which we could construct a consistent and
continuous time series of total employment growth for at least 10 consecutive years within
our observation period 1980-2008. However, we do not make use of the TREND model
simulations in the Key Indicators of the Labour Market database due to the well-known
difficulties with estimating empirical models based on data that was itself generated based
on a modelling exercise. The openness measure is given by the trade (imports + exports)
over GDP ratio taken from the World Development Indicators of the World Bank. Labour
market institutions indicators are taken from an extensive new dataset collected by the
Fondazione Rodolfo Debenedetti. The labour market institutions measures in this dataset
probably have the widest available coverage due to the longer time dimension compared to
the EPL restrictiveness index of the Doing Business Report of the World Bank® and the
wider country coverage compared to the OECD's measures used in most previous studies
on the role of labour market institutions. Our particular interest here is in a measure of
employment protection which captures the costs of laying off workers and a measure of
unemployment benefits. While overall Employment Protection Legislation (EPL) indices
are usually a composite of various dimensions of labour regulations, we prefer to focus on
the dimension which makes lay-offs costly, since this is likely to impact employment
adjustment directly in times of crises. Several overall EPL measures also include the
difficulty of implementing overtime work. To the extent that this is positively correlated
with the general flexibility of adjusting working time, restrictiveness along this aspect is
more likely to lead to job losses rather than helping to preserve jobs. The measure we
employ is the severance pay in terms of months of salary an employer has to pay in case of
dismissal. This data exists for workers that have been employed since nine months, four
years or 20 years. To use all the information of the three maturities we take the principal
component of the three employment lengths. The resulting measure (and the single
dimensions) of lay-off costs are highly correlated with the measure (for employees that
have been working since three years for a company) constructed by Botero et al. (2004) and
several other sub-indices of their EPL measure, including the administrative difficulty of
dismissal. It is however negatively correlated with the difficulty of implementing overtime
work, which explains the lower positive correlation with their overall EPL index. The
measure of unemployment benefits also comes from the Fondazione Rodolfo Debenedetti
and reflects the Gross Replacement Rates, defined as levels of statutory entitlements over
average wages after the first year of unemployment. The calculation closely follows the
methodology of the OECD, which provides the same measure for a smaller sample of
countries.

The analysis has some clear limitations. One limitation is the availability of
employment data with a sufficient time dimension. Our sample contains 50 countries that
fulfil the above described criterion of minimum employment data availability (at least ten

® Note also that the “Employing Workers” indicator of the Doing Business Report is currently
undergoing revisions in response to criticism related to its definition and application in policy
dialogue (see for instance Berg and Cazes (2007) and Lee et al. (2008)).



consecutive years within the observation period). The availability of labour market
indicators reduces this number further to 42 countries. While this limits the generality of
the results, the remaining sample has a fair regional coverage with 7 American (including
all three Northern American countries), 10 Asian, 7 Eastern European and 15 West
European countries and Israel, New Zealand and Australia. However, we do not have
complete data for any African country. The coverage with respect to the level of
development is given by 20 out of 42 countries having high real income above $20,000 (in
PPP), 8 countries between $10,000 and $20,000 and 14 below $10,000. The effective
sample covers 3 global downturn events in 1991 1998 and 2001° and a total of 25 domestic
crises, 10 in OECD members and 15 in other countries.

Our analysis is focused on the effects of a crisis or global downturn on employment
growth and the dynamic adjustment to it. Therefore results are confined to this case and can
neither be generalized to a positive shock nor can any statements about the effect on the
equilibrium level of employment growth be derived from this analysis. We also do not
differentiate the size or extent of a given crisis or downturn, and our estimations do not take
into account differences in terms of the decline or recovery of GDP growth. Furthermore,
given the relatively small sample size, we restrict our estimation process to two lags of the
crisis dummies. Relevant conclusions on the role of policies can therefore only be drawn
for the immediate impact of the crisis and the first two years of recovery. Given the
observed patterns of adjustment, this still captures the main fluctuations in employment
growth caused by a crisis.

5. Estimation approach

We make use of a dynamic model of employment growth. Our focus here is on the
short run adjustment to crises and global downturns and how the impact differs due to
country characteristics, in this case, openness to trade and labour market institutions. In
comparison to a static analysis, this approach has not only the advantage that it explicitly
takes the dynamic nature of employment growth into account, but it is also well suited to
make statements about the speed of the adjustment process and the persistence in the
deviation from trend growth. The general form of the estimation equation is as follows:

Equation 1: Model
Specification

2

2 2
E.=a +pE + ZﬂICCRiC,t—I + z Z7|CCRic,t—| 'OPENi,f Z 27|CCRic,t—| 'POLYi,f +U;

c=G,D I1=0 c=G,D I1=0 c=G,D 1=0

where E stands for employment growth, CR for the crisis dummy, with ¢=G,D reflecting
whether the country experienced in the respective year a global downturn and/or domestic
crisis, OPEN for an indicator of openness, POLY stands for the variables describing labour
market institutions, a for country fixed effects, and the error term is given by u. All
variables carry country (i) and time period (t) subscripts.

® The 1980-82 downturn is not an effective part of the sample as our estimation method requires
lagged employment data for at least two years before the crisis.



The combination of a lagged endogenous variable and country fixed effects causes
OLS estimates to be biased (for a detailed treatment see Nickell (1981) and Arellano and
Bond (1991)). A possible way to address the panel endogeneity bias is to transform the
equation by taking the first difference and apply instrumental variable technique, which is
essentially the Arellano and Bond (1991) estimator. Arellano-Bover (1995) and Blundell-
Bond (1998) improve on the former by using additionally the level equation and a different
set of instruments to form a system GMM estimator. We use the latter method to trace out
the dynamic response of employment to a crisis and to determine how long the economy
takes to revert to trend growth. We also conduct robustness checks based on a simple OLS
and fixed effect estimators, which suffer from the endogeneity bias (which is however
declining in T) but are not sensitive to the choice of the instruments and thus not subject to
potential biases arising from the use of inadequate instruments. The results do not differ
significantly from those estimated with our preferred specification.

6. Results

In the following we proceed by assessing first the average response of employment
growth to different types of crises. In a second step we shed some light on the differential
responses depending on the underlying domestic conditions. To this end we re-estimate
equation 1 allowing for OPEN and POLY to affect the pattern of employment growth,
respectively. The AR test of autocorrelation indicates that there is generally no second
order autocorrelation which makes the use of instruments from the second lag onwards
feasible. Generally we restrict the number of instruments to the set of exogenous variables
and lags of the dependent variable from order two to maximal five. It turns out that no
lagged dependent variable beyond the first lag is significant. Similarly, irrespective of the
crisis definition choice, no lagged crisis dummy is significant beyond the second lag. We
thus decide for an autoregressive distributed lag model of order ADL(1,2).

6.1 The average crisis effect

As a baseline specification, we estimate the model setting yl =0 61=0 for all 1=0,1,2.
This gives us the unconditional average response of employment growth to both global
downturns and domestic crises.7 The right panel of Figure 4 depicts the average pattern for
a global downturn while the left panel shows the response of employment to a domestic
banking or debt crisis. The solid line is the estimated effect from the Arellano-Bover
estimator while the dashed line reflects the implied dynamics from the fixed effect
estimator and the dotted line from the OLS estimation. Confidence bands are computed
using the delta method.

” The results are based on a regression including both global downturns and domestic crises.
Including one set of dummies at a time yields close to identical results. We also tested whether there
is significant interaction between the two by including a third dummy which is the product of the
domestic crisis and global downturn dummy. It turns out that the latter is insignificant. This implies
that if a domestic crisis and a global downturn coincide the total drop in employment growth is the
sum of the drop under a global downturn and a domestic crisis.



Figure 4: Average percentage point deviation of employment growth from its long term trend after domestic
crises (left) and global downturns (right)
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The results point at two major differences between the domestic crises and the global
downturns. Not surprisingly, the reduction in employment growth is more pronounced
during a domestic crisis than under a global downturn, more than two times the extent. The
effect of the global downturn persists longer on average, with the second lag still having a
significant negative impact on employment growth, while employment reverts faster after a
domestic crisis. The similarity between the dynamics under Arellano-Bond estimates and
fixed effect as well as OLS estimate suggest that the bias of the latter estimator is rather
small.

6.2 Therole of openness

To analyze the role of openness we evaluate the response for a low level of trade
(imports + exports) to GDP of 25% and a high openness level, corresponding to 130%. The
respective values are the mean openness level in our sample less one standard deviation or
plus one standard deviation which corresponds roughly to the average openness value for
the US or Pakistan in the low openness case and to the value for the Netherlands or
Bulgaria in the high openness case. We find that in particular during domestic crises, higher
openness at first leads to a stronger reduction in employment growth, but also allows for a
faster recovery. The initial negative response in the case of a debt and banking crisis is
consistent with findings on the importance of access to finance for exporters (See lacovone
and Zavacka (2009) or Berman (2009)). Unlike global downturns, bank and debt crises
have a direct impact on the availability of credit for firms. Since exporters are more
sensitive to changes in external finance conditions, the higher the openness to GDP rate, the
stronger is the importance of the financial constraint, and the more pronounced the impact
on employment. Once the constraints are less binding and the real depreciation allows net
exports to rebound, more open economies can recover more quickly. This channel is also
supported by the different dynamics of export growth in domestic crises vs. global
downturns. In the former the reduction is more pronounced but shows also a more profound
rebound in the following year. Having higher foreign assets (as measured by foreign assets
to GDP) allows countries to generally curb better with domestic crises since it implies a
lower drain on the financial resources, avoiding an investment reduction and thus
dampening the employment reducing effect.
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Figure 5: Percentage point deviation of employment growth from its long term trend for countries with high
vs. low trade openness after domestic crises (left) and global downturns (right)
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Figure 6: Percentage point deviation of employment growth from its long term trend for countries with high
vs. low foreign assets after domestic crises (left) and global downturns (right)
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6.3 The role of labour market institutions

In a first step we analyze the impact of our measure for severance pay on the effect of
a crisis. Again, we compare the response if severance pay is one standard deviation below
the mean with the case in which it is one standard deviation above the mean, holding the

value of openness at its mean.

There is a clear positive association of severance pay with a less pronounced drop in
employment growth.® This is the case for both global downturns and domestic crises.
Countries with a severance pay one standard deviation lower than the average suffer on
average twice as large a drop in employment growth than countries with a severance pay
one standard deviation above the average. Apparently, firms find it more profitable to

¥ See chapter 1 of the IMF World Economic Outlook (2009) for a similar finding for the 2008/09

crisis.
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adjust to a negative shock through lay-offs when severance pay is low. If severance pay is
high, firms find it more costly to adjust through lay-offs, and revert to other means of
adjustment. These could include reductions in wages or working time. Limited availability
of data does not allow us to test this hypothesis for the entire dataset, but for the sub-sample
of countries for which we have data on real wages we do indeed find that these drop more
markedly during a crisis if severance pay is high.

Figure 7: Percentage point deviation of employment growth from its long term trend for countries with high
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In a second step, we investigate to which extent unemployment benefits alter the
response of employment to a crisis by replacing POLY with the share of the previous wage
that unemployment entitlements cover in the first year after losing a job. It turns out that
countries which have higher unemployment benefits suffered on average a more severe
reduction in employment growth during both domestic crises and global downturns. A
potential reason for this finding is that unemployment benefits can act as downward real
wage rigidities (see Campolmi and Faia (2005) or Zanetti (2010) for a theoretical
foundation). If unemployment benefits are high workers resist a downward correction of
wages because they have an outside option and firms faced with high real wages need to
adjust along the extensive margin by reducing the working force. This finding is also
related to the issue of informal employment; workers who do not have access to any type of
social protection or unemployment benefits can simply not afford to be unemployed and
thus have to take up informal employment. Boeri et al. (2008), based on a review of the
literature, point out that this may lead to non-ideal job matches, especially during times of
transformation. Thus, it is possible that unemployment benefits, while increasing
unemployment in the short run, actually contribute to a more efficient labour allocation and
are thus welfare enhancing (Bertola 2009).
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Figure 8: Percentage point deviation of employment growth from its long term trend for countries with high
vs. low unemployment benefits after domestic crises (left) and global downturns (right)
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Our results are also in line with findings by Boeri and Macis (2010), both for
unemployment benefits and severance pay. The authors find that the introduction of benefit
schemes led to higher job turnover rates primarily driven by higher job destruction. They
also find this to be the case particularly in countries where employment protection
legislation is weak.

6.4 Robustness checks

In order to better understand the effects of unemployment benefits and severance pay,
we perform some robustness checks. We exclude once the lower 20th percentile and once
the upper 20th percentile of the distribution to determine whether results are non linear in
the sense that they are driven by countries with either very high or very low unemployment
benefits or severance pay. As Figure 9 in Annex 1 illustrates, results for severance pay are
hardly affected when either excluding the top or the lowest 20th percentile of the
distribution and thus do not appear to be driven by extreme values. For unemployment
benefits, the case is somewhat different. Results are unchanged when excluding the
countries with the lowest benefits, but become insignificant when excluding the countries
with the highest unemployment benefits. Thus it appears that there is a non-linear
relationship between unemployment benefits and their role for cushioning employment. In
particular, unemployment benefits in the top 20" percentile seem to exacerbate the negative
response of employment to a crisis while no significant effect on employment growth is
detected for unemployment benefits in the rest of the distribution.

Finally, we re-estimate the relationships excluding rich countries from the sample by
eliminating any observation for countries with a real GDP per capita income in PPP above
$20,000 (results are reported in Figure 10 in Annex 1). Although this reduces the sample
significantly, to about half the size, we find results to be entirely in line with the results
from the complete sample, although confidence intervals are slightly wider.
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7.

Application to the 2008/9 crisis

With the estimation coefficients for both global downturns and domestic crises at hand
we can simulate the path of employment growth during the 2008/9 crises for any country
with sufficient data availability based on its openness and labour market institutions. While
this approach is certainly insufficient for a comprehensive employment forecast, it is a
useful way to test the applicability of our results to the 2008/9 crisis and to demonstrate the
economic relevance of labour markets institutions and openness in determining the impact
of the crisis. We believe that both the domestic crisis and the global downturn coefficients
are relevant in order to understand the impact of the global economic downturn of 2008/9.
The whole world experienced a decline in global demand, larger in size but comparable in
nature to previous global economic downturns. In addition, in a number of countries,
mainly among the OECD members and former Soviet countries, the financial shock of
2008/9 triggered domestic banking or debt crises. Typically, these countries were affected
more severely in terms of employment growth than countries that "only" experienced the
global demand collapse.

In line with this observation, we make the following assumption to set up our
projection (a summary of the assumptions is given in Annex 2, Table 2): The global
downturn dummy is dated to 2008. Domestic crises came in various shapes in the period
from 2008-2010, including (private external) debt related balance of payment crises with
strong correction in the housing market (Lithuania, Estonia 2008), bank failures or major
stress in the banking sector with the need for bailouts coupled with stress in the housing
market (Ireland, UK, USA in 2008, Germany, Belgium 2009) or severe increases in the
financing of government debt (Portugal, Ireland, Spain 2009) or a quasi default (Greece
2009). While some of these crises are not exactly in line with the definition by Laeven and
Valencia (2008), they are roughly comparable, and we set our domestic crisis dummy
accordingly.

For some countries it is not exactly clear which scenario is more appropriate. These
countries include Germany, Belgium, Italy and Hungary and to some extent Turkey. Italy,
Hungary and Turkey experienced a strong increase in the interest spread on their sovereign
bonds; however, serious refinancing problems arose only in Hungary that also negotiated a
loan from the IMF. Additionally, the Hungarian central bank entered in a swap agreement
with the ECB and the Swiss National Bank to prevent further problems arising from the
rather high debt in Swiss francs of the private sector. Thus, we provide two estimates for
Hungary, one based on only a global downturn and one based on a global downturn and a
simultaneous domestic crisis. Belgium and Germany experienced bank failures. However,
banks were bailed out and thus a domestic banking crisis in the traditional sense was
prevented. It is thus not entirely clear whether the two countries suffered a domestic crisis
or not. We provide estimations based on both scenarios. As expected, the actual
development of employment growth is in between these two responses, which may form a
reasonable upper and lower bound for the further development.

For Austria, France and Sweden, there has also been considerable pressure on the
banking sector. However, we believe that in comparison with the Anglo-Saxon countries
this has been less severe and thus we do not consider these countries to have suffered a
domestic banking crisis. The same applies to Italy. The estimates are thus potentially more
favourable (in fact it turns out that actual employment growth in 2009 for Italy, France and
Sweden turned out worse than what we predict).

Furthermore, we need to make an assumption regarding the medium term employment
growth rate for each country. We use the average growth rate of employment in the
available period until 2006. For the countries which underwent a transformation process in
the 90s, we use the more recent years from 2003 to 2006 as a basis (otherwise growth rates
would be strongly negative). These countries include Estonia, Lithuania, Poland and
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Hungary. All of these countries were undergoing a long period of employment decline in
the 90s and early 2000s with employment falling more than 1% in several years.? Finally,
for Turkey and Korea, we also use the average over the period from 2003 to 2006 due to the
various crises preceding this period.”® While the numbers are in line with the general
presumption that employment in emerging markets will grow faster than in developed
economies, the values for Ireland and in particular Spain may be over optimistic, yielding a
somewhat less severe reduction than a more conservative medium-run employment growth
value would yield.

We use only information up to 2007 to derive the entire path until 2012 and contrast
the predictions to the actual numbers which are available for 2008 and 2009. The
simulations are based on the model which includes openness and severance pay as
explanatory variables. Figure 11 (Annex 3) shows the path of employment growth for
several countries after 2007 under the described assumptions. The solid line shows the
actual value based on ILO data, the dotted line is the prediction starting in 2008.

Our predictions perform reasonably well in nearly all cases were we assume no
domestic crisis. Canada may be regarded as the exception; here, the simulation is more
favourable than the actual growth in 2009. The failure to capture the more serious drop is
probably due to the fact that our approach does not take account of the closeness to and
dependence of Canada on the United States. This implies that despite the enormous trade
collapse and the rather strong world GDP drop, the effect on employment is on average
comparable with what we would expect from historical data.

Simulation results for countries which also experienced a domestic crisis vary in
accuracy. For the United States, Ireland and Lithuania, results are close to the actual data.
While Ireland is predicted to recover faster, the simulations for the US suggest continuously
low employment growth in 2010. The difference in our prediction is caused by the fact that
the US is a rather closed economy while Ireland is highly open and should receive a boost
from net exports. Actual employment growth in the UK declined more moderately than
predicted while for Spain, the actual decline was larger than the prediction. The rather low
predicted decline for Spain is linked to the fact that the official severance pay is rather high.
However, a big share of employment consists of less protected workers in the construction
industry. Thus, the indicator fails to account appropriately for the rather low severance pay
in this particular sector where jobs were shed at significant levels. The over-prediction of
the employment reaction for the UK is potentially due to the failure of our model to account
for all the policy actions that have been taken to counter the impact of the crisis. For
Greece, according to the simulation, 2010 will be the toughest year in terms of employment
growth.

Germany is a particular interesting case with employment growth being much more
resilient to the crisis than most people predicted. In fact, our simulations imply a more
severe employment drop than what can be observed for 2008 and 2009. There are two
reasons which may cause our simulation to deviate from the actual data. The first reason is
that the bailing out of banks and the multitude of stimulus packages are likely to have
reduced the impact of the domestic crisis. If we simulate the employment drop for Germany
assuming only a global downturn and no domestic crisis, we do in fact get much closer to

% For Estonia we exclude also 2006 since it was an outlier with employment growth of more than 6%
19 While Turkey suffered a prolonged period of employment decline for 4 years starting in 2000,

Korea suffered the most severe employment shock in the Asian region in 1998 with a decline of
more than 6%.
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the actual data. Alternatively, it may be argued that the policies implemented by the
German government had a direct impact on the preferred adjustment margin of firms.
Companies reduced working hours and accordingly pay, while the government subsidized
salaries of workers. This made it cheaper for firms to keep the workers and have them work
fewer hours, since firing some (and having the others work fulltime) would have implied
increased costs of searching for qualified new workers once the crisis is over. Similar to
higher severance pay, this policy thus favours the adjustment via wages and hours rather
than quantity of employment. However, this policy measure is not captured in our
severance pay variable. If we simulate the employment growth path under an increased
value of our indicator (assuming that a subsidy to keeping workers has a similar effect to
imposing a cost on laying them off), we can in fact match the employment growth path of
Germany.

Although we believe that the simulation results render support to the hypothesis of the
relevance of openness and labour market institutions for the adjustment path of
employment growth to shocks, some caveats remain: The method is very simplistic and
should not be taken as a forecast, which would have to be based on much more information
than what is available in our framework. In particular, no information on the path of
recovery of the global economy is contained in the predictions. We also do not include the
ad-hoc policy measures that have been taken during the crisis, and thus estimate a ceteris
paribus response had the crisis gone unmitigated rather than a prediction of what can
actually be expected to happen.

8. Conclusions

The global economic crisis of 2008/09 has had severe repercussions for global output.
While employment responses have been similarly dramatic, they did not necessarily mirror
the divergence in output declines one-for-one. Our research provides some explanations for
this divergence that are of relevance for policymaking during crises. First, domestic crises
have a much larger impact on employment growth than global downturns. This emphasizes
that the first and perhaps most important line of defence for countries is to protect
themselves against contagion of financial crises. Sound macroeconomic policies should be
at the core of the defence strategy.

Second, deeper integration into the world economy leads to a deeper and faster initial
slowdown of employment growth, particularly during domestic crises, but also to faster and
sharper recovery. Adopting protectionist policies as a crisis unfolds thus seems like very
bad advice. At the same time, this confirms that trade openness can contribute to higher
volatility in the labour market and thus increases the need for an effective system of social
protection.

In terms of labour market policies, high severance pay seems to have been effective in
encouraging companies to adjust to crises through means other than lay-offs. While not
explicitly tested in our research, we believe that our findings can be generalized to say that
policies that affect the cost-benefit calculation associated with laying off workers can be
quite effective during crises. Apart from severance pay, another example for such a policy
that is often quoted as a success story is the German scheme for “Kurzarbeit”. Under this
program, the government temporarily subsidized schemes for reduced working hours and
thus creates an incentive to keep workers on payroll despite lower demand.

With respect to unemployment benefits, our results are somewhat mixed. Our research
does not call into question the importance of unemployment benefits as a means to protect
workers against the social impact of a crisis. However, it points to a potential trade-off
between maintaining high unemployment benefits and the goal to minimize employment
losses during a crisis. Our results also indicate that the relationship between unemployment
benefits and employment during crises seems to be non-linear with the potentially negative
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effects on driven by the countries with the highest unemployment benefits in the sample.
Additional research on this topic, in particular taking into account the role of informal
employment and potential efficiency losses from sub-optimal job matching in the absence
of unemployment benefits, is highly desirable.

Unfortunately, further research on the topic of this paper remains difficult due to data
limitations. This prevents more accurate research into a number of important questions in
this context, such as the effect of other labour market policies, the impact of crises on
wages, working hours, and informality, and the differences in the employment impact by
industrial sectors. This underlines the need for the international community to continue and
strengthen its efforts to collect and provide high quality data on employment and labour
markets.
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Annex 1

Figure 9: Percentage point deviation of employment growth from its long term trend after domestic crises
(left) and global downturns (right), excluding highest or lowest 20t percentile for policy variables
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Figure 10: Percentage point deviation of employment growth from its long term trend after domestic crises
(left) and global downturns (right), developing countries only
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Annex 2

Table 2: Assumptions for application of estimations to the global crisis of 2008/9

Country Medium-run growth Domestic crisis
Australia 2.03

Austria 0.93

Belgium 0.98 (2009)
Canada 1.60

Estonia 1.22 2008
France 0.68

Greece 0.98 2009
Germany 1.59 (2009)
Hungary 0.38 (2008)
Indonesia 2.16

Ireland 2.23 2008, 2009
Italy 0.44

Japan 0.35

Korea 1.06

Lithuania 1.50 2008
Norway 0.95

New Zealand 1.25

Poland 1.43

Portugal 0.73 2009
Philippines 2.37

Spain 2.26 2008, 2009
Sweden 0.22

Thailand 1.91

Turkey 1.12

United States 1.15 2008
United Kingdom 0.78 2008

All countries are assumed to have experienced a global downturn in 2008.

Source: Medium run growth is defined as the average annual growth rate over the entire sample period, except for former Soviet and Warsaw pact
countries, for which the average is calculated over the period 2003-06 only.
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Annex 3

Figure 11: Employment growth actual vs. projected based on the estimated model, various countries

P

Mew Zealand Australia
Lo -
s A
ST A
oy S %, ) %
/ — oE T \\\ - o
| £ v N
B N B
: £
g B
Lctual Achual
Fredction - Fradotion -
2000 2004 2008 2012 2000 2004 2008 2012
2 2006 010 2002 2006
Morway Japan
T §
{ \ 1'| o ¥
o c £
- E &
— A o |k
v g T . g
\ R Rty
£ v/ : &
Actual Actual
Fradction - Fradction -
2000 2004 2008 2012 2000 2004 2008 2012
2002 2006 010 2002 2006 010
Paland Canada
/'.‘\\ - =
// Yoy
. ""\ 7 NS — i
] / - :
\ e N/ —~ N - =
/ - "E \ °'§
/ \
g \ g
Actusl Artual
Fredction - Fradction -
2000 2004 2008 2012 2000 2004 2008 2012
200z 2006 010 2002 2006 010
Philippines Thailand
fy =
f\
. 5\ __,-’\\
3 Y TN ,.- ci1gE
] \ N - v S NS :
f / ;\/ o L A £
/ - g .5
J E E
-l :
I‘II
Actual Actual
Fradction - Fradotion -
i i
2000 2004 2008 2012 2000 2004 2008 . 2012

010

24



United States

L=
FoE
£
- £
f’ Og
/I B E
I =
! £
!
i &
| | G
i 'E
K w
I
I
Actual !
~o -
Prediction = ¥

2000 2004 2008 2012
2002 2006 2010

Greece

2

Employment growth (in %)

L]

-2

Spain

T T T T
-2 0 2 4
Employment growth (in %)

T
-4

5

2000 2004 2008 2012
2002 2006 2010

Estonia

T T
[ 2
Emgloyment growth (in %)

-2

T
-4

-6

2000 2004 2008 2012
2002 2008 2010

United Kingdom

\
T T
0 2

-2

Employment growth (in %o}

T
-4

\ ;
Actual . ‘\ P
Prediction N

2000 2004 2008 2012

2002 2006 2010

Ireland

4

2

T
-2
Employment growth iin %)

Q

T
-4

-6

Portugal

T T T
0 2 4
Employment growth (in %)

-2

T
-4

2000 2004 2008 2012
2002 2006 2010

Lithuania

2

-
T T
2 0
Employment growth (in %)

<
.
-4

2008 2012
2008 2010

25



Germany

=+
Heg
=
“=
= :lg
5
E
g
| o5
] ‘&
——— Actual N il
Pradiction (globaly v
= = == Pradiction (global & dom) ] rT
-~ Prediction (glokal & dom & adjy v
2000
2002 2006 2010
Hungary
-
| e
#
£
L °§
5
. NE
] :
! B
q T
Actual b
————— Prediction (global) '\\ )
=== == Preciction global & dom} o
2000 2004 2008 2012
2002 2006 2010
Sweden
-
-~
£
3
— - = EII
P =
7 E
o
Lo
Fr
2000 2004 2008 2012
2002 2006 2010
France
L
L e
£
H
e .
=t
e
Achal
Preciction |+
2000 2004 2008 2012
2002 2006 2010

Actual
Pradictien (glabalp

- Prediction iglobal & dom)

[}
Employment growdh (in %)

-2

-4

il 2006

Turkey

-2 i} 2
Employment growth (in )

-4

2

Employment growth (in )

]

-2

Austria

Preciction

0 2
Emplayment growth (in %,

-2

2000

26

2004
2002



Indonesia

T T
[ 2
Ermglaymrient grosth (in %)

T
-2

2008

Source: Actual employment data from ILO. Predictions by authors.

2010

mz

Korea

—
J-'
i
l.
5
]
)
1
T
a
Emgicyrrmnt growth (in %)

2

-2

27






Employment Working Papers

2008

10

Challenging the myths about learning and training in small and medium-sized enterprises:
Implications for public policy;

ISBN 92-2-120555-5 (print); 92-2-120556-2 (web pdf)

David Ashton, Johnny Sung, Arwen Raddon and Trevor Riordan

Integrating mass media in small enterprise development. Current knowledge and good
practices;

ISBN 92-2-121142-6 (print); 92-2-121143-3 (web pdf)

Gavin Anderson. Edited by Karl-Oskar Olming and Nicolas MacFarquhar

Recognizing ability: The skills and productivity of persons with disabilities.
A literature review;

ISBN 978-92-2-121271-3 (print); 978-92-2-121272-0 (web pdf)

Tony Powers

Offshoring and employment in the developing world: The case of Costa Rica;
ISBN 978-92-2-121259-1 (print); 978-92-2-121260-7 (web pdf)
Christoph Ernst and Diego Sanchez-Ancochea

Skills and productivity in the informal economy;
ISBN 978-92-2-121273-7 (print); 978-92-2-121274-4 (web pdf)
Robert Palmer

Challenges and approaches to connect skills development to productivity and employment
growth: India;unpublished C. S. Venkata Ratnam and Arvind Chaturvedi

Improving skills and productivity of disadvantaged youth;
ISBN 978-92-2-121277-5 (print); 978-92-2-121278-2 (web pdf
David H. Freedman

Skills development for industrial clusters: A preliminary review;
ISBN 978-92-2-121279-9 (print); 978-92-2-121280-5 (web pdf)
Marco Marchese and Akiko Sakamoto

The impact of globalization and macroeconomic change on employment in Mauritius: What
next in the post-MFA era?;

ISBN 978-92-2-120235-6 (print); 978-92-2-120236-3 (web pdf)

Naoko Otobe

School-to-work transition: Evidence from Nepal,
ISBN 978-92-2-121354-3 (print); 978-92-2-121355-0 (web pdf) New Era

29



11

12

13

14

15

16

17

18

19

20

21

A perspective from the MNE Declaration to the present: Mistakes, surprises and
newly important policy implications;

ISBN 978-92-2-120606-4 (print); 978-92-2-120607-1 (web pdf)

Theodore H. Moran

Gobiernos locales, turismo comunitario y sus redes
Memoria: V Encuentro consultivo regional (REDTURS);
ISBN 978-92-2-321430-2 (print); 978-92-2-321431-9 (web pdf)

Assessing vulnerable employment: The role of status and sector indicators in
Pakistan, Namibia and Brazil;

ISBN 978-92-2-121283-6 (print); 978-92-2-121284-3 (web pdf)

Theo Sparreboom and Michael P.F. de Gier

School-to-work transitions in Mongolia;
ISBN 978-92-2-121524-0 (print); 978-92-2-121525-7 (web pdf)
Francesco Pastore

Are there optimal global configurations of labour market flexibility and security?
Tackling the “flexicurity” oxymoron;

ISBN 978-92-2-121536-3 (print); 978-92-2-121537-0 (web pdf)

Miriam Abu Sharkh

The impact of macroeconomic change on employment in the retail sector in India:
Policy implications for growth, sectoral change and employment;

ISBN 978-92-2-120736-8 (print); 978-92-2-120727-6 (web pdf)

Jayati Ghosh, Amitayu Sengupta and Anamitra Roychoudhury

From corporate-centred security to flexicurity in Japan;
ISBN 978-92-2-121776-3 (print); 978-92-2-121777-0 (web pdf)
Kazutoshi Chatani

A view on international labour standards, labour law and MSEsS;
ISBN 978-92-2-121753-4 (print);978-92-2-121754-1(web pdf)
Julio Faundez

Economic growth, employment and poverty in the Middle East and North Africa;
ISBN 978-92-2-121782-4 (print); 978-92-2-121783-1 (web pdf)
Mahmood Messkoub

Employment and social issues in fresh fruit and vegetables;
ISBN 978-92-2-1219415(print); 978-92-2-1219422 (web pdf)
Sarah Best, lvanka Mamic

Trade agreements and employment: Chile 1996-2003;
ISBN 978-2-1211962-0 (print); 978-2-121963-7 (web pdf)

30



22 The employment effects of North-South trade and technological change;
ISBN 978-92-2-121964-4 (print); 978-92-2-121965-1 (web pdf)
Nomaan Majid

23 Voluntary social initiatives in fresh fruit and vegetables value chains;
ISBN 978-92-2-122007-7 (print); 978-92-2-122008-4 (web pdf)
Sarah Best and Ilvanka Mamic

24 Crecimiento Econdmico y Empleo de Jovenes en Chile. Analisis sectorial y
proyecciones;
ISBN 978-92-2-321599-6 (print); 978-92-2-321600-9 (web pdf)
Mario D. Velasquez Pinto

25 The impact of codes and standards on investment flows to developing countries;
ISBN 978-92-2-122114-2 (print); 978-92.2.122115-9 (web pdf)
Dirk Willem te Velde

26 The promotion of respect for workers’ rights in the banking sector:
Current practice and future prospects;
ISBN 978-92-2-122116-6 (print); 978-2-122117-3 (web pdf)
Emily Sims

2009

27 Labour Market information and analysis for skills development;
ISBN 978-92-2-122151-7 (print); 978-92-2-122152-4 (web pdf)
Theo Sparreboom and Marcus Powell

28 Global reach - Local relationships : Corporate social responsibility, worker’s rights
and local development;
ISBN 978-92-2-122222-4 (print); 978-92-2-122212-5 (web pdf)
Anne Posthuma, Emily Sims

29 The use of ILS in equity markets: Investing in the work force social investors and
international labour standards;
ISBN 978-92-2-122288-0 (print); 978-92-2-122289-7 (web pdf)
Elizabeth Umlas

30 Rising food prices and their implications for employment, decent work and
poverty reduction;
ISBN 978-92-2-122331-3 (print); 978-92-2-122332-0 (web pdf)
Rizwanul Islam and Graeme Buckley

31 Economic implications of labour and labour-related laws on MSEs: A quick review
of the Latin American experience;
ISBN 978-92-2-122368-9 (print); 978-92-2-122369-6 (web pdf) Juan Chacaltana

31



32

33

34

35

36

37

38

39

40

41

Understanding informal apprenticeship — Findings from empirical research in
Tanzania;

ISBN 978-2-122351-1 (print); 978-92-2-122352-8 (web pdf)

Irmgard NUbler, Christine Hofmann, Clemens Greiner

Partnerships for youth employment. A review of selected community-based
initiatives;

ISBN 978-92-2-122468-6 (print); 978-92-2-122469-3 (web pdf)

Peter Kenyon

The effects of fiscal stimulus packages on employment;
ISBN 978-92-2-122489-1 (print); 978-92-2-122490-7 (web pdf)
Veena Jha

Labour market policies in times of crisis;
ISBN 978-92-2-122510-2 (print); 978-92-2-122511-9 (web pdf)
Sandrine Cazes, Sher Verick

The global economic crisis and developing countries: Transmission channels, fiscal
and policy space and the design of national responses;

ISBN 978-92-2-122544-7 (print); 978-92-2-122545-4 (web pdf)

lyanatul Islam

Rethinking monetary and financial policy:

Practical suggestions for monitoring financial stability while generating
employment and poverty reduction

ISBN 978-92-2-122514-0 (print); 978-92-2-122515-7 (web pdf)
Gerald Epstein

Promoting employment-intensive growth in Bangladesh: Policy analysis of the
manufacturing and service sectors;

ISBN 978-92-2-122540-9 (print); 978-92-2-122541-6 (web pdf)

Nazneen Ahmed, Mohammad Yunus, Harunur Rashid Bhuyan

The well-being of labour in contemporary Indian economy;
ISBN 978-92-2-122622-2 (print); 978-92-2-122623-9 (web pdf)
Praveen Jha

The global recession and developing countries;
ISBN 978-92-2-122847-9 (print); 978-92-2-122848-6 (web pdf)
Nomaan Majid

Offshoring and employment in the developing world: Business process outsourcing
in the Philippines;

ISBN 978-92-2-122845-5 (print); 978-92-2-122846-2 (web pdf)

Miriam Bird, Christoph Ernst

32



42

43

44

45

46

2010

47

48

49

50

A survey of the Great Depression, as recorded in the International Labour Review,
1931-1939;

ISBN 978-92-2-122843-1 (print); 978-92-2-122844-8 (web pdf)

Rod Mamudi

The price of exclusion:

The economic consequences of excluding people with disabilities from the world or
work

ISBN 978-92-2-122921-6 (print); 978-92-2-122922-3 (web pdf)

Sebastian Buckup

Researching NQFs:

Some conceptual issues

ISBN 978-92-2-123066-3 (print), 978-92-2-123067-0 (web pdf)
Stephanie Allais, David Raffe, Michael Young

Learning from the first qualifications frameworks
ISBN 978-92-2-123068-7 (print), 978-92-2-123069-4 (web pdf)
Stepahnie Allais, David Raffe, Rob Strathdee, leesa Wheelahan, Michael Young

International framework agreements and global social dialogue: Lessons from the
Daimler case

ISBN 978-92-2-122353-5 (print); 978-92-2-122354-2 (web pdf)

Dimitris Stevis

International framework agreements and global social dialogue: Parameters and
prospects

ISBN 978-92-2-123298-8 (print); 978-92-2-122299-5 (web pdf)

Dimitris Stevis

Unravelling the impact of the global financial crisis on the South African labour
market

ISBN 978-92-2-123296-4 (print; 978-92-2-123297-1 (web pdf)

Sher Verick

Guiding structural change

The role of government in development

ISBN 978-92-2-123340-4 (print); 978-92-2-123341-1 (web pdf)
Matthew Carson

Les politiques du marché du travail et de I'emploi au Burkina Faso
ISBN 978-92-2-223394-6 (print); 978-92-2-223395-3 (web pdf)
Lassané Ouedraogo et Adama Zerbo

33



51

52

53

54

55

56

o7

58

59

Characterizing the school-to-work transitions of young men and women
Evidence from the ILO school-to-work transition surveys

ISBN 978-92-2-123396-1 (print); 978-92-2-123397-8 (web pdf)
Makiko Matsumoto and Sara Elder

Exploring the linkages between investment and employment in Moldova - A time-
series analysis

ISBN 978-92-2-122990-2 (print); 978-92-2-122991-9 (web pdf)

Stefania Villa

The crisis of orthodox macroeconomic policy

The case for a renewed commitment to full employment
ISBN 978-92-2-123512 (print); 978-92-2-123513 (web pdf)
Mohammed Mugtada

Trade contraction in the global crisis;: Employment and inequality effects in India
and South Africa;

ISBN 978-92-2124037-2 (print); 978-92-2124038-9 (web pdf)

David Kucera, Leanne Roncolato, Erik von Uexkull

The impact of crisis-related changes in trade flows on employment: Incomes,
regional and sectoral development in Brazil;

Forthcoming

Scott McDonald, Marion Jansen, Erik von Uexkull

Envejecimiento y Empleo en América Latina y el Caribe
ISBN 978-92-2-323631-1 (print); 978-92-2-323632-8 (web pdf)
Jorge A. Paz

Demographic ageing and employment in China
ISBN 978-92-2-123580-4 (print); 978-92-2-123581-1 (web pdf)
Du Yang and Wrang Meiyan

Employment, poverty and economic development

in Madagascar

A microeconomic paper

ISBN 978-92-2-1233985 (print); 978-92-2-1233992 (web pdf)
Gerald Epstein, James Heintz, Léonce Ndikumana and Grace Change

The Korean labour market

Some historical macroeconomic perspectives

ISBN 978-92-2-123675-7 (print); 978-92-2-123676-4 (web pdf)
Anne Zooyob

34



60

61

62

63

64

65

66

67

68

69

Les accords de partenariat économique et le travail décent
Quels enjeux pour I’ Afrique de I’ouest et I’ Afrique central ?
ISBN 978-92-2-223727-2 (print); 978-92-2-223728-9 (web pdf)
Eléonore d’Achon, Nicolas Gérand

The great recession of 2008-2009

Causes, consequences and policy responses

ISBN 978-92-2-123729-7 (print); 978-92-2-123730-3 (web pdf)
lyanatul Islam and Sher Verick

Rwanda forging ahead

The challenge of getting everybody on board

ISBN 978-92-2-123771-6 (print); 978-92-2-123772-3(web pdf)
Per Ronna, Elina Scheja,Karl Backeus

Growth, economic policies and employment linkages in Mediterranean countries
The cases of Egypt, Israel, Morocco and Turkey

ISBN 978-92-2-123779-2 (print); 798-92-2-123780-8 (web pdf)

Gouda Abdel-Khalek

Labour market policies and institutions with a focus on inclusion, equal
opportunities and the informal economy - Mariangels Fortuny and Jalal Al
Husseini (Forthcoming)

Les institutions du marché du travail face aux défis du développement: Le cas du
Mali - [pdf 723 KB] - Modibo Traore and Youssouf Sissoko

Les institutions du marché du travail face aux défis du développement : Le cas du
Bénin - [pdf 583 KB] — Albert Honlonkou and Dominique Odjo Ogoudele

What role for labour market policies and institutions in development?Enhancing
security in developing countries and emerging economies;

ISBN 978-92-2-124033-4 (print); 978-92-2-124034-1 (web pdf)

Sandrine Cazes, Sher Verick

The role of openness and labour market institutions for employment dynamics
during economic crises;

Forthcoming

Elisa Gameroni, Erik von Uexkull, Sebastian Weber

Towards the right to work:

Innovations in Public Employment programmes (IPEP);

ISBN 978-92-2-124236-9 (print); 978-92-2-1244237-6 (web pdf)

Maikel Lieuw-Kie-Song, Kate Philip, Mito Tsukamoto, Marc van Imschoot

35


http://www.ilo.org/employment/Whatwedo/Publications/lang--fr/docName--WCMS_144396/index.htm
http://www.ilo.org/employment/Whatwedo/Publications/lang--fr/docName--WCMS_144396/index.htm
http://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_elm/---analysis/documents/publication/wcms_144396.pdf
http://www.ilo.org/employment/Whatwedo/Publications/lang--fr/docName--WCMS_144397/index.htm
http://www.ilo.org/employment/Whatwedo/Publications/lang--fr/docName--WCMS_144397/index.htm
http://www.ilo.org/wcmsp5/groups/public/---ed_emp/---emp_elm/---analysis/documents/publication/wcms_144397.pdf

70

71

The impact of the economic and financial crisis on youth employment:
Measures for labour market recovery in the European Union, Canada and the
United States;

ISBN 978-92-2-124378-6 (print); 978-92-2-124379-3 (web pdf)

Niall O’Higgins

El impacto de la crisis econdmica y financiera sobre el empleo juvenil en

América Latina: Medidas del mercado laboral para promover la recuperacién
del empleo juvenil - [pdf 1961 KB] — Federico Tong

A complete list of previous working papers can be found on:
http://www.ilo.org/employment

36


http://www.ilo.org/employment/Whatwedo/Publications/lang--es/docName--WCMS_149679/index.htm
http://www.ilo.org/employment/Whatwedo/Publications/lang--es/docName--WCMS_149679/index.htm
http://www.ilo.org/employment/Whatwedo/Publications/lang--es/docName--WCMS_149679/index.htm
http://www.ilo.org/wcmsp5/groups/public/---ed_emp/documents/publication/wcms_149679.pdf
http://www.ilo.org/employment

Employment Sector

For more information visit our site:

http://www.ilo.org/employment

International Labour Office
Employment Sector

4, route des Morillons
CH-1211 Geneva 22

Email: edempdoc@ilo.org

37



