Contents

1 Introduction ............ ... .. . .. i 1
1.1 Motivation ... 1
1.2 Outline ....... ... 7
1.3 A Previewof Results ............................... 9
2 The Empirics of Inequality and Institutions ......... 11
2.1 Technological Change and Economic Fluctuations ..... 11
2.2 The Empirics of Labor Market Institutions ........... 19
2.3 Empirical Analysis ........... ... .. o i 28
2.3.1 Empirical Methodology .................... ... 28
2.3.2 Estimation Results ............ ... ... ... ... 32
2.4 DiSCUSSION .« ot vttt e 43
3 Technological Change, the Labor Market, and Wage
Inequality .......... ... 47
3.1 Introduction ............. ... 47
3.2 Theoretical Framework ............. ... ... ... ...... 49
3.3 Quantitative Analysis ......... .. ... i, 57
3.3.1 Determinants of Employment .................. o7
3.3.2 Determinants of Wage Inequality ............... 61
3.4 DIiSCUSSION .+ vttt 69



X

4

Contents

Inequality and Employment: Basic Framework ...... 73
4.1 Introduction .......... .. ... i 73
4.2 A Model Without Market Frictions .................. 75
4.3 General Equilibrium ...... .. ... o o o i 80
4.4 Numerical Analysis ........ .. .. ... . .. 81

4.4.1 Function Specification................ ... ... 81

4.4.2 Calibration .......... .. .. . i i 84
4.5 DISCUSSION .+ vt vttt ittt e e 93

Inequality and Employment Under Labor Market

Frictions .......... .. 95
5.1 Imtroduction ........... . . ...l 95
5.2 The Model . ... ... .. i i 97
5.3 Equilibrium Solution ......... ... ... ... o oL 106
5.4 Numerical Analysis ........ .. ... i, 109
5.4.1 Calibration ......... .. ... . i 109
5.4.2 Impulse-Response Analysis..................... 111
9.0 DISCUSSION . . .t vttt 120
Extensions ............. . 123
6.1 Labor Market Policies ............ ... . ... .. .... 123
6.2 Employment Effects of Minimum Wages .............. 125
6.3 Employment Protection Legislation .................. 132
6.3.1 A Revision of the Household’s and the Firm’s
Problem ...... ... .. 133
6.3.2 Equilibrium Solution . ........... ... ... ... ... 136
6.3.3 Calibration ............. ... ... ... 138
6.4 Employment Protection and Minimum Wages ......... 144
6.5 Sensitivity Analysis ........ ... .. .. L 148
6.6 Long Run Policy Effects ............................ 154

0.7 DISCUSSION . . vttt it et 160



Contents XI

7 Conclusion ............ . i 163

7.1 SUMMATY « vttt e 163

7.2 Outlook. ... ..o 170
Symmetric Technological Advances ..................... 175
Data, Sources and Definitions ........................... 179
Solow Residual and Labor Productivity ................. 183
A Brief Description of DYNARE ....................... 187
References. ... ... ... . i 191
Index . ..o e 203
List of Tables . ... i e 206



2 Springer
http://www.springer.com/978-3-540-69955-2

The Employment Effects of Technological Change
Heterogeneous Labor, Wage Inequality and
Unemployment

Rubart, |.

2007, X, 209 p. 54 illus., Softcover

ISEN: 278-3-540-608955-2



