






















































































'sBuniy uo ejep 1oy S82IN0S sANBNSILILPE ‘sianaasqol padoydus pue yswAioidwaun uo etep Joy shaaing a0J04 INOQE 8008

“uawioldwa oul m‘so_?_ pue sBuuy 2101 Usamiaq adusiayIp 8y} s' pajewnsa ‘syys qol-ol-qor (p}
“uredg 4oy (£ uolenbs) SN Jo (g uorenba) 1 01 (9)
“Auews Joj (2 uotenba) Fignadr 10 (9 uonenba) 101 ¢ (4)

“(sayewnsa 1)) polsed sy} jo Buuuibag ay) 1e yools Juswhojdwaun ay) Jaao smoyno wawkodwaun (e)
U0 sad | e ySUBISE g uad 1ad § Je soueoyUB)S S3l0USP YSUASE BuQ "seseylualed Ul SINSIIE]S-] WBISISUOI-ISEPSYSOISIaY

Aueuuss) pue N ay) 10} BIEp 16-C861 AUBSA lUledg Jo} BIED p6-£861 AueLEND [S10N

S £t St £ St 151 Gt Gt sqou
£80 ¥70 ¥ 0 ¥ 0 a0 £2°0 220 *zgeo Jeqzy
saf ou ou ou ou ou ou ou saununp awig
sad saf sof saf saf saA saA saA seiuwnp Anunos
(reo) {9#°0)
#000'0- 8000°0- (OX1-)dsar
{6g°t) « (682)

£981°0- £100°0- (a¥-)aar

« (8+7E) (89°t) « (167€) w (28°E) w (128 w (226} o (t8'r)
0800 56200 18800 SZEO0 v0'0 P00 S0'0 1

{+s'0) w (0P'G) w (E12) w {FL9) w (262) « (06T) w (62°2) (96°1)
(IJA  e00 o0¥00°0 £500°0 98000 9000 6£°0 £P0 I+0 {L)A

. (£278) w (L2°E) . (8271)
90000~ £000°0- 520~ {L-)HSNdr
« {£0°5) ez t) . (26°1) (z9°0)

eXre - 100- 0000~ 20000~ 610 . O-1oar

(t+'0) {og°0} {az0) {66°0) {21°1) - (1r2) . (#1°2) . (og2)
(1)r0 200 L0000~ L000'0- 2000'0- 2000°0- 060 580 GL') {t-)n

w (71°9) w (5£°€) « (068°F) - (62°2) (cg°0) (120) - (6r't)
896¢°c- £/28°6- L260'E- 09092 £pe- vLg- . 26'9- 2

(8) {2) (9) () {r) () () (1)

salauesep (2 (e)sarey mong (q SMoIINO wawiojdwaun (e
LUCT EQ + L-H0 29 +1HA LG + 4B = IAG (9
EVA €9 + L4020 + 10 LG + 32 + 2 = ((nd-p ynd)uy (q -
(E-AMUY #G + SA{L-Ur)ur-(L-n)u] £ + (L-Ur)Ur 2G + (1-UN)U) LG + e + 9 = (HO)y (& 'suoyenb patewgsy
(N eyl pue Aueuusy ‘uedg 'synsa. Uorsseibay)
siaeasqor pakojdwz yum uonnadwod oy pue smojpng wawhodwaun

I o

Sejqel -



aspgoyop Jesocuwiny gqol @330 'espqeiocp wonounp yusiukoldweaun Q330 8aunog

N
T T T T T T T k ! _ ©
pusicez? MmeN*
i R
HIOWUS( ¢ . o
opouon ¥ uapams
@oUDa®
e Aone
o
B vsne ©
.ACOE;.WU.
ApmjoN® an® m._uc_u_._m:auzo
I 13
(47 40 % sD) smoluy|

z vz 0z g1 z'l g'0 v'0 00

“ “ W " ; “ i i W _ ©
Aomaay & Sl vomer 106nys0g
. puDLILy* Aupwian® *
¥sn opouon® ocu_uumo‘_._”ﬂm}.o #ewveg * wummhmv:.u_._ufuzo —
B AN esupis®  wnibiag ¢ f031 T°
pUDIRJ®
I uibdg ® N
o]
| 1w
o
1 | 1 | 1 ] ! 4 . n.w
(sa13unoo go30)
J8A0UJNY Ol pue ‘smojy pue s3003s juswAo|dwsun :| [HYHD

(3 30 z so) 1p

dwsun

(41 jo % so)



CHART 2: Job destruction and inflows into unemployment
(OECD countries)
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Chart 3
Effects of Changes in the Strictness of
Employment Security Regulations
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Annex 1

The stationarity of the wage distribution implies that employed not seeking a job will either lose their
current position at the exogenous layoff rate d or continue to be employed without searching. We can
therefore rewrite the value of being employed and not seeking for another job as follows:

W +68d vu’

= 18
1-8(1-d) (1%

e

Similarly, for given T, the value of being short-term unemployed is time-invariant. Hence, we can
solve (5) for Vu® and substitute this expression in (18). This vields:

w(l-8(1-1,)+06d(u-cul(1+0d )(m;-,)

e = . (19)
(1-8) +0d(1-8 -7+ 2m,m,) +0(m,(1-3))

We now turn to the value of being employed jobseeker. Under our assumptions, (7) can be written as
follows:

_ w-c;+0/[(I-d)r;max(Ve, Vj)+d V']

(20)
1-8(1-d)(1-m,)

Vi

Substituting (2) into (3), and noting that Vj is -- for given &; -~ time-invariant, it is straightforward to
show that employed jobseekers stop searching only at wages which are discretely (due to the presence
of search costs) above those currently earned. Notice further that both (2) and (3) are linearly
increasing in the current wage, but Vj at a lower rate than Ve. This can be easily checked by
considering the limiting case where transition probabilities are not state-dependent (that is, n; = m= 7t,=
7, which implies -- by (2), (3) and (4) that also sj = sl = su). In fact, in the latter case:

Sn[1-8+n(d(1+d)-2d]
[(1-8 ) +8(d(1-8 -w(I-2n)+m -Om )(&(I-® -d(]-&)-1)]

Vi, -Vew= 21)

where Vj,, and Ve, denote, respectively, the derivatives of (2) and (3) with respect to the current wage
rate. The numerator of (5) is positive, while the denominator is negative for any positive value of the
discount factor. Finally, when the expected wage rate exceeds the cost of job search (otherwise
nobody would ever search while being employed in our model), we have that Vj is positive for w=0,
while Ve equals zero. Furthermore, both Vj and Ve are linear in current wages. Hence, the above
implies existence and uniqueness of the locus Vj=Ve.

Given that employed differ only by the wage they receive, changes in ; can be assimilated to shifts in
the expected (after-search) wage rate, and will cause an upward shift of the Vj curve, while leaving the
Ve curve unaltered (as shown in Chart 4). It follows that, for larger (lower) m; , the number of

i



employed jobseekers must increase (decrease). The degree by which I will react to changes in 7; will
depend on the shape of the wage distribution and on the position on it of the initial reservation wage,
unless in the case where the wage distribution is uniform.



Annex 2

By implicit function rule, the slope of the UV curve is given by:

£ L]
dsiy. UMV O
oV J* s
oU 5.V @2
MU *(1- J* si(1-U))

where U* stands for the number of unemployed converted into efficiency units (ie., su U+ sl U). A
sufficient condition for the numerator being positive is that 8J#/8U" is negative', whilst the denominator
is negative since sj ¢, V (1-U) ~ sj J < J* by definition. Inspection of higher order derivatives indicate
that the curve is convex towards the origin,

The slope of the VV curve is given by:

ST *
Myz—-Y
SV ‘s
ov__ U (23)
aU -’Y - M v -nm,v
where M. denotes the elasticity of job matching with respect to vacancies. Both numerator and
denominators are negative when 8J#/8U' is negative. Second-order derivatives indicate that the curve
is convex in U,

A marginal change in d, the exogenous layoff rate, would unambiguously shift outwards the UU curve,
In fact, we have that along this curve:

U*n .
SU 1-U+Msu(1-Uy—m*_p)
b J* (24)
LS #®
5d UM VeI*

J*2 BUI

where My« denotes the elasticity of job finds with respect to effective jobseckers. The numerator is
negative insofar as My and (U*/J*) are both less than unit. The denominator is negative as argued
above.

' The case where the UV curve is upward sloping, at least limited to some regions, and the

associated possibility of multiple equilibria is not considered herein for the sake of simplicity.



In the case of the VV curve we have that:

Vo 8t

SU J*nmvsUj.

. oIF @)
Mgy

The numerator of (8) is positive (negative) when the number of effective jobseekers is decreasing
(increasing) in short-term unemployment, while the denominator is negative as discussed above.
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