Contents

Preface

Carlo Azeglio Ciampi

Introduction

Nicola Acocella and Riccardo Leoni

1. The role of labour economics and social pacts in

Tarantelli’s thought ..o,
2. The implementation of Tarantelli’s proposals.........c..ccccceveeneenne.
3. The history of social pacts and social pacts in Europe................
4 The significance of industrial relations for

MAaCroeconomMic Performance ..........coceeeeeeeerienienenerereeeenennens
5. For a theory of social pacts ........c.cceceeveerieneinennenicncenceeeeee
6. Alternative solutions to conflicts and sources of a better

macro performance in EUrope ..........coccoeceeveeiiinienieneenenieneene.
7. New contents for a social pact in the age of the

knowledge eCONOMY .......cccceveeriiiiinienieniieieeieeee e
ACKNOWIEAZEMENLS .....eeeneiiiiiiiiiieiieeeeeeetee e
REfEIeNCES ...

1 ‘Doing good’. Ezio Tarantelli’s Approach to Political Economy

PART I: SOCIAL PACTS IN TARANTELLI’'S THOUGHT

Pierluigi Ciocca

1.1  Beyond monetarism: the role of institutions in shaping

€CONOMIC POLICIES ..euvieieiieiieieeie et
1.2 The theory at work. The reform of wage indexation...................
1.3 DId it WOTK? .ottt
1.4 An interpretation of the disinflation process in the longer

term (1980—1998)......coiriiieieieniinieereeceeccee s
1.5 ‘D0oing g00d’ ....coeimiiiiieiieieeieeieeeeeee et
REfEIENCES ...ttt

2 The 1960s and Ezio’s Awakening to the Social Problems of Italy

Mario Sarcinelli

2.1
22

Some biographical NOLES ..........coveeriiiiriieriiiiiienieeeeeie e
The demand for a policy of structural reforms............ccccceeeneene.

...... 18



viii  Contents

2.3 The demand for a policy of empowerment ..........c..cecceceeveeveeenennee
2.4 A fInal 1oUNUD ..coviiiiriiiciecccc e
REfEIENCES ...ttt

PART II: THE IMPLEMENTATION OF TARANTELLI’S PROPOSALS

3 Employment Growth in Italy in the 1990s: Institutional
Arrangements and Market Forces

Andrea Brandolini, Piero Casadio, Piero Cipollone, Marco Magnani,
Alfonso Rosolia and Roberto Torrini

3.1 INErOAUCHION ..c..eoiiiiiiiiiriteicecec ettt s s
3.2 The legacy of Ezio Tarantelli........c.ccocceveevieneenieninencnineneeeeeeenn
3.3 The labour market in the 1990s.........cccceeerirciirvienienieneeeeieeee
3.4  Wage moderation and flexibility.........cccccovenenenininiininieecieienienenn
3.5 The burden of fleXibility .......cccceeviiriemieniriiinienieriereereee e
3.6  Epilogue: back to Tarantelli.......c..coceeceeeevveneenienenenininencceeeeene
REfEIENCES .....eonviriiiiieiieiiet e e
4 The July Protocol and Economic Growth: The Chance Missed........cceeeuns
Leonello Tronti
4.1 The big ChancCe ........ccocceviiiiiiiniiiiieieeeeeteteeee et
4.2 Income distribution to factors and wage growth...........c.ccoeceeveveneen.
4.3  Wage moderation and COMPELitiVeNEsS......cccuervereererruereeneenieenienne
4.4  High profits, booming employment, low investments:
how t0 10se COMPELIIVENESS. ....cevereeriieriieniieieeieeiteieeeete e
4.5  Growthless emplOymMENt ........cccceecveeriieeniienieiniierieenieeseeeriee e
4.6  Productivity, innovation and relational goods.......c...ccccceceereerrennne
4.7  The weakening of SOCial PACES .....ccevererieienienienenenereeeeeereeene
4.8 Incomes policy and zero growth: starting over? ...........cocceeceeveeuene
RETEIENCES ...ttt

5 The ’93 July Agreement in Italy: Bargaining Power, Efficiency
Wages or Both?

.92

Annalisa Cristini and Riccardo Leoni

5.1 INtrodUCtioN........coivuiviiiiiiiiiiiiiiiecccce
5.2 A model of decentralised bargaining and efficiency

WAZES -eoverveneeretenterertenterersestetessestesesaenteresaestesesaestesesaeseesesaenterenaeneenens
5.3 Empirical model, methodological issues and data ...........ccccccevenee.
54 RESUILS ..o
5.5 CONCIUSIONS....coctiiiiiniiriieiteieetetetente ettt ettt et v eanennens
APPENAIX .ottt
REFEIENCES .....eeieeeiieeiieeeeee ettt st



Contents  ix
PART III: SOCIAL PACTS IN EUROPE
6 Wage Bargaining Institutions in Europe. A Happy Marriage or
Preparing for Divorce? 123
Jelle Visser
6.1 INtrOdUCHION ...c..eoiiiiiiieiieiieteeeeee e 123
6.2  Tarantelli’s first-best and second-best approach ...........cccceeeeueenen. 125
6.3  Wage bargaining inStitUtionsS..........ceevueerveerieeenieenieenieeseeesieeseeens 129
6.4 Wage bargaining institutions in Europe: how stable are
EREY 7 ettt 147
REEICNCES ...ttt e 152
PART IV: INDUSTRIAL RELATIONS
AND MACROECONOMIC PERFORMANCE
7 Wage Setting Institutions and Economic Performance 159
Carlo Dell’Aringa
7 G 18 (0T L1 5 o) s WSRO 159
7.2 First question: what is the relation between industrial
relations and macroeconomic performance?..........c..cocceveeereeeennens 159
7.3 Second question: why is collective bargaining becoming
decentraliSed? ........coceeiiiienieeee e e 165
REEICNCES ....onveiniieiiieiiieteetee et 172
8 Loops Learning and the Phillips Curve 175
Piero Ferri
8.1 INtrOdUCHION ...c..eetieiiriieieriteeeeee ettt 175
8.2  Tarantelli’s framework ...........cccceeoeriiniiniiiie e 177
8.3  The supply equation and the labour market ...........cc.ccceeeverienennnen. 178
8.4  Closing the Model .........ccoceeeeieniiiiininininieeccccecsese e 180
8.5 The steady state values of the model............ceccvevirciinieninnieieene 182
8.6  Simulating the dynamicCs .........ccccevervierierieniiniiiietereeeeeeeene 183
8.7 Bounded rationality and the learning process .........ccoccceevveerveennenn. 186
8.8 A more complex dynamics.........ccoceevervierierieneeniieieeieneeneeseeenn 188
8.9  Concluding remarks .........cccueeveeinieriiieinieeieeeeeeee e 190
APPENAIX ..ttt s 191
REfEIENCES ...ttt 193
9 Wage Inequality in Europe: the Role of Labour Market and
Redistributive Institutions 195
Elisabetta Croci Angelini and Francesco Farina
9.1 INtrodUCHION ...c..eiiiiiieiieiicteeteeeeee et 195
9.2 Employment rates and wage inequality in Europe...........ccc.c.c...... 196
9.3 A view on labour market regulation and redistributive
INSttUtions in BUrOPe .......ccccevieviiiiiiiiiiiinieieceeiceeeecee e 200
9.4  Heterogeneity across redistributive SyStems ..........cceecveerveeerveennenns 201
9.5 Redistribution and wage inequality ..........cccceceevvevvenenineneneneeenne. 205



X

Contents

9.6 Wage inequality in Europe: a regression model with the

LIS database.....c...coeerueemeeniiriineenieeiieieeeeseeseee ettt 207
9.7 Wage inequality in Europe: a regression model with the
ECHP database.........cocceveeuiriiniinieiieieeiereeseenieee et 212
0.8 CONCIUSIONS ....eentientieitieiiieiteriteeee ettt 215
RETEIENCES ...ttt 216
PART V: FOR A THEORY OF SOCIAL PACTS
10 Searching for the EU Social Dialogue Model 221
Richard B. Freeman
10.1 INtrOdUCHION ....couvieiiiiiiiieiieteereeeere ettt 221
10.2 The tWO €CONOMIC SYSLEMS. ....eeviruriruienieenieeieeienieenieenteeieeieseesaee e 223
10.3 The social dialogue model and efficient bargaining..............cc......... 226
10.4 Laboratory experiments and behavioral economics..........c..ccccuee.e. 230
10.5 Game theory and institutional design.........ccccceevvueeriieirieeniieenieennenne 233
10.6 CONCIUSION. ..cutiiiiiiiiriieiieieeieec ettt 236
REEICNCES ..ottt s 236
11 From First- to Second-Generation Social Pacts 239
Nicola Acocella, Giovanni Di Bartolomeo and Patrizio Tirelli
11,1 INtrOdUCHION c...couviiiiiieiieieeieeteet ettt 239
11.2 Types of SOCIAl PACES ......eeverurereiiiiniiniereeeeeeeeeeee e 240
11.3 The MOdel.......cocuiriiriiiiiiieientereeeece et 242
11.4 The non-cooperative SOIULION.........cceeeeerreieienienienenieeeeee e 243
11.5 The cooperative SOIUtION .......cccueveerieeriernerierieneenieeteeteeeeesieenieenees 244
11.6 Concluding remarks ..........ccceeevevuevienenienineneeieieeeneeese e 248
REEICNCES ..ottt 249
PART VI: ALTERNATIVE SOLUTIONS TO CONFLICTS
12 Inflation Inertia, Monetary Policy and Market Competition:
Tarantelli Revisited 255
Fabrizio Coricelli
12,1 INtrOdUCHION ....cuviiiiiieiieiieieeteeeese ettt 255
12.2 Product and labour market imperfections..........c.ccceceereereenereeneenne. 257
12.3 Degree of competition, policy accommodation and
dynamics: a simple eXxample.........cccccevivirieiniieiiinienieeeeee 259
12.4 Optimal interest rate rule and the link between central
bank conservatism and market cOMpetition ..........ccceveereenernicneenne. 262
12.5 Concluding remarks .........ccoceevieiieniiriinieneeneeece e 263
Appendix A.1 Simulation of a simple monetary rule ........c..ccccceveerennenne. 264
Appendix A.2 An optimizing model of staggered prices.......c..cc.cecueueuee 265
Appendix A.3 Optimal POLICY .....cereereeniieiiiiinienieeeeeete e 269
REfEIENCES ...ttt 272



Contents  Xi

13 Creating the ‘Neo-Lisbon’ Economy 273

Robert M. Lindley
13,1 TNrOAUCHION ..ttt 273
13.2 Stability and the path to growth — The UK..........cccceoviiniiinninnnnnns 274
13.3 Trends towards higher skill requirements .............cccceecuereeneenennen. 277
13.4 The knowledge-based SCENArio........c.cccoceereereeneenieeeeneeneeieeeenene 278
13.5 Investment in human capital and mobility.........ccoceeverviiniineenennen. 280
13.6 Organisational design — The missing policy discourse?................... 283
13.7 Concluding reflections .........c.cceoveeverrieriierienienieeeeeeeeeeseeeeenn 285
RELEIENCES......eveeuieniiieiertceerete ettt 286

List of Contributors 289




2 Springer
http://www.springer.com/978-3-7908-1915-1

Social Pacts, Employment and Growth

& Reappraisal of Ezio Tarantelli's Thought
Acocella, N.; Leoni, R, (Eds.)

2007, X, 291 p., Hardcover

ISBN: 978-3-7908-1915-1

& product of Physica-verlag Heidelberg



