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Preface

Some years ago, I applied for a PhD position at what then was called
the Catholic University of Brabant. It was a project studying ‘flexible
labour’, a labour economics topic that I found interesting. After all
these years, I still find it interesting, which is an achievement in itself.
In any case, I was hired on a 4 year contract with the final goal of
writing a PhD dissertation. I thought it curious that I had had almost
every ‘flexible job’ that was mentioned in the project proposal. I also
thought this would help to keep my research grounded in reality. As a
student I had on-call jobs (driver for the Rotterdam Bloodbank),
informal jobs (paper rounds), piece-rate jobs (tomato picking), temp
agency jobs (doing administrative work, odd-jobs at a printing
company or working in the harbour carrying around frozen goats on
my shoulder) and had various temporary contracts, most of them in the
restaurant business. All of this flexible labour seriously delayed my
progress in the econometrics program.
I started working on my dissertation research at the department of
Social security studies, together with 3 colleagues, one other economist
and two sociologists. By the end of the first year, I presented by first
paper in an international conference. Visiting conferences turned out to

be one of my favorite activities in this job even though this first time I
had to present my paper in the ‘graveyard session’, meaning the early
morning session after the evening of the conference dinner. Later on I
embarked (literally) on an ECASS visit to the University of Essex. The
two months at ISER were very inspirational and made me realize for
the first time I wanted to stay in the academic world.
By the end of my contract I had 4 empirical papers more or less
finished and I decided, wrongly, that it was high time I changed my
place of work. Delft also provided me with an inspiring setting, but
with more emphasis on teaching obligations. This absorbed me in the
first year at Delft, before I realized that if I wanted to continue
teaching, I really had to finish my PhD quickly.
I was well underway in 2002 but, in 2003 and 2004, life got in the way.
I was confronted with situations of life and death that resulted in
serious delay, working less and a great deal of ‘relativeringsvermogen’
towards finishing my PhD. It wasn’t all that important in those years.
But I do not easily quit a task, and with the support of my supervisor in
Tilburg, and co-supervisor in Delft I picked up where I left off and
eventually finished it. I am proud to have finished this dissertation,
proud of myself, but also very grateful to my family, friends and
colleagues who remained patient and supportive throughout these
years. In particular I want to thank the following people: Ruud for
giving me ample amounts of freedom to really write my own thesis;
Alfred for his patience and for giving me a permanent job; my parents
for everything and finally Mirjam, for Tibbe* and for Hannah, for
standing by me always, for everything. I love you.
Ronald Dekker
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Introduction

This dissertation deals with transition patterns on labour markets with
substantial numbers of non-standard jobs within various institutional
settings. The numbers of flexible or non-standard employment
contracts have been increasing in most European countries over the
course of the 1980’s and early 1990’s reaching a relatively stable level
by the end of the 1990’s (Cousins, 1999, Muffels et al, 2006). It is
often argued that these contracts, quite obviously less attractive than
most standard (full-time, permanent) jobs, are not evenly spread over
the entire employment structure but are concentrated within the lower
segments of the labour market (Stanworth & Druker, 2000; Golsch,
2004). However, this does not mean that non-standard jobs are
necessarily low-paid or low-skilled (Carnoy et al, 1997, Kalleberg,
2003). Furthermore, these contracts could promote labour market
flexibility in general by lowering hiring and firing costs for firms. This
could also be beneficial for workers at the lower end of the labour
market.
Even if it is correct to assume that flexible or non-standard jobs are
concentrated at the lower end of the labour market, non-standard jobs
could still function as entry-level jobs on the labour market. For
particular categories of workers, especially those with unfavourable

Non-standard employment and mobility
labour market positions such as the unemployed married or cohabiting
women seeking work, the long-term unemployed and the young
school-leavers this could be an opportunity to gain work experience
and thereby increase human capital.
This raises three questions:
•

Will these people after some time move to standard jobs or will
they frequently move from one non-standard job to another? What
individual characteristics will influence a worker’s chance of
moving?

•

To what extent do these mobility patterns vary across countries and
(how) are these patterns affected by differential institutional
settings?

•

How do these labour market mobility patterns affect wage and job
mobility over time?

A comparative analysis, using panel data in three European countries
(Germany, Great-Britain and the Netherlands), is carried out to find the
differential impact of institutional settings. We use the different panels
available for the three countries instead of a European panel data set,
since these individual panels provide longer time series and more
detailed and in-depth information about individual workers and their
employment contract. The longitudinal character of the panel data will
enable us to study institutional changes within countries to some
extent.
The various types of labour market and social security systems will
have an impact on the labour market mobility to standard and nonstandard jobs. Furthermore it will affect the wage mobility pattern of
standard and non-standard workers. It can be hypothesized that once
the transition to a non-standard or a standard job has taken place, a
differential career pattern of non-standard and standard workers may
occur, dependent on the institutional setting, which will affect the
earnings dynamics and economic mobility over time. Either these
people will frequently move from one temporary job to another and
then lasting effects on the income stream are to be expected, or they
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will after some time move to a standard job and then the income stream
is only temporarily affected.

What is flexible labour?
Flexible labour is a flexible term. Many scholars and policy makers use
it loosely. For the purpose of this dissertation, the first task is to
determine what the definition of flexible labour is in this dissertation.
Given this definition, the empirical relevance of flexible labour can be
established by looking at both statistics from international sources
(Eurostat, Employment in Europe 2001-2005, OECD – Employment
Outlook.
In this dissertation we will use a definition of flexible labour related to
the characteristics of the employment contract or lack thereof. The
definition is closely related to numerical flexibility. Four types of
flexibility are often distinguished (Ozaki, 1999, Wilthagen et al, 2004):
•

External numerical flexibility (the flexibility of hiring and firing)

•

Internal numerical flexibility (working hours, overtime, part-time
work, etc.)

•

Functional flexibility (multi-employability, flexible organisation of
work)

•

Wage flexibility (performance or result-based pay)

This categorization is a restricted version of an earlier categorization of
flexibility (OECD, 1989) in which ‘externalisation (i.e. contracting
non-essential tasks of an enterprise) is also included (Buchanan &
Campbell, 1992). In the remainder of this dissertation, the main interest
is in internal and external numerical flexibility in the form of nonstandard employment contracts. Employment contracts can be nonstandard on two dimensions: (none) permanency of the contract and
number of hours specification in the contract. This means that all
temporary contracts (including those with a temporary work agency)
are non-standard because they are not permanent. On-call and zero

3
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hours contracts are non-standard because they imply some insecurity
about the number of hours per week. Depending on the issue at hand,
(short hours) part-time work is also included in our definition of nonstandard employment. Self-employment is excluded.
For a discussion about generating common definitions and a structured
theory of non-standard employment for the purpose of international
comparative research (in particular national differences between
Germany, Great-Britain and the Netherlands) see Dekker & Kaizer,
2000.
To summarize, non-standard employment in this dissertation
comprises:
•

non-permanently contracted work, fulltime or part-time

•

temporary (temporary contract or temporary work agency)

•

casual, seasonal, on-call, replacement, zero-hours contract and task
work

•

short hours part-time work

This will also include:
•

Apprentice-ship and training contracts, since they are temporary

Excluded is:
•

Self-employment

The standard employment contract is closely associated with the
Fordist (or Taylorist) organisation of production. It was Ford who
invented the assembly line and Taylor who devised a system he called
scientific management, a form of industrial engineering that
established the organisation of work (in any type of industry) as in
Ford’s assembly line. The standard employment contract in this type of
work organisation is generally full-time, with a specified number of
hours and permanent. Other forms of flexible labour are shift work and
several forms of self employment. Shift work is not considered to be
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flexible (or non-standard) if it is part of a standard (full-time,
permanent) employment contract. Self-employment (freelancing etc.)
is part of the wider concept of labour market flexibilisation but does
not involve employment contracts and an employer-worker relation.
In Figure 1 different types of employment relations are represented
graphically. Three levels are distinguished. On level I employment
relations with and without a (written) employment contract can be
distinguished. Employment relations without an employment contract
can be subdivided into, self-employment, casual work, on call work
and substitute work. The latter two can also be found in the category of
employment relations with an employment contract. Here we can also
find min-max contracts, work with a temporary work agency, and
temporary (fixed term, seasonal) work. This subdivision is represented
graphically on level II. Finally, on level III, employment is subdivided
into three hours categories: short hours part-time employment,
‘normal’ part-time employment, and full-time employment. The hours
thresholds for the subdivision between ‘short hours part-time’, ‘parttime’ and ‘full-time’ are chosen in line with earlier studies.
Flexible or non-standard labour, in the quite narrow meaning used
here, is still part of the larger ‘flexibilisation’ debate among labour
economists and other social scientists involved with labour market
issues. Many authors have adopted some definition (some precise,
some loose) of flexibility or flexibilisation on the labour market and
made major statements on the influence of such flexibility on labour
market indicators such as unemployment. Labour market flexibility has
been called ‘a key euphemism of the last quarter of the twentieth
century’ and ‘…. it is a euphemism for more than could be conveyed
by any definition’ (Standing, 1999). Whether or not labour market
flexibility is well defined or not, is an issue of minor importance for
this dissertation. The definition that is adopted here for the purpose of
quantitative research is clear, straightforward and is relevant for policy.
Furthermore it is similar to definitions used in other empirical work
(e.g. Felstead & Jewson (eds.) 1999, Gustafsson et al, 2003).

5

Non-standard employment and mobility

Flexible labour and labour market flexibility
Standard neoclassical economic theory predicts that more flexibility
equals less labour market imperfections and will therefore result in
more favourable labour market outcomes. If this prediction is taken as
a normative recipe for labour market policy, all labour market rigidities
must be done away with. In such a policy there is no place for
employment protection, labour unions, collective bargaining
agreements and labour law. Even the most hardened neoclassical
labour economist would not promote such a policy. It is now well
established that some of the rigidities in the labour market are not
necessarily labour market imperfections. Sometime they are in fact
solutions to information problems in that market. An example is the
existence of so-called efficiency wages above the market clearing
wage. The debate is on whether these solutions are more or less
efficient and on what level ((partial) labour market, economy as a
whole) these solutions are efficient.
Another way of looking at flexibility is as the opposite of security.
Most of the ‘rigidities’ in the labour market are aimed at providing
some degree of security to workers. Standing (1999) distinguishes
seven forms of security that are threatened in the ‘pursuit of
flexibility’:
•

Labour market security (state guaranteed full employment)

•

Employment security (protection against unfair dismissal,
regulations on hiring and firing)

•

Job security (security about your present occupation or career)

•

Work security (protection against accidents and illnesses at work)

•

Skill reproduction security (sufficient opportunities to gain and
retain skills; employability)

•

Income security (e.g. minimum wages, wage indexation, social
security)

6
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•

Representation security (protection of collective voice in the labour
market through trade unions and employer associations)

These types of security are all naturally connected to different labour
market institutions. All sorts of active labour market policies provide
labour market security; governments employ workers to prevent
unemployment. Employment security is based upon firing regulations
and so forth.
Other academic disciplines have also addressed the issue of flexible
labour to considerable extent. Sociologist Richard Sennett (1998) has
written an apocalyptic book about the ‘corrosion of character’ of
workers and the demise of society at large as a result of labour market
flexibilisation in the ‘new capitalism’. His book presents this topic as a
conclusion. Whether this is justified, is doubtful. It is nevertheless an
interesting hypothesis whether labour market flexibilisation could have
negative consequences for other spheres of society or not. The reason
that this question is interesting is the tendency to embrace
flexibilisation policies for their labour markets by so many European
countries. The expected benefits from such policies (better functioning
of the labour market) must be weighted against the possible cost,
namely the potential losses in other spheres of society. In this
dissertation however, this interesting issue cannot be addressed in
much detail.
Another contribution, from a more socio-economic perspective is given
by the aforementioned Standing (1999). He concentrates on issues of
worker security as a counterpart of flexibility. In his perception all
flexibilisation measures constitute deterioration of security for
workers. This is an important insight since it clearly shows that there is
a downside to flexibilisation, even within the sphere of the labour
market itself. Flexibilisation of the labour market in Standing’s
terminology involves shifting insecurity from firms to workers. Worker
security is important, even from a strictly economical perspective.
Workers that are insecure about their employment prospects have
fewer incentives to be productive and maintain their productivity by
investing in their human capital. So careful consideration of the pros
and cons of flexibilisation for the labour market itself are in order.
7
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A more recent development on the flexibility and security nexus is the
concept of ‘flexicurity’. The concept was discussed “at a series of EU
summits, including Essen, 1994, Florence, 1996, Amsterdam, 1997,
Luxemburg, 1997 and Lisbon, 2000 and the pursuit of a (new) balance
between 'flexibility' and 'security' has become a key target of the
European Employment Strategy (EES) and a major challenge to the
European Social Model (ESM).” (http://www.tilburguniversity.nl/
/flexicurity/ ). Flexicurity as a policy option is indeed meant to
explicitly carefully way pros and cons of flexibility in terms of a trade
off with security.
Four types of security are distinguished in this approach (Wilthagen et
al, 2004):
•

Job security, the certainty of retaining a specific job with a specific
employer

•

Employment security/employability security, the certainty of
remaining in work (not necessarily with the same employer)

•

Income security, income protection in the event that paid work
ceases

•

Combination security, the certainty of being able to combine paid
work with other social responsibilities and obligations. This last
form of security cannot be traced back to the other forms of
security.

Flexibilisation of the labour market can take many forms. From an
economist’s point of view the natural point of interest would be price
(wage) flexibilisation. There’s a vast body of literature on the topic of
price rigidities in the labour market ((e.g. Grubb et al, 1983; Nickell,
1997). Most of the mainstream articles stress the adverse effects of
price rigidities (minimum wages, collective bargaining agreements) on
the efficiency of the labour market and on labour market outcomes.
But there is also considerable attention for price rigidities that are more
or less efficient solution to various information problems in the labour
market. A good example is ‘efficiency wage theory’ (Akerlof, 1984;
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Yellen, 1984), which ‘solves’ monitoring problems and prevents
‘shirking’ (Shapiro & Stiglitz, 1984).
The price of labour is an intriguing concept for a market on which it is
difficult to decide what the market is and what the appropriate unit of
‘product’ is. Is the price of labour the same for both high skilled
engineers and unskilled manual labourers? Obviously it is not.
Furthermore, the difference between these types of workers
exemplifies the fact that the ‘unit of labour’ can be different for
different workers. An unskilled manual worker in casual work is often
paid by the hour whereas a high-skilled engineer with a permanent job
is often ‘salaried’ and paid per month. So the price of labour is not as
clear-cut a concept as is often assumed in labour economics.
A stream of literature that is concerned with job search recognizes this
explicitly. Job search models are based on the notion that an
(unemployed) worker who is looking for a job does not have full
information on the price of labour (here: the salary that comes with the
job). Therefore, he/she must incur search costs in looking for jobs. This
is incorporated in the worker’s search behaviour and will result in the
worker accepting only jobs above his/her ‘reservation wage’.
Given the price level, there are other ways to ‘flexibilise’ the labour
market. From a policy perspective this would involve loosening firing
regulations and broadening the possibilities for flexible labour
contracts. These policy options have been used extensively by
European governments in the 1990’s, mainly with the notion that
labour market rigidities are labour market imperfections by definition
and therefore, their number and magnitude needed to be reduced.
As stated before in this introduction, this notion needs to be challenged
because some labour market imperfections are actually playing a vital
role when it comes to maintaining levels of human capital. Because
workers are well protected and secure they have a bigger incentive to
maintain and invest in their human capital, especially their firmspecific human capital. In a Schumpeterian (Schumpeter 2) view, this
is considered to be a major driving force of innovation and
technological progress, productivity and economic growth.
9
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Another example of a so-called labour market imperfection is the
centralized wage formation which is present in more corporatist
welfare states. This centralized wage formation process tend to result
in outcomes more in accordance with market forces than decentralized
wage bargaining in the Anglo-Saxon world (Holmlund & Zetterberg,
1991; Hartog et al, 1994).
Labour market institutions are often regarded by labour economists as
the cause of labour market imperfections. Especially the welfare state
arrangements are often described as hindering the proper functioning
of the labour market (e.g. Lindbeck 1995a, 1995b). However valid
these insights are about the disincentives generated by the welfare
state, this view is slightly myopic, since some welfare state
arrangements could also be generating proper incentives, as in the
example about centralized wage bargaining in the previous paragraph.
In another example about redistributive taxation it is argued that this
institution generated a level of security that provides the proper
incentives by stimulating income generating risk taking (Sinn, 1996).
These examples show that ‘rolling back the welfare state’ does not
always result in positive economic consequences, on or off the labour
market (Atkinson, 1999). The same was argued in an influential report
about the Dutch welfare state (Ministry of Social Affairs and
Employment, 1996)
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Different types of employment
II

I

III

Selfemployed

SELF
EMPLOYMENT

On-call

Min-Max

With contract

Employment

Substitute

Without contract

Casual

NON-STANDARD
EMPLOYMENT

TWA

Short hours

Temporary

Part-time

Permanent

Full-time

STANDARD
EMPLOYMENT
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Empirical relevance: Descriptive (macro) statistics
With the definition of flexible or non-standard employment described
above it is possible to look at the empirical relevance of this type of
employment. How many of these jobs are around? And does the
number of these jobs increase? Can we find marked differences
between countries and over the years?
First, we look at the development of employment in general in Table 01. Then we see that the overall employment rate is dropping in
Germany, increasing in the Netherlands and relatively stable in Great
Britain. The increasing employment rate in the Netherlands is mainly
caused by increasing participation rates of women.
When we look at the unemployment rates in Table 0-2, we find that
German unemployment is increasing over the 1990s, whereas British
and Dutch levels of unemployment are going down for both men and
women.
The statistics in the tables 0-3 and 0-4 indicate that for the European
countries studied in this dissertation, both the Netherlands and
Germany experiences a steady increase of fixed-term employment
contracts (as a percentage of all jobs) over the 1990’s (Table 0-3). In
Great Britain the percentage of fixed term contracts is fairly stable at a
lower level that the other two countries (7 per cent vs. just above 10
per cent). Furthermore the percentage of part-time jobs increased for
the Netherlands, Germany and Great Britain. The average level of parttime jobs is highest in the Netherlands (around 35 per cent) and lowest
in Germany (between 15 and 20 percent), which is approaching the
British levels (just above 20 per cent)
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Descriptives

E15

2001

2000

1999

1998

1997

1996

1995

1994

1993

1992

Employment rate (% working age population)
1991

Table 0-1

Total

62.4 61.2 60.1 59.8 60.1 60.3 60.7 61.4 62.5 63.4 64.1

Men

74.7 72.8 71.0 70.4 70.5 70.4 70.7 71.2 72.0 72.8 73.1

Women 50.3 49.7 49.2 49.3 49.7 50.2 50.8 51.6 52.9 54.1 55.0
Germany

Total

67.7 66.4 65.1 64.7 64.6 64.1 63.7 63.9 65.2 65.6 65.8

Men

78.3 76.7 74.9 74.1 73.7 72.6 71.9 71.9 72.8 72.9 72.8

Women 57.0 55.9 55.1 55.1 55.3 55.3 55.3 55.8 57.4 58.1 58.8
Netherlands Total

62.7 64.0 63.6 64.0 64.7 66.3 68.5 70.2 71.7 72.9 74.1

Men

75.8 75.9 74.6 74.5 75.3 76.5 78.8 80.2 80.9 82.1 82.8

Women 49.4 51.8 52.2 53.2 53.8 55.8 58.0 60.1 62.3 63.5 65.2
Great Britain Total

69.4 67.9 67.4 67.9 68.5 69.0 69.9 70.5 71.0 71.5 71.7

Men

77.7 75.0 73.9 74.5 75.1 75.5 76.6 77.3 77.7 78.1 78.3

Women 61.0 60.8 60.8 61.2 61.7 62.5 63.1 63.6 64.2 64.8 65.0
Source: Employment in Europe 2000, 2003
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E15

2001

2000

1999

1998

1997

1996

1995

1994

1993

Total

8.2 10.1 10.1 10.5 10.1 10.2 10.0 9.4

8.7

7.8 7.4

Men

7

7.5

6.7 6.5

Women 10
Germany

1992

Unemployment rate (% labour force 15+)

1991

Table 0-2

9.1

9.1

9.4

9.0

9.1

8.9

8.2

11.4 11.4 11.9 11.7 11.7 11.6 11.1 10.2 9.2 8.6

Total

5.6 6.4

7.7

8.2

8.0

8.7

9.7

9.1

8.4

7.8 7.8

Men

4.6 5.1

6.5

7.1

7.0

8.1

9.1

8.6

8.1

7.5 7.8

Women 6.9 8.2

9.4

9.8

9.4

9.5

10.4 9.7

8.9

8.1 7.9

Netherlands Total

5.5 5.3

6.2

6.8

6.6

6.0

4.9

3.8

3.2

2.8 2.4

Men

3.9 4.1

5.4

6.0

5.5

4.8

3.7

3.0

2.3

2.1 2.0

Women 7.9 7.2

7.5

7.9

8.1

7.7

6.6

5.0

4.4

3.6 2.9

10.0 9.3

8.5

8.0

6.9

6.2

5.9

5.4 5.0

9.7 11.5 11.9 11.0 9.9

9.3

7.7

6.9

6.5

5.9 5.5

6.3

5.8

5.3

5.1

4.8 4.4

Great Britain Total
Men

8.6 9.8

Women 7.3 7.5

7.6

7.1

Source: Employment in Europe 2000, 2003
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E15

2001

2000

1999

1998

1997

1996

1995

1994

1993

1992

Employed on fixed-term contracts (% employees)

1991

Table 0-3

Total

10.3 11.1 11.0 11.5 12.0 12.3 12.7 13.1 13.4 13.6 13.3

Men

9.2

10.2 10.0 10.7 11.3 11.6 12.0 12.4 12.7 12.7 12.3

Women 11.9 12.5 12.2 12.6 13.0 13.1 13.6 14.0 14.4 14.6 14.5
Germany

Total

10.1 10.5 10.3 10.4 10.5 11.2 11.8 12.4 13.0 12.7 12.4

Men

9.5

10.0 9.9

9.8

10.1 11.0 11.6 12.2 12.8 12.5 12.1

Women 11.0 11.1 10.9 11.0 11.1 11.4 12.1 12.6 13.4 13.0 12.6
Netherlands Total

8.4

10.4 10.5 11.3 11.4 12.3 11.8 13.0 12.3 13.7 14.3

Men

6.2

7.3

7.4

8.6

9.1

9.3

9.3

10.5 9.7

11.2 11.9

Women 11.9 15.1 14.9 15.1 14.6 16.3 15.3 16.4 15.6 16.8 17.4
Great Britain Total

5.7

5.9

6.3

6.9

7.2

7.3

7.6

7.3

7.0

6.9

6.7

Men

4.2

4.8

5.3

5.9

6.3

6.4

6.6

6.4

6.3

6.1

6.0

Women 7.3 7.3 7.3 7.9 8.2
Source: Employment in Europe 2000, 2003

8.4

8.6

8.4

7.8

7.9

7.5
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E15

2001

2000

1999

1998

1997

1996

1995

1994

1993

1992

Employed part-time (% total employed)

1991

Table 0-4

Total

13,8 14.2 14.8 15.4 15.8 16.2 16.7 17.1 17.5 17.7 17.8

Men

4.1

4.2

4.5

4.9

5.2

5.4

5.7

5.9

6.1

6.1

6.2

Women 26.7 28.8 29.6 30.5 31.0 31.4 32.2 32.7 33.1 33.3 33.4
Germany

Total

14.1 14.5 15.2 15.8 16.3 16.7 17.6 18.4 19.3 20.0 20.9

Men

2.5

2.7

3.0

3.3

3.6

3.8

4.3

4.7

4,9

5.1

5.3

Women 30.2 30.9 32.1 33.2 33.7 33.9 35.3 36.4 37,3 38.2 39.2
Netherlands Total

33.1 34.8 35.2 36.7 37.4 38.0 37.9 38.9 39.7 41.5 42.2

Men

15.6 15.2 15.3 16.3 16.7 16.9 17.2 18.1 18.0 19.3 20.0

Women 60.5 64.4 64.6 66.1 67.4 68.1 67.3 67.6 68.9 71.0 71.3
Great Britain Total
Men

22.2 22.9 23.7 24.0 24.1 24.6 24.6 24.5 24.6 24.8 24.6
5.5

6.3

7.0

7.5

7.8

8.4

8.5

8.5

8.8

8.8

8.9

Women 43.6 43.8 44.1 44.4 44.4 44.6 44.6 44.4 44.0 44.4 44.0
Source: Employment in Europe 2000, 2002, 2003
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Motivation and originality
A vast body of literature has emerged on the subject of the growth in
the number of temporary, part-time and other non-standard jobs in the
1990s. (e.g. Murphy, 1996; Felstead & Jewson, 1999; Casey et al,
1997; Burgess, 1997; De Grip et al, 1997). In general, this literature
was mainly concerned only with just the numbers of non-standard
workers at given points in time or the determinants of occupying a
non-standard job at a given point in time. An important contribution of
this dissertation is the dynamic approach of looking at transitions from
non-standard or part-time jobs to other labour market states, e.g.
standard employment or unemployment. Even more so, because most
of the economic literature that is concerned with labour market
dynamics on the micro level largely tends to ‘forget’ that not all jobs
are permanent and full-time. The few empirical studies that do address
the topic of non-standard employment are limited to one particular type
of non-standard employment in one sector of the economy (Van den
Berg et al. 2002: temporary work in the medical sector in the
Netherlands) or in one single country (Booth et al. 2002: temporary
work in Great-Britain). With panel data for three different European
countries, in this dissertation we can observe workers for 11
consecutive years (1991-2001) on a variety of non-standard
employment contracts and investigate the determinants of their
transition rates. Furthermore we can look at the resulting wage
mobility and durations of possible spells of unemployment for workers
on non-standard, part-time and standard jobs.

Data
To answer the research questions in this dissertation, we need repeated
observations on individual employees in different countries. We use
household panel data sets that provide detailed information about the
individuals and the households they live in. Information is available on
their labour market position, their position in the household, their
employment history, etc. We have used data from three different
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countries. For the Netherlands, the data were provided by Netherlands
Statistics (CBS) in the form of the Dutch Socio-Economic Panel (SEP).
For Germany, the data were provided by the Deutsche Institut für
Wirtschaftsforschung (DIW: German institute for Economic Research)
in Berlin in the form of the German SOcio-Economic Panel (GSOEP).
Finally, the British Household Panel Survey data for Great-Britain are
provided by the Institute for Socio-Economic Research (ISER) at the
University of Essex. These three country panels provide more depth of
information and longer time series than the very similar European
Household Community Panel (ECHP), which has the advantage of
providing data for more (14) countries.

Theoretical perspective
For the purpose of our investigations, a fairly standard neoclassical
labour supply perspective is adopted. That is, we look at non-standard
employment from the perspective of worker who optimizes his/her
behaviour given a set of preferences and institutional constraints. The
choice for a labour supply perspective is motivated mainly by the
availability of panel data sets on individual worker behaviour for
different countries. Further elaborations about theoretical models of
labour supply behaviour and labour markets in general can be found in
Chapter 1 of this dissertation.
Furthermore, the approach taken in this dissertation is a dynamic one.
The focus is not so much on the determinants of occupying a labour
market state but rather on the determinants of labour market transitions
between states. It is informative to know what makes a worker more
prone to have a non-standard job, but it is even more important from a
policy perspective to know where this worker will end up to after a
certain time period and what are the characteristics (of the job, worker
and the employer) that influence the transition. It should be noted that
workers on non-standard jobs can not only make transitions to other
forms of employment, but also to states of nonemployment, e.g.
unemployment or nonparticipation.
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To investigate the transition patterns that are of interest, panel data sets
are available for different (European) countries. These panel data sets
contain information on individual workers, their jobs and the
households they live in.

Methodological issues
The analyses in this dissertation are all ridden with selection issues,
and initial condition problems. This combination of problems occurs
because we deal with analyses for a specific group (e.g. workers in
non-standard jobs) and we have to correct for their (self-) selection into
that group in the subsequent analyses. Depending on the type of
analyses this is dealt with under the heading of an ‘initial conditions
problem’ in the case of the multinomial logit models in Chapters 3, 4
& 7 and the duration models in Chapter 6. In the wage regression
analyses in Chapter 5 the term (Heckman) selection is used. In both
cases some references are also made to unobserved heterogeneity. For
a more detailed treatment of these issues, we refer the reader to
Chapter 2

Outline
Chapter 1 is a concise overview of theories of labour economics that
are relevant for the issues at hand in this dissertation. In Chapter 2 the
same is done for the econometric models that are used throughout the
book, including a treatment of the methodological issues of selection,
initial conditions and unobserved heterogeneity. The first empirical
work is presented in Chapter 3, which uses data for the Netherlands
and addresses the selection issue that is connected with transition
models in some detail. The analysis is focused on transitions from nonstandard work to either nonemployment or standard work. It is shown
that the more sophisticated models that include selection effects do not
have substantial extra explanatory power
In Chapter 4 similar analyses are presented in an international
comparative context. Results for the Netherlands are compared with
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those for Germany and Great-Britain. Particular interest is in the effect
on relative transition probabilities of institutional variables in the three
different countries, and the effect of the gross replacement rate for
unemployment benefits in particular. Chapter 5 focuses on the wage
differences that result from employment in a non-standard job as
opposed to being employed in a standard job. Both the immediate and
long term effects are investigated. In this chapter the results for three
countries are compared also, with the main interest in institutional
differences.
The transition models of chapters 3 and 4 only use the ‘snapshot’
information in the sense that workers and their job status are only
observed once every year. In Chapter 6 the focus is on duration
information, which is only available for two countries, namely
Germany and Great Britain. The chapter consists of duration of
employment analyses for workers who have been on temporary jobs
(just) before the spell of unemployment. There is some theoretical
indication that previous temporary employment might result in shorter
unemployment spells because of intensified on-the-job search during
the temporary employment period. It is shown in this chapter that this
theoretical hypothesis cannot be confirmed with our empirical data.
The comparison between Germany and Great-Britain is used to assess
the influence of institutional factors on unemployment spell duration.
Finally, Chapter 7 is similar to chapter 4 in the sense that the main
interest is in transitions, rather than duration of spells or wage
differences. But in this chapter employment is divided along the lines
of the supplied number of hours rather than the contract type. In other
words, we look at transitions to and from part-time work. Furthermore
the international comparison is between the Netherlands, Germany and
the Great-Britain. This enables us to use a ‘typology’ approach similar
to the one proposed by Esping-Andersen. The three countries are
regarded as representative of a ‘typical’ welfare state, either Liberal
(GB), Social-democratic (Netherlands) or Conservative (Germany)
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1
The economics of a labour market
with non-standard jobs

Introduction
This chapter discusses the theoretical problems that are associated with
incorporating non-standard jobs in standard labour economics models.
The main focus will be on labour supply because only information on
the behaviour of workers is available in this study. For the most part
we therefore consider the behaviour of employers as a ‘black box ‘. It
is just observed (and concisely explained) that the behaviour of
employers results in a substantial number of non-standard jobs on the
labour market. Furthermore this chapter serves as a theoretical
orientation, that is, I try to give the theoretical approach of this
dissertation a place in the broader spectrum of (labour) economics.
Labour supply theories can be broadly subdivided into two strands of
literature: neoclassical and institutional theories. These are often
presented as opposing, but we will see that there is more overlap
between the two than advocates of both approaches will often account
for.
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Labour demand and flexible jobs: where do they come
from?
First of all an economic-theoretical explanation must be given for the
mere existence of flexible jobs. Employers can have a number of
reasons to hire workers on temporary, part-time or other non-standard
contracts rather than on permanent contracts. Firstly, firms want to be
able to respond adapt quickly (that is, without much cost) to changing
demand patterns and subsequent output fluctuation. Secondly, nonstandard contracts tend to lower total labour cost because less stringent
firing regulations apply for these jobs. Thirdly, non-standard jobs can
be used to screen workers for permanent jobs.
Flexible (temporary, on-call, min-max contract etc.) jobs are a means
of lowering the cost of adapting the amount of labour in a firm both
upwards and downwards. Although this has been of interest in the
management literature long before, this issue gained increased
prominence in the mid-1980s with the publication and discussion of
the model of the ‘flexible firm’ put forward by Atkinson et al. (1985).
Following that publication the academic and policy debate was
concerned with the alleged growth in flexible work practices. However
by the end of the 1980s it was discovered in the ELUS study that in
fact only very few employers were adopting a new flexibility strategy.
Rather, it showed that most non-standard employment was used for
‘traditional’ reasons, such as peaks in demand within various time
periods (Casey et al. 1997). Since then flexibility has continually be
emphasised in the managerial literature.
Non-standard jobs are not only gainful by lowering the cost of labour
for employers. They are also more costly because, for the same amount
of labour in each time period, hiring costs will be higher. Furthermore,
since non-standard contracts are generally short-term, workers (and
employers) have fewer incentives to invest in firm-specific skills. This
may result in lower levels of productivity and to higher production
costs if wages are sticky. A lot of different contracts can be used to
cater for adapting the firm’s labour force to output fluctuations.
Different stages can be distinguished in the process of adaptation. In
the short run it is possible, to a certain extent, to let the workers that are
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already present in the firm work longer hours (overtime). When there’s
no longer scope for more overtime, at an intermediate stage firms can
hire workers on all sorts of ‘flexible’ contracts. Part-timers, when
there’s only room for a limited number of hours per week. Temporary
workers either employed directly by the firm or hired through a
temporary work agency, when there is uncertainty about the durability
of the extra work. Workers on on-call or min-max contracts when the
extra work is volatile in terms of the number of hours per day (or
week). Or combinations of these. In the longer run, when it becomes
clear that there is enough extra durable work, firms will eventually hire
new staff on standard (full-time) contracts for unlimited duration.

Transaction cost approach
Theoretically this account of the behaviour of employers can be best
addressed with a transaction cost approach. In this approach, the
transaction is made the basic unit of analysis (Commons, 1934,
Williamson, 1981). Analysing a labour contract or labour relation
between an employer and a worker as being a transaction does not
appeal to a great deal of imagination. Then, a labour contract, either
explicit or implicit, can be analysed as alternative governance
structures with different costs of planning, adapting, and monitoring
task completion (Williamson, 1981).
A simple formalisation of this cost economising problem would
involve the employer minimising a cost function that is sufficiently
rich: The employer wants to have a certain task performed. This task
has a certain duration, monitoring the performance of the task is
difficult, and there is asymmetry of information between the employer
and the (potential) worker about the worker’s skills. Both the employer
and the worker are boundedly rational in the sense that they are limited
in the processing of information. Furthermore both actors can exhibit
opportunistic behaviour.
Now the labour contract can be seen as a means to economise on
bounded rationality and simultaneously safeguarding against
opportunistic behaviour of either party in the contract.
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Furthermore the employer wants to economise on production expenses
(wages) and the worker on foregone hours of leisure. The latter is the
standard neo-classical account of employer-worker interaction.
In a simple principal-agent setting the principal (employer) would
propose different contracts for different types of tasks and in these
contracts incorporate his information on the preferences of workers.
Such a framework could allow for a wide variety of employment
relations, from the semi-feudal landlord-usurer relation from rural
India (e.g. Bhaduri, 1973), to the permanent full-time contract
associated with the industrialised world. For the purpose of this
dissertation, the main focus will be more on the latter, and more
specifically, on deviations from this permanent full-time contract that
are the central theme here.
The principal maximises profits according to the following production
function:
∞

Π=

∑

 dm

 (wm hm ) + c m  − Kr

j =1 
 t =1
m

px −

t =1

∑∑

(1-1)

where p is the price level of output w
U = (24 − h) α x β

(1-2)

subject to
px = m = hw

(1-3)

U = (24 − h) α x β

(1-4)

This stylized account of the adaptation strategy of firms will be used
implicitly as a model for the behaviour of firms when it comes to
flexible labour.
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Labour supply and flexible jobs: who takes them and
why?
The main focus of attention in this dissertation is on the labour supply
of individuals. Over the course of history of economic thought
different accounts on the determinants of labour supply and the
working of the labour market have been put forward. In the following
paragraphs these different approaches are concisely discussed.
Subsequently this discussion is used for the theoretical orientation of
this dissertation.
The eoclassical approach
Neoclassical economics is a school of economic ideas based on the
writings of Alfred Marshall and others that superseded classical
economic doctrines towards the end of the 19th century. Neoclassical
economics involved a shift in emphasis away from classical economic
concern with the source of wealth and its division between labour,
landowners and capitalists, towards a study that govern the optimal
allocation of scarce resources to given wants. The principles of
marginal utility and static equilibrium analysis were founded in this
school of economic thought.
To follow the standard assumptions of the neo-classical approach, units
of labour are considered to be standard economic goods. Units of
labour are homogeneous and will be supplied until the gain of one
extra unit supplied is equal to the cost of that unit. The labour supply
decision is no different from the supply decision for any other
homogeneous good. Based on the individual’s preferences and given
an individual budget constraint the individual decides to supply an
extra unit of labour.
An individual‘s preferences, or rather an individual’s preference
ordering, can be represented by a utility function. Bundles of goods
(and bads) are compared and the bundle with the highest utility for the
individual is chosen.
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In a simple labour supply decision model the bundle can consist of
hours of leisure, hours of nonmarket work and hours of market work
and a bundle of market goods (consumption). The budget constraint is
formed by the individual’s wealth (and nonlabour income) and the
natural limit of the number of hours in a day, week or month available
for the three.
The household
A natural first extension to this ‘atomic’ model is to put this decision
problem in a household context. After all, it is not too far-fetched to
think of the idea that decisions on labour supply are made bearing for
the decisions of other household members. Two basic approaches are
possible. We can formulate a joint utility function for the household,
implying joint preferences for consumption, leisure and paid and
unpaid work. Another option is to let the preferences of other
individuals in the household appear in the individual’s budget
constraint. One can for instance do this by letting the non-labour
income of the individual depend on the labour income of other
household members (Blundell & Walker, 1982; Kooreman & Kapteyn,
1986).
Human capital theory
A contribution to the neo-classical approach to labour economics is the
concept of “human capital”. As suggested by its name, human capital
theory focuses on capital goods rather than on consumption goods. It
argues that people make investments, in their children and in
themselves by incurring the costs of education and training, the costs
of searching for better job opportunities, and the costs of migration to
other labour markets. Incurring costs is analysed as investing in some
capital good, for instance education. This strand of literature has been
developed by American economists Gary Becker (1930- ) and
Theodore Schultz (1902-1998) (Schultz, 1963; Becker, 1964). Both
authors were mainly concerned with the role of education. Since then,
human capital theory has often been used to explain occupational wage
differences. In empirical labour economics human capital theory has
taken the form of letting educational attainment variables, experience
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and tenure variables enter wage equations (see: Mincer, 1974). In this
dissertation, human capital theory will be used in a similar manner.
Educational attainment variables, experience and tenure variable will
not only be used to explain wage differences but also to explain
differences in transition probabilities from one labour market state to
another and similarly, hazard rates in duration models.
The institutional approach
Institutional economics is often presented as a competing, and
diametrically opposing, approach to neoclassical economics. In this
dissertation ‘institutional economics’ is perceived as nothing more and
nothing less than the context of the individual, in which the individual
makes decisions. The decision framework will still be basically
neoclassical.
The difficulty in defining so-called institutional economics is the
uncertainty of the meaning of the word ‘institution’. “Sometimes an
institution seems to mean a framework of laws or natural rights within
which individuals act like inmates. Sometimes it seems to mean the
behavior of the inmates themselves. Sometimes anything additional to
or critical of the classical or hedonic economics is deemed to be
institutional. Sometimes anything that is “economic behavior” is
institutional. Sometimes anything that is “dynamic” instead of “static,”
or a “process” instead of commodities, or activity instead of feelings,
or mass action instead of individual action, or management instead of
equilibrium, or control instead of laissez faire, seems to be institutional
economics” (Commons, 1931).
In this chapter we adopt a broad definition of labour market institutions
similar to the approach in Commons’ quote above. Anything that is
additional or critical to the strict neo-classical approach of the labour
market described above qualifies as institutional. Furthermore,
anything in the individual’s context that plays a role in the individual’s
decisions qualifies as an institution.
Families (households) are institutions. Families are more than just a
bunch of ‘rational economic subjects’ living in the same house. Jobs
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are not taken just as a bundle of homogeneous hours of labour; they are
a complex combination of characteristics of the firm, the work, the
work-contract (if any) and the worker.
Furthermore we have the ‘usual’ suspects: Tax systems, employment
protection, social security regulations, trade unions, wage bargaining
institutions, minimum wages and active labour market policies (Nickell
& Layard, 1999)
The approach taken to labour supply in this study is neither strictly
institutional nor neo-classical. Labour supply decisions are presented in
terms of job search in a household context. These are deviations from a
strictly neo-classical framework. Furthermore the decision problem is
constrained by specific labour market institutions like the tax and
social security system. All of the following theoretical notions are
presented as part of the broad field of institutional economics. Most
mainstream labour economists would disagree with this classification,
because they feel they’ve adopted institutional notions into their
framework which is still essentially neo-classical.
The job search approach
Introduction

Job search theory was introduced as early as the beginning of the
1960s (Stigler, 1961, 1962). Stigler (1962) was the first to consider the
phenomenon of “job search” as an important feature of the functioning
of the labour market. He was the first to model the consequences of
imperfect information on the labour market. The relaxation of the
perfect information assumption leads him to focus on the worker
problem of acquiring information on the wage rates.
In the standard job search model the distribution of offered wages is
treated as exogenous and unknown to the worker. The strategy of the
(unemployed) worker is described in terms of a reservation wage, a job
being accepted only if the offered wage exceeds this level (Atkinson &
Micklewright (1991), Lippman & McCall (1979), Mortensen (1977),
Burdett (1979)).
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Job search theory is an approach in which ‘lumps’ of units of labour,
viz. jobs are offered and (potential) workers can decide whether or not
to take up these jobs, depending on their preferences and usually based
on some ‘reservation wage’ principle. The reservation wage principle
follows from a lack of information on the jobseeker’s part.
Job search theory has been a major improvement in analysing labour
market issues. It is evident that units of labour (hours, mostly) are not
like potatoes. They are not homogeneous and it is costly to supply (or
demand, for that matter) extra single units and simultaneously
negotiate a price for the extra unit. Job search theory recognised that
labour is normally demanded and supplied in a ‘package’ consisting of
a certain time period and a number of hours per period. The reward or
wage for the package is specified either for individual units (hours) of
labour or for the whole package. The latter case is often referred to as
salaried jobs. This general description of what a job (-offer) is, is
narrowed down in most of the job-search literature to full-time
permanent jobs. That is, the package consists of a pre-specified number
of per week and a contract of unlimited duration. The wage is specified
for the whole package (per year) and can be used to compute the net
present value of the job.
This approach is quite common, even in present day labour economics.
But there is ample evidence that a growing number of jobs are not
described accurately by the above characteristics. Part-time jobs are
widespread, especially in the Netherlands. Temporary jobs in all sorts
and shapes are increasingly prevalent, with Spain as a prime example.
The assumptions of most job search models conflict with this empirical
reality.
The existence of on the job search was theoretically recognised from
the early days of job search literature (Tobin (1972), Burdett (1978),
Pissarides (1994)). Workers do not only look for jobs when
unemployed but also when they are in a job. This is particularly
important in the presence of temporary jobs, because they inherently
lead to job loss, which necessitates job search.

33

Non-standard employment and mobility
Blank (1994) and McCall (1996) incorporated part-time jobs in the job
search framework only recently. McCall explicitly modelled part-time
jobs in relation to the unemployment benefit system and its
possibilities to keep (some of) the benefit when working part-time.
Temporary jobs have not been treated with the same theoretical rigour
as part-time jobs. Later in this chapter a job search model is formulated
in which temporary jobs are explicitly modelled.
Institutions on the labour market
Introduction

On the labour market, several labour market institutions exist that were
established to protect workers from, among other things, unfair
dismissal and income loss. Examples are severance pay, protection
against unfair dismissal and unemployment benefit. Furthermore the
tax system is a general economic institution with important
implications for the labour market.
Labour market law

There is a vast literature on the influence of direct labour market
regulation, i.e. labour law on employment and, more often,
unemployment. (see: Nickell (1982), Lazear (1990). A lot of interest
has been devoted to the role of the minimum wage (Card & Krueger,
1995; Neumark & Wascher, 1995; Drazen, 1986). The standard neoclassical approach dictates that various labour market institutions like
employment protection and the minimum wage hinder the clearing of
the labour market, and should therefore be done away with.
Institutional economists recognise the need for most of these
regulations to provide for some security for both workers and
employers on the labour market. Modern neo-classical economists
have incorporated these findings in their model and indeed found that
such a labour market could be efficient.
Employment protection is also important for the introduction of temp
agencies and other forms of non-standard working contracts. When
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employers consider employment protection to be too tight, a need for
non-standard flexible job contracts might arise on their behalf. A lot of
countries have indeed developed new legislation to prohibit certain
types of jobs, possibly only for specific sectors.
Social security regulations

Social security regulations in a broad sense, thus including disability
and unemployment schemes, have broadly received the same type of
criticism by labour economists, as have other labour market
institutions. Economists claim that the premiums necessary for
financing unemployment, disability and old age benefits have a
distorting (negative) effect on the labour market. Above that high
levels of benefits would lead to high wage floors that have similar
effects as a (statutory) minimum wage.
The relationship between the level and duration of unemployment
benefit on the one hand and the duration of unemployment (on the
micro level) and level (on the macro level) on the other side, has been
and still is an issue under close scrutiny in labour economics in general
and job search models in particular (Atkinson & Micklewright, 1991;
Belzil, 1994, Van den Berg, 1990)
The basic mechanism in job search models of unemployment is that the
unemployment benefit provides a disincentive to leave unemployment
for employment, encouraging workers to search longer or less
intensively for new employment. This mechanism works through the
reservation wage property. For workers that are employed there is a
similar incentive to quit employment because of the relatively high
replacement rate. It should be noted however, that the eligibility
conditions for receiving unemployment benefit are quite strict in most
countries. This means that it is not very easy to quit a job and
afterwards claim unemployment benefit (Atkinson, 1999).
Income tax systems

Income taxes levied on earned income of workers have, according to
neoclassical theory, adverse effects on labour supply of workers. The
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issue has been subject of a lot of empirical studies on labour supply of
both men and women (Heckman& MaCurdy, 1980; Blomquist, 1985;
Blundell & Meghir, 1986; Blundell et al, 1992). Results from empirical
research however are mixed. One of the first studies (Kosters, 1967)
found very weak tax effects for male labour supply for those in work
and only a bit stronger effects for those out of work. His findings were
confirmed by MaCurdy et al. (1990). Overall, weak income and tax
effects are found for the labour supply of men in numerous countries
(Heckman, 1993). The effects for female labour supply tend to be
slightly stronger but here also the evidence is mixed (Killingsworth &
Heckman, 1986).
Segmented labour markets and discrimination
The theory of segmented labour markets (SLM) emerged in the 1960’s.
The persistence of poverty in spite of the political commitment to full
employment and a variety of antipoverty programs lead Piore (1970) to
believe that this phenomenon could be best understood in terms of a
dual labour market. The reason that people could not escape poverty
was that they did not gain access to primary employment (Thurow &
Lucas, 1972; Harrison, 1972). Another reason for SLM advocates to
challenge the neoclassical theory of competition was the persistent
discrimination against minorities. (Reich, 1971) The large and
persisting differences in wages between white and black males and
between males and females - even when corrected for productivity
indicators - do, indeed challenge neoclassical theory (Becker, 1957,
1971; Arrow, 1972).
Thurow (1975) argued that the simple fact that unemployment existed
was an important indication that a simple marginal-productivity
(microeconomic) view of the labour market is not sufficient.
Thurow and Lucas proposed ‘job competition’ theory to replace ‘wage
competition’ theory to explain some of the empirical findings with
regard to SLM. The main elements of the theory are that:
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•

The workers’ skills and their reservation wages are largely
irrelevant in determining the number and type of job positions
actually filled.

•

The number and type of jobs are technologically determined.

•

Wages are claimed to be rigid and queues of workers at fixed
wages constitute the supply of labour.

•

Employers use screening devices to hire workers on their
trainability and adaptability.

Although changes in the business cycle change demand and thus the
length of the queues, the main locus of decisions about allocations,
promotions and on-the-job training is based in the within-firm labour
market rather than on the external labour market.
A similar approach is taken by Doeringer and Piore (1971). They
define a primary labour market as on composed of jobs in large firms
and/or unionised jobs, which tend to be ‘better’ jobs (higher pay, more
promotion possibilities, better working conditions, more stable work).
As a complement they define a secondary labour market containing the
low paid jobs that are held by workers that are discriminated against
and who have unstable working patterns. This secondary segment of
the labour market is largely overlapping with the external labour
market proposed by Thurow and Lucas.
The main difference between the two approaches is that Thurow and
Lucas focus on the demand side and the behaviour of employers
whereas Doeringer and Piore and other dualists focus mainly on the
behaviour of workers and their social attitudes (Cain, 1976). Where
Thurow and Lucas’s discussion is fairly neutral when it comes to the
choices of workers, Doeringer and Piore almost make it seem as if it’s
the worker’s own fault that there in a secondary or external part of the
labour market.
However both approaches have a lot in common also. They both more
or less explicitly state that two (or more) sectors on the labour market
exist that are segmented to a high degree. This is however nothing
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more than a hypothesis that needs to be tested with empirical data. To
do that we have to decide firstly what decides whether a job is
allocated to one segment or another. What makes a job secondary or
primary, internal or external, standard or non-standard?
Ideally we would be able to agree upon a one-dimensional scale of jobquality. This measure might be some weighted average of financial
returns (the wage), prestige or status, working conditions and
employment stability. The simplest test of the duality or segmentation
would then be to put the measure of job quality on the horizontal axis
and the number of workers on the vertical axes and see whether the
resulting frequency distribution is bi- or multimodal (Cain, 1976).
Another hypothesis to be tested is whether there is indeed little or no
mobility among the different segments. To what extent are workers
confined to one segment of the labour market (Cain, 1976)? This is one
of the most important questions in this study (see chapters 3 and 4).
A more advanced test of the dual labour market theory is offered by
Dickens &Lang (1985). They argue that measuring mobility
(differences) between sectors does not provide a sufficient test for the
dual labour market theory, because it does not provide a test of
rationing for the primary market jobs. They propose a formal test in
which they estimate two separate wage regressions for the two sectors
and a third equation that predicts sector attachment simultaneously.
Their results (for US data) indicate that the dual labour market theory
cannot be rejected.
Atkinson (1984) offers an alternative contribution to the dual or
segmented labour market debate. He introduces the concept of the
flexible firm, which divides its labour force into a core of permanent
workers performing the key tasks and a periphery of non-standard
workers, which insulated the core group from changes in demand and
other uncertainties. The peripheral workers are employed on a variety
of non-standard employment conditions such as casual and temporary
employees, freelancers and other subcontractors (Casey et al, 1997).
With this new type of duality is fairly easy to make a distinction
between the two sectors. Workers are assigned to either the non-
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standard or the standard job sector of the labour market on the basis of
job characteristics like employment and income stability associated
with the job. The type of the employment contract measures
employment stability. Temporary fixed term contracts are regarded as
less stable employment than are permanent contracts. Furthermore we
have different types of casual employment, seasonal work, temp
agency work and on-call work that are even less stable than fixed term
contracts in the sense that they often do not even provide a stable
income per week. All these temporary and otherwise unstable jobs are
defined as non-standard jobs in this study. In some applications of this
subdivision we also add (small) part-time jobs. We can then easily see
whether transitions take place between the non-standard and the
standard sector.

Scarring
A more recent strand of literature can be considered to be a successor
of segmented labour market theory. Following the idea that
unemployment leaves a more or less permanent stigma or ‘scar’ in the
sense that a spell of unemployment will have a negative effect on an
individual’s labour market prospects in subsequent years. For
unemployment, the scarring effect has been documented quite
extensively for its (negative) impact on wages (see e.g. Jacobson et al,
1993, Stevens, 1997, Arulampalam, 2001, Gregory and Jukes 2001;
Gregg 2001). Similar analyses have been done for the duration of
employment after spells of unemployment (e.g. Belzil, 1995, 2001).
Dickens & Lang (1988), when discussing segmented labour market
theory and claimed that: ‘In particular, the scarring effect of secondary
employment is worthy of further investigation’. This instigated a line
of inquiry that resulted in a number of papers on possible scarring
effects of secondary, low paid, low level, part-time or non-standard
jobs. This scarring literature is related to the issue of whether nonstandard or other secondary jobs act as ‘stepping stones’ or ‘traps’ for
the workers who have them. This is discussed in more detail later in
this chapter
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Some of the studies (e.g. Gangl (2001), Scherer (2004); de Grip and
Wolbers (2003)) are interested in the potential scarring effect of
starting a working career with an elementary or a low level job.
Pavlopoulos & Fouarge (2006) investigate the potential scarring effects
of entering the labour market in a low paid job. All of these studies
find negative ‘scarring’ effects for having had a secondary
(elementary, low level, low paid) job.
In Gangl (2003), it is argued that higher levels employment protection
legislation will lead to lower involuntary job mobility and therefore
lower risk of permanent scarring for the workers involved (Houseman
and Polivka, 2000; Kalleberg et al. 2000; Giesecke and Groß, 2002).

Tying it all together: labour market typologies
Economic decision making and the development of institutions does
not take place in a vacuum. Institutions have been shaped in a long
history of economic and political decision making. Even cultural
specific elements might have played a role in the development of
labour market and welfare state institutions. This idea was made
famous by Esping-Andersen (1990) with his work on welfare state
typologies. He defined three ideal typical welfare states: liberal,
corporatist and social democratic with the United States, Germany and
Sweden as ideal examples.
In this terminology, welfare state and/or employment regimes can be
characterized by their degree of decommodification: the extent to
which the welfare state and its employment regime eliminate
dependence on the labour market.
Decommodification as a concept originates with Polanyi (1980), who
argued that capitalism had to treat labour as though it were a
commodity like any other, produced for exchange (Holden, 2003).In
practice, therefore, some measure of decommodification of labour is
deemed necessary for the system to survive. The factor labour requires
non-commodified support systems (Offe, 1984, p. 263) ‘to preserve
and enhance it whenever it is not traded in labour markets’.
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The welfare state has an important impact on the functioning of the
labour market since it provides ‘a partial disincentive to work’ (Offe,
1984, p. 197) by ‘decommodifying the interests of workers. As a result,
the provisions of the welfare state are labour market imperfections by
negatively influencing labour supply. In this view, decommodification
has increased labour power and reduced pure market forces in the
labour market.
A liberal welfare state, with the United States as a prime example, has
a firm believe in the market (and the labour market in particular) as a
means to bring welfare to the maximum number of citizens. It is
recognized that the market fails sometimes and the state will then
intervene with welfare benefits that are typically means tested. A
corporatist welfare state as the German example has evolved from a
corporatist statist legacy with a strong influence of the church. This
type of welfare state is strongly committed to the preservation of
traditional family hood. Social democratic welfare states can be found
in Scandinavia (Sweden, Denmark). In this welfare state type welfare
provisions are institutional, seldom means tested and usually apply to
all citizens alike.
This account of different welfare types was published in 1990 and
since then a lot of things have changed. These changes have been
documented in several publications on the so-called ‘retrenchment of
the welfare state’ or ‘welfare states in transition’ (Pierson, 1994;
Esping-Andersen, 1996). The economic consequences of rolling back
the welfare state were documented in the book with the same title
(Atkinson, 1999). This book also contributes to a better understanding
of the role of social security systems on labour market outcomes.
Non-standard jobs pose a challenge to the welfare state. All three types
of welfare state were established in a time when permanent full-time
jobs were the norm. In the 1980s and 1990s several benefit regulations
were altered to ameliorate the build up of benefit entitlements for parttime workers. But some thresholds still remain in several countries.
Workers on temporary contracts that experience consecutive contracts
without intermediate spells of unemployment have basically the same
build-up of benefit entitlements as permanent workers. But when
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unemployment (or nonemployment) spells do occur, this will cause
gaps in pension and benefit entitlement build up. Moreover the
administration of benefit entitlement build up has proven to be such
that a fragmentary labour history is likely to lead to several problems
with regard to getting a benefit when the worker needs it, even when
he/she is in principle entitled to one. This is especially important with
liberally oriented welfare state with its focus on means and income
testing. It is not hazardous to say that the benefit administrations,
especially those of the liberal type, are not very well equipped to deal
with workers with fragmentary labour market experiences. Some
would therefore argue that non-standard jobs are precarious and are
therefore a form of recommodification (Holden, 2003).
Typology approach for comparative research
Comparative labour market research as done in this dissertation should
be informed also by the cross-national institutional differences
reflected in labour market policies and social security designs. Looking
at the differences between countries shows that there is a wide variety
in institutions and policies. Nevertheless there is some use in clustering
these differences into a limited set of welfare and employment regimes
as Esping-Andersen proposed (Muffels & Fouarge, 2001).
Esping-Andersen’s classification turns out to be quite useful for
comparing the three countries that are dealt with in this dissertation.
Great-Britain is a typical example of a liberal (Anglo-Saxon) welfare
state, whereas Germany is a continental corporatist type of welfare
state and the Netherlands are classified as a social democratic welfare
state. Since, in this dissertation, the main interest is in the labour
market performance of these welfare regimes, we will use the term
employment regime instead of welfare regime.

Stepping stone or trap?
In many studies about non-standard employment the research question
is whether non-standard jobs are functioning as ‘stepping-stones’ to
standard (full-time, permanent) employment. Especially for part-time
work a lot of empirical studies have been done.
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Blank (1989, 1994) suggested that part-time work may indeed function
as a stepping stone into full-time work for (black) women in the US.
Gianelli (1996) found similar results for foreign women in West
Germany. In his transitional labour market approach, Schmid (1998)
identifies part-time work as one of the means for integration into work
for people currently unemployed or inactive. However, this approach
has its limitations. Firstly in the sense that recent empirical work for
Germany and Great Britain (O’Reilly and Bothfeld, 2002) and other
EU countries (Buddelmeyer et al. (2005)), shows that there is little
evidence that part-time work leads to full-time work. Secondly, it
implicitly assumes that full-time employment is the only labour market
state to strive for, which from an individual or household labour supply
perspective is not necessarily true
To investigate whether temporary jobs are ‘stepping stones’ towards
standard jobs, a number of empirical studies have been done as well.
For Germany, Hagen (2003) found that workers on fixed-term
contracts increased future employment probabilities (including both
fixed-term and standard contracts) and the probability of obtaining a
permanent contract. Furthermore, it reduced the probability of
dropping out of the labour force. Also for Germany, McGinnity et al
(2005) found that many temporary workers move into permanent jobs,
often with the same employer. For workers with a low level human
capital, temporary employment more often leads to a spell of
unemployment. For Great-Britain, Booth et al. (2002) showed that the
median duration of fixed-term contracts before the transition to
permanent employment is about 3 years. They found that especially
young men make the transition from temporary to standard work. In a
similar approach for the Netherlands (Zijl, 2006) has defined a
‘stepping-stone’ effect as the effect of the presence of temporary jobs
on the duration until finding regular (standard) work. She concluded
that the existence of temporary employment did not lead to a reduction
of the duration until finding regular employment. The duration of
unemployment was reduced by temporary work. In a counterfactual
situation, where temporary jobs were not present, workers would have
to wait just as long for a regular job and stay unemployed for the whole
duration. In the situation where temporary jobs are present, instead of
remaining unemployed, workers are also employed on temporary
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contracts. For a more extensive overview of empirical results on the
‘stepping-stone’ hypothesis, see (Zijl, 2006)

Flexible jobs and wages: Efficiency wages, implicit
contracts, compensating wage differentials and screening
When non-standard jobs are defined to belong to a separate segment of
the labour market, one way to formally test whether this makes sense,
is to estimate wage equations in which non-standard jobs can be
identified as such. But theories concerned with wages might work
differently in different segments, especially those theories concerned
with job security. That is why these theories are evaluated with respect
to non-standard jobs in this paragraph.
Economic theory predicts that every worker will be paid according to
his/her productivity. However, this result can only be achieved under
perfect and complete information. In practice, workers have to be
monitored to see if they indeed work to their productive capacity. The
idea that differences in the wage level do not necessarily reflect
differences in productivity as human capital theory predicts, is
investigated in efficiency wage and implicit contract theory. These
theories provide arguments for defending job security and wage
rigidity without distorting efficiency.
Efficiency wage theory predicts that firms may substitute higher wages
for costly monitoring (Shapiro & Stiglitz, 1984). In other words,
efficiency wage theory is relevant since it deals with wages set above
the corresponding market wage for providing motivational incentives
for commitment to the firm and sustained effort. Workers get paid
more than the market-clearing wage and face a loss when they get
fired. To reduce the risk of getting fired they work harder, in
accordance with their productivity. According to efficiency wage
theory the setting of a wage above the market wage may under certain
conditions enhance labour productivity and efficiency.
The mirror image of this effect is that monitoring work effort can be
used to select workers for promotion or pay increases (screening).
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Workers then can look forward to a reward (future promotion, pay
increase) and therefore increase their work efforts, to get noticed by
their superiors. So screening (for promotion or pay increase) might be
an alternative to paying efficiency wages.
Another deviation from paying market-clearing wages stems from
differences in quality between jobs. In fact this is a relaxation of the
homogeneity assumption on the job market. Jobs that involve hard
physical work and a high risk of injury are less likely to be very
attractive to job seekers. Therefore the firm can choose to pay
compensating wage differentials. Unattractive jobs should therefore
have higher wages according to this theory.
When we adopt a life cycle approach to labour market behaviour yet
another theory of wages enters stage: implicit contract theory. This
implies that workers get paid less than their productivity level in the
first part of their career and more than their productivity level in the
latter part of their career, the implicit assumption being that workers
and firms engage in a career long commitment.
Another way to look at both compensating differentials and implicit
contract theory is that employment protection rules may cause the
equilibrium wage level to be lower, since workers because of work
security and stable wages, accept lower wages, which therefore may
result in higher employment. The argument which runs counter to this
theory is that the lower probability of dismissal because of labour
protection laws may have a negative effect on work effort because of
reduced possibilities for sanctioning shirking workers. The theory
explicitly account for experience rating or age effects in the wage
setting since it assumes that younger people accept lower wages than
correspond to their labour productivity since they know that they will
get wages in excess of their labour productivity at higher age. The
popularity of mandatory and early retirement schemes and the
preferences of employers for young workers provide evidence for the
relevance of the implicit contract theory. In line with the contract
theory is also that the elderly will have very little chances to get a job
once they become unemployed since employers prefer younger,
cheaper workers. According to implicit contract theory one could also
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assume that for jobs offering little security or wage stability the wage
level should be set at a higher level in order to compensate for job
insecurity and wage instability.
How would these effects apply to workers in temporary jobs? Well, as
always, it depends. When a worker uses the temporary job as a
‘stepping stone’ to a permanent job with the same firm, then there is a
reward to be earned and he/she will work harder to be noticed. So then
there is no need for a firm to offer wages above market clearing level.
When, on the other hand, the temporary job offers no or very little
prospect of permanent employment with the firm, high monitoring
costs might be expected to prevent workers from shirking. Then
efficiency wages might also work.
When temporary jobs are used by firms as a screening device, that is
the firm hires people on temporary contracts to observe their
productivity, and then either offer them an other (permanent) job or let
them leave at the end of the temporary contract. This is an example of
the temporary job with prospect for a permanent one. Then, as
described above, during the screening period there is no need for firms
to pay efficiency wages. It is up to the worker to show that he/she is
productive even if there are monitoring problems.
Temporary jobs are less attractive to workers than permanent jobs, all
other things equal and assuming that quitting a permanent job is
without cost for the worker. Both temporary jobs with and without
prospect for permanent employment or promotions are to be valued
less than comparative permanent jobs by workers. This could mean
that the ‘quality’ of temporary jobs is lower because of the inherently
higher probability of unemployment and firms have to pay higher
wages for the temporary job. This line of reasoning is similar to that of
Adam Smith’s discussion of equalizing wage differences on
unemployment risk for, e.g. bricklayers.

Modelling job search in a segmented labour market
In this paragraph a model is introduced which incorporate the main
characteristics of flexible jobs, namely having less than full-time hours
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or being temporary. The general framework will be the job-search
framework. Furthermore, within this framework deserved attention will
be given to the other labour supply theories described earlier.
Job search and flexible jobs

Flexible (temporary or part-time) jobs pose two challenges for the jobsearch framework. Both challenges can be addressed by means of
extension of the reservation wage property. In job search models,
workers accept wage offers only if the net present value of the wage
offer is higher than the expected net present value of remaining in
unemployment one period longer. Given the wage distribution, search
costs and current (non wage) income, this search process results in a
reservation wage. In the presence of non-standard jobs, the reservation
wage property is more complicated, because jobs can no longer be
characterised by the wage only. Therefore, valuation of job-offers is
more complex. At least three variables play a role. The duration of the
contract offered, the number of hours per week specified in the
contract and, finally, the hourly wage. This complication holds for both
unemployed workers and for on-the-job searchers. The value of a job is
represented by a function that includes the three variables mentioned
above, viz. wage, duration and number of hours per week.
Taking into account the theoretic notions presented earlier in this
chapter we now move to presenting a formal theoretical model of job
search in a labour market with at two types of jobs: non-standard and
standard jobs. The individual’s decision problem is embedded in a
household context and in an institutional setting that includes
unemployment benefits and dismissal protection among others.
The individual worker is faced with a similar decision problem as in
the Roy model (Roy, 1951; Heckman & Honore, 1990). The Roy
model is basically a modified labour supply model in which different
wages are offered in various sectors on the labour market. As in
Magnac (1991) we model distinct sectors with different types of jobs.
However, the interest here is in the labour supply decision rather than
in the resulting wage.
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Similar to a standard reservation wage property in a standard job
search model, a ‘reservation value’ property is assumed. That is from
the optimisation of the search process follows that a job with value
V (w, h, d ) is accepted if its value is higher than the ‘reservation value’
V * (w, h, d ) , where the value V (w, h, d ) of a job offer is a function of
hourly wage (w), number of hours per week (h) and duration in months
of the contract (d).

The net present value of a (non-standard) job offer, V can be assumed
to have the following functional form:
d
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With h1 , w1 , d the number of hours, the hourly wage and the duration
of the (temporary) job offer respectively, b the (constant) level of
nonlabour income, 1 + r the interest rate, α the chance of becoming
unemployed after the duration of the contract, h2 , w2 the number of
hours and the hourly wage in the permanent job that follows the
temporary job.
This function has partial first derivatives with the following signs:
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?0,

(1-5)

depending on leisure/homework preferences
Now, it is important to note that for the sectors with non-standard jobs
the following holds:
d <∞

(1-6)

and Vnonst has a value denoted by the formula above. If, however
conventional job search model is followed for the sector with standard
jobs and d = ∞ , then the value of a job offer follows the formula
underneath:
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∞

V ( w, h, d ) = ∑
t =1

h1 w1
hw
= 1 1
t
r
(1 + r )

(1-7)

Now the individual choice model reduces to the comparison between
the values obtained in each sector. We can formally state the decision
model for labour supply where Vnonst , Vst are the offered values for the
sectors with non-standard and standard jobs respectively.
Thus the four sectors model is written as:
•

Standard employment

•

Non-standard employment if:

Vnonst > Vst , Vnonst > V *

•

Unemployment

if:

Vnonst > V *

•

Nonemployment

if:

V * > Vnonst , V * > Vst

if:

Vst > Vnonst , Vst > V *

or Vst > V *

(1-8)

The offered job values follow from the behaviour of firms that can
operate in both sectors. Their behaviour is not known to us but is
assumed to be somewhat like the behaviour described earlier which is
similar to the behaviour proposed by Thurow and Lucas, at least in the
sense that they demand labour bundled in different types of job
contracts.
Now given the values of Vnonst and Vst we can infer the reservation
utility from a simple neoclassical model of individual’s optimal search
behaviour, which is represented by the following utility function for a
single period (Pencavel, 1986):
max U ( x, hw , hsp ; A, ε )

(1-9)

with x a bundle of commodities (household consumption), hw the
worker’s hours of work, hsp the worker’s spouse’s hours of work, A
the personal characteristics of the worker and ε some preference
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indicator which is unobserved to the researcher. The budget constraint
for this optimisation problem is:
px + m = hw ww + hsp wsp

(1-10)

with p the general price level, x consumption and m nonlabour
income. Because the value of an offered job also contains information
about future income streams (either through a follow-up job or a
benefit), the utility maximization problem needs to be analysed in a life
time perspective:
∞

max ∑ U t ( x, hw , hsp ; A, ε )

(1-11)

t =1

with respect to:
px + m
= Vw ( hw , ww , d w ) + Vsp ( hsp , wsp , d sp ) =
r
dw
hw1ww1
+
∑
t
t =1 (1 + r )
∞
∞
b
hw 2 ww 2
+
+
−
+
(
1
)
αw ∑
α
∑
w
t
t
t = d w +1 (1 + r )
t = d w +1 (1 + r )
d sp
hsp1wsp1
+
∑
t
t =1 (1 + r )
∞
∞
hsp 2 wsp 2
b
α sp ∑
+
+
(
1
−
α
)
∑
sp
t
t
t = d sp +1 (1 + r )
t = d sp +1 (1 + r )

(1-12)

From this constrained optimization problem we can derive:
x j = x( p, ww , wsp , d w , d sp y, A j , ε j ),
h j = h( p, ww , wsp , d w , d sp , y, A j , ε j ),

j ∈ [ w, sp ]
j ∈ [ w, sp ]

(1-13)
(1-14)

Main interest goes to the equation for labour supply. This means that a
worker’s labour supply depends on the price of the consumption
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bundle, the hourly wages and durations for both jobs, the worker’s
individual characteristics and unobserved preferences. The exact
solution depends on the outcome of the bargaining problem between
the worker and the spouse. Here the usual solution is followed and it is
assumed that the household’s utility function is identical with that of
the “head” of the household and that the “head” takes into account the
welfare of all other household members (Samuelson, 1956; Becker,
1974; Pencavel, 1986)
We can write the expression for the optimal amount of hours in terms
of the reservation utility also. Firstly we evaluate at h = 0 to determine
the reservation utility R*j (w j , d j ):
R *j
p

= − m( x,0; A j , ε j )

(1-15)

where m is the marginal rate of substitution of working hours for
commodities, which is equal to the real reservation value. So the
reservation value is decided by the price level, the level of
consumption (itself dependent on independent income or wealth), and
personal characteristics and tastes. In this neoclassical framework the
reservation value is relevant for the participation decision.
Another way to arrive at an expression for the reservation wage (or
reservation value) is within the job search framework. This model was
first developed by Wolpin (1987) and extended by Blau (1991).
The worker is assumed to have a Cobb-Douglas utility function
U = W γ 1 H γ 2 , γ 1 > 0, γ 2 < 0

(1-16)

Where U is the per period utility when employed at earnings of W per
period and H hours of work per period. In this model jobs consist of
specified levels of weekly earnings and hours. This model has a
reservation value property. Any job offer that yields a utility higher
than the reservation value is accepted. The reservation value changes
with the duration of the search. Blau mentions a finite horizon and
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nonstationary offer probability as causes for this change of the
reservation utility. This is particularly appropriate for on-the-job search
with a temporary job. As mentioned in Chapter 6 we can apply the
‘advance notice ‘ approach developed by Swaim & Podgursky (1990)
and others to this problem. For search when unemployed we might
point to some particularities of the unemployment benefit (level and
entitlement) and other social security regulations that can cause
nonstationarities. In the neoclassical model this would be denoted by
changes in the y variable.
We can build up most of the argument around the reservation value
property derived from both the neo-classical and the job search model.
In our empirical investigations we will emphasise the job search
approach for it is more appropriate for the dynamics that we want to
model. For transitions from nonemployment to working in a nonstandard job the reservation wage will be influenced by both the level
and duration of the unemployment benefit and other household
income. The arrival rate of job offers will be determined by human
capital variables like age, education and experience and
macroeconomic circumstances. The same holds for the wage
distribution where the job offers are drawn from. In turn the wage
distribution influences the gains of search and subsequently the
reservation wage or utility.
Summarizing we can point out a set of variables that influence
transitions on the labour market, both from nonparticipation to either a
non-standard or a standard job and from a non-standard job to a
standard one. These variables can be subdivided into 6 categories:
•

individual characteristics (age, gender, marital status)

•

human capital variables (age, educational attainment, tenure, labour
market history)

•

household characteristics (number of people, number of children,
place in the household, household income, hours of unpaid labour
in the household, etc.)
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•

job characteristics (type of contract, number of working hours,
sector of employment, (these characteristics are used for deciding
labour market status rather than for the actual transition model ),
industry sector, tenure, occupational level)

•

institutional characteristics (replacement rate, benefit entitlement)

•

macro variables ((change in) unemployment level, # of job
changes)

Some of these variables are related directly to theories like for instance
the human capital variables, which follow directly from human capital
theory. Gender and marital status have proven themselves as relevant
variables in a vast body of empirical labour economics. Theories of
labour supply in a household context can also account for these
variables, as they can for the variables in the category household
characteristics. Finally job search theory and the reservation wage
property can account for the institutional variables and the macro
variables.
In the following chapters these variables will be used in a number of
empirical models. But firstly, careful attention will be given to the
specification of applied econometric models of individual transitions
on the labour market. Both discrete and continuous models will be
discussed in Chapter 2.
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2
Econometrics of labour market
transitions with non-standard jobs

Introduction
Given the theoretical models in the preceding chapter we have to
specify empirical models that will be estimated in the following
chapters. However, we now have to take into account that not all of the
theoretical notions translate into empirical models (and testable
hypotheses) in a straightforward manner. The models presented in this
chapter are reduced form models because estimating structural models
would require data on employer behaviour which are not available for
this study.
Three main groups of econometric models will be used. The first two
groups are discrete transition models on the one hand and (discrete)
duration models on the other hand. Furthermore models for wage
regressions will briefly be discussed.
The main difference between the first two groups is which variable is
chosen as the dependent variable. In the case of discrete duration
models this is the duration (in days, weeks, months) of a spell in which
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a certain labour market state is occupied. In a popular specification the
duration is explained by the hazard rate. For transition models this
translates easily into a multinomial logit or probit model in which
relative transition or hazard rates for a given time period are modelled
explicitly.
In all of the aforementioned models unobserved heterogeneity must be
accounted for. Unobserved heterogeneity originates from the
impossibility to measure all differences between individuals
adequately. However many variables one adds to the specification,
there is always some heterogeneity left

Discrete choice models
Multinomial logit models

Multinomial logit models are an example of the wider class of limited
dependent variables models. The basic notion in this type of models is
that the dependent variable can only take discrete values instead of
being continuous on a full − ∞, ∞ domain (Maddala, 1983).
In ordinary (binomial) logit (and probit) models it is assumed that there
is an underlying or latent response variable yi* defined by the (linear)
regression relationship:
yi* = β ′xi + u i

( 2-1)

In practice, however yi* is unobservable. What is observed is a binary
choice variable yi :




yi = 1
yi = 0

if yi* > 0
otherwise

(2-2)

The difference between logit and probit stems from the difference in
cumulative distribution F of the error term ui . If it is a normal

66

Econometrics of labour market transitions with non-standard jobs
distribution than we have a probit model, when the cumulative
distribution F is logistic, we have a logit model (Maddala, 1983).
A straightforward generalisation of the binary choice logit model is the
multinomial logit model in which the y variable does not only have
values 0 and 1, but m possibilities in the choice set: j = 1,..., m
(Maddala, 1983).
Pj = Pr( yi = j ) =

exp( β ′j x)
m −1

1 + ∑ exp( β k′ x)

,

j = 1,K, m − 1

(2-3)

k =1

Pm = Pr( yi = m) =

1
m −1

1 + ∑ exp( β k′ x)

( 2-4)

k =1

This is the standard multinomial logit model. In this study it can be
used to model both static and dynamic models in which the choice set
consists of m different labour market statuses. Each of n individuals
will fall into one of these statuses in each period.
The multinomial logit model can be used to estimate the relative
probability of being in either of the labour market states defined in the
following chapters. In this dissertation we apply this model in more
dynamic analyses in which the relative probability of making a
transition to another labour market state compared to staying in the
same labour market stated is modelled. In these dynamic models,
problems of initial selection and state dependence will be encountered.
Initial selection and state dependence in panel multinomial logit
models

When multinomial logit models are used to model relative transition
probabilities from one state to another rather than relative probabilities
of occupying a certain state, problems of selection bias (caused by
initial selection or state dependence) have to be faced.
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A simple way to adapt the multinomial logit model to correct for
selection is to add the lagged (labour market) state (that is, the discrete
choice variable) as an explanatory variable (Gong et al., 2004,
Heckman, 1981).
Pj =

exp( β ′j x + γ ′j z )
m −1

1 + ∑ exp( β k′ x + γ k′ z )

,

j = 1, K , m − 1

( 2-5)

k =1

With z a vector of dummy variables indicating lagged labour market
state and of interactions of this dummy with x . This is equivalent to
adding the lagged discrete choice variable. Furthermore an individual
random effect α ij is added to be able to control for unobserved
individual heterogeneity. This heterogeneity is assumed to be time
invariant for each individual and could be different for each destination
state:
Pj =

exp( β ′j x + γ ′j z + α ij )
m −1

1 + ∑ exp( β k′ x + γ ′j z + α ik )

,

j = 1,K, m − 1

( 2-6)

k =1

Now, let us consider the fact that the transition probabilities into the
three destination states may be influenced by the initial state. That is,
people who are in non-standard employment in the first period of
analysis could have unobserved characteristics that are different from
individuals say in standard jobs. This will affect the likelihood of
making a transition into standard employment. One should therefore
control first for the probability of occupying a non-standard job at a
given point in time and next for the probability of making a transition
out of such job. This initial condition problem can be generalized for
more than two time periods. Heckman (1981) showed that
approximating the initial state by using a static cross-sectional
multinomial logit model performs quite well and leads to small
asymptotic bias only (Heckman, 1981). The model is estimated for
t = 1 (the first period available in the data) with different slope
parameters and does not include z .
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Pj =

exp(π ′j xi1 + θ ij )
m −1

1 + ∑ exp(π ′j xi1 + θ ij )

,

j = 1,K, m − 1

( 2-7)

j =1

Where π is a vector of parameters and θ is the individual random
effect.
The complete model can be represented by a likelihood function and be
estimated by Maximum Likelihood. If the individual effects α i and θi
were observed, the likelihood contribution of individual i with
observed states j1 ,..., jT would be given by (Gong et al, 2004):
T

L(α i ,θ i ) = P1 ( j1 | X i1 ,θ i )∏ Pt ( jt | X it ,α i )

( 2-8)

t =2

This would be straightforward to compute if α i and θi were known.
Since they are unobserved they must be integrated out.

∞

∞

−∞

−∞

Li = ∫ L ∫ Li (ηi )ϕ (ηi )dηi 2 K dηim

( 2-9)

with ηi (α i ,θi ) and ϕ (ηi ) is the joint density function of (α i ,θi ) .
This is not computationally feasible with standard maximisation
methods and therefore a Simulated Maximum Likelihood (SML)
approach is used.

SML is based on the property that the expected value can be
approximated by a simulated mean. For each individual R values of
(α i ,θi ) are drawn from  m −1 (0, I m −1 ) (standard normal distributions)
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and the average of the R likelihood values conditional on the drawn
values of are computed.
The multiple integral from formula (2-9) is thus replaced by the
following expression:
LRi =

1 R
Li (ηiq )
∑
R q =1

( 2-10)

The resulting estimator is consistent if R goes to infinity relative to the
n → 0 and with
number of observations (n). That is, if
R
independent draws across observations, the method is asymptotically
equivalent to maximum likelihood (see Lee, 1992 and Gourieroux and
Montfort (1993)).
Independence of irrelevant alternatives assumption

Another, related problem with the standard multinomial logit model is
the standard assumption of independence of irrelevant alternatives
made in standard multinomial logit models. Technically, this means
that the errors ε ij are independently and identically extreme value
distributed across alternatives for each individual. This implies that the
ratio of probabilities of choosing any two alternatives is independent of
the parameters and the variables for all other alternatives. The
assumption is violated if some of the alternatives are close substitutes.
More formally and generally the problem should be thought of as a
problem of correlated error terms or a selection bias problem that
causes inconsistencies in parameter estimates (Moffitt, 1999). A simple
labour economics example might illustrate this: estimation on a
subpopulation of workers in non-standard jobs will yield biases and
inconsistent estimators if the subpopulation of non-standard workers is
systematically different from the subpopulation of workers on standard
jobs. The subpopulation of workers on non-standard jobs is a selfselected sample and their relative choices between working in a
standard or non-standard job (the next year) are likely to be different
from the choices workers in standard jobs might make. Hence
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estimates based on the subpopulation of non-standard workers will not
yield parameters which apply to the total population. The IIA
assumption presumes the opposite; that the rest of the population
would make the same relative choices between working in a standard
or non-standard job. In this dissertation the interest is in the behaviour
of workers on non-standard jobs exclusively most of the times, so this
problem is of moderate importance only.
But it is important to note that the errors ε ij are correlated across
alternatives when we are concerned with job choice or other labour
economics applications where the individuals have unobserved
preferences, which are correlated across alternatives.
One approach is to seek a reduced form model that does not impose an
IIA assumption. Examples are given in Moffit (1999). A drawback of
these reduced form approaches is that they do no longer are direct
translations of the Random Utility Maximization (RUM) models.
Therefore we revert our attention to an empirical specification that can
approximate the RUM model as closely as possible, the Mixed
Multinomial Logit (MMNL) model (McFadden & Train, 2000).
Mixed multinomial logit (MML) models

An extensive treatment of state dependence or selection in multiperiod
MNL models is offered by McFadden & Train (2000) and Revelt &
Train (1998). They specify a so-called mixed multinomial logit model
(MMNL) that was first introduced by Boyd & Mellman (1980) and
Cardell & Dunbar (1980). This is a MNL model with random
coefficients β drawn from a cumulative distribution G (β ,θ ) . These
random parameters may be interpreted as arising from (unobserved)
preference heterogeneity in the population.
The MMNL model follows directly from a repeated choice model with
unobserved heterogeneity in the population of respondents, in our case:
workers. It leads to a class of response models based upon random
utility maximization (RUM) models. A worker allocates hours of
labour supply and a number of goods and decides to choose one of a
number of labour market statuses, each with its own characteristics.
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This decision problem is essentially the same as the decision problem
in the Roy model described in Chapter 1. We can consider two sources
of unobserved heterogeneity, features of alternatives that are not
recorded by the researcher, and unmeasured characteristics of the
workers (unobserved heterogeneity as we know it from the labour
economics literature). We will choose our labour market statuses in
such a way that the first source of unobserved heterogeneity can be
ruled out because the labour market statuses will cover all workers in
all periods. So there will be no alternative labour market status
unrecorded. Explicitly allowing for unmeasured characteristics of the
workers will enable us to distinguish these characteristics from state
dependence.
Let q = (h, c, x ) denote a worker’s resource allocation, where x is a
vector of observed attributes of the chosen alternative (other than the
number of hours), h is labour supply and c is consumption. Workers
have a vector of observed characteristics s and a vector of unobserved
characteristics ς with (s, ς ) determining preferences over resource
allocations. With some mathematical standard assumptions (see:
McFadden & Train, 2000) we can specify a utility function in which
both the resource allocation and the preferences are specified:
U (h, c, x, s, ς ) .
Workers make choices as to maximize this utility function subject to
some money and time budget constraints. In this case, the worker face
with alternative employment opportunity x will choose hours of work
h and consumption c to maximize utility given the budget constraints.
Suppose the budget constraint is:
b + wh = pc + C

( 2-11)

with b non-wage income, C is the cost for the alternative, w is the
wage and p is the vector of good’s prices.
For the alternative chosen, maximum utility then satisfies
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U ′(b − C , p, w, x, s, ε ( x ),υ (s )) = max U (c,24 − h, x, s, ε ( x ), υ (s ))

( 2-12)

subject to the restriction in formula (2-11).
This is a conditional indirect utility function, give the discrete
alternative. This function will have standard economic properties, that
is it is increasing in b − C non-increasing in ( p, w) , and homogenous
of degree zero and quasi-convex in (b − C , p, w) (see McFadden &
Train, 2000 for more technical details).
This representation of a discrete choice model that follows from a
random utility model also applies to multiple (repeated) or dynamic
choice situations, such as the ones studied in this dissertation. It
extends easily to a time-series of serially correlated RUM models
approximated by serially correlated mixtures of a product of MNL
models for the individual decisions.
Then we have
PC (i1 ,K, it | x,θ ) = ∫ ∏ LCt (it ; xt ;α ) ⋅ G (dα ;θ )
t ≤T

( 2-13)

where LC t (it ; xt ;α ) is a MNL probability for period t choice with xt
vector of functions of alternative attributes and worker characteristics
that may include both state dependence on historical choices, and G is
a distribution that can in general include the effects of unobserved
heterogeneity and serial correlation. When both state dependence and
unobserved heterogeneity are present, this model suffers from
Heckman’s initial values problem, and a latent class form of the model
with G depending on initial state can be interpreted as the HeckmanSinger semi parametric treatment for this problem. While both state
dependence and unobserved heterogeneity are known phenomena in
the modelling of individual labour market behaviour this model
provides us with an excellent tool.
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Simulation methods for estimating the MML model

Because the integral in formula (2-13) can neither be obtained
analytically, nor by computationally feasible numerical integration of
low dimension, it is impossible to use conventional maximum
likelihood methods to estimate the parameters of interest. Thus we
have to revert to simulation methods for PC (i1 ,..., it | x,θ ) and its
derivatives, and use these simulation approximations for statistical
inference.

Duration models
Duration models can be used to describe failure times for machine
parts or to model survival times for patients with different types of
medication. In labour economics they are often referred to as job
search models. These job search models ‘failure’ or survival time is the
duration of unemployment. ‘Failure’ or ‘death’ in these models is
finding a job, retreating oneself from the labour market or, indeed,
death. The first to introduce the economics of information and
uncertainty into the field of labour economics was G. Stigler (1962).
Since then, the theory of job search has developed as a complement to
the older neoclassical labour economics framework. The original
contribution of search theory to labour market analysis was to apply
the search theoretic approach to the analysis of unemployment spell
durations. This model, which is a derivative of developments in the
theory of sequential statistical decision theory, is designed to focus on
the typical worker’s problem of finding employment in a decentralised
labour market (Mortensen, 1986). Information on available jobs, either
standard or non-standard, and their accompanying wages, number of
hours per week and duration is recognised as imperfect. Through the
search process the individual worker acquires and evaluates
information and on the basis of that information decides whether or not
to accept a job offer. Formalising this process provides a framework
for the analysis of the observed variation in unemployment duration
experienced by different individuals.
The empirical translation of these duration models usually involves a
‘hazard rate’ specification. That is a, discrete or continuous hazard
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function is defined that specifies the hazard rate for a point or a period
in time. In structural labour economics models the hazard rate is often
defined as the product of the job offer arrival rate j and the acceptance
rate a .
For instance, the duration of unemployment (or any other labour
market state, for that matter) can be modelled by specifying the
conditional probability of leaving unemployment (e.g. Lancaster,
1990). The hazard is the product of two probabilities: the probability of
receiving a job offer ( j ) and the probability of accepting the job offer
( a ). For spells of employment this would translate into the probability
of receiving an ‘end-of-job’ offer (other job, retirement) and the
probability of accepting the offer.

θ ( x, t ) = j ( x , t ) ⋅ a ( x, t )

( 2-14)

In empirical specifications we see an alternative dissection of the
hazard function into the so-called baseline hazard (depending on the
time elapsed only) and a part that is explained by characteristics of the
worker experiencing the (unemployment) spell of interest.
This proportional hazards family has the following general form
(Lancaster, 1990):

θ ( x, t ) = k1 ( x ) ⋅ k 2 (t )

( 2-15)

The function k2 (t ) is called the baseline hazard that is the same for all
individuals. It captures the idea that the hazard rate out of
unemployment can vary over the course of the unemployment spell.
An example is the lower exit rate out of unemployment for the long
term unemployed due to stigmatisation effects. The function
k1 ( x ) contains the characteristics that can vary across individuals. If the
individual characteristics are time-varying the hazard function looks
the following:

θ ( x, t ) = k1 ( x(t )) ⋅ k 2 (t )

( 2-16)
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Then the hazard function is no longer proportional but nevertheless it is
often referred to as such.
Empirical duration models

The typical framework used in the empirical analysis of unemployment
duration is the job search approach (see for example, Lancaster, 1990).
The duration of unemployment is modelled by specifying the
conditional probability of leaving unemployment, the hazard function.
The hazard function can be evaluated as the product of two
probabilities, the probability of receiving a job offer and the probability
of acceptance of the offer. This is the proportional hazard specification.
Economic theory, however, has more to say about the relationship
between the hazard rate and elapsed duration in unemployment than is
often accounted for in empirical work. Wrong assumptions about the
form of the baseline hazard can potentially bias the estimated effects.
Empirical work on the impact of unemployment benefits that have
limited duration (for an overview, see Atkinson & Micklewright,
1991), shows that the hazard rate can indeed change quite dramatically
over the duration of the spell.
The Weibull specification allows only for hazard rates that
monotonically increase or decrease with duration. The hazard function
then looks the following:

θ ( x, t ,ν ) = k1 ( x ) ⋅ναt 1−α

( 2-17)

where k1 ( x ) is the function that represents the effect of the individual
characteristics, as above, ν is a constant and ναt 1−α is the baselinehazard. This function increases monotonically in t for α ∈ 0,1 and
decreases monotonically in t for α < 0 and α > 1 .
Han and Hausman (1990) reject this specification using US data from
the Panel Study of Income Dynamics as too restrictive. Likewise, using
UK data, Narendranathan and Stewart (1993) conclude that the
Weibull model does not provide a satisfactory representation of the
empirical hazard rate from unemployment.
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A more flexible specification of the baseline hazard rate allows for
non-monotonic variation with duration, and therefore a wider range of
possible effects of duration on the hazard rate are captured. This is
important if non-stationarities, such as running out of unemployment
benefits, exist in the job search environment.
When we want to incorporate this notion in the hazard function a
discrete time hazard rate for person i in the time interval j to leave a
certain state would look the following:

θ ( x, t ,ν ) = 1 − exp(exp( x ′β + φ (t )))

( 2-18)

where x is a set of individual characteristics, β is a vector of
coefficients and φ (t ) is some functional form of how the duration of
the spell affects the hazard rate. Here it is assumed that for each time
interval there is a specific parameter that is constant over that period
(Prentice and Gloeckler,1978).

φ (t ) = φ1 if t = 1
φ (t ) = φ 2 if t = 2
M

φ (t ) = φT

( 2-19)

if t = T

In other words, the specification of the baseline hazard if fully flexible
by allowing it to be constant in each time period with an interval
specific parameter φt . This parameter can be interpreted as the
logarithm of the integral of the baseline hazard over the relevant time
interval.
The extension of the standard single risk model to two or more
independent exit destinations is referred to in the statistics literature as
an independent competing risks model, where the log-likelihood can be
split into the sum of its risk-specific hazards (Lancaster, 1990).
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K

θ ( x, t ) = ∑ θ j ( x , t )

( 2-20)

j =1

In such a model observations which exit to a different destination are
treated as censored. In this dissertation, two competing risks (K = 2)
can be distinguished: unemployment can end with finding a job, or
with a spell of nonparticipation.
In principle, this model could be extended to allow for unobserved
heterogeneity. However it has been established that adding a (possibly
misspecified) unobserved heterogeneity term could possibly introduce
more serious distortions than those caused by ignoring unobserved
heterogeneity (Narendranathan & Stewart, 1993; Arulampalam &
Stewart, 1995; Böheim & Taylor, 2000).
Initial condition problem for unemployment duration models

In chapter 6 we model unemployment durations and investigate
whether these are different for workers that left a temporary job and
workers that were made redundant from a permanent job. Estimation of
duration models is then problematic since these two groups have
different ‘initial conditions’ and this could potentially lead to biases in
the estimation of the hazard rates in the duration model. Formally, this
would call for a specification in which the initial condition (in this case
in probit or logit form) is incorporated explicitly in the estimation
procedure (Heckman & Singer, 1984; Ham & LaLonde, 1996).
Technically, the initial condition problem is related to unobserved
heterogeneity issues (discussed in the preceding paragraph) and
duration dependence. Either way, estimating and identifying these
models is analytically and computationally challenging (Ham and
LaLonde, 1991) and would require simulation methods, mass (or
support) point distribution (e.g. Huh and Sickles, 1994; Ham &
Lalonde, 1996; Stevens, 1999; Kalwij, 2001; Fertig & Tamm, 2007).
Therefore in this dissertation (in the model used in Chapter 6 to be
more precise) we abstract from unobserved heterogeneity and the
initial condition problem. This means we implicitly assume that our
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covariates capture all individual heterogeneity and that the
determinants of unemployment duration are not fundamentally
different for workers with different initial conditions.

Regression models for wages
Panel regression models

A simple specification for a wage regression would look the following:
ln wit = xit β + ui + ε it

( 2-21)

So, the log of the (hourly) wage is explained by some individual
(possibly time varying) characteristics xit ,some individual effect ui
that does not change over time and an error term.
We use a panel data specification to allow for (unobserved) individual
heterogeneity. By definition, not all of the respondent’s characteristics
can be covered by a questionnaire. The use of panel data enables us to
distinguish between individuals beyond the heterogeneity covered by
the questions in the questionnaire.
To introduce state dependence in wage regression models, two options
could be used. One approach is to simply add the lagged dependent
variable to the formula above.

′
ln wit = xit′ β + (ln wi ,t −1 ) γ + ui + ε it

( 2-22)

Another option is to allow for an AR(1) process in the disturbances.
ln wit = xit′ β + ui + ε it

ε it = ρε i ,t −1 + ν it , ν it ~ N(0, Σν )

( 2-23)

This is one of the approaches taken in Chapter 5. It is implicitly
assumed that the (hourly) wage does not so much depend on the wage
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in the previous period, but rather that ‘sudden’ changes in the wage
tend to persist the next period.
Heckman selection in wage regression models

When estimating wage regression models, it has to be taken into
account, that people that have nonnegative wages are the ones that
have a job. And that the probability of having a job is determined by
some of the same variables that are assumed to determine the wage.
The problem is that people are not distributed randomly between the
states of working and nonworking. If they were, we could ignore the
fact that not all wages are observed and perform simple panel wage
regression. This is however highly unlikely since workers with very
low wage prospects are typically the ones that don’t have jobs. So
observed wages tend to be upward biased.
Heckman (1976, 1979) proposed a solution to this problem by
simultaneously estimating a selection regression and a wage
regression.
The wage regression equation is:
yit = xit′ β + ε it

( 2-24)

And the selection equation is:
z it′ γ + µ it > 0

( 2-25)

Where ε it ~  (0,σ ) , µit ~  (0,1) and corr (ε it , µit ) = ρ
Heckman’s two step procedure requires probit estimates of the
selection equation
Pr ( z it′ γ + µ it > 0 | z it ) = Φ( z it′ γ )

( 2-26)

From these estimates, the nonselection hazard, often referred to as
inverse Mill’s ratio mit can be computed:
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)

φ ( zit γ )
mit =
)
Φ ( zit γ )

( 2-27)

where Φ is the normal cumulative distribution function. We also
define:

δ j = mit (mit + γˆ z it )

( 2-28)

Following Heckman’s two step procedure, the inverse Mill’s ratio is
added to the wage regression as an explanatory variable and estimates
of β m , the parameter associated with the inverse Mill’s ratio mit , are
obtained. A consistent estimator of the regression disturbance variance
is obtained using the residuals from the augmented regression (with
mit ) and the parameter estimate on the inverse Mill’s ratio, β m .
e′e + β m2 ∑ j =1δ j


σˆ 2 =

( 2-29)



The two step estimate for ρ is then:

ρˆ =

βm
σˆ

( 2-30)

Another way to do this is through full maximum likelihood estimation.
Then ρ and σ are not estimated directly. Instead we estimate
arctan ρ and ln σ where:
1 (1 + ρ )
arctan ρ = ln
2 (1 − ρ )

( 2-31)

This will also enable a correct estimation of the coefficients in the
wage equation.
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Empirical wage regression models

For the wage regression models in Chapter 5 of this dissertation we
will compare different types of panel regressions with references to
state dependence and Heckman selection. A fixed effects specification
is used for the panel data models, even though we have a fairly large
number of people in our dataset (and relatively short panels). A
random effects specification assumes the individual specific effects to
be independent of the regressors and this is unlikely to be the case.
With fixed effects estimator where these individual effects are all
estimated separately, resulting in as many parameters as respondents.
Fixed effects estimators are generally more appropriate for models
with smaller N and have the disadvantage of not being able to identify
the effects of time-invariant variables, such as gender (Nerlove, 2007).
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3
Mobility in a labour market with
non-standard jobs: a panel data
analysis for the Netherlands

Introduction
In the last 25 years the number of flexible jobs has been expanding in
most European countries. For example, in the Netherlands in 1995,
about 11 per cent of workers were working in a fixed-term temporary
job and about 37 per cent of workers were working in a part-time job.
Seven years later, in 2002 these percentages had increased to 14 per
cent and 44 per cent (Employment in Europe, 2003). It should be
noted however, that the increase in temporary jobs already reached 13
per cent in 1998 and is fairly stable since, whereas the percentage of
part-time jobs is still increasing in 2002. For the purpose of this
dissertation, the focus will be on several forms of contractual
flexibilisation: temporary contracts (without the prospect for tenure),
small part-time contracts (less than 12 hours per week), on-call and
replacement contracts, casual and seasonal work and work with
temporary work agencies. These jobs are all defined as non-standard
employment.

Non-standard employment and mobility
Non-standard jobs have been given a lot of attention in the policy
debate and not only in the Netherlands. They were often seen as a
means to increase labour market flexibility and labour turnover as a
means to foster economic growth and employment growth in
particular. Subsequently, unemployment would be decreased.
However, the success of such a policy depends heavily on the mobility
from non-standard into standard employment. If this mobility is very
low, contractual flexibilisation will not lead to reduced unemployment
but rather to increased job insecurity for people at the lower end of the
labour market. If flex-workers do not succeed in making a transition
into a standard job they often face spells of (partial) unemployment and
experience insecure income prospects.
A related policy question concerns the extent to which other
government policies such as minimum wages or social welfare
programmes may complement or substitute the flexibilisation of
working times and contracts by providing incentives for entry into the
labour market. The level of the welfare benefits the household receives
when out of work and the level of the minimum wage will affect the
incentives/disincentives to accept a flexible job or to move into a
standard job. Flexible jobs may not be attractive to unemployed
individuals, especially if the net present value offered is at or even
below the net present value of a job with the minimum wage or benefit
level. Under this set up, flexible and small part-time jobs would be
acceptable only to individuals not claiming social security benefits and
possibly out of the labour force.
The primary goal in this chapter is to investigate the role of a whole
range of possible determinants of labour market transitions on a labour
market that is characterized by a substantial ‘non-standard job
segment’ (see Figure 3-1)

88

Mobility in a labour market with non-standard jobs

Standard
employment
2

1
Nonemployment

FIGURE 3-1

4

Non-standard
employment
3

POSSIBLE TRASITIOS

The question that will be answered first is what are the determinants of
transitions on this labour market, especially those from non-standard
jobs and from nonemployment. From nonemployment people can
make a transition to either a non-standard
job (Transition 1) or a
1
standard job (Transition 2). Workers in non-standard jobs can go to
nonemployment (Transition 3) or to a standard job (Transition 4).
What characteristics play a role in explaining these transitions? Both
nonemployment and non-standard work will be used as a starting point.
We take a labour supply perspective and base our empirical research
on household panel data. The economic theoretical framework is job
search theory. In order to estimate the coefficients of interest
accurately we have to take into account that workers are (self-) selected
into these states by the same characteristics that are used to explain the
transitions. To correct for these selection issues, a panel multinomial
logit model with individual unobserved heterogeneity will be estimated
besides the standard multinomial logit model.
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Earlier work and the contribution of this research
Earlier research on segmented labour markets has concentrated on the
lack of mobility between the two (or more) segments. Dual labour
market theory assumes the absence of mobility between segments,
without empirically testing this assumption. There is very little
evidence that labour markets can be subdivided into two or more welldefined and self-contained segments. It can be argued that wage
formation is different in different parts of the labour market in the
sense that the pay off to human capital variables is significantly
different in the different segments. This is another characteristic of
dual labour market theory and for this hypothesis extensive evidence
has been found, especially on the return on education (McNabb, 1987;
McNabb and Ryan, 1990) in the two segments. This matter is
investigated for non-standard versus standard employment in Chapter
6.
In the 1990s empirical work on non-standard, flexible or non-standard
types of employment often took a static approach. Only descriptive
statistics were presented or at best, occupying a certain labour market
status was explained rather than explaining transitions between
different labour market states. (See Felstead & Jewson (1999),
Murphy (1996), Casey et al. (1997) for international studies and
several OSA labour market trends reports (2003, 2002, 2001, 2000)
and
Goudswaard (2003) for the Netherlands). Only after the
introduction of longitudinal data with sufficient information on
employment contracts it was possible to systematically investigate
labour market transitions to and from non-standard jobs. (Muffels et al,
1998ab, Dekker, 1999, 2001; Dekker & Kaizer, 2000).
The results from this research indicated that indeed a lot of transitions
took place every year between non-standard and standard employment,
not only in the Netherlands but also in the United Kingdom (also see
Booth et al (1999, 2002) and Germany. Similar findings were obtained
for other European countries in a study about male workers (Muffels &
Luijkx, 2004).
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Other recent contributions on job mobility in a segmented labour
market involve studies about mobility out of subsidized employment in
the Netherlands (Van Ours, 2004), labour market mobility and social
exclusion in Great Britain (Bradley et al, 2003), labour market
flexibility and macroeconomic consequences for 21 OECD countries
(Di Tella & MacCulloch, 2005). Other recent contributions from
economists have taken a firm perspective and look at the optimal use
of flexible labour by firms (Pinker & Larson, 2002) and its
consequences for labour productivity (Magnani, 2003) and work safety
(Guadalupe, 2003).
Furthermore, not exclusively economic contributions come from
sociology and public health science and focus on flexible staffing
arrangements in US firms (Kalleberg, 2000; Kalleberg et al, 2000,
2003), flexible labour and social exclusion in Great Britain (Bradley et
al, 2003), flexible labour and the transition into adulthood (Golsch,
2003), and health inequalities that could follow from labour market
segmentation (Virtanen et al, 2003).
The contribution of this chapter lies in the fact that the analysis of
dynamic labour market transitions is firmly based in economic job
search theory. Furthermore panel data are used to be able to capture the
true dynamics of the labour market. The relative transition probabilities
are modelled, rather than the relative probabilities of occupying a
certain labour market state. An econometric model is used that
formally tackles the selection bias issue that stems from state
dependence in dynamic labour market models. The selection bias
follows from the fact that workers are (self-)selected into some labour
market state. The factors that influence the transition rate out of that
labour market state are likely to be similar to the ones of the initial
selection. When estimating a transition model, this causes a biased
estimation of the relevant parameters. This problem is addressed with
the specification of a panel multinomial logit model with unobserved
heterogeneity.
It is hypothesized that transition rate to standard employment for
workers with higher endowments of human capital are higher and
transition rates of workers with higher leisure preference (or family
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commitment) are lower. Family commitment still seems to play an
important role for Dutch women. Furthermore it is investigated
whether or not some non-standard jobs (small part-time jobs, on-call
contracts, temporary contracts) will have higher or lower transition
probabilities than others. Other covariates include firm size to capture
the effect of job ladders often found in larger firms, labour market
history of the worker and the hourly wage as additional measures of
human capital and year dummies to correct for the business cycle.

on-standard jobs and transitions: a job search
approach
Standard neoclassical economic theory does not provide a
straightforward answer to the questions posed in the introduction. The
aim of the chapter is to examine the flows out of non-standard
employment and nonemployment into standard employment. The
theoretical background model for our empirical specification is based
on job search theory. The search for a non-standard job can be
modelled in a similar manner as the search process for a standard job.
Some suppliers of labour will prefer a standard job because of the
offered wage or job security whereas others prefer a temporary or parttime job because of caring obligations, working time flexibility and
leisure time preferences. Differences do appear when we take into
account that on-the-job-search from a flexible job can be different from
search from a standard full-time job. (for a detailed treatment of this
issue: see Chapter 1)
Job search models have been frequently and successfully applied for
studying transitions from unemployment or non-participation into
employment (cf. Lipmann & McCall, 1976, Mortensen, 1970, 1977,
1986, Kiefer & Neumann, 1989; Narendranatan & Nickell, 1985, 1986,
Hujer & Schneider, 1989).
Since job search behaviour in the presence of flexible, non-standard
employment contracts is obviously affected by institutional constraints
like the rationing of standard jobs, replacement rate of unemployment
benefit and the minimum social security benefit, we make an attempt
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to incorporate these institutional variables as covariates in the
empirical model. Furthermore an institutional approach involves
recognizing that labour supply decisions are often made in a household
rather than as an individual. Finally we have to allow for on-the-job
search for workers in non-standard jobs.

A job search model
We have stated before that searching for a non-standard job is similar
to a ‘normal’ search process. For some individuals job offers will
consist of non-standard jobs only while for others standard jobs are
offered also. These latter workers face “competing risks”. The decision
space for the first group of workers is restricted (rationed) to nonstandard jobs and therefore their transition probabilities to standard
employment will be low. Some workers with higher capital
endowments may be able to choose between non-standard and a
standard jobs. Job search theory will shape the empirical model
through the inclusion of explanatory variables, in particular, those
explaining the level of the reservation wage. Since job offers are no
longer fully characterized by the wage only but also by the prespecified number of hours per week and duration of the contract, the
term reservation value is used instead of reservation wage. In the
model considered here, the job seeker is faced with the following
problem (Roy (1951), Heckman & Honore (1990), Magnac (1991))
and will choose (See Chapter 1 for a more elaborate description of the
model):

•

Standard employment

•

Non-standard employment if:

Vnonst > Vst , Vnonst > V *

•

Unemployment

if:

Vnonst > V *

•

Nonemployment

if:

V * > Vnonst , V * > Vst

Vst > Vnonst , Vst > V *

if:

(3-1)

∞

With:

Vst =

∑ (1 + r )
t =1

hw

t

d

,

Vnonst =

∑ (1 + r )
t =1

hw

t

or Vst > V *

+ E (V ( future income)) ,

and

V * = f ( p(V )) the net present value of a standard job, a non-standard job
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and the reservation value, respectively. h is the number of hours, w
the hourly wage and 1 1 + r is the discount rate. For non-standard
(temporary jobs) the expected value of future (non)employment must
be added. The expected value of future income could be formalized as
in formula (1-4) in Chapter 1. For a standard job the duration d is
assumed to be indefinite. The reservation wage is dependent on the
unknown distribution of values of job offers. Thus the job seeker has
imperfect information about the value of jobs she can get on the
market. This imperfect information and the rational behaviour of the
job seeker lead to search behaviour with the so-called reservation wage
(reservation value property).
That is, in a standard job search model a worker will accept offers
above the reservation wage and will continue search is the wage offer
is lower than the reservation wage. Subsequently, the higher the
reservation wage, the longer the worker will search and the lower her
exit probability out of unemployment. In the circumstance that the
worker is faced with two types of exit to employment (both standard
and non-standard), this reservation wage (or reservation value)
property still holds. Given a job value distribution, the reservation
value of a job seeker will then depend on his leisure (home production)
preferences and nonwage (for the nonemployed) or wage (for on-thejob-seekers) income. Furthermore, the job seeker will recognize the
fact that temporary jobs are likely to result in a new spell of
nonemployment in the future.
This theoretical model leads to the inclusion of several variables in the
empirical model. The expectations of the (possibly nonemployed)
jobseeker are based on her level of human capital, so we want to
include variables like age, experience and schooling level. Additional
determinants of human capital are (un)employment history and the
hourly wage for on-the-job seekers. Preferences for leisure (family
commitment) are modelled through including information on gender,
number of children, marital status. Furthermore the notion that labour
supply decisions take place in a household context, a proxy for other
household income (both labour income of other household members
and non-labour income) is included.
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The data
The data used in this chapter are drawn from the Dutch SocioEconomic Panel (SEP). The survey sample is a random sample drawn
from the Dutch postal addresses register file. The survey started in
1984 with 12,000 respondents in 5,000 households. The SEP provides
information on various types of labour market transitions of individuals
over a period of 18 years (1984-2001). It is a great pity that the 2001
wave is the last wave of data that is available.
The SEP did not contain much information on different types of
flexible or non-standard labour in the earlier waves except for the
waves of October 1988 and 1991. The last seven waves of data (19952001) will be used to examine transitions from non-standard jobs into
standard jobs and nonparticipation the next year. For those years we
have constructed a discrete dependent variable ‘labour market status’
based on the type of contract, which is either ‘Nonemployment’, ‘Nonstandard employment’ or ‘Standard employment’. The self-employed
are excluded from the analysis. Furthermore a set of covariates is
drawn from these data, including human capital variables (age,
schooling, experience), household variables (marital status, number of
children, household income), job characteristics (hourly wage, industry
sector, firm size) and employment history variables.
The earlier waves of the SEP do contain sufficient information on
employment history, which allows us to construct employment
histories (3 years prior to the base year of the transition) of all workers.
For 1995, 1996 and 1997 we will use the available information from
1991 to 1994 for these employment history variables.
Both annual income (from tax records, income from the year before the
survey year) and monthly income (direct survey question) are
available. To determine a proxy for the hourly wage, we use the
reported number of hours worked per week and the monthly take home
wage. Human capital variables are included in the model.
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The following labour market statuses will be distinguished:
Labour market status
Non employment
(including unemployment)

Non-standard employment

Standard
employment
(including part-time)

Qualifications
All persons between 15 and 64 without a job, and not
available for a job (nonparticipation)
All persons between 15 and 64 without a job, willing
to accept a >12 hour job within two weeks
(unemployment)
All persons between 15 and 64 with any kind of paid
work, on different types of flexible contracts or for
less than 12 hours per week
All persons between 15 and 64, with a standard
(permanent) contract, with 12 or more hours per week

Firstly, we look at the number of weekly hours actually worked to
distinguish small part-time, part-time and full-time jobs. Secondly, we
distinguish the self-employed (and their co-workers who are not
employees) and exclude them from the analyses. The employees are
subdivided into employees with a permanent or a temporary job,
respectively.
Thirdly, we distinguish private employment agency jobs and specific
flexible jobs (e.g. on-call contracts) from other jobs. The fourth
dimension makes a distinction between non-standard (flexible) and
standard (both part-time and full-time) jobs. Non-standard jobs include
the following categories:

•

Short hours part-time jobs (including permanent)

•

Temporary jobs

•

Specific flexible jobs (on-call contracts, etc.)

•

Temporary employment agency job

Descriptive statistics
In figure 2 the relative importance of non-standard employment in the
Netherlands is shown, as a percentage of the working age population.
In 1991 the percentage of non-standard workers was below 10 per cent,
and a steady increase can be observed until the end of the century. The
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share of non-standard workers is then relatively stable around 14 per
cent and decreasing a little in 1999, 2000 and 2001. This could well be
the result of the tightening labour market in the Netherlands in the
latter 1990s. Workers did not have to settle for a non-standard job, and
more standard jobs were available. The further reduction of the
percentage of people in nonemployment is a confirmation of that
hypothesis.
Percentage (of people of working age) in nonregular job (Netherlands 1991-2001)
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In Figure 3-3, the yearly transition probabilities out of non-standard
employment are depicted. In the data for 1992, 1993 and 1994
information on some non-standard (temporary, on-call) contracts is
missing. This also explains the strange pattern of transition
probabilities for 1991-1994 in Figure 3-3
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Yearly transition percentages from base year (Netherlands 1991-2001)
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It is obvious from the graph that the transition rate into standard
employment is increasing from 1995 onwards. The yearly transition
probability increases from around 20 per cent to around 30 per cent in
2001. In comparison, the transition rate into nonemployment does not
show a clear trend and seems relatively stable at around 15 per cent.
This is again in line with the notion of a tightening labour market in the
late 1990s in the Netherlands.
From these two graphs we would expect that the year dummies that
will be incorporated in the empirical model will have positive effects
on the transition rate(s) to standard employment, both from
nonemployment and from non-standard employment.
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A dynamic model of labour market transitions
The labour market transitions call for a dynamic analysis of discrete
patterns. This involves analyses of Markov chains with three states:
Nonemployment (NE), Non-standard employment (NS) and Standard
employment (S) (see Figure 4). For each transition period (t, t+1) the
P
probability ij of moving from state i to state j can be defined (i,j∈{NE,
NS, S})

NE

NE

NE

NS

NS

NS

S

S

S

T=1
FIGURE 3-4

T=2

T=3

TRASITIO PATTERS

The standard approach for a static limited dependent variables model is
to use a multinomial logit model.
When limited dependent variable models are used to model relative
transition probabilities from one state to another rather than relative
probabilities of occupying a certain state, problems of selection bias
(caused by initial selection or state dependence) have to be faced.
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One way to adapt the multinomial logit model to correct for selection
is to model relative probabilities of occupying a certain labour market
state and then add the lagged (labour market) state (that is, the discrete
choice variable) as an explanatory variable (Gong et al., 2004,
Heckman, 1981ab). This model is described in detail in Chapter 2.

Estimation results
Two models are estimated for transitions from nonemployment and
non-standard employment, respectively.
The first model (Model I) is a standard multinomial logit model, but
with robust estimation methods and clustering on the level of the
individual. This means that we recognize that observations for the
same person are, by definition, interrelated and can therefore not be
regarded as independent. This model can be estimated by standard
procedures.
The second model is the one that corrects for selection biases and is a
panel multinomial logit model with random (individual) effects. It
involves adding a time-invariant covariate for each individual that
indicates something like ‘labour market ability’.
The models are estimated both for the nonemployed (transitions to
non-standard employment and standard employment) and for nonstandard workers (transitions to nonemployment and standard
employment. In Table 3-1 the results for the transitions from
nonemployment are presented, the results for the transitions from nonstandard employment can be found in Table 3-2
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Table 3-1: Transitions from nonemployment
Coefficients from multinomial logit regression, relative to staying in origin state
(nonemployment)
Model I: Multinomial logit model with robust standard errors and clustering on
individuals
Model II: Panel multinomial logit model with unobserved heterogeneity
Robust standard errors in parentheses (Model I)
Standard errors in parentheses (Model II)
* significant at 10%; ** significant at 5%; *** significant at 1%
Model I
Model II

Woman
Married
Married woman
Divorced
Divorced woman
Age
Age squared
Number
of
children
Woman
with
children
Child younger than
6 yrs

To
Nonstandard
employment
0.201
(0.131)
0.414
(0.198)**
-0.437
(0.192)**
0.206
(0.439)
0.055
(0.473)
-0.045
(0.024)*
-0.040
(0.031)
-0.103
(0.055)*
0.274
(0.136)**
-0.446
(0.098)***

To Standard
employment
-0.153
(0.173)
0.195
(0.196)
-1.174
(0.232)***
0.630
(0.320)**
-0.989
(0.424)**
0.189
(0.032)***
-0.342
(0.042)***
-0.110
(0.069)
0.035
(0.187)
-0.372
(0.137)***

To
Nonstandard
employment
0.208
(0.135)
0.439
(0.207)**
-0.479
(0.200)**
0.238
(0.410)
0.019
(0.442)
-0.044
(0.025)*
-0.046
(0.032)
-0.110
(0.056)**
0.287
(0.138)**
-0.463
(0.101)***

To Standard
employment
-0.140
(0.170)
0.205
(0.206)
-1.218
(0.236)***
0.652
(0.325)**
-1.036
(0.432)**
0.195
(0.033)***
-0.355
(0.045)***
-0.120
(0.069)*
0.039
(0.192)
-0.395
(0.138)***
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Table 3-1 continued: Transitions from nonemployment
Model I
Model II
To
Non- To Standard To
Nonstandard
employment
standard
employment
employment
Educational level
dummies
(reference: primary
education)
Lower secondary 0.823
0.311
0.856
education
(0.111)***
(0.151)**
(0.114)***
Higher secondary 0.94
0.282
0.990
education
(0.111)***
(0.142)**
(0.116)***
Higher vocational 1.403
0.737
1.455
education
(0.150)***
(0.197)***
(0.158)***
University degree
1.176
1.094
1.258
(0.315)***
(0.308)***
(0.314)***
Currently
1.114
0.741
1.155
unemployed
(0.135)***
(0.175)***
(0.135)***
Employment
history dummies
Non-standard job 0.512
0.498
0.514
in last three years
(0.064)***
(0.082)***
(0.061)***
Unemployed in last 0.15
0.064
0.176
three years
(0.090)*
(0.122)
(0.093)*
Standard job in last 0.252
0.778
0.265
three years
(0.058)***
(0.061)***
(0.062)***
Non
labour -0.002
0.007
-0.002
household income
(0.001)***
(0.002)***
(0.001)***
Other
labour -0.002
0.007
-0.002
income
in (0.001)*
(0.002)***
(0.001)*
household
Year dummies

1996
1997
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0.166
(0.105)
0.256
(0.107)**

0.462
(0.143)***
0.551
(0.142)***

0.201
(0.109)*
0.317
(0.116)***

To Standard
employment

0.346
(0.152)**
0.334
(0.145)**
0.780
(0.200)***
1.173
(0.326)***
0.789
(0.174)***

0.501
(0.087)***
0.092
(0.128)
0.794
(0.060)***
0.007
(0.003)***
0.007
(0.002)***

0.503
(0.150)***
0.619
(0.156)***
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Table 3-1 continued: Transitions from nonemployment

Model I
To
Nonstandard
employment
0.068
(0.113)
-1.059
(0.395)***

1998
Constant

To Standard
employment
0.274
(0.153)*
-5.411
(0.560)***

Indiv. eff. for trans.
to
non-standard
work
Indiv. eff. for trans.
to standard work
No.
Observations
Pseudo R2

of

Log
pseudolikelihood
Log likelihood

Model II
To
Nonstandard
employment
0.128
(0.121)
-1.130
(0.417)***

To Standard
employment
0.332
(0.162)**
-5.567
(0.595)***
0.500
(0.180)***
0.568
(0.265)**

9778

9778

0.1851
-3896.1464
-3894.2341

First of all a simple likelihood ratio (LR) test is performed to check
whether the model with unobserved heterogeneity has added value, in
other words if the model without unobserved heterogeneity is rejected
by the data.
The LR test statistic is calculated as LR = −2(ln L* − ln L ) ,where ln L* is
the value of the log likelihood under the null hypothesis (no
unobserved heterogeneity), and ln L is the log likelihood under the
alternative. This statistic is distributed as χ 2 with degrees of freedom
equal to the number of restrictions under the null hypothesis (3). Thus
we compare both the value of the LR test statistic for transitions from
nonemployment (3.82, derived from Table 3-1) and for transitions
from non-standard employment (5.29, derived from Table 3-2) and
compare it with the value χ 02.95,3 = 7.81 . This means that we cannot
reject the null hypothesis, both for the transitions from non-standard
employment and those from nonemployment and therefore we can rely
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on the ‘simpler’ model without unobserved heterogeneity. This will be
done in the remainder of this dissertation.
Transitions from nonemployment

Results for both specifications for the transitions out of
nonemployment are fairly similar. The coefficients have the same sign
and are in the same order of magnitude for all covariates in both
specifications. Not surprisingly given the high percentage of women in
non-standard jobs, women are more likely to got to non-standard jobs
and less likely to go to standard jobs than men are, but not
significantly. Marriage has a positive effect on the transition
probability to both standard and non-standard employment, but only
for men. For women, this effect is negative, especially for transitions to
standard employment. Male divorcees are more likely to go to a
standard job in contrast to their female counterparts. The “U-shaped”
age effect on the relative transition probability to standard employment
is significant. The effect of age is positive and declining for workers
younger than (≈)28 years of age for transitions to standard jobs.
Beyond that age, the transition probability will decrease. These age
thresholds are determined by inferring algebraically at what age the
age function is maximized.
For transitions to non-standard employment the effect of age is linear
and negative. The older a nonemployed worker, the lower the
transition probability into non-standard employment.
A higher number of children in the household decrease the transition
probability to employment, both standard and non-standard. For
women, the presence of children increases their transition probability
to non-standard employment. Furthermore the presence of a young
child (younger than six years) decreases the transition probabilities to
both standard and non-standard employment. This is a clear indication
of leisure (home production) preferences for the nonemployed with
children, not necessarily only for women.
As expected, higher levels of educational attainment have the expected
positive effect on the transition to work although the effects are much
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stronger (and more significant) for transitions to non-standard
employment.
Unemployed workers are more likely to find employment (both nonstandard and standard), as we would expect, since they are available
for work and have to look for jobs in order to be eligible for their
benefit.
All job-history variables have a positive effect on to work transitions.
Remarkably previous unemployment experience (at least once in the
past three years) has a positive effect on the transition probability to
non-standard employment. This is an indication that previous search
behaviour (as required for receiving unemployment benefit) results in
higher transition rates into non-standard employment in the following
years. This is a confirmation of the earlier finding for currently
unemployed jobseekers, who are also more likely to go find nonstandard employment. Previous experience in a standard job makes the
return rate into standard employment significantly higher.
Non-labour household income has a negative effect on the transition
rate to non-standard employment and a positive effect on the transition
rate into standard employment. This could be the result of higher
reservation values or the relative unattractiveness of non-standard jobs
in terms of increasing household income. The same effect can be found
for the labour income of other household members. Furthermore it
could indicate that labour market success of other household members
(resulting in higher levels of “Other labour income in household”)
increases the chances of nonemployed household members in the sense
that they are more likely to get a standard job. Year dummies all have
significantly positive coefficients, indicating the increasing levels of
(both standard and non-standard) employment in the Netherlands in the
second half of the 1990s.
Transitions from non-standard employment

Again we can observe fairly similar results for both model
specifications for the transitions out of non-standard employment.
Marriage has a positive effect on the transition probability to standard
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employment for men, but for married women the effect is negative.
Just as with transition from non-standard employment we see a
significant effect of the quadratic age function on both relative
transition probabilities. Older non-standard workers are more likely to
go to standard employment and less likely to fall back into
nonemployment and this effect is decreasing. After a certain age this
effect is reversed. So, older (>40 yrs) non-standard workers are more
likely to go into nonemployment and non-standard worker over 30 are
less likely to get a standard job.
Higher levels of educational attainment do increase the transition
probability to standard employment but only significantly for
Educational level 4.
Two subcategories of non-standard employment, small part-time jobs
and on-call work, have lower transition rates to standard employment
than other non-standard jobs (temporary work contracts, temp agency
work). Furthermore, non-standard work in the primary sector does less
often lead to standard work and more often to nonemployment
compared to other sectors.
An employment history with previous experience in standard
employment increases the transition rate into standard employment and
decreases the transition rate into nonemployment for non-standard
workers. But experience in non-standard employment does decrease
the transition probability to standard employment, as does previous
unemployment. However, previous non-standard work experience does
reduce the transition probability to nonemployment.
Non-labour household income and the labour income of other
household member do not significantly influence either transition
probability for non-standard workers.
The significance of the coefficients with the year dummies for the
transition probability to standard employment is again a clear
indication of the employment growth in the Netherlands in the late
1990s. A bit surprisingly the transition rate into nonemployment is also
increased. A plausible explanation would be the high volatility
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involved with working in a non-standard job. Finally in model II we
can observe a significant individual effect for the transition to
nonemployment, as we expected after the result of the LR test.
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Table 3-2: Transitions from non-standard employment
Coefficients from multinomial logit regression, relative to staying in origin state (nonstandard employment)
Model I: Multinomial logit model with robust standard errors and clustering on
individuals
Model II: Panel multinomial logit model with unobserved heterogeneity
Robust standard errors in parentheses (Model I)
Standard errors in parentheses (Model II)
* significant at 10%; ** significant at 5%; *** significant at 1%
Model I
Model II

To
Nonemploy
ment
Woman
Married
Married woman
Divorced
Divorced woman
Age
Age squared
Number of children
Woman with children
Child younger than 6 yrs
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-0.005
(0.159)
-0.168
(0.268)
0.213
(0.258)
-0.136
(0.630)
-0.133
(0.683)
-0.097
(0.034)***
0.122
(0.044)***
-0.008
(0.073)
-0.027
(0.175)
0.061
(0.134)

To
Standard
employmen
t
0.094
(0.145)
0.368
(0.221)*
-0.630
(0.228)***
0.682
(0.450)
-0.093
(0.508)
0.087
(0.036)**
-0.147
(0.048)***
0.015
(0.070)
-0.249
(0.169)
-0.073
(0.129)

To
Nonemplo
yment
-0.016
(0.163)
-0.152
(0.272)
0.207
(0.267)
-0.099
(0.633)
-0.163
(0.690)
-0.098
(0.035)***
0.122
(0.045)***
-0.016
(0.075)
-0.007
(0.177)
0.064
(0.137)

To
Standard
employmen
t
0.085
(0.149)
0.371
(0.208)*
-0.633
(0.223)***
0.703
(0.434)
-0.111
(0.485)
0.088
(0.035)**
-0.149
(0.047)***
0.011
(0.072)
-0.243
(0.173)
-0.072
(0.133)
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Table 3-2 continued: Transitions from non-standard employment

Educational level dummies
(reference:
primary
education)
Lower secondary education
Higher secondary education
Higher vocational education
University degree
Small job
On-call job
Hourly wage
Large firm
Primary sector
Government sector
Employment
dummies

Model I
To
Nonemploy
ment

To
Standard
employm.

Model II
To
Nonemplo
yment

To
Standard
employm.

-0.224
(0.150)
-0.222
(0.152)
-0.289
(0.209)
-0.534
(0.348)
-0.099
(0.120)
-0.021
(0.111)
-0.002
(0.005)
-0.215
(0.145)
0.371
(0.240)
-0.091
(0.120)

-0.030
(0.187)
0.232
(0.178)
0.502
(0.207)**
0.223
(0.299)
-1.131
(0.131)***
-0.441
(0.128)***
0.005
(0.003)*
0.227
(0.115)**
-0.762
(0.367)**
-0.126
(0.112)

-0.234
(0.158)
-0.254
(0.159)
-0.308
(0.217)
-0.530
(0.363)
-0.117
(0.124)
-0.026
(0.117)
-0.002
(0.005)
-0.227
(0.146)
0.402
(0.245)
-0.099
(0.122)

-0.035
(0.182)
0.213
(0.172)
0.486
(0.204)**
0.216
(0.277)
-1.145
(0.128)***
-0.441
(0.126)***
0.005
(0.004)
0.226
(0.113)**
-0.748
(0.369)**
-0.132
(0.113)

-0.340
(0.053)***
-0.060
(0.121)
-0.125
(0.070)*

-0.119
(0.054)**
-0.204
(0.114)*
0.301
(0.057)***

-0.327
(0.054)***
-0.070
(0.126)
-0.124
(0.071)*

-0.110
(0.055)**
-0.213
(0.113)*
0.301
(0.056)***

history

Non-standard job in last three
years
Unemployed in last three
years
Standard job in last three
years
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Table 3-2 continued: Transitions from non-standard employment
Model I
Model II
To
To
To
Nonemploy Standard
Nonemplo
ment
employmen yment
t
Non
labour
household -0.003
-0.002
-0.003
income
(0.003)
(0.002)
(0.003)
Other labour income in -0.003
-0.002
-0.003
household
(0.003)
(0.002)
(0.003)
Year dummies

1996

0.125
(0.135)
0.263
(0.131)**
0.277
(0.138)**
1.191
(0.586)**

1997
1998
Constant
Indiv. eff. for
nonemployment

trans.

Indiv. eff. for trans.
standard employment

0.697
(0.145)***
0.874
(0.143)***
0.543
(0.144)***
-2.199
(0.614)***

to

0.161
(0.141)
0.317
(0.143)**
0.334
(0.148)**
1.200
(0.597)**

To
Standard
employmen
t
-0.002
(0.003)
-0.002
(0.003)

0.718
(0.145)***
0.903
(0.145)***
0.573
(0.148)***
-2.192
(0.601)***
-0.490
(0.185)***

to

No. of Observations

-0.267
(0.203)

Pseudo R2

3409
0.1155

Log pseudo-likelihood

-2914.7086

Log likelihood

3409

-2912.0615

Summary and conclusions
The labour market in the Netherlands is characterised by quite some
mobility between the various labour market states. The high mobility
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rates between non-standard and standard jobs, except for the small jobs
and on-call contracts as part of non-standard employment, provide
arguments for defending the hypothesis that the Dutch labour market is
not characterised by a clear-cut segmentation of non-standard and
standard jobs.
In this chapter, we have investigated transitions out of nonemployment
and non-standard jobs in the Netherlands. Non-standard jobs have been
defined broadly as including small part-time jobs (including permanent
jobs and the self-employed); temporary jobs; specific flexible jobs (oncall contracts, etc.); jobs via temporary employment agencies.
The opposite concept is that of ‘standard’ jobs which have been
defined to include any job with a permanent contract, either part-time
or full-time. We define also a residual state, nonemployment, which
includes all individuals out of work. We carry out descriptive analysis
of transitions into and out of non-standard jobs.
The use of a longitudinal dataset, the Dutch Socio Economic panel,
allows us to observe transitions in and out of non-standard jobs into
standard jobs or non-participation and unemployment. We restrict the
analysis to the last seven waves of the panel for which sufficient
information is available on the type of labour contract, 1995 to 2001.
It is interesting to look at this issue for the Netherlands given the recent
increase in the size of the flexible workforce. The topic is especially
important given the rising interest in ‘flexible’ jobs as a mean to bring
back the long-term unemployed and more generally non-participants
into the labour market.
The analysis carried out in this chapter focuses on the determinants of
labour market transitions involving non-standard jobs. The results
indicate that older workers are more likely to move from non-standard
jobs into standard jobs up to a certain age. The same effect can be
found for the nonemployed but only for transitions to standard
employment.
Married women in non-standard jobs or in
nonemployment are less likely to get a standard job than men.
Nonemployed divorcees are more likely to find a standard job, but
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divorced women in nonemployment are less likely to find standard
employment. Marital status seems to play a more important role for
women than it does for men.
Older non-standard workers are more likely to go to standard
employment and less likely to fall back into nonemployment. After a
certain age this effect is reversed. This is an indication that nonstandard jobs are not only used as a ‘stepping stone’ to standard
employment but also as an exit route into retirement. The older
someone gets in nonemployment the higher the chance that he/she will
find standard employment. Again this effect is decreasing with age and
will eventually be negative. At the same time this effect cannot be
found for transitions to non-standard employment. There the effect of
age is negative and the chances of finding a non-standard job are
reduced with getting older.
A puzzling finding is that the level of educational attainment does not
seem to influence the transition rates from non-standard jobs,
especially since they do influence the relative probability of making a
transition into work from nonemployment. Only a higher vocational
degree has a positive effect on getting standard employment from nonstandard employment.
Other household income has a negative effect on the transition rate to
non-standard employment and a positive effect on the transition rate
into standard employment for the nonemployed. This holds for both
non-labour income as for labour income of other household members.
Once employed (in a non-standard job) the effect of other household
income (labour or non-labour) is insignificant. A tentative conclusion
could be that nonemployed jobseekers ‘wait’ for a standard job offer,
rather than accepting a non-standard job.
An important finding is that there is a high degree of path dependence
in labour market transitions. Earlier experience in standard
employment increases the transition probabilities into standard
employment, both for the nonemployed and for non-standard workers.
Earlier experience in either non-standard or non-standard employment
also reduces the probability of ‘falling back’ into nonemployment.
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Previous unemployment does not reduce the chances of finding a job
for the nonemployed but does reduce the chances of finding a standard
job for non-standard workers.
Furthermore it is very clear that employment growth in the latter half
of the 1990s the Netherlands has increased the transition probabilities
into both non-standard and standard work. This was already noted with
the descriptive statistics in Figures 2 and 3 and is confirmed by the
significant effects for the year dummies in the multivariate analyses.
A limit of the present analysis is that we had to aggregate over rather
different categories of flexible jobs (small part-time jobs, temporary
jobs, jobs with a private employment agency, on-call contracts). The
dummy variables for different non-standard job types in the
multinomial logit analyses are not an entirely satisfactory solution.
With a larger number of observations and/or more waves of data it
would be possible to perform separate analyses for different job types.
The results in this chapter raise a number of interesting questions.
Some of them are not addressed in this chapter, and deserve thorough
research in the future. Furthermore we should investigate the impact of
institutional factors and especially the role of the welfare state
institutions on these labour market transitions in an international
comparative context. This will be done in Chapter 4.
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4
‘A phase they’re going through?’:
transitions from non-standard to
standard employment in Germany,
The Netherlands and Great Britain

Introduction
In the 1990s, more and more jobs of limited duration, volatile hours
and other non-standard characteristics were found to appear in
European labour markets. From a policy perspective, these flexible or
non-standard jobs (temporary, on-call etc.) may serve as entry-level
jobs to the labour market and could therefore help to reduce
unemployment. That is one of the reasons why governments in some
European countries have implemented labour market programmes and
policies to give flexible labour a wider berth.
The ultimate aim of these policies is to increase labour market
flexibility as a means to foster employment growth and to reduce
unemployment. The success of these policies for individual
unemployment experiences depends heavily on the transition rate from

Non-standard employment and mobility
flexible or non-standard jobs into standard employment. If this
transition rate is very low, more flexible jobs will not lead to reduced
unemployment but rather to increased job insecurity for people at the
lower end of the labour market. If flex-workers do not succeed in
making a transition into a standard job they face a higher probability of
spells of (partial) unemployment and experience insecure income
prospects.
This research is an attempt to assess the differences between three
European labour markets, viz. those of the Netherlands, Germany and
Great Britain. Do different labour market institutions in these countries
influence the transition rate from flexible to standard labour? Do nonstandard jobs act as a stepping stone towards standard employment or,
are they dead-end jobs without much prospect? What are the
determinants of the transition rate to standard employment for
individual workers? Can differences in transition patterns between
workers in different countries be explained by differences in labour
market institutions? These four questions are the main focus of this
chapter.

Outline
The structure of this chapter is the following. First, a theoretical model
is proposed, next the institutional settings of the British, Dutch and
German labour market are briefly described, with special focus on the
access to unemployment benefit for each country.
Third, descriptive statistics for the period 1991-1998 are presented
from the three data sets we use in this paper: the British Household
Panel Survey (BHPS), the German Socio-Economic Panel (GSOEP)
and the Dutch Socio-Economic Panel (SEP).
Finally in chapter four, multinomial logit models are estimated to
explain labour market states and transitions. The estimations are
carried out on the pooled data for the period 1991-1998 for each of the
three countries.. In the last Section some conclusions are drawn and
recommendations for policy and further research are made.
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Modelling job search in a segmented labour market
Introduction

In this paragraph we introduce models which incorporate the main
characteristics of non-standard jobs, namely having less than full-time
hours or being temporary. The general theoretical framework will be
the job-search framework (Stigler, 1962; McCall, 1970 and many
others). Furthermore, within this framework attention will be given to
other theories of labour supply, namely human capital theory and the
institutional approach. The loosely defined ‘stepping stone’ theory also
fits in neatly with the job search framework. Within the latter
framework it can be observed what characteristics make individuals
more likely to go to standard jobs when they are currently working in a
non-standard job. Furthermore segmentation of the labour market
(Vietorisz & Harrison, 1973; Taubman & Wachter, 1986) is taken as a
given, defining the segmentation based on the definitions of nonstandard work, without necessarily incorporating all assumptions of the
segmented labour market model, but rather testing them.
Job search and on-standard jobs

As before, a job search framework is adopted (see Chapter 1 and 3 for
details). A complication is that the main interest is in on-the-job
searchers. The value of a present job is also represented by a value
function that includes the three variables mentioned above, viz. wage,
duration and number of hours per week.
The notions described above now enable us to present a formal
theoretical model of job search in a labour market with (at least) two
types of jobs: non-standard and standard jobs. The individual's decision
problem is embedded in a household context and in an institutional
setting that includes unemployment benefits and dismissal protection
among others. This model has been described in detail in Chapter 1.
Most of the argument can be addressed by looking at the reservation
value property derived from the job search model in Chapter 1. In our
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empirical investigations we will emphasise the job search approach for
it is appropriate for the dynamics that we want to model. For
transitions from the state of nonemployment to working in a nonstandard job the reservation value will be influenced by both the level
and duration of the unemployment benefit and other. The arrival rate of
job offers will be determined by human capital variables like age,
education and experience. The same holds for the wage distribution
(rather, the distribution of values of jobs) where the job offers are
drawn from. In turn this distribution influences the gains of search and
subsequently the reservation value.
Summarising we can identify a set of variables that influence
transitions on the labour market, both from nonemployment to either a
non-standard or a standard job and from a non-standard job to a
standard one. These variables can be subdivided into 6 categories:

•

individual characteristics (age, gender, marital status)

•

human capital variables (age, educational attainment,
experience/tenure)

•

household characteristics (number of people, number of children,
place in the household, household income, etc.)

•

job characteristics (type of contract, number of working hours,
sector of employment); these characteristics are mainly used for
deciding whether jobs are non-standard or standard.

•

institutional characteristics (replacement rate, benefit entitlement)

•

macro variables ((changes in) (un)employment level, number of job
changes)

Some of these variables are related directly to theories like for instance
the human capital variables, which follow directly from human capital
theory. Gender and marital status have proven themselves as relevant
variables in a vast body of empirical labour economics, either through
discrimination theories or otherwise. Theories of labour supply in a
household context can also account for these variables, as they can for
the variables in the category household characteristics. Finally job
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search theory and the reservation wage property lead to the inclusion of
job characteristics, the institutional variables and the macro variables.
The macro variables influence the job offer arrival rate directly.
It is not straightforward to derive testable hypotheses from the theory
presented above. In general we would expect that human capital
variables have the same effect on the transition probability from nonstandard to standard employment as they usually have on the wage in
standard wage regressions. That is a positive effect of age itself and a
negative effect of the quadratic term. The same goes for education and
tenure: the higher the level of these variables, the higher the transition
probability.
The effect of gender could either mirror some discrimination of
women, or different preferences of women with respect to leisure or
home production, also in terms of transition probabilities. This effect is
quite a common finding in empirical work concerned with wages.
Positive marital premiums are more likely to be found for men than for
women.
Other household income will negatively influence the transition rate to
standard employment if it is a measure of wealth, and will positively
influence the transition rate if it is a measure of earning capacity. The
number of children and the presence of young children will negatively
influence the transition rate to standard employment of both men and
women, but the effect for women is expected to be stronger.
It could be argued that temporary fixed term contracts are more likely
to result in high transition rates to standard employment than seasonal,
casual forms of employment. Furthermore, the lower one’s labour
supply (in hours) in the current job is, the lower the transition rate to
standard employment will be.
A more generous system of unemployment benefits (both in terms of
replacement rates and access to the system) will increase the
reservation utility of unemployed workers and therefore reduce their
transition rate to non-standard employment. Another reason is that
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non-standard jobs are less likely to lead to new benefit entitlements and
are therefore less ‘valuable’.
The business cycle enters the model through variables such as (the
year-to-year change in) the employment level or (the year-to-year
change in) the unemployment level, depending whether the
specification is static or dynamic.
Later in this chapter these variables will be used in a number of
empirical specifications.

Institutional setting
The countries under examination in this chapter are all industrialized
and well-developed economies. But still, there are marked differences
between their labour market institutions. These differences and their
development over the past 30 years are described in detail in Appendix
A4 of this chapter. The Netherlands, Great Britain and Germany can
also be portrayed as examples of Social-Democratic, Liberal and
Corporatist welfare states in the typology proposed by EspingAndersen and others (Esping-Andersen, 1990; Goodin et al. 1999).
When we look only at the labour market institutions in the late 1990s
this typology is not entirely apt anymore in the sense that many
(de)regulations concerning flexible labour in, for instance, the
Netherlands have resulted in a shift towards a more liberal labour
market (Although many would argue that ‘regulating flexibility’ is
less liberal). Furthermore the Dutch labour market has some corporatist
features as well. But it is safe to say that the British labour market has
the less rigidities of the three, the German labour market is the most
regulated and the Dutch labour market is somewhere in the middle.
This is hypothesized to have consequences for both the expected
numbers of non-standard jobs in these labour markets as for the
expected transition rates in and out of non-standard work on these
labour markets. There is less need for non-standard work contracts if
firing regulations are not very strict, as in Great Britain. And the
number of non-standard work contracts in Germany is theoretically
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reduced because of direct regulations prohibiting these types of
contracts in certain cases.
On the other hand, jobs in the German apprenticeship system are
temporary and therefore also non-standard. The consequences of the
institutional setting on transitions to and from non-standard
employment are less clear cut. Ideally, we would pool all the
observations for the three countries together and add variables to the
regressions representing the differences in institutions between
countries.
This is not possible since there are still quite a few (institutional)
differences in how data is collected and how certain variables are
measured. That is why we analyse transition patterns separately for
each country and try to explain the differences we find with the
differences in institutions.
Gross Replacement Rates

Since it is hard to fully integrate the qualitative information on
institutions in the models in the next chapter, we include information
on replacement rates since they represent a central variable in the
incentive structure of the labour market and therefore cover a relevant
(and quantifiable) part of the institutional context. As we mentioned
earlier, the qualitative information is used for the interpretations of the
outcomes of the model estimations.
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With
dependent
spouse

With spouse
in work

Single

With
dependent
spouse

With spouse
in work

Single

With
dependent
spouse

With spouse
in work

1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

Single

Table 4-1
Gross replacement rates of unemployment benefits in the first
year of unemployment
Germany
Netherlands
Great Britain

0.38
0.38
0.36
0.36
0.35
0.35
0.35
0.35
0.37
0.37

0.41
0.41
0.39
0.39
0.39
0.39
0.38
0.38
0.37
0.37

0.38
0.38
0.36
0.36
0.35
0.35
0.35
0.35
0.37
0.37

0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70

0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70

0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70
0.70

0.19
0.19
0.19
0.19
0.18
0.18
0.20
0.20
0.19
0.19

0.31
0.31
0.31
0.31
0.28
0.28
0.31
0.31
0.24
0.24

0.19
0.19
0.19
0.19
0.18
0.18
0.20
0.20
0.09
0.09

Source: OECD

The differences between the replacement rates for different households
and over the years should provide sufficient variation for explaining
some of the transition patterns, with the obvious exception of the
Netherlands. In the Netherlands the gross replacement rate for
unemployment has been 70 per cent over the period of interest and it
does not depend on household composition.

Data and descriptive statistics
In this Chapter (and in Chapter 5 and Chapter 7 as well) we use three
household panel surveys: The British Household Panel Survey
(BHPS), the German SOcio-Economic Panel (GSOEP) and the Dutch
Socio-Economic Panel (SEP)
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BHPS

The first wave of the BHPS was designed as a nationally representative
sample of the population in Great Britain living in private households
in the Autumn of 1991. It consisted of 5,500 households covering
about 10,000 individuals. This group of respondents was followed
throughout the following years and they (and any adult co residents)
have been interviewed at annual time intervals. Children in the original
sample households are interviewed when they reach the age of sixteen.
The sample therefore remains broadly representative of the British
population as it changes over the 11 year period.
GSOEP

The German Socio-Economic Panel (GSOEP) is a wide-ranging
representative longitudinal study of private households in Germany.
The same private households, persons and families have been surveyed
annually since 1984. As early as June 1990, i.e. before the currency,
economic and social union, the survey was extended to include the
territory of the former German Democratic Republic (GDR).
In 1994/95 a new immigrant sample was introduced. The most recent
wave of data (2001) used in this chapter includes 4,285 households
with 8,145 people for the GSOEP West sample, and 3,730 people in
1,816 households in the GSOEP East sample.
SEP

The Dutch Socio-Economic Panel is based on a representative sample
of Dutch households. It is drawn from a representative two-stage
sample of postal addresses from the Dutch population. From the first
wave in 1985 surveys were carried out at 6 months intervals. From
1990 onwards the survey was carried out annually. In the last available
wave (1998)
3853 households and 12373 individuals were
interviewed.
The SEP questionnaire has been changed, sometimes substantially, at
different waves. In particular, in 1994 the question on hours worked
was changed. Instead of asking the number of contractual hours in the
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main job, only information on total number of hours is available from
1994 onwards. Furthermore net (take home) work income is asked
directly since 1995 and was constructed indirectly, through tax
information, before. Since in the empirical analysis only the
information from wave 1994 to wave 2001 is used, this is not a major
problem.
Definitions

In order to get a clear view on the development of non-standard jobs
over the 1990’s, eleven waves of the panels for The Netherlands,
Germany and Great Britain (SEP, GSOEP and BHPS, respectively) are
merged and labour market statuses are defined for each individual in
the sample. The definitions are quite straightforward and simple in
order to be able to use them in a cross-country comparison (Dekker &
Kaizer, 2000).

•

The base for all labour market statuses is the population of working
age (15-64 years).

•

Nonparticipation is defined as: not working any hours and not
registered at the unemployment office

•

Unemployment is defined as: not working any hours and registered
at the employment office

•

Non-standard employment is defined as: Working in a job that is
either

•

part-time for less than 12 hours per week

•

temporary

•

flexible in the sense that the number of hours per week varies

•

Standard employment is defined as: Working in a job that is
permanent and at least 12 hours per week

•

Self-employment is defined as: Working, but not as an employee,
or working in the family business
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•

More than one job is defined as: working on at least two different
jobs

The last two categories of work are only presented in the descriptive
analysis. In the empirical analyses presented in the next section these
observations are dropped.

Main focus
With eleven waves of data for three countries and six different labour
market statuses, some restraint has to be kept. Therefore, the main
focus of the analyses presented in this chapter is on the so-called
stepping stone theory and the theories of segmentation and scarring.
These are conflicting views of what non-standard jobs mean for the
workers occupying those jobs.
A 'segmentationist' would argue that hardly any worker will make a
transition into standard employment and would advise unemployed
workers not to accept non-standard jobs. Advocates of the stepping
stone hypothesis will argue that workers on a non-standard job show
more labour market commitment than comparable, but unemployed
workers and would therefore increase their prospects for a standard
job.
Firstly static data are presented. These are weighted with the
appropriate weights for each wave of data. That is we show
percentages of people in a certain labour market status in a certain year
for all three countries. The results can be found in Table 4-1. In Table
4-1 we can see that in all three countries a substantial number of
employees have non-standard jobs. It is reassuring to see that, just as in
the macro statistics (OECD, EUROSTAT), the data indicate that the
number of non-standard jobs is increasing in the 1990s. The evidence
from the three household panels is clear-cut for Germany and the
Netherlands. For Great Britain no major increase in the number of nonstandard jobs can be found. All countries, including Great Britain,
show an increasing number of workers with more than one job. The
second job for these workers is more likely to be a non-standard job or
self-employment.
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Germany shows a steady increase in non-standard jobs, but this is
accompanied by an equally steady increase in unemployment for the
period under study. The Netherlands too experienced a substantial
increase in non-standard jobs. The apparent dip in the years 1992 to
1994 period is caused by the lack of information on temporary
contracts in the Dutch panel. The relatively stable percentage of nonstandard jobs in Great Britain might seem a bit low at first (and
compared to earlier work (Dekker & Kaiser, 2000). This is likely to be
caused by the relatively high number of permanent part-time jobs that
are defined as standard jobs. Peculiar are the results for 1997 (and
1998) for Germany. A sharp increase in the percentage of standard jobs
is mirrored by a decrease in nonparticipation. This is probably a data or
coding artefact and must be examined more closely.
For a more dynamic perspective, the transitions of interest are those
from unemployment and from non-standard jobs in each year. These
results are presented in Table 4-2. Because we have fewer observations
for each of the years, the results show less stable trends, if any, than
those for the static analyses. For Great Britain, it is easily observed that
the transition probability to standard employment is higher for workers
that are employed on a non-standard contract compared to unemployed
workers. But the difference is not very big for most years. In Germany
however, workers on non-standard jobs on average have a twice as
high a probability of getting a standard job as their unemployed
counterparts. The transition probability for non-standard workers is
also substantially higher than in Great Britain for most years.
The results for the Netherlands have to be analysed with some caution,
since no information is available on temporary contracts in the years
1992 to 1994. The observed transition rates are more reliable from
1995/1996 onwards. There we see that the transition rates for nonstandard workers are similar to those for Germany and Great Britain
and that the transition rates for unemployed workers are the lowest of
the three countries. It is a well-established fact that unemployment in
the Netherlands tends to be quite absorbing and difficult to get out of,
even in the booming economy of the late 1990s. What we see however
is that the transition rate from non-standard employment to
unemployment is relatively low compared to both Germany and Great
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Britain. Furthermore non-standard employment seems to be slightly
more stable in Germany and the Netherlands than in Great Britain.
It would be straightforward to present separate tables for men and
women and for different levels of educational attainment but space is
limited so we save these issues for the more formal analysis with
multinomial logit models in the following section.
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Table 4-2
etherlands
Great Britain

Nonparticipation
Unemployment
Non-standard
empl.
Standard empl.
Self empl.
More than one
job

Labour force participation in Great Britain, Germany and The

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
36.38 37.42 37.36 38.09 38.59 38.28 37.98 37.45 38.76 38.42 38.62
5.32 5.71 5.30 4.90 3.83 3.78 3.13 2.71 2.36 2.68 2.37
6.16 5.72 6.76 6.53 6.13 6.33 6.38 8.17 6.95 6.58 6.55
43.13 42.16 41.12 41.38 41.92 41.85 42.92 44.21 44.25 44.93 45.17
7.16 7.13 7.41 7.06 7.19 7.46 6.95 5.76 5.80 5.70 5.91
1.85 1.87 2.04 2.05 2.34 2.30 2.64 1.69 1.88 1.70 1.38

Germany

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001

Nonparticipation
Unemployment
Non-standard
empl.
Standard empl.
Self empl.
More than one
job

36.73 37.25 37.26 37.46 37.31 37.01 31.20 32.96 34.58 36.79 36.39
2.99 4.76 5.50 6.67 6.16 6.70 8.05 7.91 6.58 5.82 6.01
9.7 9.48 9.42 8.43 10.35 10.91 11.70 11.89 12.57 12.68 10.79
40.57 39.98 39.08 37.90 36.23 35.23 38.95 38.07 37.36 36.38 35.23
5.11 4.94 5.16 5.02 4.65 4.92 4.85 4.93 5.05 5.33 8.38
4.91 3.60 3.59 4.52 5.31 5.22 5.25 4.24 3.86 3.01 3.20

The Netherlands 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001
Nonparticipation 37.57 36.35 34.73 35.62 35.75 34.87 32.70 32.50 33.54 30.98 30.00
Unemployment 1.94 1.90 2.76 3.62 2.35 2.18 1.94 1.66 1.04 1.02 0.75
Non-standard
9.20 7.29 7.63 7.51 12.24 12.32 12.97 13.49 13.09 12.51 12.32
empl.
Standard empl. 44.56 47.16 46.88 46.43 42.52 42.56 44.19 44.31 43.60 46.95 48.30
Self empl.
5.46 5.61 6.09 3.50 3.65 3.75 3.76 3.47 3.86 3.63 3.92
More than one 1.28 1.68 1.91 3.32 3.48 4.32 4.43 4.56 4.87 4.91 4.71
job
Source: SEP, GSOEP, BHPS (own calculations)
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FIGURE 4-1
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FIGURE 4-2
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EMPLOYMET: GERMAY
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FIGURE 4-3

TRASITIOS FROM UEMPLOYMET AD OREGULAR
EMPLOYMET: ETHERLADS

Multinomial logit models to explain labour market
transitions
Introduction

In this section we present the result of the econometric analyses. On
the basis of the theory presented earlier (In chapter 1 of this
dissertation) we have a set of variables that are used to explain labour
market transitions for both the nonemployed and workers on nonstandard jobs. The models include human capital variables (age,
education), household composition variables (children, marital status),
income variables (household income) and institutional (gross
replacement rate) and macroeconomic variables (changes in
unemployment and employment rates. The gross replacement rate does
not show up in the results for the Netherlands because it hasn’t
changed over the course of the 1990s.
The tables can be found in the appendices to this Chapter: A4-I (The
Netherlands, Tables 1 and 2), A4-II (Germany, Tables 3 and 4) and
A4-III (Great Britain, Tables 5 and 6).
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The empirical (multinomial logit) model
The multinomial logit model is used to estimate the relative probability
of entering one particular labour market state in the next period,
conditional on being in one particular labour market state in the current
period. Staying in the same labour market state is used as the reference
category.
Hence, for a worker in non-standard employment there are three
possible destination states: he/she will move on to standard
employment, he/she will stay in non-standard employment (base) or
he/she will drop out of employment and move into non-participation or
unemployment.
The technical details of the multinomial logit model are described in
Chapter 2. Robust estimation methods are used combined with
clustering of repeated observations on individuals. Thus we allow for
these observations not to be independent within clusters. The robust
estimation in STATA means that the Huber/White/Sandwich estimator
of variance is used instead of the traditional calculation. (see STATA
Reference Manual)
Variables

The explanatory variables (X) in our model can be subdivided into six
groups:

•

individual characteristics (age, gender, marital status)

•

human capital variables (age, educational attainment, labour market
experience/tenure/labour market history variables)

•

household characteristics (number of people, number of children,
place in the household, household income, etc.)

•

job characteristics (type of contract, number of working hours,
sector of employment); these characteristics are mainly used for
deciding whether jobs are non-standard or standard.

•

institutional characteristics (replacement rate, benefit entitlement)
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•

macro variables ((changes in) (un)employment level, number of job
changes

Results of estimation
In the analysis of the dynamic specification, main interest is given to
the relative transition probability into standard employment.
Furthermore, it is stressed that we have selected two initial states: nonemployment and non-standard employment.
Transitions from nonemployment

It may not come as a surprise that Dutch women in nonemployment are
significantly more likely to make transitions to non-standard
employment than Dutch men. But this is not true for German women
as they are less likely than men to make such a transition. In GreatBritain men and women do not differ in this respect. British and
German women are less likely to make transitions to standard
employment however, and for those transitions Dutch men and women
do not differ significantly.
Marriage does have a positive influence on the transition probability to
standard employment in the Netherlands and Great-Britain, but only
for men. For women, marriage has a negative impact for transition
probabilities into standard employment and in the Netherlands also for
the transition into non-standard employment.
In Germany, marriage has no significant effect on the transition rates.
Divorce has a positive effect on the transition probability to standard
employment also, for men in Great-Britain and the Netherlands and for
women in Germany.
Age has a significant nonlinear effect for transitions into standard
employment in all three countries. The older a person in
nonemployment gets, the probability of getting into standard
employment is increasing this transition probability will decrease.
Simply determining the point where the first derivative of the quadratic
age function is zero, yields an age of about 26.1 (NL), 29 (GE),
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22(GB) years. Beyond this age, getting older will still result in higher
transition probability into standard employment for the nonemployed,
but at a decreasing rate.For transitions into non-standard employment,
we observe a similar effect, but for Great-Britain and the Netherlands
only the quadratic term is significant. This means that in thoses
countries the transition probability into non-standard employment is
negative and decreasing with increasing age.
A higher number of children in the household do not influence the
transition probabilities out of nonemployment in the Netherlands,
neither for men nor for women. In Germany it increases the transition
probability to non-standard employment and in Great-Britain it reduces
the transition probability to standard-employment. But for Dutch
women the presence of a child in the household makes it more likely to
make a transition into non-standard employment as opposed to German
and British women for whom this effect is not found. The presence of a
young (less than 6 years of age) in the household has a negative effect
on the transition probabilities into both non-standard and standard
employment in the Netherlands and Great-Britain and the transition
probability to non-standard employment in Germany and.
In the Netherlands, higher levels of education do have significantly
positive effects on the transition probability into both non-standard and
standard employment with stronger effects found for higher levels of
education (Higher education and University education). This is
puzzling, because it is in contrast with the finding in Chapter 3. Similar
results are found for Great-Britain. In Germany, higher levels of
education (measured in two different ways) lead to higher transition
rates to standard employment but not so much to non-standard
employment.
As was to be expected, the nonemployed who are currently ‘Registered
as unemployed’ have higher transition probabilities into both nonstandard and standard employment, in all three countries.
Labour market history variables have strong significant effects:
previous experience in a non-standard employment significantly
increases the probability of going into either non-standard or standard
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employment in the Netherlands, Great-Britain and Germany. The same
holds for experience in standard employment in the three countries.
Previous unemployment experience increases the probability of
making a transition into non-standard employment in the Netherlands,
but reduces the probability for transitions to both standard and nonstandard employment in Germany. In Great-Britain this effect is only
found for the transition to standard employment. Scarring effects of
unemployment seem to be the strongest for workers currently not
employed in Germany and to a lesser extent in Great-Britain. In the
Netherlands, this scarring effect could not be found.
Nonlabour household income does have a significantly negative effect
on the transition probability into non-standard employment in the
Netherlands and on both transitions to employment in Germany. This
is what one would expect theoretically since a higher nonlabour
income will reduce search intensity in the job search model.
Remarkably, for Great-Britain we find a small positive effect of this
variable for the transition to non-standard employment. The labour
income of other household members has a positive effect on the
transition into standard employment in the Netherlands and GreatBritain. Negative effects of this variable are found for transitions to
non-standard employment in the Netherlands and Germany. The
positive effects of the labour income of other household members
might be explained by ‘network’ effects. Because your spouse (or
another household member) has a job, it is easier for you to find one as
well.
The effect of the gross replacement rate could not be assessed in the
Netherlands because of a lack of variability in that variable for the
period of interest (1994-2001: 70% for all household types). In
Germany and Great-Britain, no significant effects were found for this
institutional variable.
An increase in the unemployment level does decrease the transition
probabilities into both non-standard and standard employment in the
Netherlands and Great-Britain, as one would expect. In Germany there
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was no significant effect found for this variable. A higher increase in
the employment level do lead to significantly higher transition
probabilities into both non-standard employment and standard
employment in Great Britain, to higher transition probabilities to nonstandard employment only in Germany and no significant effects were
found for the Netherlands.
The model has a relatively good fit, especially when they are compared
to the results of the models for transitions from non-standard
employment in the next paragraph. This is mainly caused by the higher
number of observations. Furthermore, it could be the case that the
category of the nonemployed is more homogenous than the category of
non-standard workers.
Transitions from non-standard employment

In general, Dutch women in non-standard employment are not
significantly more or less likely to make transitions out of non-standard
employment than Dutch men. In contrast German women are more
likely than men to ‘escape’ non-standard employment either to
standard employment or to non-employment. British women in nonstandard employment are less likely than British men to go to nonemployment. When workers in non-standard employment are married
they have a higher transition probability to standard work in the
Netherlands and Great-Britain, but for women the effect is negative. In
Germany there is no overall effect for marital status but married
women are less likely to make a transition to standard employment.
Surprisingly, divorce has a positive effect on the transition probability
to standard employment also, both for men and women in the
Netherlands. In the other two countries this effect was not found.
As with the transition from nonemployment, age has a significant
nonlinear effect for transitions into standard employment in all three
countries. Older non-standard workers have a higher and decreasing
probability of getting into standard employment. Beyond a certain age
the positive effect of age on this transition probability will decrease.
Simply determining the point where the first derivative of the quadratic
age function is zero, yields an age of about 33.3 (NL), 39 (GE) or 26
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(GB) years. Beyond this age, getting older will still result in a higher
transition probability into standard employment for non-standard
workers, but at a decreasing rate.For transitions into nonemployment in
the Netherlands, we also find a statistically significant quadratic age
function but the coefficients are reversed. This means that the effect of
a higher age on the transition probability into nonemployment is
negative and decreasing. In Germany the transition to nonemployment
is affected by age in the same manner as the transition to standard
employment; that is increasing with age at a decreasing pace. As a
whole the effect for the age function indicates that non-standard
workers in all three countries are more likely to go into standard
employment than into nonemployment when they get older.
A higher number of children in the household do not influence the
transition probabilities out of non-standard employment for men. But
the presence of children does have a negative effect on the transition
rate into standard employment for women. The presence of a young
(less than 6 years of age) in the household has no significant effect on
both transition probabilities. For Great-Britain and Germany there is a
positive effect of this variable for the transition to nonemployment, as
one might expect. Surprisingly, in Germany we also find a positive
effect of this variable for the transition to standard employment (in one
specification only)
Higher levels of education do have some significantly positive effects
on the transition probability into standard employment in the
Netherlands (but much less pronounced than the effects found for
transitions out of non-employment) and negative effects (University
education) for the transition into nonemployment. Surprisingly, in
Germany higher levels of education do not have a significantly
positive effect on the transition probability into standard employment.
On the contrary, the effect is negative for all levels and significantly so
for “Secondary education – First stage” and “University education”.
We do find the expected negative sign for transitions into
nonemployment. In an alternative specification, similar significantly
negative effects could be found for “Years of schooling”. For GreatBritain we can only observe negative effects of a higher level of
education on the transition rate to non-employment.
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As was to be expected, non-standard workers who supply only few
hours of labour (less than 12/15 hours per week) have a significantly
lower transition probability into standard employment in all three
countries. Furthermore, workers with a low labour supply do also
experience lower transition probabilities into nonemployment in GreatBritain and the Netherlands. It is fairly safe to say that workers in this
quite substantial job category do not have good career prospects, but
they will nevertheless more often than not remain in employment.
The hourly (net) wage earned in non-standard employment has the
expected effect and does contribute positively to the transition
probability into standard employment and negatively to the transition
probability into nonemployment in Germany. In the Netherlands and
Great-Britain a higher wage has a positive influence on both transition
probabilities, a finding which could be interpreted as that better paid
non-standard jobs tend to be the more insecure ones. This is however
contradicted by other results from this analysis.
If the non-standard job is in a large firm, this does have a significantly
positive effect on the transition probability into standard employment
and a significantly negative effect on the transition into
nonemployment. Larger firms in the Netherlands are apparently using
non-standard contracts as a screening device more often than smaller
firms. In Germany and Great-Britain this effect is not significant. Some
sectors in the Dutch economy, notably Construction and Comm.
Services have significantly higher transition probabilities into standard
employment as compared to Manufacturing. Germany workers in nonstandard employment in the Primary, Construction and Government
sectors have a higher transition rates to non-employment and higher
transition rates to standard employment are found in the Service sector.
In Great-Britain the Service sector is characterised by lower transition
rates to non-employment (compared to Manufacturing). Furthermore,
in the Government sector workers are more likely to stay in nonstandard employment since both transition rates are negatively
influenced by its dummy variable.
Labour market history variables have strong significant effects:
previous experience in non-standard employment significantly reduces
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the probability of going into either standard employment or nonemployment. Non-standard employment is apparently an almost
‘absorbing state’ in the Netherlands and less so in Great-Britain. In
Germany previous experience in non-standard employment increases
the probability of finding standard employment. Previous
unemployment experience does not significantly influence the
probability of making a transition into standard employment or
nonemployment in the Netherlands but does increase the transition rate
to non-employment in Germany and Great-Britain. In this respect the
‘stigma’ associated with non-standard employment is bigger in these
two countries. Previous experience in standard employment increases
the probability of returning to standard employment in all three
countries but does reduce the probability of going into nonemployment in the Netherland. So it is safe to say that there is some
kind of path dependence in these labour market patterns in all three
countries.
Nonlabour household income does not have a significant effect on the
transition probabilities out of non-standard employment and neither
does the labour income of other household members in both the
Netherlands and Great-Britain. In Germany nonlabour household
income has a positive effect on the transition to standard employment,
which is somewhat of a puzzle. Another less puzzling finding for
Germany is that the labour income of other household members has a
negative effect on the transition rate into non-employment. This might
be explained by the idea that workers that live together with employed
household members, have better labour market prospects through some
sort of network effect.
The effect of the gross replacement rate could not be assessed in the
Netherlands because of a lack of variability in that variable for the
period of interest (1994-2001: 70% for all household types). In
Germany this variable has a positive effect on the transition rate to
standard employment, in Great-Britain it has no significant effect. The
positive effect found for Germany could be explained by the higher
value of standard jobs through the accompanying benefit entitlements.
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An increase in the unemployment level does decrease the transition
probabilities into standard employment in the Netherlands and GreatBritain, but not in Germany. Higher increases in the employment level
do also lead to significantly higher transition probabilities into standard
employment, as one would expect, but also increases the transition rate
into nonemployment in the Netherlands. The reverse effects are found
in Great-Britain and Germany. A possible explanation might be that
labour market volatility in general does positively influence the
transition probabilities in general in the Netherlands in the late 1990s,
whereas in Germany and Great-Britain it resulted in transition within
the segment of non-standard employment. This could be an indication
of a more segmented labour market in these two countries.
Specific effects could be identified for each country. In Germany,
workers that are employed in a so-called Marginal job have lower
transition rates to standard employment and higher transition rates to
non-employment, compared to other types of non-standard
employment. Furthermore, workers who are in non-standard
employment in the former GDR ‘Länder’ have lower transition rates to
standard employment and higher transition rates to non-employment
compared to the ‘Wessies’. This is indicative of the relatively lower
levels of economic prosperity and labour market prospects in the
former GDR.
The models for transitions from non-standard employment have a
substantially worse fit compared to the models for transitions from
non-employment. This is caused by the lower number of observations
and also by the relatively high level of heterogeneity in the segment of
non-standard employment and workers in it.

Summary and discussion of results
The role of individual human capital (age education, labour
market history variables)

Two results stand out for all three countries. First of all we find that
age is an important determinant of these labour market transitions. For
all three countries we find that getting older will result in a higher
143

Non-standard employment and mobility
transition rate into standard employment, both from nonemployment
and non-standard employment. This is in line with the common finding
in wage regressions. When we look at other human capital variables, a
striking and counterintuitive finding is the negative effect of a higher
level of schooling for non-standard workers in Germany. It seems that
workers with a high education should not accept non-standard jobs
because they do not offer much prospect for a transition into standard
employment. For all three countries labour market history variables
play an important role. There are two similar ways to interpret their
effects: Firstly they measure human capital in terms of labour market
experience and then we can see that experience in a standard job is
valued more than experience in a non-standard job, even though the
latter still has a positive contribution to the transition probability into
work. Secondly we could interpret these results as a form of path
dependence in individual labour market careers. So even though the
effect of age seems to suggest, that non-standard employment is ‘a
phase they’re going through’ for most workers, there is still a risk of
repeated non-standard employment with matching higher chances of
unemployment. This will in turn result in higher unemployment
incidences in the future.
For nonemployed workers that are currently ‘Registered as
unemployed’ the prospects of finding employment are better in all
three countries. In Germany and Great Britain the strongest effect is for
transitions into standard employment, in the Netherlands the strongest
effect is found for transitions into non-standard employment. This
could be an indication of the higher (=better regulated) quality of nonstandard jobs in the Netherlands. For the unemployed these jobs are a
real option.
The role of household composition (children, marital status)

Household composition does play a role for individual labour market
experiences in all three countries, especially for women. The presence
of (young) children in the household does reduce the transition rates
into employment for people in nonemployment in all three countries,
indicating that child-rearing is preventing people from entering the
labour market to some extent. This effect can also be found in all three

144

‘A phase they’re going through’
countries for non-standard workers with young children. They
experience a higher chance to go into nonemployment. This effect is
not significant for the Netherlands but there women in non-standard
employment have fewer chances of getting into a standard job.
The effect of marital status is not always very clear. Marriage is, in
general, good for labour market success in terms of higher transition
rates into employment for men, but bad for women in the Netherlands
and Great Britain. Women in Germany are generally worse of in terms
of labour market prospects when in nonemployment, but once in nonstandard employment, they are more likely than men to get standard
employment.
The effect of divorce is positive for nonemployed men and men and
women in non-standard work in the Netherlands, nonemployed women
in Germany and nonemployed men and women in Great Britain.
Other sources of income in the household play only a marginal role in
individual labour market transition rates. For the nonemployed we find
some significant but small and varying effects, especially in Germany
and Great Britain, but for non-standard workers the income of other
household members or nonlabour income do not seem to have a
substantial effect.
The role of institutions and macro variables

The major question in this chapter (as opposed to Chapter 3) was the
effect of different institutions in the three different countries. The main
indicator of these institutional difference was a variable indicating the
short-term (<1 year) Gross Replacement Rate (GRR) of the
unemployment benefit. For the Netherlands this is 70 per cent of the
last earned income for all household types and all years in the period of
interest. For Great Britain and Germany we have found some
variability (see Table 2 of this chapter). Theoretically we would expect
this GRR to have an impact since it denotes the relative generosity of
the benefit system but it also increases the value of a job offer,
especially for a standard job. The only significant results we find for
Germany and these indicate the latter since a higher level of the
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replacement rates leads to higher transition rates into standard
employment for non-standard workers.
The role of the business cycle is theoretically straightforward. We
expect positive effects on the individual transition rates into work of
lower levels of unemployment and this hypothesis was confirmed for
the Netherlands and Great Britain, but not for Germany. Since the
average level of the transition rates is not very different for Germany,
this suggests that the labour markets in the Netherlands and Great
Britain work better.
The role of the job/firm (demand side, stigma)

For workers in non-standard employment we looked at the effect of
several ‘job variables’. A common finding is that workers in small
part-time jobs (=low labour supply) have more trouble finding standard
employment in all three countries. The mirror image of that effect is
that they rarely loose their small part-time job either, at least in the
Netherlands and Great Britain.
Non-standard workers in large firms are expected to benefit from
internal job ladders with these firms. This effect was only observed in
the Netherlands and this indicates that ‘screening for standard
employment’ is an important rationale for non-standard work in large
firms in the Netherlands.
The service sector in the Netherlands and Germany offer some extra
perspective (as compared to Industry) of getting standard employment
for non-standard workers in those sectors. The government sector in
Great Britain offers less perspective in that respect.
General findings

An important general finding is that transitions to both types
employment from nonemployment have fairly similar determinants in
all three countries. So, from the perspective of the nonemployed, nonstandard employment and standard employment are fairly similar
destinations and there does not seem to be a need to investigate these
types of employment separately. But we do see marked differences
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between the nonemployed and non-standard workers in their transition
probabilities into standard employment. These differences are partly
diffused by entering job-related variables to the specification but we
are still able to see that in Germany a higher level of schooling has
positive effects for the nonemployed and negative effects for nonstandard workers. In the two other countries we also find much less
relevance of the education level variables for non-standard workers
than we find for the nonemployed.
Summary

Comparative research (three countries) into these labour market issues
(3 or 5 labour market states) on the basis of relatively long (eleven
years, reduced to eight) panel data sets supplies the researcher with
more results than he can humanly handle. So restraint is in order.
I tried to be as concise as possible and restrict myself to the most
relevant transitions given the theoretical and policymaking background
of this research. Main focus is on upward transitions on the labour
market, both from nonemployment (nonparticipation and
unemployment) and non-standard employment.
The results from the estimations indicate that in all three countries the
determinants of these labour market transitions are fairly similar. The
differences that we find can at least partly be attributed to differences
in institutions, though not always directly to the institutional variables
we included in the empirical model.
A robust quantitative result in that respect was the positive effect of the
gross replacement rate on the transition to standard employment for
non-standard workers in Germany. This could be explained by the fact
that a standard job is more prone to result in higher benefit entitlements
with a higher gross replacement rate and is therefore more attractive
for workers currently in a non-standard job. Another explanation might
be that standard jobs are offered more often to people with higher
replacement rates (people with families, that is). Since the gross
replacement rate in the Netherlands is substantially higher than in
Germany one would expect to see these effects for the Netherlands as
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well, but due to lack of variation this cannot be observed. One way to
solve the lack of variation for the Netherlands is to solve is to pool the
data for all three countries. Another option is to use net replacement
rates because these show more variation because of changes in the tax
system. The differences in replacement rates in Great Britain did not
turn out to be of significant impact on the transition patterns described
in this chapter.
The panel data used in this dissertation enabled us to look at path
dependence in labour market ‘careers’ Previous experience in nonstandard jobs tends to reduce the transition probability into
nonemployment but also the transition rate to standard employment. In
this respect, non-standard jobs are a phase a worker must go through
quickly. Standard employment experience increases the probability of
re-entering that state. These two results hold for all countries.
Unemployment, however seem to be of less importance in Great
Britain. In Germany and the Netherlands it increases the transition
probability into nonemployment for workers on non-standard jobs.
It is safe to say that there is some value in analysing the labour market
and recognising that not all jobs are the same. The results in this
chapter indicate that we can in fact observe that transition rates
between non-standard jobs and standard jobs are sufficiently high to
claim that non-standard jobs can function as ‘stepping-stone’ towards
standard employment. Does that mean that non-standard jobs are
necessarily a good thing? No, because a lot of questions are still
unanswered. What does non-standard job experience mean for the
wages a worker earns and what about the almost inherent periods of
unemployment related to temporary jobs? These issues will we
addressed in Chapters 5 and 6 respectively.
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Appendix 4-I: Results of estimation for the etherlands
Table 1: etherlands: Multinomial logit regression results (parameter estimates for
‘Transitions from nonemployment’: effects on relative transition probability’
(compared to staying in nonemployment), SEP, 1994-2001),
Robust standard errors in parentheses
* significant at 5%; ** significant at 1%
Transitions to:
Non-standard
Standard
employment
employment

Woman

0.22
(0.097)**

-0.067
-0.125

Married

0.113
(0.15)

0.347
(0.147)**

Married woman

-0.347
(0.148)**

-1.138
(0.173)***

Divorced

-0.069
(0.315)

0.473
(0.245)*

Divorced woman

0.01
(0.342)

-0.508
(0.306)*

Age

-0.018
(0.017)

0.147
(0.023)***

Age Squared

-0.069
(0.022)***

-0.282
(0.030)***

Number of Children

-0.044
(0.037)

-0.058
(0.048)

Woman with child

0.196
(0.101)*

-0.082
(0.136)

Child younger than 6 yrs

-0.331
(0.071)***

-0.232
(0.093)**

Secondary education, first stage
Base: Primary education
Secondary education, second stage

0.852
(0.085)***
0.863
(0.086)***

0.163
(0.11)
0.181
(0.104)*
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Table 1 continued: etherlands:
Transitions to:

Non-standard
employment
1.236
(0.117)***

Standard
employment
0.429
(0.152)***

University education

1.106
(0.232)***

0.77
(0.247)***

Currently registered as unemployed

1.168
(0.103)***

0.863
(0.128)***

Non-standard work in last three years

0.506
(0.048)***

0.469
(0.062)***

Unemployed in last three years

0.192
(0.072)***

0.116
(0.093)

Standard work in last three years

0.196
(0.047)***

0.717
(0.044)***

Nonlabour household income /1000

-0.004
(0.002)***

0.001
(0.002)

Other household labour income / 1000

0.001
(0.001)

0.005
(0.001)***

Level of unemployment (%)

-0.063
(0.023)***

-0.111
(0.029)***

∆ employment

-0.053
(0.062)

-0.035
(0.077)

Constant

-1.027
(0.326)***

-3.7
(0.453)***

Number of Observations
Wald χ² (44) = 2222.05
Prob > χ² = 0.0000
Log pseudo-likelihood = -7089.2534
Pseudo R²
= 0.1759

16995

16995

Higher education
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Table 2: etherlands: Multinomial logit regression results (parameter estimates for
‘Transitions from non-standard employment: effects on relative transition
probability’ (compared to staying in nonemployment), SEP, 1994-2001 ), Robust
standard errors in parentheses
* significant at 5%; ** significant at 1%
Transitions to:
Nonemployment
Standard empl.

Woman

-0.001
(0.133)

0.034
(0.114)

Married

-0.13
(0.216)

0.343
(0.166)**

Married woman

0.203
(0.21)

-0.712
(0.176)***

Divorced

-0.395
(0.509)

0.598
(0.320)*

Divorced woman

0.1
(0.571)

-0.152
(0.369)

Age

-0.102
(0.027)***

0.138
(0.027)***

Age Squared

0.135
(0.034)***

-0.207
(0.035)***

Number of Children

-0.006
(0.059)

-0.006
(0.056)

Woman with child

-0.105
(0.146)

-0.237
(0.133)*

Child younger than 6 yrs

-0.007
(0.108)

-0.112
(0.1)

Secondary education, first stage
Base: Primary education
Secondary education, second stage

-0.133
(0.126)
-0.206
(0.13)

-0.03
(0.147)
0.16
(0.14)

Higher education

-0.261
(0.172)

0.44
(0.165)***

University education

-0.498
(0.279)*

0.17
(0.224)
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Table 2 continued: etherlands
Transitions to:
Small current job

Nonemployment
-0.268
(0.095)***

Standard work
-0.902
(0.101)***

Hourly wage (net)

0.004
(0.003)*

0.005
(0.003)**

Working at large company

-0.26
(0.115)**

0.452
(0.086)***

Primary sector

0.22
(0.223)

-0.23
(0.281)

Construction

0.09
(0.257)

0.416
(0.236)*

Services

0.037
(0.112)

0.453
(0.106)***

Government

-0.16
(0.126)

0.087
(0.114)

Non-standard work in last three years

-0.338
(0.044)***

-0.108
(0.041)***

Unemployed in last three years

-0.117
(0.106)

-0.133
(0.094)

Standard work in last three years

-0.156
(0.057)***

0.303
(0.045)***

Nonlabour household income /1000

0.001
(0.003)

-0.001
(0.003)

Other household labour income / 1000

0
(0.001)

-0.001
(0.001)

Level of unemployment (%)

-0.006
(0.03)

-0.147
(0.029)***

∆ employment

0.151
(0.085)*

0.298
(0.086)***

Constant

1.075
(0.504)**

-2.71
(0.496)***
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Table 2 continued: etherlands
Transitions to:
Number of Observations
Wald χ²(56) = 918.10
Prob > χ² = 0.0000
Log pseudo-likelihood = -4446.6834
Pseudo R²
= 0.1093

Nonemployment
5080

Standard work
5080
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Appendix 4-II: Results of estimation for Germany
Table 3: Germany: Multinomial logit regression results (parameter estimates for
‘Transitions from nonemployment: effects on relative transition probability’
(compared to staying in nonemployment), GSOEP, 1994-2001 ),
Two specifications
Robust standard errors in parentheses
* significant at 5%; ** significant at 1%

Specification
with
education levels
NonStandard
standard
employm.
employm.

Specification with years
of schooling
NonStandard
standard
employm.
employm.

Woman

-0.193
(0.068)***

-0.565
(0.098)***

-0.202
(0.068)***

-0.583
(0.098)***

Married

0.002
(0.101)

0.105
(0.114)

0.009
(0.101)

0.122
(0.114)

Married woman

-0.046
(0.109)

-0.157
(0.141)

-0.047
(0.108)

-0.095
(0.141)

Divorced

0.087
(0.185)

-0.314
(0.226)

0.089
(0.186)

-0.259
(0.223)

Divorced woman

0.15
(0.224)

0.564
(0.287)**

0.154
(0.224)

0.561
(0.285)**

Age

0.018
(0.013)

0.218
(0.022)***

0.022
(0.013)*

0.211
(0.022)***

Age squared /100

-0.112
(0.016)***

-0.37
(0.028)***

-0.117
(0.016)***

-0.362
(0.028)***

Number of children

0.085
(0.036)**

-0.026
(0.051)

0.082
(0.036)**

-0.021
(0.05)

Woman with child(ren)

-0.074
(0.097)

-0.177
(0.131)

-0.073
(0.097)

-0.181
(0.131)

Child younger than 6 yrs

-0.514
(0.078)***

-0.128
(0.093)

-0.505
(0.077)***

-0.106
(0.093)

Transitions to:
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Table 3 continued: Germany

Transitions to:

Secondary education, first
stage
Base: Primary education
Secondary education, second
stage
Higher education
University education

Specification
with
education levels
NonStandard
standard
employm.
empl.
-0.049
0.391
(0.079)

(0.134)***

0.057

0.667

(0.079)

(0.129)***

-0.028

0.232

(0.096)

(0.153)

0.347

0.862

(0.107)***

(0.154)***

Years of schooling

Specification with years
of schooling
NonStandard
standard
employm.
empl.

0.008

0.071

(0.007)

(0.011)***

Registered as unemployed

0.689
(0.071)***

1.166
(0.084)***

0.683
(0.070)***

1.196
(0.083)***

Non-standard work in last
three years

0.393

0.4

0.397

0.415

(0.046)***

(0.052)***

(0.046)***

(0.052)***

-0.081

-0.169

-0.089

-0.157

(0.039)**

(0.051)***

(0.039)**

(0.050)***

0.108

0.427

0.102

0.437

(0.036)***

(0.036)***

(0.036)***

(0.036)***

-0.073

-0.024

-0.069

-0.031

(0.023)***

(0.034)

(0.023)***

(0.034)

-0.003

0.002

-0.002

0.002

(0.001)**

(0.001)*

(0.001)**

(0.001)

Unemployed in last three
years
Standard work in last three
years
Nonlabour household income
/1000
Other
household
income / 1000

labour
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Table 3 continued: Germany:

Specification
with
education levels
NonStandard
standard
employm.
employm.
0.31
-0.051
(0.055)*** (0.076)

Specification with years
of schooling
NonStandard
standard
employm.
employm.
0.326
-0.032
(0.054)*** (0.074)

Gross replacement rate

-1.241
(4.724)

2.733
(6.187)

-0.866
(4.728)

4.576
(6.178)

Level of unemployment (%)

0.012
(0.05)

-0.089
(0.068)

0.017
(0.05)

-0.071
(0.068)

∆ employment

0.166
(0.060)***

-0.013
(0.08)

0.174
(0.060)***

0.02
(0.079)

Constant

-0.709
(1.979)

-5.93
(2.640)**

-1.024
(1.978)

-6.948
(2.627)***

Number of Observations

33558

33558

33558

33558

Transitions to:

Living in the former GDR

Wald χ² (48)= 3575.76
Prob > χ²=0.0000
Log pseudo-likelihood =
-10414.337
Pseudo R²=0.2646
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Table 4: Germany: Multinomial logit regression results (parameter estimates for
‘Transitions from non-standard employment: effects on relative transition
probability’ (compared to staying in nonemployment), GSOEP, 1994-2001 ),
Two specifications
Robust standard errors in parentheses
* significant at 5%; ** significant at 1%

Specification
with
education levels
NonStandard
employm.
employm.

Specification with years
of schooling
NonStandard
employm.
employm.

Woman

0.238
(0.110)**

0.225
(0.088)**

0.256
(0.109)**

0.236
(0.088)***

Married

0.128
(0.172)

0.127
(0.143)

0.154
(0.172)

0.142
-0.142

Married woman

-0.046
(0.184)

-0.414
(0.152)***

-0.079
(0.183)

-0.44
(0.153)***

Divorced

0.023
(0.365)

-0.046
(0.326)

0.031
(0.36)

-0.052
(0.327)

Divorced woman

-0.109
(0.427)

-0.282
(0.392)

-0.13
(0.424)

-0.278
(0.391)

Age

0.055
(0.024)**

0.167
(0.024)***

0.075
(0.024)***

0.189
(0.024)***

Age squared

-0.042
(0.028)

-0.214
(0.030)***

-0.064
(0.027)**

-0.239
(0.029)***

Number of children

-0.05
(0.07)

-0.068
(0.061)

-0.064
(0.069)

-0.083
(0.06)

Woman with child(ren)

-0.016
(0.183)

0.042
(0.165)

0.001
(0.182)

0.054
(0.165)

Child younger than 6 yrs

0.302
(0.142)**

0.194
(0.124)

0.324
(0.142)**

0.21
(0.125)*

Transitions to:
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Table 4 continued: Germany
Specification
with
education levels
Transitions to:
NonStandard
employm.
employm.

Secondary education, first
stage
Base: Primary education

-0.412

-0.36

(0.172)**

(0.155)**

Secondary
second stage

-0.221

-0.139

(0.173)

(0.156)

-0.352

-0.211

(0.196)*

(0.169)

-0.618

-0.454

(0.208)***

(0.182)**

education,

Higher education
University education
Years of schooling

Specification with years
of schooling
NonStandard
employm.
employm.

-0.052

-0.036

(0.015)***

(0.013)***

Small part-time job

-0.108
(0.138)

-0.78
(0.138)***

-0.13
(0.139)

-0.79
(0.139)***

Marginal job

0.322
(0.128)**

-0.438
(0.132)***

0.323
(0.128)**

-0.436
(0.133)***

Working in a large firm

-0.129
(0.092)

-0.093
(0.078)

-0.133
(0.092)

-0.094
(0.078)

Primary sector

0.634
(0.256)**

-0.144
(0.314)

0.633
(0.257)**

-0.15
(0.315)

Construction

0.541
(0.165)***

0.071
(0.164)

0.519
(0.164)***

0.047
(0.162)

Services

0.062
(0.094)

0.18
(0.079)**

0.055
(0.094)

0.176
(0.079)**

Government

0.59
(0.251)**

-0.099
(0.265)

0.617
(0.252)**

-0.08
(0.265)

Hourly wage (gross)

-0.011
(0.005)**

0.018
(0.004)***

-0.01
(0.005)*

0.018
(0.004)***
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Table 4 continued: Germany
Specification
with
education levels
Transitions to:
NonStandard
employm.
employm.

Non-standard work in last
three years

Specification with years
of schooling
NonStandard
employm.
employm.

0.007

0.209

0.007

0.209

(0.045)

(0.040)***

(0.046)

(0.040)***

0.588

0.091

0.594

0.098

(0.067)***

(0.073)

(0.067)***

(0.072)

0.042

0.526

0.049

0.534

(0.062)

(0.048)***

(0.061)

(0.047)***

0.025

0.021

0.027

0.022

(0.061)

(0.062)

(0.06)

(0.061)

-0.004

-0.001

-0.004

-0.001

(0.002)**

(0.001)

(0.002)**

(0.001)

Living in the former GDR

0.193
(0.087)**

-0.279
(0.078)***

0.219
(0.086)**

-0.254
(0.077)***

Gross replacement rate

0.431
(4.539)

9.869
(4.032)**

-0.346
-4.552

9.45
(4.021)**

Level of unemployment
(%)

-0.052

-0.048

-0.04

-0.035

(0.071)

(0.062)

(0.071)

(0.062)

∆ employment

-0.256
(0.080)***

-0.255
(0.068)***

-0.216
(0.077)***

-0.217
(0.066)***

Constant

-2.032
(1.959)

-6.972
(1.789)***

-1.973
(1.968)

-7.167
(1.780)***

Number of Observations

5697

5697

5697

5697

Unemployed in last three
years
Standard work in last three
years
Nonlabour
income /1000

household

Other household labour
income / 1000
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Table 4 continued: Germany
Specification
with
education levels
Transitions to:
NonStandard
employm.
employm.

Wald χ²(62)= 1054.84
Prob > χ²=0.0000
Log pseudo-likelihood = 5035.2777
Pseudo R² =0.1040
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Specification with years
of schooling
NonStandard
employm.
employm.
Wald χ²(56)= 1041.33
Prob > χ² = 0.0000
Log pseudo-likelihood
= -5037.7976
Pseudo R²= 0.1036
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Appendix 4-III: Results of estimation for Great-Britain
Table 5 - Great-Britain: Multinomial logit regression results (parameter estimates
for ‘Transitions from nonemployment: effects on relative transition probability’
(compared to staying in nonemployment), BHPS, 1994-2001 ), Robust standard
errors in parentheses
* significant at 5%; ** significant at 1%
Transitions to:
Non-standard
Standard employment
employment

Woman

0.001
(0.092)

-0.179
(0.078)**

Married

-0.086
(0.138)

0.359
(0.111)***

Married woman

-0.052
(0.149)

-0.497
(0.123)***

Divorced

-0.115
(0.594)

0.876
(0.446)**

Divorced woman

-0.317
(0.641)

-0.63
(0.504)

Age

0.003
(0.012)

0.092
(0.013)***

Age squared

-0.075
(0.015)***

-0.205
(0.016)***

Number of children

-0.066
(0.046)

-0.101
(0.040)**

Woman with child(ren)

0.202
(0.127)

-0.014
(0.112)

Child younger than 6 yrs

-0.453
(0.090)***

-0.362
(0.077)***

1.059
(0.134)***

0.858
(0.112)***

0.586

0.584

(0.115)***

(0.092)***

Educational level dummies:
Reference: No qualification
University
Higher teaching, nursing or other
qualif.
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Table 5 continued - Great-Britain
Transitions to:
Non-standard
employment
A levels
0.474
(0.121)***

Standard employment
0.281
(0.097)***

O levels

0.699
(0.101)***

0.44
(0.088)***

Other qualifications

0.295
(0.130)**

0.116
(0.108)

Registered as unemployed

0.272
(0.092)***

0.739
(0.073)***

Non-standard work in last three
years

0.73

0.492

(0.056)***

(0.054)***

Unemployed in last three years

-0.052
(0.063)

-0.09
(0.049)*

Standard work in last three years

0.338
(0.042)***

0.604
(0.031)***

Nonlabour HH income /1000

0.004
(0.002)**

0.003
(0.002)

Other household labour income /
1000

0.031

0.084

(0.013)**

(0.011)***

Gross replacement rate

0.795
(0.62)

0.246
(0.535)

Level of unemployment (%)

-0.117
(0.026)***

-0.128
(0.021)***

∆ employment

1.446
(0.245)***

0.916
(0.215)***

Constant

-2.004
(0.340)***

-2.307
(0.316)***

Number of Observations

28376
28376
Wald χ²(48) = 3488.75
Prob > χ² = 0.0000
Log pseudo-likelihood = -8512.8728
Pseudo R²
= 0.2812
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Table 6 - Great-Britain: Multinomial logit regression results (parameter estimates
for ‘Transitions from non-standard employment: effects on relative transition
probability’ (compared to staying in nonemployment), BHPS, 1994-2001 ), Robust
standard errors in parentheses
* significant at 5%; ** significant at 1%
Transitions to:
Nonemploym.
Standard empl.

Woman

-0.236
(0.122)*

-0.115
(0.114)

Married

-0.067
(0.231)

0.412
(0.219)*

Married woman

-0.225
(0.234)

-0.655
(0.219)***

Divorced

-0.06
(0.581)

-0.555
(1.08)

Divorced woman

-0.037
(0.63)

1.072
(1.126)

Age

-0.013
(0.021)

0.054
(0.021)***

Age squared

0.009
(0.024)

-0.105
(0.026)***

Number of children

0.001
(0.077)

-0.047
(0.066)

Woman with child(ren)

-0.002
(0.189)

0.241
(0.159)

Child younger than 6 yrs

0.397
(0.121)***

0.022
(0.106)

-0.374
(0.192)*

-0.184
(0.179)

-0.196

0.007

(0.157)

(0.148)

Educational level dummies:
Reference: No qualification
University
Higher teaching, nursing or other
qualif.
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Table 6 continued - Great-Britain
Transitions to:
A levels

Nonemploym.
0.035
(0.156)

Standard empl.
-0.166
(0.16)

O levels

-0.28
(0.146)*

0.027
(0.142)

Other qualifications

-0.138
(0.186)

-0.052
(0.173)

Small part-time job

-0.308
(0.112)***

-0.815
(0.094)***

Working in a large firm

-0.161
(0.135)

0.063
(0.117)

Primary sector

-0.255
(0.374)

-0.479
(0.383)

Construction

-0.601
(0.415)

0.118
(0.361)

Services

-0.278
(0.156)*

-0.212
(0.151)

Government

-0.48
(0.164)***

-0.267
(0.156)*

Hourly wage (gross)

0.015
(0.007)**

0.02
(0.006)***

Non-standard work in last three years

-0.242
(0.049)***

-0.074
(0.046)

Unemployed in last three years

0.327
(0.130)**

0.077
(0.132)

Standard work in last three years

-0.045
(0.066)

0.354
(0.054)***

Nonlabour household income /1000

-0.002
(0.002)

-0.003
(0.002)

Other household labour income / 1000

0
(0.007)

0.004
(0.003)
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Table 6 continued - Great-Britain:
Transitions to:
Gross replacement rate

Nonemploym.
-0.939
(0.857)

Standard empl.
0.333
(0.778)

Level of unemployment (%)

0.224
(0.036)***

-0.06
(0.034)*

∆ employment

-1.608
(0.405)***

-0.778
(0.344)**

Constant

-0.008
(0.552)

0.652
(0.494)

Number of Observations

3701

3701

Wald χ²(60) = 567.20
Prob > χ² = 0.0000
Log pseudo-likelihood = -3599.2866
Pseudo R²
= 0.0863
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Appendix 4-IV: The institutional settings
The German Case

In the face of increasing and continuous high unemployment and longterm unemployment rates (cf. table A-1) in the 1980s in (West-)
Germany, a political debate in terms of the enhancement of
employment and employability by means of deregulation and
flexibilisation of labour market rigidities (Soltwedel (1984),
Kronberger Kreis (1986)) followed. From a policy point of view,
deregulation was put into legal forms e.g. by the Employment
Promotion Act as of May 1985 (accompanied by several modifications
in the late 1980s and 1990s) with the hope that these reforms show
positive results concerning the enhancement of employment. For a
discussion of early legal reforms concerning the deregulation of labour
law cf. Mückenberger (1985) and Buttler (1986). Table 1 gives an
overview about the most important items of German labour law
modifications since 1985.
Table 1: Important Items of Labour Law Modifications in Germany since 1985
Area of deregulation Since Content of deregulation

Part-time work

05/85 standards of full-time employment are applied to parttime work

Fixed-term contracts 05/85 no need for employers to give reasons for fixed-term
contracts up to 18 months of duration
10/96 extension of this maximal fixed duration up to 24
months
Agency work

1972

passing of the agency work act
(maximum duration to lease out work: 3 months)
05/85 extension of this maximum duration to 6 months
01/94 extension to 9 months
04/97 extension to 12 months
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Table 1: continued
Labour exchange

08/94 permission for private agencies to carry out labour
exchange

Dismissal protection 10/96 widening of the minimum enterprise size from 6 to 11
employees for the application of the dismissal
protection law (threshold was lowered again to 6
employees in 1999)
Pseudo
self- 01/99 introduction
of compulsory social security
employment
contributions for specific forms of pseudo selfemployment
630 DM Jobs*

04/99 integration into social security coverage (old-age and
health)

* For a definition of these special kinds of small hours part-time jobs, cf.
underneath.

Nearly all measures are directed to a deregulation of standard or nonstandard work. Exceptions are the equal legal treatment of part-time
work as against to full-time work and the inclusion of so-called pseudo
self-employment and small hours part-time jobs into the general social
security system (similar to ordinary employment).
Access to unemployment benefits in Germany
Coverage

The compulsory insurance system refers to employees, including home
workers, apprentices and trainees or participants in occupational
training schemes. Negligible employment, defined as less than 19
working hours per week, is excluded.
Qualifying Conditions

Certain conditions apply to two different unemployment benefit
schemes.
(1) Unemployment benefit: retrospective, 360 days of insured
employment in last 3 years (180 days for seasonal workers) have to be
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proven; prospective, registration at an employment office, capability of
and availability for work are essential.
(2) Unemployment assistance: means tested benefit is available for
persons with 150 days employment in last year or who have exhausted
their statutory unemployment benefits.
Level of Benefits

(1) Unemployment benefit: 67% of net earnings for unemployed with
children (60% if no children). Payable from 1st day for 180 to 960
calendar days according to duration of insured employment and age.
(2) Unemployment assistance: 57% (53% if no child) of net earnings.
Duration: 360 calendar days; no limit on duration if payable after
exhaustion of unemployment benefits.
Possible Problems concerning non-standard work

The access to unemployment benefits is problematic for part-timers.
Small part-timers with less than 19 hours per week are definitely
excluded, but even standard part-timers may end up with insufficient
unemployment benefits or assistance that might cause the need to
claim additional tax-financed social assistance. The same applies to
temporary workers whose gaps even within short-term employment
periods might entail an exclusion from unemployment benefits. This
may result in a lower valuation of non-standard jobs when an
individual is faced with the decision problem of accepting a nonstandard job or not.
The Dutch Case

Non-standard work in the Netherlands consists of three groups of
working arrangements: temporary work, part-time work and other
forms of non-standard work, either with or without a contract.
Temporary work in the Netherlands existed before World War II but
not to a very large extent. In the 1950s this situation changed rapidly.
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The number of temporary workers and the number of firms offering
temporary work increased, not only in the administrative and clerical
sectors but also in the metal and (ship) building industries (Bakels
(1978)). In the beginning of the 1960s the first semi-legal temporary
work agencies were established (e.g. Randstad, est. 1960). The Dutch
government introduced new legislation in the form of the Temporary
Work Act of 1965. Five years later, a licensing system for temporary
work agencies was introduced. Later on, in the late 1970s the Dutch
government even started a temporary work agency of its own (Start,
est. 1977), especially aimed at people at the lower end of the labour
market.
The labour market debate following the period of high unemployment
in the beginning of the 1980s (cf. table A-1) resulted in a renewed
interest for temporary fixed term contracts. By the middle of the 1990s
temporary jobs constituted about 10 to 12 percent of all employees in
the Netherlands (Muffels/Stein (1999)). In the same period, the
severity of long-term unemployment in the Netherlands became as
apparent as in Germany (Dekker & Kaizer, 2000).
Under the influence of the tight labour market in the Netherlands in the
1970s some experimenting took place with part-time labour contracts
(Hooghiemstra (1993), Plantenga (1993)). Only in the 1980s part-time
labour was introduced as an important instrument in restructuring the
Dutch labour market. Now it was not the tight labour market but rather
the high rate of unemployment that has caused the government to
promote part-time work as a means of redistributing work.
Other forms of non-standard labour in the Netherlands, including on
call work and working as a substitute (e.g. substitute school teachers),
have also been around for a long time. Especially on call work was
‘normal’ in 18th century (Dutch) agriculture and is still widespread in
bars and restaurants. Recent empirical research indicates that around 3
percent of all employees in the Netherlands work on these specific
flexible jobs (Muffels & Stein (1999)).
Overall, flexible labour (flexibele arbeid) is the term most used for
non-standard employment in the Netherlands, both among economists
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and in popular speech. As in other countries it is not always clear what
is meant by the term. Sometimes part-time work is included,
sometimes it is not.
The high percentage of workers that are employed through temporary
work agencies is a typical feature for the Dutch labour market in the
1990s. Dutch temporary work agencies (Randstad, Start) rank among
the largest in the world. Another striking phenomenon is the high
percentage of part-time workers when compared to other European
countries. This finding is mainly related to women exceeding the 50%mark of total female employment but is in a cross-national perspective
also true for men with a part-time share of more than 10% (Dekker &
Kaizer, 2000).
Short hours part-time jobs, of less than twelve hours per week are also
quite prevalent in the Netherlands. The twelve-hour threshold follows
naturally from the definition of the active labour force used by
Statistics Netherlands (CBS), the national statistical office. When
people in these jobs are not looking for longer hours jobs, they are
considered not to be part of the active labour force. Still the number of
workers in these jobs is quite substantial since more than 700,000
workers have these small part-time jobs (Dekker & Dorenbos (1996)).
Using the OECD convention of less than 20 hours per week, the share
of small hours part-time jobs is highest among men in the Netherlands
and highest of the total female part-time employment in the Dutch and
British labour market. However, the development within a ten-year
observation window (1987-1997) shows that the shares of male parttime employment increased in all three countries. These results hold
irrespective of the hours threshold used in the definition of part-time
work. The same development can be observed for German female parttime work, whereas the share of small hours part-time employment
decreased for females in the Netherlands and Great Britain (Dekker &
Kaizer, 2000) These figures confirm the trend towards part-time work
becoming as standard as ordinary full-time jobs for female
employment in the Netherlands and Great Britain.
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Access to unemployment benefits in the etherlands
Coverage

All employed persons. Special scheme for public employees.
Qualifying conditions

Employed for at least 26 weeks out of the last 39 weeks immediately
prior to becoming unemployed for the ‘basic benefit’ (6 months);
employed at least 52 days in 4 of the 5 preceding calendar years for the
‘salary-related benefit.’ The duration of the salary related benefit
depends on a person’s employment record, from 6 months up to 5
years. Registered at the public employment office. Capable of and
available and looking for work.
Level of benefits

Basic benefit, 70 per cent of minimum wage (gross), proportional to
the number of hours worked in the previous job. Salary related benefit,
70 per cent of last salary (gross) with a daily maximum.
Possible Problems concerning non-standard work

Workers with small hours part-time jobs build up proportional
entitlements to both unemployment benefits (and pensions). The hours
threshold of 12 hours only enters the social security system through the
definition of the active labour force. If one works less than 12 hours
per week and is not looking for a job with more hours one is not
considered to be part of the labour force.
As in Great Britain, temporary workers with a series of consecutive
contracts have no trouble qualifying for unemployment benefits and
pensions. If their unemployment spells are not too long, they
accumulate new entitlements.
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The British Case

Great Britain experienced severe rises of unemployment in the 1980s
and 1990s (cf. table A-1). Nevertheless, in contrast to the two
continental counterparts, Great Britain was more successful concerning
the reduction of long-term unemployment in the past decade (cf. tables
A-2 – A-2.2).
Non-standard forms of employment in Britain also can be subdivided
into three main categories: temporary work, part-time work and other
forms of non-standard work. Casey et al. (1997) distinguish four
categories of working arrangements other than full-time work with
fixed weekly hours at standard times: part-time working, temporary
and casual working, working involving varying weekly hours
(including overtime work), and shift working.
Temporary work has for long been a feature of the labour market in
Great Britain. The so-called casual work was a feature of work in the
docks and several other industries. In the 1950s and 1960s a lot of
these jobs were 'decasualised'. Although in the 1970s most casual
trades had disappeared, it was still true to say that temporary workers
were to be found on the fringes of a number of industries, particularly
those with seasonal fluctuations in labour demand. The Parker and
Sirker Survey from 1975 found that temporary work is most prevalent
amongst women, young people under 24 and those over 65. About 7
per cent of employees in the sample considered their job to be
temporary (Hepple/Napier (1978).
From the 1980s to the 1990s temporary work has remained fairly stable
in Britain, at 5 to 6 per cent of all employees. Women constitute the
majority with 54 per cent of all temporary workers, 64 per cent of
seasonal worker, and 63% of (temporary) agency workers in 1984
(Dex/McCullough (1995)).
Part-time work has increased steadily, at a higher pace in the 1990s.
The share of part-time in total employment rose from 21 % in 1985 to
28 % in 1994 (Dex/ McCullough (1995)). For women, the percentage
that works part-time was at about 44 per cent of female employment in
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1994. But also the part-time share in male employment rose from 2.7
% in 1971 to 5.3 % in 1994 (Naylor (1994)).
The number of short hours part-time (less than 8 or 16 hours per week,
depending on the definitions used in the studies) jobs rose from 1975
to 1986 and decreased somewhat in the 1990s. Under pre-1995 labour
law, the position was that an employee who worked less than 16 hours
per week for the same employer (or an associated employer) had
limited statutory employment rights. It depended on whether s/he
normally worked more or less than 8 hours per week. This definition
follows from the concept of continuous employment, which is
important for nearly all of the various statutory rights of employees.
Employees must acquire a minimum period (two years) of continuous
employment to be able to, e.g. present a claim alleging unfair
dismissal. (Carr & Kay, 1998)
Until recently, very few data were available on other forms of nonstandard jobs. The Labour Force Survey of 1993 indicates that 0.9 per
cent of male employees and 1.5 per cent of female employees has such
a job. (Dex/McCullough (1995)).
Access to unemployment benefits in the Great Britain
Coverage

As with the pension scheme any employed person, whose earnings are
over £66 a week, are covered.
Qualifying conditions

To qualify for unemployment benefit (Jobseeker’s Allowance) workers
must be older than 18 and out of work or working less than 16 hours
per week. They must have paid contributions on earnings of at least 25
times the weekly lower earnings level in 1 of last 2 complete tax years
(April to March) before the start of the benefit year (January to
December) in which the claim is made; and contributions paid or
credited on earnings of at least 50 times the weekly lower earnings
level in both the appropriate tax years.
177

Non-standard employment and mobility
Furthermore a worker must be registered at the employment office,
capable of, available for and actively seeking work. Furthermore there
is an income tested Jobseeker’s Allowance for unemployed that do not
(fully) qualify for the 'normal', non-means tested Jobseeker's
Allowance.
Level of benefits

Jobseeker’s Allowance (contribution based) is a flat rate benefit of
£51.40 a week if aged 25 and older (£40.70, aged 18-24; £30.95,
under age 18) for up to 6 months. The means tested Jobseeker’s
Allowance is a comparable amount dependent on household income
and composition.
Possible Problems concerning non-standard work

Workers with small hours part-time jobs are less likely to exceed the
£66 per week earnings threshold. So a lot of them are not covered. The
exact hours threshold is impossible to determine without knowledge of
the hourly wage. Temporary workers with a series of consecutive
contracts have no trouble qualifying for unemployment benefits and
pensions. If their labour market attachment is more fragmentary, they
might not be entitled to unemployment benefits and therefore have
‘gaps’ in their pension record.
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5
Are flexworkers really being paid
less? Wage comparisons over time
in Germany, the Netherlands and
Great Britain

Introduction
There seems to be overwhelming evidence in empirical labour
economics that flexworkers are paid less than their ‘normal’
colleagues. However, explanations for this stylized fact vary. Do
flexible jobs belong to a separate, secondary segment of the labour
market? Are flexworkers less productive? Theoretically one would
tend to argue that workers on temporary contracts should be paid more
to compensate for their lack of job security. This compensating
differentials approach could be confronted with the theory of
segmented labour markets that would generally predict lower wages
for temporary jobs. To complicate things even more, implicit contract
theory could be used to look at wages of flexible jobs in a life cycle
perspective.
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Flexible jobs and wages
Economic theory predicts that every worker will be paid according to
his/her productivity. However, this result can only be achieved under
perfect and complete information. In practice, workers have to be
monitored to see if they indeed perform according to their productive
capacity. The idea that differences in the wage level do not necessarily
reflect differences in productivity as human capital theory predicts, is
investigated in efficiency wage and implicit contract theory. These
theories provide arguments for defending job security and wage
rigidity without distorting efficiency.
Efficiency wage theory, screening, compensating wage differentials
and implicit contract theory

Efficiency wage theory predicts that firms may substitute higher wages
for costly monitoring (Shapiro & Stiglitz, 1984). In other words,
efficiency wage theory is relevant since it deals with wages set above
the corresponding market wage for providing motivational incentives
for commitment to the firm and sustained effort. The mirror image of
this effect is that monitoring work effort can be used to select workers
for promotion or pay increases (screening). Workers then can look
forward to a reward (future promotion, pay increase) and therefore
increase their work efforts, to get noticed by their superiors. So
screening (for promotion or pay increase) might be an alternative to
paying efficiency wages. When we adopt a life cycle approach to
labour market behaviour yet another theory of wages enters stage:
implicit contract theory. This implies that workers get paid less than
their productivity level in the first stages of their career and more than
their productivity level at the end of their career. The implicit
assumption made here is that workers and firms engage in a career
long commitment. For a more complete account of these theories, see
Chapter 1.
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Applying wage theories to flexible jobs
How would these effects apply to workers in temporary and other
flexible jobs? As always, it depends. When a worker sees the
temporary job as a 'stepping stone' to a permanent job with the same
firm, then there is a reward to be earned and he/she will work harder to
be noticed. So then there is no need for a firm to offer wages above
market clearing level. When, on the other hand, the temporary job
offers no or very little prospect of permanent employment with the
firm, high monitoring costs might be expected to prevent workers from
shirking. Then efficiency wages might also work.
When flexible jobs are used by firms as a screening device, that is the
firm hires people on flexible contracts to observe their productivity,
and then either offer them another (permanent) job or let them leave at
the end of the contract. Then, as described above, during the screening
period there is no need for firms to pay efficiency wages. It is up to the
worker to show that he/she is productive even if there are monitoring
problems.
Temporary jobs are less attractive to workers than permanent jobs, all
other things equal. Both temporary jobs with and without prospect for
permanent employment or promotion are to be valued less than
comparative permanent jobs by workers. This could mean that the
'quality' of temporary jobs is lower because of the inherently higher
probability of unemployment and firms have to pay higher wages for
the temporary job. This line of reasoning is similar to that of Adam
Smith's discussion of equalizing wage differences on unemployment
risk for, e.g. bricklayers.
Flexible jobs as secondary jobs: scarring effects?

The theory of segmented labour markets (SLM) emerged in the 1960's.
The persistence of poverty in spite of the political commitment to full
employment and a variety of antipoverty programs lead Michael J.
Piore (1970) to believe that this phenomenon could be best understood
in terms of a dual labour market. Piore’s reason for the fact that people
could not escape poverty was that they did not gain access to primary
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employment. Furthermore it was argued that education and training
programs failed to reduce poverty (Lucas, 1972; Harrison, 1972).
A related and more recent contribution to the labour market literature
introduces the concept of ‘scarring’. It relaxes the assumption that very
few transitions take place between segments of the labour market, but
does hypothesize that job experience in the secondary segment will
result in a scar or stigma for the worker involved. For an overview of
the literature on segmented labour markets and scarring, see Chapter 1.

Data
As in chapter 4, in this chapter we use three household panel surveys:
The British Household Panel Survey (BHPS), the German SOcioEconomic Panel (GSOEP) and the Dutch Socio-Economic Panel (SEP)
For a more detailed description of these datasets, check Chapter 4.

Descriptives
Firstly, let us take a look at the relative number of workers employed
on flexible or non-standard contracts. Statistics are presented for the
years 1991 to 2001 for all three countries. It is easily seen that the
relative number of flexible jobs is substantially higher in the
Netherlands and Germany compared to Great Britain.
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Table 5-1

Labour force status (percentage of working age population)

Great Britain

1991

1992

1993

1994

1995

1996

1997

1998

Nonparticipation
Unemployment
Non-standard
employment
Standard
employment
Self employment
More than one job

36.38
5.32
6.16

37.42
5.71
5.72

37.36
5.3
6.76

38.09
4.9
6.53

38.59
3.83
6.13

38.28
3.78
6.33

37.98
3.13
6.38

38.77
2.72
5.75

43.13

42.16

41.12

41.38

41.92

41.85

42.92

44.21

7.16
1.85

7.13
1.87

7.41
2.04

7.06
2.05

7.19
2.34

7.46
2.3

6.95
2.64

6.35
2.01

Germany

1991

1992

1993

1994

1995

1996

1997

1998

Nonparticipation
Unemployment
Non-standard
employment
Standard
employment
Self employment
More than one job

36.73
2.99
9.7

38.75
4.68
9.22

38.51
5.35
9.36

38.77
6.25
8.32

37.53
6.19
10.46

37.34
6.42
10.64

31.2
8.05
11.7

32.98
7.90
11.87

40.57

38.82

38

37.23

35.81

35.34

38.95

38.09

5.11
4.91

4.97
3.55

5.37
3.41

5.03
4.4

4.85
5.16

5.07
5.19

4.85
5.25

4.92
4.23

The Netherlands

1991

1992

1993

1994

1995

1996

1997

1998

Nonparticipation
Unemployment
Non-standard
employment
Standard
employment
Self employment
More than one job

37.78
1.82
8.85

36.06
1.82
7.21

34.49
2.49
7.66

34.81
3.37
7.77

34.83
2.33
12.13

34.31
2.27
12.4

32.55
1.91
12.97

32.50
1.66
13.49

44.67

47.65

47.4

47.11

43.31

42.97

44.25

44.31

5.61
1.28

5.67
1.59

6.09
1.87

3.53
3.41

3.67
3.72

3.79
4.25

3.86
4.46

3.47
4.56

In both Germany and the Netherlands we can observe that the relative
number of non-standard jobs peaks in the late 1990’s. In the
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Netherlands this is accompanied with very low rates of unemployment
compared to Germany and even to Great Britain. Nonparticipation
rates are fairly stable and very similar for all three countries.
Furthermore it is interesting to see whether wages are (on average)
lower in non-standard jobs when compared to wages in standard jobs.
From the data net hourly wages were constructed on the basis of
information the net wage per period en the number of hours worked
per period. These were all reduced to the information per week. A
simple division of the pay per week en the number of hours worked per
week resulted in a (proxy for the) net hourly wage. This approach is of
course quite sensitive to measurement error but the results seem
reasonable enough.
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Table 5-2
et hourly wages (Average net hourly wage for workers in
different labour force statuses (in Pounds, Deutschmarks and Guilders)

Great Britain (₤)

1991

1992

1993

1994

1995

1996

1997

1998

Non-standard
employment
Standard
employment
Average

5.02

6.09

6.33

5.17

5.93

5.58

6.41

6.29

5.00

5.37

5.51

5.66

5.79

6.01

6.32

6.37

5.01

5.40

5.55

5.64

5.80

5.98

6.33

6.37

Germany (DM)

1991

1992

1993

1994

1995

1996

1997

1998

Non-standard
employment
Standard
employment
Average

6.95

7.31

8.47

8.75

11.73

9.80

10.04

11.29

12.00

13.37

14.65

15.20

15.80

16.14

16.35

16.76

11.41

12.62

13.87

14.41

15.13

15.17

15.35

15.89

The Netherlands
(DFl)

1991

1992

1993

1994

1995

1996

1997

1998

Non-standard
employment
Standard
employment
Average

15.74

20.06

20.00

21.88

13.08

12.71

14.02

13.39

18.30

18.60

18.69

17.92

16.90

17.38

17.86

18.69

17.93

18.76

18.85

18.41

16.09

16.35

17.01

17.48

The results for non-standard jobs tend to have a less smooth
development over the years. In all three countries net hourly wages for
standard jobs tend to increase smoothly over the years, taking into
consideration the data problems for the Netherlands (also in 2001). Net
hourly wages for non-standard jobs tend to be more volatile. This is
likely to be due to the construction of this indicator. Especially since a
large number of small part-time jobs are in the category of nonstandard jobs, it is likely that outliers are influential in some years.
Furthermore, we have substantially less observations of hourly wages
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for non-standard jobs Restricting net hourly wages with an upper
bound (₤100, 300 DM, Dfl. 345, respectively) does help a little to
reduce volatility. Given all these considerations, it is still quite clear
that hourly wages for non-standard jobs are (on average) lower than
those for standard jobs. Most marked differences are found in
Germany, where the net hourly wage of a non-standard job is about 61
per cent of that of a standard job. In the Netherlands this percentage is
about 90 percent and in Great Britain there is hardly any difference
between standard and non-standard jobs in terms of the net hourly
wage.
Part of the differences between countries can be explained by
compositional differences. It could be that in Great Britain young and
undereducated people are more equally distributed over the nonstandard and standard job sectors. But in the following paragraphs a
detailed analysis is presented in which wage differences between
individuals in countries are explained by a vast array of individual
characteristics. The goal of these analyses is twofold: Establish
whether flexible or non-standard jobs do indeed have lower hourly
wages and whether the differences between countries are still tractable.
Furthermore the long term effect of being in non-standard jobs on
hourly wages is evaluated.

(Panel) regression models for wages
A simple specification for a wage regression looks the following (see
Mincer, 1974):
ln wit = xit′ β + ui + ε it

(5-1)

ε it = φε it + υ it

(5-2)

So the log of the hourly wage is explained by some individual
(possibly time-varying) characteristics x . some individual effect u
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that does not change over time and we explicitly allow for possible
serial correlation in the error term.
We use the panel data to identify possible (unobserved) heterogeneity
between individuals. By definition, not all of the respondents’
characteristics can be covered by the questions in the questionnaire.
The econometric model, including issues of state dependence and
Heckman selection, is described in Chapter 2.

Empirical wage regression models
For the wage regression models in this chapter, panel regressions with
fixed effects will be used. Fixed effects, and first difference estimators
have the advantage over random effects estimator that they result in
unbiased and consistent estimates of parameters when individual
effects are arbitrarily correlated with measured explanatory variables,
as is often the case (Beblot et al, 2003; Halaby, 2004). A disadvantage
of a fixed effects specification is that we cannot identify parameter
estimates for time invariant regressors, like gender. For an excellent
account of the (dis)advantages of fixed and random effects estimators
see (Nerlove, 2007 quoting from Hsiao (2006)).
The model used in this chapter has the following general form:
Selection equation I: whether or not in work
That is:
yit = 1

if

y it* > 0

yit = 0

otherwise

(5-3)

with: yit* = z it′ γ + η i + µ it

(5-4)

Selection equation II: in standard or non-standard work (‘in work’ is
given)
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k it = 1

if

k it* > 0
(5-5)

k it = 0

otherwise

with: k it* = pit′ δ + λi + υ it

(5-6)

Wage regression: wages in standard and non-standard jobs
wit = xit′ β + ui + ε it

(5-7)

Where wit is the log of (gross) hourly wage. and yit* and k it* the latent
variables for deciding nonwork/work and non-standard/standard work.
respectively. The individual effects from all three equations ui . λi and
ηi are assumed to be correlated. Furthermore it is assumed that the
error terms are uncorrelated; that is ε it ~ N(0, σ ) , µ it ~ N(0,1) and
υ it ~ N(0,1), corr( ε it . µ it )=0 and corr( ε it , υ it )=0 (and corr( µ it , υ it )=0.
If it is now assumed that the correlation between both selections and
the unobserved part of the wages is now fully determined by the
individual effect. It is then straightforward to derive that the estimation
of the coefficients in the eventual wage regression are unbiased by the
selection problem (see e.g. Beblot et al, 2003).
Given that result we can choose to estimate simple panel wage
regressions for non-standard and standard work separately or estimate
a joint wage regression and add a dummy for non-standard work to the
specification. Both approaches are documented underneath.
In both approaches we will incorporate measures of experience (tenure
in current job) and educational attainment as proposed by Mincer
(1974). A departure from the Mincerian approach is the use of levels of
educational attainment for the Netherlands and Great Britain rather
than years of schooling (only used in the German case). Furthermore
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individual characteristics (age, sex, marital status) and household
characteristics (presence of a child under the age of six years of age)
are added to the specification.
To capture the effect of different types of flexible (non-standard) jobs
dummies are added for small part-time jobs and temporary jobs in all
countries. Furthermore a dummy for temporary work agency jobs (in
the Netherlands) and marginal jobs (in Germany) are added.
Furthermore general characteristics of the job and sector of industry
are added (sector of industry: agriculture & fishing. construction.
commercial services. not for profit (base: industry). dummies for
managerial jobs and public sector jobs. and dummies for small firms
(<20 employees) and large firms (>200 employees)). To correct for
experience in non-standard jobs a variable that counts the number of
times in non-standard jobs in the last 3 years is added.
As mentioned before, a fixed effects specification is used here.
Regressions are done separately for men and women, as is customary
in labour economics for the reason that wage formation for men and
women differ to such an extent that they are not aptly described by a
single model.

Results
Great Britain

The ‘Mincerian’ part of the specification seems to work reasonably
well for Great Britain. There is a strong nonlinear effect of age on the
net hourly wage and furthermore higher levels of educational
attainment have positive effects and so does tenure, though not always
significantly. A university degree has a very significant positive effect,
especially for women. Surprisingly, a negative effect is found for O
level qualifications for men, as compared to no qualifications.
Workers, especially male workers, in temporary jobs are paid lower
wages. Previous experience in non-standard jobs further reduces the
hourly wage for men. Small part-time jobs tend to have significantly
higher hourly wages in both specifications. This could be due to the
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outlier problem described earlier but also to the progressiveness of the
tax-system especially in the lower income strata.
These results would suggest that non-standard jobs tend to have lower
hourly wages then standard jobs and that this effect is reversed for
small part-time jobs since the effect for small part-time job is
substantially higher.
Tenure in the current job has a positive effect but only significant at the
10 per cent level in the specification for all workers. Wages in
Commercial services and not-for profit sectors tend to be lower than in
industry. Managerial jobs pay better wages, so do public servant jobs
for both men and women. Smaller firms pay lower wages and bigger
firms pay higher wages, again both for men and women. Previous
experience in a non-standard job has a significantly negative effect on
the hourly wage for men.
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Table 5-3: Great-Britain: Wage regression results (parameter estimates), fixed
effects panel regression, Dependent variable: Ln(Hourly wage),
separate
estimations for All, Men and Women
Absolute value of z statistics in parentheses
* significant at 5%; ** significant at 1%

All
0.122
(46.41)**

Men
0.136
(38.48)**

Women
0.106
(27.34)**

Age squared

-0.001
(26.86)**

-0.001
(24.16)**

-0.001
(13.95)**

Woman

Dropped

Age

(.)
Married

0.003
(0.41)

0.014
(1.37)

-0.006
(0.59)

Child younger than 6

0.011
(2.12)*

0.026
(3.43)**

-0.003
(0.41)

Other qualification
base: no qualification
O levels

0.008
(0.30)
-0.025
(1.25)

-0.061
(1.61)
-0.057
(2.06)*

0.067
(1.74)
-0.002
(0.08)

A levels

0.002
(0.11)

-0.045
(1.61)

0.040
(1.39)

Teaching. nursing or other higher qualification

0.018
(0.99)

-0.020
(0.79)

0.048
(1.81)

Degree or above

0.121
(4.84)**

0.068
(1.94)

0.167
(4.66)**

Agriculture. fishery and mining

-0.031
(1.28)

-0.024
(0.87)

-0.027
(0.59)

Construction

-0.010
(0.77)

-0.008
(0.63)

-0.012
(0.33)

Commercial services

-0.052
(7.42)**

-0.058
(6.66)**

-0.048
(4.19)**
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Table 5-3 continued: Great-Britain

All
-0.061
(6.84)**

Men
-0.041
(3.32)**

Women
-0.076
(5.62)**

Tenure in current job

0.001
(1.56)

0.001
(1.20)

0.001
(0.68)

Temporary job

-0.023
(3.02)**

-0.040
(3.69)**

-0.009
(0.89)

Small part-time job

0.419
(29.81)**

0.632
(19.73)**

0.369
(23.20)**

Managerial

0.049
(10.99)**

0.049
(7.95)**

0.049
(7.45)**

Public servant

0.031
(3.39)**

0.038
(2.71)**

0.032
(2.60)**

Small firm (<20 employees)

-0.033
(6.65)**

-0.046
(6.80)**

-0.019
(2.65)**

Big firm (>200 employees)

0.030
(5.83)**

0.023
(3.39)**

0.037
(4.83)**

Non-standard job(s) in past three years

-0.004
(0.96)

-0.025
(3.30)**

0.007
(1.33)

Constant

-1.494
(26.45)**

-1.621
(21.39)**

-1.341
(15.88)**

Observations
Number of individuals

39595
10148

19836
4921

19759
5227

R²

0.24

0.26

0.22

Not for profit

Germany

In Germany, as in Great-Britain, we find that age has a significant
nonlinear effect on a workers’ hourly wage. The effect has an ‘inverse
U shape’, meaning that the wage increases with age at a decreasing rate
up to a certain point, where the wage will start to decrease.
Furthermore, tenure in the current job has a positive effect on the
hourly wage.
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Results from the panel regression for Germany also suggest that
German workers have lower wages on temporary and marginal jobs.
Experience in a non-standard job in the preceding 3 years has a
positive effect on wages in the panel regression. As in Great Britain,
small part-time (but not marginal) jobs tend to have significantly
higher hourly wages. Again, this could be due to the outlier problem
Table 5-4: Germany: Wage regression results (parameter estimates), fixed effects
panel regression, Dependent variable: Ln(Hourly wage), separate estimations for
All, Men and Women
Absolute value of z statistics in parentheses
* significant at 5%; ** significant at 1%

All
0.104
(61.00)**

Men
0.107
(50.01)**

Women
0.099
(36.04)**

Age squared

-0.001
(47.63)**

-0.001
(40.01)**

-0.001
(27.37)**

Woman

Dropped

Age

(.)
Married

-0.000
(0.04)

0.027
(4.44)**

-0.035
(4.53)**

Child younger than 6

0.045
(9.79)**

0.064
(12.15)**

0.001
(0.07)

Number of years of schooling

0.009
(10.61)**

0.009
(8.48)**

0.010
(7.02)**

Agriculture. fishery and mining
base: industry
Construction

0.036
(2.81)**
0.024
(4.66)**

0.041
(2.88)**
0.029
(5.29)**

0.020
(0.79)
0.022
(1.78)

Commercial services

0.013
(4.08)**

0.024
(5.73)**

0.002
(0.37)

Not for profit

0.016
(1.93)

0.034
(3.76)**

-0.027
(1.69)
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Table 5-4 continued: Germany

All
0.001
(4.30)**

Men
0.002
(4.40)**

Women
0.001
(1.74)

Temporary job

-0.186
(36.71)**

-0.189
(28.12)**

-0.183
(23.92)**

Marginal job

-0.118
(11.13)**

-0.239
(10.47)**

-0.081
(6.54)**

Small part-time job

0.516
(49.78)**

0.831
(37.28)**

0.447
(36.57)**

Managerial

0.028
(3.90)**

0.023
(3.06)**

0.059
(2.98)**

Public servant

0.025
(7.08)**

0.016
(3.08)**

0.033
(6.58)**

Small firm (<20 employees)

0.027
(12.02)**

0.026
(8.51)**

0.027
(7.93)**

Big firm (>200 employees)

-0.035
(7.37)**

-0.053
(8.46)**

-0.017
(2.39)*

Non-standard job(s) in past three years

0.045
(10.52)**

0.051
(9.30)**

0.037
(5.65)**

Constant

0.051
(1.46)

0.114
(2.56)*

0.005
(0.09)

Observations
Number of individuals

57493
16778

31728
8998

25765
7780

R²

0.23

0.25

0.22

Tenure in current job

described earlier but also to the progressiveness of the tax-system
especially in the lower income strata.
In line with earlier findings in the literature, smaller firms (less than 20
employees) pay lower wages and larger firms (more than 200
employees) pay higher wages in Germany.
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These results would suggest that, in Germany also, non-standard jobs
tend to be lower paid then standard jobs and that this effect is reversed
for small part-time jobs since the effect for small part-time job is
substantially higher. In the longer term, experience in a non-standard
job does not reduce wages further.
Education significantly adds to increased hourly wages, with similar
effects for men and women.
Furthermore wages in the primary, construction, commercial services
and not for profit sector tend to be higher than in those in the industry
sector. In managerial and public service jobs, wages are higher.
etherlands

In the Netherlands the quadratic age function is again very significant
in determining hourly wages. Also, higher levels of educational
attainment (Higher vocational and University) lead to significantly
higher wages, for both men and women. In the primary sector and in
construction lower wages are paid compared to those in Industry. The
not for profit sector pays higher wages than Industry.
Table 5-5: etherlands: Wage regression results (parameter estimates), fixed
effects panel regression, Dependent variable: Ln(Hourly wage), separate estimations
for All, Men and Women
Absolute value of z statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.121
(30.88)**

0.127
(24.26)**

0.116
(19.42)**

Age squared

-0.001
(19.05)**

-0.001
(16.01)**

-0.001
(10.96)**

Woman

Dropped
(.)

Married

0.009
(0.83)

0.010
(0.71)

0.005
(0.36)

Child younger than 6

0.012

0.006

0.021
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Table 5-5 continued: etherlands:

All

Men

Women

(1.85)

(0.71)

(1.97)*

Educational level 2
base:1
Educational level 3

-0.029
(2.03)*
0.010
(0.67)

-0.036
(1.91)
0.002
(0.11)

-0.018
(0.81)
0.022
(1.01)

Educational level 4

0.072
(4.04)**

0.041
(1.72)

0.111
(4.16)**

Educational level 5

0.119
(4.88)**

0.090
(2.82)**

0.163
(4.31)**

Agriculture. Fishery and mining

-0.054
(1.99)*

-0.026
(0.78)

-0.125
(2.60)**

Construction

-0.037
(2.20)*

-0.040
(2.18)*

-0.008
(0.21)

Commercial services

-0.013
(1.69)

-0.010
(0.99)

-0.018
(1.38)

Not for profit

0.021
(2.13)*

0.003
(0.23)

0.030
(2.20)*

Tenure in current job

0.001
(1.52)

0.000
(0.59)

0.001
(1.72)

Temporary job

-0.028
(4.45)**

-0.029
(2.91)**

-0.027
(3.25)**

Temporary work agency job

-0.025
(1.68)

-0.016
(0.71)

-0.028
(1.33)

Small part-time job

0.198
(19.74)**

0.292
(15.98)**

0.165
(13.21)**

Managerial

0.033
(5.25)**

0.025
(3.33)**

0.049
(4.49)**

Public servant

0.015
(1.79)

0.035
(2.62)**

0.001
(0.09)

Small firm (<20 employees)

-0.041
(5.05)**

-0.039
(3.55)**

-0.042
(3.48)**
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Table 5-5 continued: etherlands:

All

Men

Women

Big firm (>200 employees)

0.016
(2.73)**

0.015
(1.97)*

0.016
(1.79)

Non-standard job(s) in past 3 yrs

0.026
(6.76)**

0.031
(4.82)**

0.025
(4.89)**

Constant

0.136
(5.99)**

0.133
(4.72)**

0.138
(4.19)**

Observations
Number of individuals

34777
8506

19158
4470

15619
4036

R²

0.12

0.12

0.13

Temporary jobs have significantly lower wages and so do temp agency
jobs but in this case not significantly. Small part-time jobs have
significantly higher hourly wages. Just as in the cases of Great-Britain
and Germany, this could be due to outlier problems or to the
progressiveness of the tax-system especially in the lower income strata.
Small firms in the Netherlands pay significantly lower hourly wages
and bigger firms pay significantly higher wages compared to
moderately sized organisations.
Overall results

In order to test the segmentation theory we also estimated separate
regressions for non-standard and standard employment respectively
(results in Appendices I, II and III to this chapter). From the results of
these regressions and the results of the pooled regressions we can
calculate F-statistics (see table underneath) to perform a Chow-test to
get some idea of the degree of segmentation. A Chow test is an
econometric test to determine whether the coefficients in a regression
model are the same in separate subsamples. In reference to a paper of
G.C. Chow (1960), "the standard F test for the equality of two sets of
coefficients in linear regression models" is called a Chow test. See
derivation and explanation in Davidson and MacKinnon, p. 375-376

197

Non-standard employment and mobility

Table 5-6

Netherlands
Germany
Great-Britain

F-statistic for separate vs. pooled regressions
All
Men
3.390054 6.425966
1.961986 1.771475
3.624981 3.132398

Women
2.245728
1.79106
3.229643

This means that in all cases the null hypotheses of ‘no difference
between the segments non-standard and standard employment’ is
rejected. Furthermore we can see that the degree of segmentation is
higher in the Netherlands and Great-Britain as compared to Germany.
This is surprising since the difference in average hourly wages between
the segments in Germany is the highest. So even though Great Britain
and the Netherlands have smaller differences in average wage, wage
formation is significantly different in the two segments.
Furthermore, it is easily observed that in all three countries the
Mincerian specification with a quadratic age function describes the
data on hourly wages reasonably well. Given the number of data and
the extensiveness of the specification in terms of number of exogenous
variables we can safely conclude that hourly wages in non-standard
jobs are indeed lower in all three countries, with the exception of
hourly wages in small part-time jobs. Reasons from the relatively high
hourly wages in small part-time jobs could be the progressiveness of
the respective tax systems and possibly some compensating
differentials, since mobility to standard jobs from these small part-time
jobs is relatively low. When it comes to ‘scarring’ effects of nonstandard jobs, only in Great-Britain there seems to be a negative long
term effect of non-standard employment, and only for men. This is
consistent with the finding that the degree of segmentation between
non-standard and standard employment in terms of wage formation is
also relatively high in Great-Britain. The fact that non-standard
employment experience in Germany and the Netherlands has a positive
effect on wages for both men and women is a bit puzzling and might
be due to the effect found for short hours part-time jobs that form a
considerable portion of all non-standard jobs.
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In conclusion, we can say that there seems to be some degree of
segmentation when we look at wage formation for non-standard and
standard employment in all three countries. Scarring only occurs for
male workers in non-standard employment in Great-Britain. Given the
number of transitions that take place between non-standard and
standard employment (see Chapter 4), there is no reason to assume that
these ‘scarring’ effects are large.
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Appendix 5-I: Additional results for the etherlands
Table 1: etherlands: Wage regression results for standard jobs (parameter
estimates), fixed effects panel regression model specification, for All, Men and
Women
Absolute value of t statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.107
(30.16)**

0.104
(21.00)**

0.109
(22.38)**

Age squared

-0.001
(18.57)**

-0.001
(13.23)**

-0.001
(12.90)**

Woman

*

Married

0.024
(2.87)**

0.025
(2.01)*

0.024
(2.16)*

Child younger than 6 yrs

0.013
(2.38)*

0.012
(1.59)

0.014
(1.64)

Educational level 2
base:1
Educational level 3

-0.007
(0.54)
0.003
(0.22)

-0.020
(1.07)
-0.017
(0.96)

0.013
(0.71)
0.033
(1.90)

Educational level 4

0.028
(1.81)

0.014
(0.65)

0.048
(2.33)*

Educational level 5

0.056
(2.55)*

0.049
(1.61)

0.064
(2.15)*

Agriculture. fishery and mining
base: industry
Construction

-0.005
(0.19)
-0.050
(3.42)**

0.009
(0.27)
-0.058
(3.33)**

-0.075
(1.42)
-0.019
(0.62)

Commercial services

-0.026
(3.79)**

-0.027
(2.99)**

-0.024
(2.25)*

Not for profit

-0.004
(0.40)

-0.020
(1.38)

0.012
(1.07)

Tenure

-0.000
(0.70)

-0.000
(0.88)

0.000
(0.09)
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Table 1: etherlands continued:

All

Men

Women

Managerial

0.020
(3.94)**

0.018
(2.61)**

0.026
(3.39)**

Public servant

0.014
(1.79)

0.020
(1.57)

0.009
(1.10)

Small firm (<20 employees)

-0.009
(1.24)

-0.010
(0.92)

-0.008
(0.78)

Big firm (>200 employees)

0.012
(2.39)*

0.011
(1.58)

0.013
(1.93)

Non-standard job in last three years

-0.007
(1.33)

-0.012
(1.39)

-0.002
(0.27)

Dummy: Year 1994

0.092
(16.19)**

0.086
(11.12)**

0.103
(12.93)**

Constant

-0.063
(0.86)

0.054
(0.52)

-0.202
(2.08)*

Observations
Number of individuals
R-squared

26767
6620
0.14

16294
3808
0.11

10473
2812
0.21
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Table 2: etherlands: Wage regression results for non-standard jobs (parameter
estimates), fixed effects panel regression model specification, for All, Men and
Women
Absolute value of t statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.151
(9.33)**

0.256
(7.60)**

0.124
(6.56)**

Age squared

-0.001
(5.19)**

-0.002
(5.08)**

-0.001
(3.42)**

Woman

*

Married

-0.072
(1.12)

-0.074
(0.47)

-0.090
(1.31)

Child younger than 6 yrs

-0.016
(0.55)

-0.219
(3.19)**

0.035
(1.11)

Educational level 2
base:1
Educational level 3

-0.095
(1.98)*
0.003
(0.05)

-0.224
(2.77)**
-0.100
(1.02)

-0.020
(0.33)
0.046
(0.71)

Educational level 4

0.097
(1.39)

-0.115
(0.88)

0.219
(2.64)**

Educational level 5

0.145
(1.40)

-0.139
(0.73)

0.270
(2.18)*

Agriculture. fishery and mining
base: industry
Construction

-0.116
(1.42)
0.013
(0.17)

0.011
(0.08)
0.122
(1.20)

-0.220
(2.09)*
-0.174
(1.29)

Commercial services

0.088
(3.05)**

0.128
(2.58)**

0.040
(1.11)

Not for profit

0.117
(3.25)**

0.122
(1.54)

0.082
(2.04)*

Tenure

0.003
(0.93)

0.004
(0.77)

0.001
(0.23)

Temporary job

-0.021
(1.35)

-0.030
(0.92)

-0.013
(0.71)
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Table 2: etherlands continued:

All

Men

Women

Temp agency job

-0.016
(0.54)

-0.016
(0.32)

-0.008
(0.20)

Small part-time job (<12hrs/week)

0.161
(6.08)**

0.190
(3.29)**

0.144
(4.89)**

Managerial

0.156
(3.96)**

0.210
(3.40)**

0.126
(2.37)*

Public servant

-0.063
(1.74)

0.036
(0.44)

-0.095
(2.41)*

Small firm (<20 employees)

-0.134
(4.14)**

-0.214
(3.44)**

-0.094
(2.51)*

Big firm (>200 employees)

-0.058
(2.23)*

-0.071
(1.50)

-0.058
(1.87)

Non-standard job in last three years

0.024
(2.25)*

0.034
(1.38)

0.023
(1.93)

0.238

0.596

0.147

(6.89)**

(6.94)**

(3.96)**

Constant

-1.288
(4.09)**

-2.389
(4.14)**

-0.911
(2.37)*

Observations
Number of individuals
R-squared

6773
3322
0.11

2281
1274
0.18

4492
2048
0.10
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Appendix 5-II: Additional results for Great-Britain
Table 3: Great-Britain: Wage regression results for standard jobs (parameter
estimates), fixed effects panel regression model specification, for All, Men and
Women
Absolute value of t statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.120
(46.70)**

0.131
(37.07)**

0.106
(28.22)**

Age squared

-0.001
(26.96)**

-0.001
(22.94)**

-0.001
(14.40)**

Woman

*

Married

0.006
(0.92)

0.021
(2.11)*

-0.006
(0.62)

Child younger than 6

0.006
(1.13)

0.020
(2.78)**

-0.011
(1.49)

Other qualification
base: no qualification
O levels

0.046
(1.76)
-0.006
(0.33)

-0.013
(0.36)
-0.005
(0.19)

0.103
(2.83)**
-0.012
(0.45)

A levels

-0.001
(0.05)

-0.012
(0.43)

0.004
(0.16)

0.022

0.014

0.025

(1.26)

(0.56)

(1.02)

Degree or above

0.091
(3.46)**

0.068
(1.84)

0.108
(2.91)**

Agriculture. fishery and mining

-0.039
(1.65)

-0.035
(1.29)

-0.038
(0.81)

Construction

-0.015
(1.20)

-0.007
(0.52)

-0.077
(2.25)*

Commercial services

-0.045
(6.64)**

-0.052
(5.93)**

-0.037
(3.33)**

Teaching. nursing
qualification

or

other

higher
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Table 3: Great-Britain continued:

All

Men

Women

Not for profit

-0.057
(6.45)**

-0.049
(3.89)**

-0.060
(4.58)**

Tenure in current job

0.000
(0.80)

0.000
(0.66)

-0.000
(0.01)

Managerial

0.042
(9.83)**

0.042
(7.11)**

0.040
(6.50)**

Public servant

0.031
(3.24)**

0.022
(1.51)

0.040
(3.16)**

Small firm (<20 employees)

-0.020
(3.94)**

-0.061
(6.47)**

-0.002
(0.28)

Big firm (>200 employees)

-0.028
(5.76)**

-0.042
(6.22)**

-0.013
(1.91)

Non-standard job in last 3 yrs

0.029
(5.81)**

0.026
(3.89)**

0.031
(4.21)**

Constant

-1.451
(26.19)**

-1.534
(20.27)**

-1.311
(16.08)**

Observations
Number of individuals
R-squared
Absolute value of t-statistics in parentheses

36358
9388
0.24

18639
4655
0.25

17719
4733
0.24

* significant at 5%; ** significant at 1%
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Table 4: Great-Britain: Wage regression results for non-standard jobs
(parameter estimates), fixed effects panel regression model specification, for All,
Men and Women
Absolute value of t statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.111
(4.42)**

0.151
(3.56)**

0.089
(2.68)**

Age squared

-0.000
(1.75)

-0.001
(2.43)*

-0.000
(0.38)

Woman

*

Married

0.025
(0.24)

0.019
(0.11)

0.046
(0.34)

Child younger than 6

0.007
(0.16)

-0.011
(0.09)

0.010
(0.20)

Other qualification
base: no qualification
O levels

-1.000
(3.86)**
-0.513
(2.70)**

-0.921
(2.50)*
-0.608
(2.65)**

-0.195
(0.36)
0.281
(0.57)

A levels

-0.477
(2.40)*

-0.698
(2.87)**

0.426
(0.84)

Teaching. nursing or other higher qualification

-0.518
(2.51)*

-0.832
(3.25)**

0.451
(0.88)

Degree or above

-0.347
(1.64)

-0.533
(2.00)*

0.539
(1.03)

Agriculture. fishery and mining

-0.156
(0.75)

-0.057
(0.17)

-0.083
(0.30)

Construction

0.039
(0.30)

0.118
(0.74)

-0.178
(0.64)

Commercial services

-0.050
(0.74)

-0.120
(1.31)

0.060
(0.54)

Not for profit

-0.072
(0.90)

-0.132
(0.96)

0.031
(0.27)

Tenure in current job

0.006
(0.77)

0.004
(0.17)

0.008
(1.03)
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Table 4: Great-Britain continued:

All

Men

Women

Temporary job

0.125
(2.17)*

0.076
(0.53)

0.115
(1.81)

Small part-time job

0.507
(8.97)**

0.704
(6.11)**

0.411
(6.14)**

Managerial

0.140
(2.89)**

0.209
(2.17)*

0.127
(2.25)*

Public servant

0.054
(0.83)

0.131
(0.97)

0.021
(0.27)

Small firm (<20 employees)

0.009
(0.48)

0.052
(1.46)

-0.015
(0.64)

Big firm (>200 employees)

-0.043
(1.14)

-0.026
(0.33)

-0.036
(0.81)

Non-standard job in last 3 yrs

0.003
(0.07)

0.166
(1.96)

-0.068
(1.27)

Constant

-1.317
(2.38)*

-1.334
(1.47)

-1.940
(2.40)*

Observations
Number of individuals
R-squared

2730
1892
0.20

936
713
0.33

1794
1179
0.18
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Appendix 5-III: Additional results for Germany`
Table 5: Germany: Wage regression results for standard jobs (parameter
estimates), fixed effects panel regression model specification, for All, Men and
Women
Absolute value of t statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.048
(29.18)**

0.052
(24.74)**

0.041
(15.51)**

Age squared

-0.000
(18.69)**

-0.000
(17.14)**

-0.000
(8.48)**

Woman

*

Married

0.019
(4.66)**

0.042
(8.11)**

-0.015
(2.27)*

Child younger than 6

0.041
(10.34)**

0.051
(11.23)**

0.005
(0.64)

Years of schooling

0.000
(0.04)

0.001
(1.44)

-0.002
(1.61)

Agriculture. fishery and mining
base: industry
Construction

0.035
(3.11)**
0.022
(4.79)**

0.034
(2.62)**
0.025
(4.96)**

0.039
(1.69)
0.021
(2.00)*

Commercial services

0.005
(1.72)

0.014
(3.78)**

-0.005
(1.28)

Not for profit

0.017
(2.27)*

0.032
(3.74)**

-0.026
(1.62)

Tenure in current job

0.001
(4.53)**

0.001
(3.84)**

0.001
(2.45)*

Managerial

0.024
(4.05)**

0.018
(2.81)**

0.059
(3.61)**

Public servant

0.012
(3.79)**

0.004
(0.90)

0.018
(4.46)**

Small firm (<20 employees)

-0.013
(5.10)**

-0.014
(3.99)**

-0.013
(3.38)**

Big firm (>200 employees)

-0.023
(5.13)**

-0.033
(5.54)**

-0.014
(1.94)
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Table 5: Germany continued:

All

Men

Women

Non-standard job in last 3 yrs

0.034
(8.87)**

0.043
(8.51)**

0.022
(3.74)**

Constant

1.380
(39.00)**

1.399
(30.88)**

1.405
(24.90)**

Observations
Number of person number
R-squared

43358
12915
0.11

24613
7145
0.13

18745
5770
0.10
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Table 6: Germany: Wage regression results for non-standard jobs (parameter
estimates), fixed effects panel regression model specification, for All, Men and
Women
Absolute value of t statistics in parentheses
* significant at 5%; ** significant at 1%
All
Men
Women

Age

0.174
(20.74)**

0.172
(13.93)**

0.171
(14.63)**

Age squared

-0.002
(16.54)**

-0.002
(9.87)**

-0.002
(12.30)**

Woman

*

Married

-0.034
(1.03)

0.051
(1.03)

-0.080
(1.83)

Child younger than 6

0.099
(4.09)**

0.101
(2.56)*

0.100
(3.22)**

Years of schooling

0.016
(4.11)**

0.019
(3.27)**

0.015
(2.84)**

Agriculture. Fishery and mining
base: industry
Construction

0.071
(1.33)
-0.008
(0.33)

0.071
(1.04)
-0.008
(0.30)

0.078
(0.95)
0.040
(0.75)

Commercial services

0.012
(0.88)

0.063
(2.96)**

-0.015
(0.88)

Not for profit

0.011
(0.39)

0.030
(0.76)

-0.008
(0.18)

Tenure in current job

-0.001
(0.28)

0.002
(0.59)

-0.003
(1.07)

Temporary job

0.043
(2.00)*

0.089
(3.02)**

0.002
(0.05)

Marginal job

0.066
(2.78)**

0.060
(1.08)

0.052
(1.92)

Small part-time job

0.542
(21.29)**

0.876
(16.43)**

0.446
(14.96)**

Managerial

0.075
(1.27)

0.040
(0.48)

0.112
(1.36)

213

Non-standard employment and mobility
Table 6: Germany continued:

All

Men

Women

Public servant

0.044
(2.86)**

0.055
(2.26)*

0.034
(1.72)

Small firm (<20 employees)

0.029
(4.03)**

0.029
(2.79)**

0.029
(2.87)**

Big firm (>200 employees)

-0.043
(2.32)*

-0.106
(3.69)**

-0.006
(0.25)

Non-standard job in last 3 yrs

0.062
(3.39)**

0.095
(3.62)**

0.036
(1.45)

Constant

-1.620
(10.78)**

-1.532
(7.55)**

-1.584
(7.25)**

Observations
Number of person number
R-squared

8875
5212
0.30

3968
2381
0.40

4907
2831
0.25
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Unemployment durations after
temporary work: Evidence for
Great Britain and Germany

Introduction
Flexibilisation of the labour market has been at the forefront of the
labour market policy debate during the whole of the 1990s. One
example of such flexibilisation is the rise in the number of temporary
jobs, especially in Europe. More temporary jobs add to flexibilisation
of the labour market as a whole, but also generate a source of
insecurity, in particular an increased risk of unemployment for the
workers on these temporary jobs.
In this chapter we investigate the determinants of unemployment spell
durations for individual workers that are more prone to have ‘flexible
careers’, that is, they are more likely to have temporary jobs more
often. Unemployment spells start when workers are laid off, made
redundant or when there temporary contract ends. Temporary workers
have an inherently larger probability of unemployment and because
temporary work has become more widespread in most countries it is
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interesting to look at the duration of unemployment spells for former
temporary workers and see whether they differ in length from
unemployment spells of workers that were laid off or made redundant.
Earlier studies on the impact of temporary work on unemployment
duration have found that the introduction of fixed term contracts in
Spain has reduced unemployment duration by increasing the hazard
rate out of unemployment into employment (Bover et al, 2002).
Similar effects were found for the Netherlands (Zijl et al, 2004). In a
study in which unemployment duration for previous permanent and
temporary workers was compared using French data, it was found that
temporary workers had higher exit probabilities out of unemployment
(Van den Berg & Van der Klaauw, 2001). Temporary workers are
inherently more prone to experience spells of unemployment. When
their unemployment spells are longer than or equal to spell lengths
after permanent jobs this would not only result in lower job-stability
but also to higher income loss (if we assume that wages for both types
of workers are equally high).
From a neoclassical labour economics perspective, increased
contractual flexibility is a policy option that will foster employment
growth and reduce unemployment. This might actually work if
temporary workers are prone to make transitions to permanent
employment or experience shorter spells of unemployment (or both).
There is a vast body of literature on the subject of unemployment
duration and the impact of various personal characteristics on it (e.g.
Nickell, 1979; Lancaster & Nickell, 1980). Most work has focused on
the transition from unemployment into full-time permanent
employment (e.g. Narendranathan & Stewart, 1993; Arulampalam &
Stewart, 1995). Given the recent growth in the number of temporary
and part-time jobs these studies are missing an ever-growing part of
highly relevant labour market transitions.
Another major field of research involves the impact of unemployment
insurance schemes on unemployment duration (e.g. Nickell, 1979,
Atkinson et al., 1984). Both the impact of the benefit-level as that of
the benefit-duration has been thoroughly examined. The
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aforementioned studies focus primarily on the level where others focus
on duration (e.g. Katz & Meyer, 1990).
Finally, more recent research pays attention to the relationship between
the duration of unemployment and the probability of finding a job.
(e.g. Van den Berg & Van Ours, 1994, 1996, Bover et al, 2002, Roed
& Zhang, 2003) Duration dependence can be both positive, when
workers increase their search effort when faced with the expiration of
their benefit entitlement and negative through stigmatization or the
‘discouraged worker’ effect for long term unemployed.

Temporary jobs and the job search framework
Temporary work (fixed term contracts, seasonal or occasional jobs)
poses a theoretical challenge when we want to incorporate it into the
job search framework in two ways. Firstly, temporary workers are
more likely to be unemployed but they already are aware of that when
they start the job.
This is a problem when we want to incorporate temporary, fixed term
employment in the job search framework. As argued above one of the
basic assumptions of the job search framework is that the termination
of employment spells is stochastically determined. So we no longer
have to model the duration, it’s already given.
The ‘advance notice’ approach

One way to incorporate these considerations into the job search
framework is offered by the literature on ‘advance notice’ (Addison &
Portugal, 1987, Swaim & Podgursky, 1990, Addison & Blackburn,
1995, 1997).The basic idea is that workers that were given advance
notice or advance information on their layoff have the possibility to
engage in increased levels of on the job search before the actual layoff
takes place. Swaim & Podgursky (1990) recognised this and present a
‘sequential-regimes’ job search model in which they explicitly model
two stages of job search, one before job loss and one after job loss. In a
sense, a fixed term contract comes with an advance notice from the
very beginning, more so when prospects for permanent employment
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with the same employer are bad. When hired for a six-month contract,
you immediately receive six months notice. Applying the framework
proposed by Swaim & Podgursky this would theoretically result in
shorter spells of unemployment after the contract than for workers who
worked on a permanent contract and were laid off without advance
notice or information. So, a hypothesis to test would be that workers
that had a temporary contract would experience a shorter spell of
unemployment compared to other workers.
The ‘limited duration’ approach

Another option is to look at the literature on limited duration of
unemployment benefits (e.g. Katz & Meyer, 1990). Katz & Meyer
(1990) model the hazard rate from unemployment using the potential
duration of the benefit, the time until exhaustion of the benefits, the
level of benefits and a vector of individual and labour market variables
that affect different aspects of the job search process (arrival rate,
search intensity, reservation wage). Their results using the Mortensen
(1977) model indicate that an increase in the potential duration of the
benefit has two opposing effects on the hazard rate from
unemployment. On the one hand it raises the value of remaining
unemployed, on the other it also raises the value of being employed by
raising the utility associated with being laid off in the future. Typically,
a longer benefit period is associated with a lower initial hazard rate,
whereas the hazard rate is higher just before and after exhaustion for
the longer benefit period. (see Figure 6-1)
Hazard

P0

P1

Duration

FIGURE 6-1 (SOURCE: KATZ & MEYER, 1990)

When we extend this approach to fixed term (or other temporary)
employment we expect to find lower initial reemployment hazard for
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on the job search for workers on temporary contracts of longer duration
and a higher reemployment hazard just before and after the longer
contract has ended.
On the other hand we must realise that longer tenure in a temporary job
will normally entitle the worker to longer duration of benefits. So the
total result on unemployment duration of longer tenure in a temporary
job is ambiguous from a theoretical point of view.
Furthermore we want to investigate more long-lasting effects of
temporary jobs in this paper. Workers who have ‘flexible careers’ in
the sense that they often have temporary contracts might be more able
to find a job quickly because they are much more often faced with the
gloomy prospect of unemployment. Their ‘flexible careers’ make them
more proficient in finding jobs when unemployed, at least
theoretically.

Institutional context
The two countries under scrutiny in this chapter have quite different
institutional settings on their respective labour markets. For a detailed
description of these institutional settings we refer to Appendix IV-4
(Chapter 4)

An empirical model of unemployment duration
The job search framework has been widely used in the empirical
analysis of unemployment duration. The duration of unemployment is
modelled by specifying the conditional probability of leaving
unemployment (e.g. Lancaster, 1990). The hazard is the product of two
probabilities: the probability of receiving a job offer and the
probability of accepting the job offer. Furthermore we can assume
some duration dependence by means of specifying a ‘baseline hazard’.
The Weibull specification is often used but it has been rejected on
several occasions (Han & Hausman, 1990, Narendranathan & Stewart,
1993) for being too restrictive and not providing an adequate
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representation of empirical hazard rates, because it only allows for
hazard rates that monotonically increase or decrease with duration.
A truly flexible specification of the baseline hazard rate allows for nonmonotonic variation with duration, and therefore a wider range of
possible effects of duration on the hazard rate are captured. This is
important if non-stationarities, such as running out of unemployment
benefits, exist in some element of the job search environment.

When we want to incorporate this notion in the hazard function a
discrete time hazard rate for person i in the time interval j to leave a
certain state would look the following:

{ (

θ ( x, t ) = 1 − exp exp xij ' β + φ (t )

)}

(6-1)

where xij is a set of individual characteristics, β is a vector of
coefficients and φ(t) is some functional form of how the duration of the
spell affects the hazard rate. It is assumed that for each time interval
there is a specific parameter that is constant over that period (Prentice
and Gloeckler,1978). In other words, the specification of the baseline
hazard if fully flexible by allowing it to be constant in each time period
with an interval specific parameter φ (t). This parameter can be
interpreted as the logarithm of the integral of the baseline hazard over
the relevant time interval.
The extension of the standard single risk model to two or more
independent exit destinations is referred to in the statistics literature as
an independent competing risks model, where the log-likelihood can be
split into the sum of its risk-specific hazards (Lancaster, 1990).
K

θ ( x, t ) = ∑ θ j ( x , t )

(6-2)

j =1

In such a model observations which exit to a different destination are
treated as censored. In this paper the main focus is on what happens
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before the unemployment spell. Competing risks models are estimated
separately for exit routes ‘employment’ and ‘inactivity’ to check for
robustness.
In principle, this model could be extended to allow for unobserved
heterogeneity. However it has been established that adding a (possibly
misspecified) unobserved heterogeneity term could possibly introduce
more serious distortions than those caused by ignoring unobserved
heterogeneity (Narendranathan & Stewart, 1993; Arulampalam &
Stewart, 1995; Böheim & Taylor, 2000). Therefore in this paper we
abstract from unobserved heterogeneity in our main specification. So
we implicitly assume that our covariates capture all individual
heterogeneity and check for the robustness of that assumption by
estimating the specification with unobserved heterogeneity whenever
computationally feasible. For a more elaborate treatment of duration
models we refer the reader to Chapter 2.

Data and variables
The data used in the analysis consist of information from household
panel data surveys for Great Britain (British Household Panel Survey)
and Germany (German Socio-Economic Panel). For both panels the
waves from the years 1991 to 2001 are used. For a detailed description
of these data sets, see Chapter 4. In this chapter we use a sub sample of
both panels consisting of spells of unemployment which are
completed, started after the interview date of the first year of analysis
(1991) and can be combined with sufficient information on the
individuals experiencing the spells.
The covariates used to explain the hazard rate out of unemployment
consist of three groups of variables:

•

Individual characteristics (age, marital status, education, nonnative)

•

Household characteristics (children present, other household
income)
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•

Labour history variables (temporary, permanent work in last three
years, unemployment in last three years, temporary work directly
prior to unemployment, duration of employment spell directly prior
to unemployment)

To capture the institutional differences between Germany and Great
Britain we explain differences in outcomes by referring to the
qualitative account of the institutions and their development in both
countries.

Descriptive statistics
In this paragraph descriptive statistics are presented on both the
percentage of temporary employees, the transition rates of these
employees to other labour market states the next year and on the
duration of unemployment spells, both after temporary jobs, and
permanent jobs.
Temporary jobs

First of all we look at the share of employees that work on a nonpermanent contract. For Britain we see that the relative number of
employees on seasonal or fixed term temporary contract has increased
from an already high percentage until a serious drop in 1998. This is
probably due to a tightening of the labour market. Similar drops in the
number of employees have been found for the Netherlands (OSA,
2000). It should be noted however that these numbers are substantially
higher than the numbers produced on the basis of the Labour Force
Survey for Great-Britain (Dekker, 2000).
For Germany the numbers are quite different. The percentage of
temporary employees was very low in the beginning of the decade and
increased to British levels over the course of the 1990s. The sharp
increase from 1994 to 1995 in the percentage of temporary employees
suggests that there has been a change in definition of a temporary job
(or the routing) in the questionnaire. In 1998 a consolidation of the
high level can be observed.
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Table 6-1 – Temporary jobs in Great-Britain
(Percentage of employees, 1991-2001)
Year
Permanent

1991

87.91

Total
temporary
12.09

No.
of
observations
5400

1992

89.24

10.76

5110

1993

88.69

11.31

5033

1994

87.43

12.57

5069

1995

87.49

12.51

5005

1996

86.66

13.34

5164

1997

87.47

12.53

5235

1998

88.47

11.53

5991

1999

90.59

9.41

8223

2000

91.50

8.50

8249

2001

91.29

8.71

9947

Source: BHPS, 1991-2001
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Table 6-2 - Temporary jobs in Germany(percentage of employees, 1991-2001)
Year
Permanent
Seasonal/
Contract/
Total
Temporary
fixed term
temporary
1991
89.47
n.a.
n.a.
10.53
1992
88.89
11.11

1993

89.17

10.83

1994

89.33

10.67

1995

85.19

14.81

1996

85.81

14.19

1997

85.19

14.81

1998

85.41

14.59

1999

84.02

15.98

2000

85.83

14.17

2001

84.84

15.16

Source: GSOEP, 1991-2001

Transitions

The percentage of workers on temporary jobs and its development over
the years does not provide information about what happens to
individual workers after the temporary job. Do they find permanent
jobs? Do they end up in unemployment? Or do they withdraw from the
labour market altogether?
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Table 6-3
Yearly transition probabilities (%) from temporary job in year
t in Great Britain

Year
t+1
Year
t
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

Non
Part.

Unemp.

Temporary

Permanent

No. of observations

33.16
30.43
27.09
31.39
24.23
30.27
15.96
14.32
16.05
16.27

4.04
3.80
4.43
4.29
5.19
3.96
3.15
3.91
4.88
3.35

43.94
47.28
45.49
40.31
44.42
42.16
51.76
44.14
41.11
46.05

18.86
18.48
23.00
24.01
26.15
23.60
29.13
37.63
37.96
34.33

594
552
587
583
520
555
539
768
922
836

Table 6-3
t in Germany

Year
t+1
Year
t
1991
1992
1993
1994
1995
1996
1997
1998
1999
2000

Yearly transition probabilities (%) from temporary job in year

Non
Particip.

Unemp.

Temporary

Permanent

No. of observations

9.70
7.71
8.44
8.09
7.38
6.06
7.55
7.73
9.31
11.23

5.91
8.45
10.80
8.69
10.75
11.11
11.45
7.80
9.17
8.25

48.94
49.12
47.01
56.47
54.17
57.24
56.13
55.94
54.93
51.21

35.45
34.73
33.76
26.75
27.69
25.59
24.86
28.52
26.60
29.31

1134
1077
1102
1013
1246
1188
1231
1371
1440
2146

From the transition tables we learn that the chances of unemployment
after a temporary job are much higher in Germany. On the other hand
British workers on temporary contracts have a much higher chance of
ending up in nonparticipation.
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Transition rates to permanent jobs are slightly higher in Britain than in
Germany, especially towards the end of the 1990s. The stay rate in
temporary employment is comparable to that in Germany.
Durations of unemployment spells

The data in the BHPS and the GSOEP provide us with information on
unemployment spells. Only information on completed spells of
unemployment will be used.
For the BHPS we have 2437 spells of unemployment that started after
the first interview date in 1991 and were completed before the last
interview date. These unemployment spells have a mean duration of
about six and a half months and a median duration of about three and a
half months. When previous work experience is taken into account,
marked differences are revealed between workers with a ‘flexible’
employment history and workers with a more stable employment
pattern. Workers that have had a temporary job in the three years prior
to the unemployment spell on average have a two months shorter
unemployment spell. A temporary job directly previous to the
unemployment spell does not seem to add to this effect.
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Not a temporary Temporary job
job in the last
in last
three years
three years

Table 6-5
Duration of unemployment with different ‘flexible careers’ (in
months), Great-Britain
Temporary
job Permanent
job Other spell prior to
directly
prior
to directly
prior
to unemployment spell
unemployment spell
unemployment spell

Mean: 5.17 months

Mean: 4.86 months

Mean: 5.86 months

Median: 3.02 months

Median: 2.56 months

Median: 3.52 months

N=439

N=135

N=174

Mean: 6.44 months

Mean: 8.70 months

Median: 3.39 months

Median: 4.80 months

N=1021

N=578

Average

Mean: 6.62 months
Median:3.55 months
N=2347

Source: BHPS, own calculations

In Germany, 6069 completed spells of unemployment that started after
the interview date in 1991, were registered. On average these spells last
longer (about two and a half months) than those in Great Britain. In
Germany too, workers with a flexible past see their unemployment
spells reduced considerably. However, the difference is slightly smaller
than in Great Britain. A temporary job does, again, not seem to further
reduce the length of the following unemployment spell. People that had
a spell of nonemployment (nonparticipation, education, etc.) directly
prior to their unemployment spell seem to experience shorter than
average unemployment spells in Germany, whereas in Great Britain,
these spells tend to be longer than average.
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Mean: 7.90 months

Mean: 7.26 months

Mean: 7.20 months

Median: 5 months

Median: 4 months

Median: 5 months

N=1105

N=270

N=475

Mean: 9.92 months

Mean: 9.40 months

Median: 6 months

Median: 6 months

N=2096

N=2123

Not a temporary
job in the last
three years

Temporary job
in last
three years

Table 6-6
Duration of unemployment with different ‘flexible careers’ (in
months), Germany
Temporary
job Permanent
job Other spell prior to
directly prior to directly prior to unemployment spell
unemployment spell unemployment spell

Average

Mean: 9.04 months
Median: 6 months
N=6069

Source: GSOEP, own calculations

Results of estimations
Introduction

As mentioned before, several empirical specifications could be used to
estimate the duration of spells of unemployment, but a choice was
made for a model with a fully flexible (nonparametric) baseline hazard.
This model was developed by Prentice & Gloeckler (1978) and is
easily estimated in Stata with a routine provided by Jenkins (1995).
The model also estimates extended models that allow for unobserved
heterogeneity as proposed by Meyer (1990), but for reasons mentioned
earlier, the analysis in this paper is restricted to the ‘simple’ model.
Another reason not to add an unobserved heterogeneity term is that the
labour history variables used in the model specification are likely to
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pick up a substantial part of any unobserved heterogeneity. Robustness
checks are performed to see whether this assumption is valid.
Models are estimated for Germany and Great Britain for men and
women separately. The main focus is on variables that characterise the
labour history of the individual worker. That is the main reason why
we don’t specify a competing risks model. The interest is mainly in
what happened before the unemployment spell (and its influence on the
duration of unemployment), rather than on what happens after the
unemployment spell. For checking the robustness of the assumption of
‘no competing risks’ we have estimated competing risks models as
well.
Estimation of the Prentice/Gloeckler model involves estimating a
baseline hazard for each time period an individual is in unemployment.
We restricted the analysis by redefining all unemployment spells
longer than 3 year (36 months) as ‘longer than three years’, represented
by the duration of 37. Even then the results of estimation contain a
large number of coefficients, so for reasons of conciseness, only the
coefficients for the covariates are presented in this paragraph. The
complete results of parameter estimations for the flexible baseline
hazard can be found in Appendix A.
Germany

For Germany the results for men do not differ a great deal from the
results for German women. Older men are less likely to leave
unemployment but at a decreasing rate. Marriage is significantly
increasing the hazard rate out of unemployment for men but not for
women. Having access to other financial resources as denoted by the
variable Other household income does reduce the exit rate out of
unemployment for both men and women, but not significantly. The
presence of a small child (younger than six years of age) does
significantly reduce the hazard rate out of unemployment for both men
and women. Education (measured in years of education) does increase
the hazard rate out of unemployment, again for both men and women.
Previous experience in a temporary job does not influence the hazard
rate significantly. Experiences of unemployment however, do
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significantly reduce the exit rate, and thus increase the duration of
unemployment. Previous experience in permanent employment
increases the exit rate for women, but not significantly. A temporary
job directly prior to the spell of unemployment reduces the hazard rate
out of unemployment, but only for men. This is the reverse effect of
what the theory predicted. The duration of the previous spell of
employment has no significant effect on the hazard rate. This is
contrary to the expectations of the theory presented earlier. Non-native
German men have a lower exit rate out of unemployment and thus
experience longer unemployment spells, this is less significantly so for
non-native German women. When we look at the dummy variables for
the ‘duration effects’ (Appendix A), it is easily seen that the hazard
rate out of unemployment decreases with duration for every next
period has a significantly negative effect. But we can observe smaller
negative effects at duration of 12 and 24 months, an indication that
benefit exhaustion contributes to a higher (but still negative) exit rate
out of unemployment. See appendix for Table A1 also that includes
parameter estimates for the dummy variables that represent the flexible
baseline

Table 7: Germany, Discrete time proportional (PGM) hazard model
(effects on hazard rate out of unemployment, z-values in parentheses)
Significance levels: ***: 1% ; **: 5% ; *: 10%

Variables

Men

Women

Age

-0.086
(7.330)***
0.001
(4.700)***
0.230
(3.270)***
-0.264
(3.120)***
0.000
(1.450)
0.029
(2.580)**

-0.102
(7.710)***
0.001
(5.250)***
0.036
(0.480)
-0.249
(2.450)**
0.000
(0.200)
0.035
(2.540)**

Age squared
Married
Child younger than 6 yrs
Other HH income
Years of schooling
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Table 7: Germany continued

Men

Women

-0.026
(0.330)
-0.833
(8.480)***
-0.058
(0.870)
-0.256
(3.290)***
0.000
(0.140)
-0.333
(4.240)***
0.035
(1.460)

0.020
(0.220)
-0.950
(8.760)***
0.108
(1.460)
0.053
(0.640)
0.000
(0.170)
-0.166
(1.750)*
0.017
(0.660)

Number of observations

15937

15975

Log likelihood (-0.5*Deviance)

-4187.983

-3731.42

Temp. job in last 3 yrs
Unemp. In last 3 yrs
Perm. job in last 3 years
Temp. prior to unemp.
Duration of prev. empl.
Non-native
Level of unemployment

Great Britain

For Great Britain the results are not dramatically different compared to
those for Germany. Older men are less likely to leave unemployment
but at a decreasing rate and the same applies for older women in Great
Britain. Marriage is significantly increasing the hazard rate out of
unemployment for both men and women. The presence of a small child
(younger than six years of age) does not influence the hazard rate
significantly. Having access to other financial resources as denoted by
the variable Other household income does significantly increase the
exit rate out of unemployment for men but not for women. Education
(denoted by dummies for different levels of educational attainment)
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does not influence the hazard rate out of unemployment a great deal,
apart from the positive effect of O level qualifications for men.
Previous experience in a temporary job does influence the hazard rate
for neither men nor women. Experiences of unemployment however,
do significantly reduce the exit rate, and thus increase the duration of
present unemployment, for both men and women. Previous experience
in permanent employment does not significantly influence the exit rate.
A temporary job directly prior to the spell of unemployment also has
no significant effect. The duration of the previous spell of employment
has a positive effect on the hazard rate out of unemployment for both
men and women. Ethnicity is a nonsignificant factor for the hazard rate
out of unemployment in Great Britain. Not surprisingly, a higher level
of unemployment has a negative effect on the hazard rate, thus
prolonging spells of unemployment significantly for both men and
women. When we look at the dummy variables for the ‘duration
effects’ for the British case, it is easily seen that there is no systematic
relation between the hazard rate out of unemployment and the duration
of unemployment. None of the dummy variables (except the last one,
obviously) are significantly influencing the hazard rate. This could
indicate that the British system of unemployment benefits is less prone
than the German one to have an effect on the exit rate out of
unemployment, which was to be expected given the much less
generous nature of the British unemployment benefit system. Again
see appendix for Tables A3 and A4 that include coefficients for the
dummy variables.
Table 8: Great Britain, Discrete time proportional (PGM) hazard model
(effects on hazard rate out of unemployment, |z|-values in parentheses)
Significance levels: ***: 1% ; **: 5% ; *: 10%

Variables

Men

Women

Age

-0.062
(3.190)***
0.001
(2.490)**
0.500
(3.900)***

-0.061
(2.380)**
0.001
(1.940)*
0.314
(2.210)**

Age squared
Married
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Table 8: Great Britain continued

Child younger than 6 yrs
Other household income
Degree or above
Teaching, nursing or other higher qualif.
A level
O level
Other qualif.
Temp. job in last 3 yrs
Unemp. In last 3 yrs
Perm. job in last 3 years
Temp. prior to unemp.
Duration of prev. Empl.
Non-native
Unemployment level

Number of observations
Log likelihood (-0.5*Deviance)

Men

Women

0.115
(0.900)
0.000
(2.310)**
-0.016
(0.080)
-0.111
(0.660)
0.134
(0.780)
0.332
(1.930)*
-0.145
(0.710)
0.088
(0.540)
-0.793
(4.260)***
0.050
(0.440)
-0.074
(0.470)
0.000
(2.590)**
-18.395
(0.000)
-0.205
(6.330)***

-0.052
(0.340)
0.000
(1.400)
-0.305
(1.130)
-0.062
(0.260)
-0.236
(0.960)
-0.177
(0.820)
-0.238
(0.950)
-0.014
(0.070)
-0.702
(2.880)***
-0.028
(0.200)
-0.010
(0.060)
0.000
(2.260)**
-0.949
(1.270)
-0.113
(2.970)**

4518
-1268.82

2517
-840.518
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Comparing the two countries and explaining the differences

The major differences between Great Britain and Germany could
already be observed by looking at the descriptives. German
unemployment spells are more numerous and tend to last longer than
their British counterparts. This hardly comes as a surprise since it is a
well known macroeconomic fact that unemployment in Great Britain is
considerably lower than in Germany. The straightforward explanation
for that is that Great Britain’s labour market is less regulated in terms
of obstacles for hiring and firing and a less generous system of
unemployment benefits.
But given these differences, the impact of the variables used in this
paper on the duration of unemployment (or rather, the hazard rate out
of unemployment) shows some remarkable similarities. The quadratic
age function has a similar shape and size for both countries, for both
men and women. This is not surprising given earlier results from
empirical literature on unemployment durations (e.g. Böheim & Taylor
(2000)).
The effect of marriage is positive in both countries, but in Germany
only for men. It is not straightforward to give an explanation for this
from the institutional setting described earlier. But it could be the case
that German women still tend to withdraw from the labour market after
marriage (or child birth).
The presence of a small child is only significant in Germany. This
could be due to the fact that the benefit system in Germany is more
lenient towards workers with caring obligations for (small) children.
Other household income does reduce the hazard out of unemployment
in Germany. The finding for Great Britain could suggest that the
British system of unemployment benefits is more individualised but
this is obviously not the case.
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The effect of education is difficult to compare between the two
countries since it is measured differently. For Great Britain information
is available on educational attainment level whereas in Germany better
information is available on the number of years of schooling. In
Germany the negative effect on the hazard rate of extra years of
schooling might have something to do with higher educated worker
experiencing more difficulty finding a suitable job. That this effect
cannot be found for Great Britain is probably due to stricter eligibility
rules for unemployment benefits and the lower replacement rates that
are offered.
Previous temporary work experience does not influence the hazard rate
out of unemployment for both workers in Great Britain and in
Germany. This is in contrast with the predictions from theory. But why
doesn’t this mechanism work? The fact that this does not seem to
happen might be due to the fact that the dummy for ‘Temporary work
in the three years prior to unemployment spell’ captures some of the
unobserved heterogeneity between workers.
Previous spells of unemployment tend to prolong the current spell of
unemployment in both countries for both men and women. This
‘stigma’ or ‘scarring’-effect seems to be universal.
Experience in permanent jobs tends to increase the hazard rate out of
unemployment only in Germany and only for female workers. This
could be a reversed ‘stigma’ effect. The finding that this does
apparently not occur for in Britain and for German men is slightly
puzzling.
A temporary job directly prior to a spell of unemployment should
theoretically shorten the spell because of on the job search during the
temporary job. In fact the results show no such thing: German men
tend to have lower hazard rates out of unemployment after temporary
jobs and for German women and unemployment spells in Great Britain
we find no effect. This suggests quite strongly that the promotion of
temporary work to reduce unemployment is a hazardous (sic) policy.
Combined with the inherently higher probability of unemployment, the
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finding that the duration of the spell of unemployment is not reduced,
will potentially result in higher unemployment levels.
The duration in the previous job variable shows significantly positive
effects on the hazard rate, but only for Germany. This is again,
contrary to theoretical expectations. The fact that longer labour market
experience increases the chances for a job in general is probably
dominating the effect of the higher benefit entitlements.
Only in Germany we find that non-native workers (men, in particular)
have longer unemployment spells.
When we compare the result of the dummy variables in the
specification, we can clearly see that duration dependence is only
present in Germany. It seems reasonable to conclude that the relatively
(compared to Great Britain) generous benefit system and the overall
higher levels of unemployment can be blamed for that finding.
Robustness checks

To test whether the results found in the preceding paragraphs hold up
under different assumptions and different econometric specifications a
number of robustness checks have been performed. First of all, in
recognition of the fact that unemployment spells do not necessarily end
in employment but could also end in inactivity, competing risks
specifications are estimated. Furthermore, to types of specifications
(Model 1a with fully flexible baseline and Model 2a with logarithmic
baseline) are used for the baseline hazard and where computationally
viable we also estimated specifications with an ‘unobserved
heterogeneity’ term (Models 2a and 2b respectively) to check whether
the results found in the earlier results (Tables 7 and 8) could be
attributed to unobserved individual differences. Separate analyses are
done for men and women. The results are presented in Appendix B.
The results turn out to be rather robust in many aspects. The main
finding, that temporary work prior (either directly or in the preceding
three years) to an unemployment spell does not lead to shorter
unemployment spells, is found in all of the specifications, even for the
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unemployment spells that end in inactivity. The only significant result
in all of the specifications was a negative impact of a temporary job
directly prior to the spell of unemployment on the hazard rate out of
unemployment to employment for German men. This is consistent with
the finding in the specification presented earlier (see Table 7).
In general not many differences can be found between the
specifications in- or excluding an unobserved heterogeneity term.
Where inclusion of unobserved heterogeneity was computationally
feasible, it turned out not to be significant. This would imply that the
set of explanatory variables chosen for the explanation of
unemployment duration is rather adequate.
From the results in Appendix B it is also confirmed that duration
dependence is only relevant for the German labour market. In the
logarithmic specifications the duration effect ‘Log of duration’ turns
out to be significantly negative, which is consistent with the findings
for the fully flexible specifications.
In general the results for the British data seem somewhat less robust
than the results for the German data, which comes as no surprise given
the considerably lower number of observations on unemployment
spells in Britain over the 1991-2001 period.
In conclusion, it seems fair to say that the results presented in
paragraph 6.6 are robust findings that do not change considerably
when another econometric specification is chosen.

Summary, conclusions, and further research
In this paper we have analysed unemployment duration among men
and women in Great-Britain and Germany in the 1990s using
appropriate and nationally representative data sets, the British
Household Panel Survey and the German SOcioEconomic Panel,
respectively.
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The data show that unemployment is much more prevalent in Germany
and median duration of unemployment spells, at 6 months, is longer
than in Great Britain, where it is 3.5 months.
Much of the duration differential could be attributed to previous labour
market experience, particularly in temporary employment. On average
workers with previous experience in temporary work tend to have
shorter spells of unemployment in both Germany and Great-Britain in
accordance with the theories presented in this paper.
A multivariate analysis in a discrete time independent competing risk
framework with flexible baseline hazard rates was used to test these
results. These suggest that marked differences exist between the
German and British labour market. Firstly, the estimated baseline
hazard rates suggest that duration dependence is much more important
for unemployment spells in Germany than in Great-Britain. This is
probably due to the more extensive unemployment benefit system in
Germany.
Of equal importance to policy makers is he impact of previous
unemployment experience. Secondly, for both countries,
unemployment durations are clearly influenced by previous labour
market history and especially with previous unemployment. This holds
for both countries under investigation in this paper. The common
finding that unemployment tends to repeat itself is once again
confirmed.
Thirdly, parameter estimates for the indicators of prior temporary
employment are found to have very little impact on the exit rates from
unemployment for both men and women in both Germany and GreatBritain. Experience in temporary jobs should theoretically enable the
worker to experience shorter spells of unemployment, especially when
the temporary job is directly prior to this spell.
The results suggest that flexible labour market policies to reduce
unemployment by embracing temporary work are potentially
counterproductive in the sense that they will result in an increase in the
number of spells of unemployment. Spells of unemployment that are
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just as long as ‘normal’ spells of unemployment. This could lead to a
higher unemployment rate on the aggregate level, the opposite of what
is aimed for by labour market flexibilisation policies.
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-0.101
-(0.380)
0.280
(1.100)
0.514
(2.020)
0.273
(0.990)
0.082
(0.280)
0.308
(1.090)
0.475
(1.640)
0.442
(1.480)
0.512
(1.690)

d1

d9

d8

d7

d6

d5

d4

d3

d2

Men

Dummy variables (month of unemployment spell)
-0.068
-(0.170)
0.342
(0.880)
0.056
(0.140)
-0.433
-(0.980)
0.301
(0.730)
-0.070
-(0.160)
0.479
(1.150)
-0.233
-(0.480)
0.498
(1.120)

Women
-0.598
-(3.970)
-0.660
-(4.220)
-0.708
-(4.400)
-0.785
-(4.680)
-0.805
-(4.640)
-0.890
-(4.850)
-1.228
-(5.990)
-0.925
-(4.830)
-0.851
-(4.400)

Men
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-0.445
-(3.000)
-0.798
-(4.830)
-0.845
-(4.900)
-1.250
-(6.220)
-1.200
-(6.030)
-0.971
-(5.090)
-0.915
-(4.800)
-0.743
-(4.020)
-0.572
-(3.190)

Women

Table 1: Discrete time proportional (PGM) hazard model (effects on hazard rate out of unemployment, z-values in parentheses)
Great Britain
Germany

Appendix 6-I: Parameter estimations of flexible baseline
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d19

d18

d17

d16

d15

d14

d13

d12

d11

Dummy variables (month of unemployment spell)
d10

Table 1 continued

Non-standard employment and mobility

Men
-0.124
-(0.320)
0.261
(0.740)
0.181
(0.480)
0.064
(0.160)
-0.530
-(0.980)
-1.146
-(1.550)
0.524
(1.390)
0.632
(1.630)
0.246
(0.540)
0.383
(0.890)

Great Britain
Women
-0.281
-(0.520)
-0.474
-(0.830)
-0.070
-(0.130)
0.525
(1.100)
-0.929
-(1.170)
-1.590
-(1.490)
-0.840
-(1.050)
-0.853
-(1.070)
-0.263
-(0.390)
0.330
(0.580)

Men
-0.737
-(3.870)
-0.942
-(4.470)
-0.412
-(2.240)
-0.630
-(3.100)
-0.593
-(2.860)
-1.144
-(4.480)
-0.793
-(3.380)
-1.335
-(4.530)
-0.954
-(3.670)
-1.010
-(3.720)

Germany
Women
-0.815
-(4.060)
-0.985
-(4.500)
-0.454
-(2.450)
-0.668
-(3.240)
-0.601
-(2.850)
-0.952
-(3.830)
-1.195
-(4.260)
-0.729
-(3.040)
-0.691
-(2.880)
-0.843
-(3.170)

d28

d27

d26

d25

d24

d23

d22

d21

Dummy variables (month of unemployment spell)
d20
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Men
0.039
(0.070)
-0.680
-(0.930)
0.300
(0.560)
-17.737
-(0.010)
-1.131
-(1.110)
-0.408
-(0.550)
0.036
(0.060)
-0.890
-(0.870)
-0.950
-(0.930)

Great Britain
Women
-0.115
-(0.170)
-0.116
-(0.170)
1.029
(1.960)
0.552
(0.820)
-0.456
-(0.430)
-0.333
-(0.310)
-17.990
(0.000)
-0.259
-(0.240)
-17.920
(0.000)

Men
-1.143
-(3.760)
-1.199
-(3.830)
-1.064
-(3.610)
-0.915
-(3.120)
-0.901
-(3.060)
-1.391
-(3.710)
-1.235
-(3.470)
-0.626
-(2.190)
-1.101
-(3.100)

Germany
Women
-1.100
-(3.560)
-0.869
-(3.100)
-0.508
-(2.040)
-0.592
-(2.170)
-0.262
-(1.070)
-0.558
-(1.990)
-1.040
-(2.960)
-1.330
-(3.160)
-1.322
-(3.120)
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-0.866
-(0.850)
-17.696
-(0.010)
-17.607
-(0.010)
-0.520
-(0.510)
-17.674
-(0.010)
0.222
(0.300)

d31

d32

d33

d34

d35

d36
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d30

Men
-0.718
-(0.700)
0.650
(1.310)

Great Britain

Dummy variables (month of unemployment spell)
d29
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-17.928
(0.000)

-17.865
(0.000)

-0.034
-(0.030)

0.475
(0.600)

-17.964
(0.000)

-0.079
-(0.070)

Women
-18.017
(0.000)
-18.051
(0.000)

-0.564
-(1.510)

-0.758
-(1.910)

-0.495
-(1.520)

-0.543
-(1.670)

-0.690
-(2.030)

-0.661
-(2.120)

Men
-1.399
-(3.290)
-0.889
-(2.510)

Germany

-0.515
-(1.310)

-0.805
-(1.910)

-0.240
-(0.750)

-0.506
-(1.450)

-0.659
-(1.770)

-0.352
-(1.180)

Women
-0.714
-(2.140)
-0.921
-(2.490)

Men
1.528
(3.510)

4518

Number of observations

Great Britain

Dummy variables (month of unemployment spell)
d37

Table 1 continued

2517

Women
1.929
(3.450)

15932

Men
1.651
(8.630)

Germany

15975

Women
1.257
(6.210)
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0.001
(2.090)

Age squared
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-0.076
-(2.760)

Age

Log of duration
-0.030
(0.400)
0.000
(0.340)

Model 1a:
With fully flexible
Baseline (NUH)
To
To
employme
inactivi
nt
ty
♣
♣

*
*

*
*
*
*

*
*

Model 1b:
With fully flexible
Baseline (WUH)
To
To
employ
inactiv
ment
ity
♣

0.001
(2.150)

0.001
(0.760)

Model 2a:
With logarithmic
Baseline (NUH)
To
To
employ
inactiv
ment
ity
-0.043
0.163
-(0.650)
(1.190)
-0.075
-0.063
-(2.830)
-(0.860)
*
*

*
*

Model 2b:
With logarithmic
Baseline (WUH)
To
To
employ
inactivit
ment
y
*
*
*
*
*
*
*
*

Table 1: Competing risks hazard regressions for unemployment duration, Men, BHPS data 1991-2001 (effects on hazard rate
out of unemployment, z-values in parentheses)
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Child
younger
than 6 years in
household
Other household
income
Degree or above

Married

Table 1 continued

0.000
(0.120)
0.253
(0.390)

0.000
(1.650)
0.071
(0.250)

*
*
*
*

*
*

To
employ
ment
*
*

To
inactivi
ty
-0.041
(0.100)
0.739
(1.760)

To
employme
nt
0.524
(3.000)

-0.007
-(0.040)

Model 1b:

Model 1a:

*
*
*
*

*
*

To
inactiv
ity
*
*

0.000
(1.510)
0.075
(0.260)

-0.005
-(0.030)

To
employ
ment
0.509
(2.910)

Model 2a:

0.000
(0.030)
0.349
(0.540)

0.614
(1.530)

To
inactiv
ity
0.013
(0.030)

*
*
*
*

*
*

To
employ
ment
*
*

Model 2b:

*
*
*
*

*
*
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Temporary job in
last 3 years

Other

O level

Teaching, nursing
or other higher
ualify.
A level
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0.039
(0.200)

*
*

*
*
*
*
*
*

To
employ
ment
*
*

To
employme
nt
-0.159
-(0.680)

0.193
(0.820)
0.123
(0.530)
-0.058
-(0.210)

Model 1b:

Model 1a:
To
inactivi
ty
-0.059
(0.100)
0.892
(1.400)
0.900
(1.580)
-0.704
(1.000)
0.068
(0.120)
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*
*

*
*
*
*
*
*

To
inactiv
ity
*
*

0.039
(0.200)

0.166
(0.710)
0.073
(0.320)
-0.092
-(0.330)

To
employ
ment
-0.173
-(0.740)

Model 2a:

0.155
(0.290)

0.951
(1.500)
1.018
(1.800)
-0.609
-(0.870)

To
inactiv
ity
0.066
(0.110)

*
*

*
*
*
*
*
*

To
employ
ment
*
*

Model 2b:

*
*

*
*
*
*
*
*

To
inactivit
y
*
*

in

Standard job in
last 3 yrs
Temporary
job
directly
prior
to
unemployment

Unemployed
last 3 years

Table 1 continued

0.181
(1.180)
-0.141
-(0.670)

*
*
*
*

To
employ
ment
*
*

To
employme
nt
-0.567
-(2.350)

To
inactivi
ty
-0.781
(1.620)
0.089
(0.280)
-0.056
(0.110)

Model 1b:

Model 1a:

*
*
*
*

To
inactiv
ity
*
*
0.159
(1.040)
-0.138
-(0.660)

To
employ
ment
-0.619
-(2.570)

Model 2a:

0.129
(0.420)
0.054
(0.110)

To
inactiv
ity
-0.856
-(1.820)
*
*
*
*

To
employ
ment
*
*

Model 2b:

*
*
*
*
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♣

of

1180

(droppe
d)
-0.330
-(2.660)

-18.492
(0.000)
-0.134
-(2.860)

2361

To
employ
ment
*
*

To
inactivi
ty
0.000
(0.210)

To
employme
nt
0.000
(1.960)
*
*
*
*

Model 1b:

Model 1a:

*
*
*
*

To
inactiv
ity
*
*

2361

-15.293
-(0.010)
-0.126
-(2.750)

To
employ
ment
0.000
(1.920)

Model 2a:

Complete parameter estimations for flexible baseline available upon request

Unobserved
heterogeneity
term
Number
observations

Duration
of
previous
employment
Belongs to ethnic
group
Unemployment
level
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1180

(dropp
ed)
-0.358
-(2.910)

To
inactiv
ity
0.000
(0.190)
*
*
*
*

To
employ
ment
*
*

Model 2b:

*
*
*
*

To
inactivit
y
*
*

Age squared

Age

Log of duration
-0.037
-(0.830)
0.000
(0.630)

-0.056
-(0.570)
0.001
(0.390)

Model 1a:
With fully flexible
Baseline (NUH)
To
To
employ
inactiv
ment
ity
♣
♣
*
*
*
*

*
*
*
*

Model 1b:
With fully flexible
Baseline (WUH)
To
To
employ
inactiv
ment
ity
♣

Model 2a:
With logarithmic
Baseline (NUH)
To
To
employ
inactiv
ment
ity
0.021
0.126
(0.250)
(0.770)
-0.038
-0.101
-(1.200)
-(1.120)
0.000
0.001
(0.810)
(0.860)
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Model 2b:
With logarithmic
Baseline (WUH)
To
To
employ
inactivity
ment
0.022
0.217
(0.270)
(1.270)
-0.040
-0.057
-(1.610)
-(1.650)
0.000
0.001
(1.090)
(0.900)

Table 2: Competing risks hazard regressions for unemployment duration, Women, BHPS data 1991-2001 (effects on hazard
rate out of unemployment, z-values in parentheses)
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Teaching, nursing
other higher qualif.

Degree or above
or

Child younger than 6
years
in household
Other household income

Married

Table 2 continued

To
employ
ment
*
*
*
*

To
inactiv
ity
0.115
(0.260)
-0.109
-(0.220)
0.000
(0.690)
-0.892
-(0.980)
-0.067
-(0.080)

To
employ
ment
0.361
(1.860)
-0.021
-(0.100)
0.000
(0.730)
-0.291
-(0.730)
0.041
(0.120)

*
*
*
*
*
*

Model 1b:

Model 1a:
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*
*
*
*
*
*

To
inactiv
ity
*
*
*
*
0.000
(0.790)
-0.264
-(0.670)
0.003
(0.010)

To
employ
ment
0.331
(1.710)
-0.060
-(0.310)

Model 2a:

0.000
(0.760)
-0.801
-(0.910)
0.111
(0.140)

To
inactiv
ity
0.140
(0.340)
0.025
(0.050)

0.000
(0.740)
-0.239
-(0.610)
0.013
(0.040)

To
employ
ment
0.351
(1.810)
-0.078
-(0.390)

Model 2b:

0.000
(0.440)
-1.008
-(1.390)
-0.115
-(0.170)

0.301
(0.720)
0.180
(0.360)

To
inactivity

Temporary job in last 3
years

Other qualif.

O level

A level

Table 2 continued

To
employ
ment
*
*
*
*
*
*
*
*

To
employ
ment
0.086
(0.260)
0.098
(0.330)
0.069
(0.200)
0.326
(1.230)

To
inactiv
ity
-1.406
-(1.600)
-1.250
-(1.470)
-1.719
-(1.760)
-0.174
-(0.280)

Model 1b:

Model 1a:
To
inactiv
ity
*
*
*
*
*
*
*
*

To
employ
ment
0.031
(0.100)
0.110
(0.380)
0.038
(0.110)
0.319
(1.240)

Model 2a:
To
inactiv
ity
-1.447
-(1.700)
-1.326
-(1.580)
-1.424
-(1.510)
-0.362
-(0.610)

To
employ
ment
0.040
(0.120)
0.095
(0.330)
0.042
(0.120)
0.333
(1.290)

Model 2b:
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-1.602
-(2.110)
-1.536
-(2.230)
-1.966
-(2.330)
-0.288
-(0.480)

To
inactivity
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-0.244
-(1.140)
0.001
(2.840)
-0.429
-(0.420)

Temporary job directly
prior to unemployment

Duration of previous
employment

Belongs to ethnic group
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-0.388
-(2.030)

*
*

*
*

*
*

*
*

To
employ
ment
*
*

To
employ
ment
-0.950
-(2.530)

To
inactiv
ity
-0.824
-(1.590)
0.087
(0.210)
-0.246
-(0.490)
0.000
(0.850)
-1.456
-(1.180)

Model 1b:

Model 1a:

Standard job in last 3 yrs

Unemployed in last 3
years
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*
*

*
*

*
*

*
*

To
inactiv
ity
*
*

-0.373
-(0.360)

0.001
(3.090)

-0.208
-(0.990)

-0.379
-(2.040)

To
employ
ment
-0.794
-(2.180)

Model 2a:
To
inactiv
ity
-0.871
-(1.750)
0.079
(0.190)
-0.122
-(0.250)
0.000
(0.480)
-1.263
-(1.070)

-0.347
-(0.340)

0.001
(3.070)

-0.243
-(1.140)

-0.359
-(1.870)

To
employ
ment
-0.782
-(2.140)

Model 2b:

-1.615
-(1.370)

0.000
(0.370)

-0.242
-(0.460)

0.080
(0.190)

-1.026
-(1.930)

To
inactivity

♣

1185

Complete parameter estimations for flexible baseline available upon request

655

655

To
inactiv
ity
-0.019
-(0.150)

To
employ
ment
-0.131
-(3.140)

1185

1185

To
employ
ment
-0.135
-(2.590)

Model 2b:

Number of observations

To
inactiv
ity
*
*

Model 2a:

-15.210
-(0.110)

To
employ
ment
*
*

To
employ
ment
-0.159
-(2.740)

To
inactiv
ity
0.021
(0.170)

Model 1b:

Model 1a:

Unobserved
heterogeneity term

Unemployment level

Table 2 continued
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655

-14.777
-(0.030)

-0.105
-(1.130)

To
inactivity
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0.001
(5.460)
0.288
(3.580)
-0.274
-(3.040)

Age squared

married

Child younger than 6
years
in household
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-0.104
-(7.440)

Age

Log of duration
-0.123
-(4.310)
0.001
(3.400)
-0.068
-(0.430)
0.042
(0.160)

Model 1a:
With fully flexible
Baseline (NUH)
To
To
employ
inactiv
ment
ity
♣
♣

-0.269
-(2.980)

0.290
(3.600)

0.001
(6.040)

-0.105
-(8.270)

*
*

*
*

*
*

*
*

Model 1b:
With fully flexible
Baseline (WUH)
To
To
employ
inactiv
ment
ity
♣

Model 2a:
With logarithmic
Baseline (NUH)
To
To
employ
inactiv
ment
ity
-0.070
0.304
-(2.290)
(4.350)
-0.114
-0.162
-(8.150)
-(5.750)
0.001
0.002
(6.280)
(4.670)
0.272
-0.078
(3.350)
-(0.500)
-0.234
-0.024
-(2.600)
-(0.090)
-0.229
-(2.480)

0.274
(3.350)

0.001
(3.960)

-0.115
-(5.140)

-0.027
-(0.100)

-0.077
-(0.430)

0.002
(5.240)

-0.162
-(4.960)

Model 2b:
With logarithmic
Baseline (WUH)
To
To
employ
inactivity
ment
-0.065
0.306
-(2.060)
(4.000)

Table 3: Competing risks hazard regressions for unemployment duration, Men, GSOEP data 1991-2001 (effects on hazard
rate out of unemployment, z-values in parentheses)
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0.029
(2.330)
-0.025
-(0.280)
-0.730
-(6.870)
-0.012
-(0.160)
-0.242
-(2.800)

Temporary job in last 3
years

Unemployed in last 3
years

Standard job in last 3
yrs

Temporary job directly
prior to unemployment

household

-(1.520)

-0.295

-0.252
-(2.900)

-0.016
-(0.210)

-0.727
-(6.860)

-0.027
-(0.310)

0.030
(2.410)

To
employ
ment
0.000
-(0.780)

To
employ
ment
0.000
-(0.790)

To
inactiv
ity
-0.002
-(1.300)
0.042
(1.640)
-0.131
-(0.670)
-1.683
-(6.060)
-0.438
-(2.640)

Model 1b:

Model 1a:

Years of schooling

Other
income

Table 3 continued

*
*

*
*

*
*

*
*

*
*

To
inactiv
ity
*
*

-0.224
-(2.590)

-0.010
-(0.140)

-0.658
-(6.320)

-0.009
-(0.100)

0.023
(1.880)

To
employ
ment
0.000
-(0.480)

Model 2a:
To
inactiv
ity
-0.002
-(1.330)
0.034
(1.300)
-0.076
-(0.400)
-1.156
-(4.540)
-0.196
-(1.200)
-0.328
-(1.690)
-0.234
-(2.680)

-0.013
-(0.180)

-0.654
-(6.210)

-0.011
-(0.120)

0.024
(1.910)

To
employ
ment
0.000
-(0.470)

Model 2b:
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-0.339
-(1.520)

-0.193
-(1.100)

-1.147
-(4.470)

-0.091
-(0.440)

0.034
(1.170)

-0.002
-(1.300)

To
inactivity
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♣

*
*

*
*

To
inactiv
ity
*
*

10918

0.011
(0.430)

-0.354
-(3.950)

To
employ
ment
-0.002
-(0.780)

Model 2a:

Complete parameter estimations for flexible baseline available upon request

4753

1091
8

10918

Number of observations

0.051
(1.870)
-13.784
-(0.440)

0.047
(1.680)

Unemployment level

-0.341
-(3.780)

Unobserved
heterogeneity term

-0.330
-(3.680)

To
employ
ment
-0.002
-(0.940)

To
employ
ment
-0.002
-(0.960)

To
inactiv
ity
0.004
(1.030)
-0.405
-(2.230)
0.144
(2.520)

Model 1b:

Model 1a:

Belongs to ethnic group

Duration of previous
employment

Table 3 continued

Non-standard employment and mobility

4753

To
inactiv
ity
0.005
(1.230)
-0.287
-(1.640)
0.016
(0.320)

10918

-15.246
-(0.150)

0.014
(0.330)

-0.365
-(4.040)

To
employ
ment
-0.002
-(0.720)

Model 2b:

4753

-15.981
.

0.015
(0.230)

-0.285
-(1.480)

0.005
(1.260)

To
inactivity

-0.123
-(7.310)
0.001
(5.450)
0.071
(0.770)
-0.259
-(2.250)

Age

Age squared

married

Child younger than 6
years
in household

Log of duration
-0.075
-(2.880)
0.001
(1.510)
-0.018
-(0.120)
-0.027
-(0.120)

Model 1a:
With fully flexible
Baseline (NUH)
To
To
employ
inactiv
ment
ity
♣
♣

-0.254
-(2.120)

0.068
(0.710)

0.001
(3.940)

-0.122
-(5.190)

*
*

*
*

*
*

*
*

Model 1b:
With fully flexible
Baseline (WUH)
To
To
employ
inactiv
ment
ity
♣

Model 2a:
With logarithmic
Baseline (NUH)
To
To
employ
inactiv
ment
ity
-0.037
0.361
-(1.050)
(5.390)
-0.134
-0.147
-(7.800)
-(5.530)
0.001
0.001
(6.130)
(4.160)
0.095
0.025
(1.030)
(0.170)
-0.261
-0.015
-(2.260)
-(0.060)
*
*

*
*

*
*

*
*
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-0.057
-(0.240)

0.019
(0.130)

0.001
(5.180)

-0.149
-(6.790)

Model 2b:
With logarithmic
Baseline (WUH)
To
To
employ
inactivity
ment
*
0.363
*
(5.220)

Table 4: Competing risks hazard regressions for unemployment duration, Women, GSOEP data 1991-2001 (effects on
hazard rate out of unemployment, z-values in parentheses)
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0.043
(0.410)
-0.809
-(6.430)
0.073
(0.840)
-0.006
-(0.060)

Temporary job in last 3
years

Unemployed in last 3
years

Standard job in last 3
yrs

Temporary job directly
prior to unemployment

264

0.032
(2.010)

household

-0.012
-(0.110)

0.080
(0.880)

-0.802
-(6.200)

0.046
(0.430)

0.031
(1.470)

To
employ
ment
0.000
(1.520)

To
employ
ment
0.000
(1.510)

To
inactiv
ity
0.000
-(0.630)
0.045
(1.570)
-0.117
-(0.610)
-1.463
-(6.380)
0.202
(1.360)
0.162
(0.960)

Model 1b:

Model 1a:

Years of schooling

Other
income
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*
*

*
*

*
*

*
*

*
*

To
inactiv
ity
*
*

0.034
(0.340)

0.074
(0.850)

-0.713
-(5.810)

0.032
(0.310)

0.026
(1.570)

To
employ
ment
0.000
(1.460)

Model 2a:
To
inactiv
ity
0.000
-(0.520)
0.035
(1.200)
-0.042
-(0.220)
-1.090
-(5.080)
0.288
(1.970)
0.217
(1.320)
*
*

*
*

*
*

*
*

*
*

To
employ
ment
*
*

Model 2b:

0.223
(1.350)

0.293
(1.920)

-1.082
-(4.990)

-0.043
-(0.230)

0.034
(1.330)

0.000
-(0.520)

To
inactivity

♣

*
*

*
*

To
inactiv
ity
*
*

10405

0.003
(0.090)

-0.118
-(0.990)

To
employ
ment
0.001
(0.240)

Model 2a:

Complete parameter estimations for flexible baseline available upon request

5437
10405

10405

Number of observations

0.032
(0.840)
-14.985
-(0.070)

0.034
(1.060)

Unemployment level

-0.107
-(0.860)

Unobserved
heterogeneity term

-0.111
-(0.920)

To
employ
ment
0.001
(0.240)

To
employ
ment
0.000
(0.190)

To
inactiv
ity
-0.002
-(0.460)
-0.274
-(1.610)
0.022
(0.440)

Model 1b:

Model 1a:

Belongs to ethnic group

Duration of previous
employment

Table 4 continued

5437

To
inactiv
ity
-0.001
-(0.190)
-0.244
-(1.450)
-0.088
-(1.940)
*
*

*
*

To
employ
ment
*
*

Model 2b:

5437
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-15.901
.

-0.083
-(1.490)

-0.240
-(1.470)

-0.001
-(0.210)

To
inactivity

Unemployment durations after temporary work

7
Part-time work as a transitional
phase? The role of preferences and
institutions in Germany, Great
Britain and The Netherlands.

Introduction
Part-time work is a widespread phenomenon in labour markets worldwide. The Netherlands stands out as being the world’s first ‘part-time
economy’ (Freeman ,1998; Visser ,2002) , but other European
countries also have substantial and increasing numbers of workers
working less hours than full-time. In this chapter we are interested in
the individual transition patterns between different labour market states
defined by the number of hours per week. This interest stems from
both the policy and the academic labour economics debate. From a
policy perspective it is interesting to look whether part-time work is a
stepping stone towards full-time work (or a transitional phase from
full-time work to retirement). In that case, part-time work is either
partial unemployment if you look at it negatively or a substantial

Non-standard employment and mobility
labour reserve in a more positive approach. From a theoretical labour
economics perspective it is interesting to look at the role of preferences
and constraint in an individual’s labour supply decision. Part-time
work could be a rational choice to align leisure preferences, home
production and paid work (O’Reilly & Bothfeld, 2002). But it could
also be the case that workers want to supply a full-time equivalent of
hours, but that these jobs are rationed and that they are in fact partially
unemployed in their part-time job. (Shapiro & Stiglitz, 1984; Visser,
2002)
The different labour market states in this chapter states are defined on
the basis of the number of working hours per week. In accordance with
the convention in most of the empirical literature (Bastelaer et al, 1997;
EPUnet 2005; O’Reilly & Fagan, 1998) we distinguish short hours
part-time jobs (less than 15 hours per week), part-time jobs (15-29
hours per week) and full-time jobs (over 30 hours per week).
This chapter focuses on the determinants of transition patterns in three
different labour markets in general and on indicators of preferences in
particular. The question is whether these determinants (e.g. worker
characteristics) have different impacts in different types of labour
markets. Differences in type of labour market can be addressed in
terms of welfare state typology or in terms of the percentage share of
part-time employment in total employment. Please note that this is not
as tautological as it may seam. The level of part-time employment in a
country does not necessarily tell us very much about an individual’s
transition rates into and out of part-time employment The Netherlands
and the United Kingdom are examples of countries where part-time
work is widespread also among men, with the Netherlands as the prime
example, whereas Germany has only very few men and less women in
part-time employment. (see Table 1) Furthermore the United Kingdom,
Germany and the Netherlands can be considered as typical examples of
Liberal, Corporatist and Social democratic welfare states, according to
the typology devised by Esping-Andersen (1990), respectively. For the
purpose of this chapter we adopt a more labour market oriented
‘employment regime’ typology that is based on the aforementioned
welfare state typology by Esping-Andersen (1990). Following Gallie &
Paugam (2000), we use an unemployment welfare regime typology in
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this chapter based on three dimensions: the degree of coverage of the
benefit system, the level of financial compensation and the extent of
development of active employment policies. Gallie & Paugam
distinguish four ‘unemployment welfare regimes’: Sub-Protective
(Italy, Spain, Portugal, Greece), Liberal/Minimal (UK and Ireland),
Employment centred (France, Belgium, Netherlands, Germany) and
Universalistic (Denmark, Sweden). In this chapter we analyse the
Liberal/Minimal regime of Great Britain and the Employment centred
regimes of the Netherlands and Germany that are quite different in
terms of the extent of part-time employment.
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Table 7-1
Part-time employment (self-reported as % of total employment) for
All, Men & Women, 1991-2001

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

Netherlands

All

33.1

34.6

35.3

36.6

37.5

38.1

38.2

39.0

39.8

41.5

42.2

Men

15.6

15.4

15.5

16.2

16.8

17.0

17.3

18.0

18.2

19.3

20.0

Women

60.9

64.0

64.9

66.3

67.6

68.3

67.9

68.1

69.1

71.0

71.3

1991a

1992a

1993c

1994

1995

1996

1997

1998

1999

2000

2001

GreatBritain

All

22.6

23.3

23.7

24.2

24.3

24.8

24.8

24.7

24.8

25.0

24.9

Men

6.2

6.9

7.0

7.7

8.0

8.6

8.8

8.7

9.1

9.1

9.1

Women

43.5

43.7

44.1

44.6

44.5

44.7

44.7

44.5

44.2

44.6

44.1

1991

1992

1993

1994

1995

1996

1997

1998

1999

2000

2001

Germany

All

14.1

14.5

15.2

15.8

16.3

16.7

17.6

18.4

19.0

19.6

20.3

Men

2.5

2.7

3.0

3.3

3.6

3.8

4.3

4.7

4.9

5.1

5.3

Women

30.2

30.9

32.1

33.2

33.7

33.9

35.3

36.4

37.3

38.2

39.2
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Table 7-1 continues

1991a,b

1992a,b

1993c

1994

1995

1996

1997

1998

1999

2000

2001

EU-15

All

13.9

14.5

14.8

15.5

16.0

16.4

16.9

17.3

17.6

17.8

17.9

Men

4.1

4.4

4.9

5.0

5.2

5.5

5.8

6.0

6.1

6.2

6.2

Women

28.3

29.1

30.5

30.6

31.3

31.6

32.3

32.9

33.2

33.4

33.4

Source: Employment in Europe, European Commission, 2002, 2001a, 2003c
b

Involves some estimation by Eurostat

The macro statistics in Table 1, based on the self-reported status of
working part-time (without specific information about the actual
number of hours) show a marked increase in the relative size of parttime employment as a percentage of total employment. For men in
Germany the percentage has doubled from 1991 to 2001 and the
percentage for German women increased with 10 per cent points. The
same is true for Dutch women, but in the Netherlands the percentage of
women in part-time employment is consistently 30 per cent points
higher than in Germany. Between 15 per cent (1991) and 20 per cent
(2001) of Dutch men work part-time. In Great-Britain the percentages
of part-timers are in between the Dutch and the German situation. The
percentage of men working part-time increases from 6 per cent in 1991
to 9 per cent in 2001, and the percentage of women in part-time
employment increases from 28 per cent in 1991 to 33 per cent in 2001.
These numbers show that Germany part-time employment is at the
average level for the EU-15 and Great-Britain is somewhat higher. The
Netherlands stand out as a country where part-time employment is the
norm for women and widespread phenomenon for men, both
percentages well above the EU-15 average.
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A theoretical framework for employment transitions
between part-time and full-time jobs
Now we focus on developing a theoretical framework to describe and
eventually explain labour market transitions between nonparticipation,
short hours, part-time and full-time jobs. We can identify two different
hypotheses to these labour market transitions: Some argue that parttime jobs function as ‘stepping-stones’ to full-time employment,
whereas others would argue that part-time jobs (either short hours or
long hours) are second rate jobs without to much prospect for
improvement in terms of making transitions into fulltime work. Both
hypotheses incorporate the notion that the job that you are in, is a result
of individual preferences and constraints. The individual or household
decision making process based on individual preferences (and
individual constraints) may result in either part-time or fulltime labour
supply, but in the latter case, only part-time jobs might be available
due to labour market constraints.
A labour supply model of employment transitions

There is a vast literature on the role of part-time work as a possible
‘stepping-stone’ to full-time work. Blank (1989, 1994) suggested that
part-time work may indeed function as a stepping stone into full-time
work for (black) women in the US. Gianelli (1996) found similar
results for foreign women in West Germany. In his transitional labour
market approach, Schmid (1998) identifies part-time work as one of
the means for integration into work for people currently unemployed or
inactive. However, this approach has its limitations. Firstly in the sense
that recent empirical work for Germany and Great Britain (O’Reilly
and Bothfeld, 2002) and other EU countries (Buddelmeyer et al.
(2005)), shows that there is little evidence that part-time work leads to
full-time work. Secondly, it implicitly assumes that full-time
employment is the only labour market state to strive for, which from an
individual or household labour supply perspective is not necessarily
true, as stated in the preceding paragraph.
The contribution of this chapter is, among other things, to recognize
that part-time work is not necessarily just a transitional phase, but
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could also be the result of an optimal labour supply decision for
individuals with a certain leisure (or homework) preference. Time-use
studies have shown (e.g. Freeman & Schettkatt, 2005) that the number
of working hours per year has been consistently decreasing for most
European countries for the 1970-2002 period.
An important contribution of this research is that we introduce two
subsets of part-time work: short hours part-time jobs and long hours
part-time jobs. Short-hours part-time jobs are often not considered to
be part of the labour market. Their number is substantial nevertheless
(Dekker & Kaizer, 2000; O’Reilly & Bothfeld, 2002). With the
resulting 4 labour market states: inactivity (including unemployment),
short part-time employment, long part-time employment and full time
employment we can analyze a number of interesting labour market
transition patterns for both men and women. When looking at the
determinants of these transitions, we explicitly incorporate subjective
preferences and the institutional context.
Definitions

For the purpose of international comparison we use a definition of
short and long part-time employment suggested by van Bastelaer et al,
1997. This means that the threshold between part-time and full-time
employment is drawn at <30 hours. Furthermore the threshold between
short part-time and long part-time is drawn at <15 hours, in contrast
with our earlier work on part-time transitions for the Netherlands
(Dekker et al, 2000) but in line with earlier work for other countries
and for work with an international comparative focus (Dekker &
Kaizer, 2000; Dingeldey, 2001; O’Reilly & Bothfeld, 2002, Bardasi &
Francesconi, 2003). By using these hours thresholds, we can
distinguish four labour market states:

•

Nonemployment (non-participation and unemployment)

•

Small part-time employment (<15 hours per week)

•

Part-time employment (>=15 and <30 hours per week)

•

Full-time employment (>=30 hours per week
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Focus and theoretical framework

As in the rest of this dissertation, in this chapter we are primarily
interested in the dynamics of part-time employment and the role of
preferences in labour market transitions. That is, our main interest is in
the determinants of labour market transitions, rather than in the
determinants of labour market states. Furthermore, the international
comparison enables us to make meaningful inferences about the role
that labour market and social security institutions in the different
countries play in individual part-time employment transition patterns.
A fairly standard, yet eclectical theoretical framework (compare
O’Reilly & Bothfeld, 2002) is adopted that includes determinants from
Human capital theory (Age, schooling, experience) and Segmented
labour market theory (Segmented labour market, Industry sector, firm
size). Furthermore we include determinants that characterize household
structures of the individual workers (Pre-school children, Other sources
of income in the household) and leisure preferences (Preference for
working more or less hours, occupational status (student, household
work). Finally we include into the analytical framework a typology
approach that will enable a meaningful comparison between the three
countries in the sense that we can make inferences and formulate
hypotheses concerning labour market transition patterns based upon
fairly general characteristics of welfare states and their labour market
institutions. The aforementioned employment regime typology from
Gallie and Paugam is used for that purpose. Since it is essentially
impossible to integrate these macro institutional differences in a micro
data analysis, we will use the identified differences in institutional
settings to explain differences in the outcomes of the micro
econometric analyses.
The behavioural choice model is again the Roy model employed in
Chapters 3 and 4.
Now we have a four sector model that can be characterized as follows:
a worker will choose any of the following categories:

•

Full-time employment if: V ft > V pt , V ft > Vshpt , V ft > V *
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•

Part-time employment if: V pt > V ft , Vpt > Vshpt , Vpt > V *

•

Short hours pt. empl. if:

Vshpt > V ft , Vshpt > V pt , Vshpt > V *

•

Non-employment if:

V * > Vshpt , V * > V pt , V * > V ft

where Vft is the value of a full-time job offer, Vpt the value of a parttime job offer, Vshpt the value of a short hours part-time job offer and
V* the reservation value of the worker derived from the individual
optimization of the search process. For a more elaborate treatment of
the Roy and job search models we refer the reader to Chapter 1.

A first examination of the micro data
In this chapter we will again use three household panel surveys: The
British Household Panel Survey (BHPS), the German SOcio-Economic
Panel (GSOEP) and the Dutch Socio-Economic Panel (SEP). We use
the information from the years 1991-2001, which is available for all
three data-sources. For a detailed description see Chapter 4.

Descriptive statistics
First of all, we take a look at the percentages of people of working age
that are in either one of the four labour market states: nonparticipation
(including unemployment), short hours part-time, part-time and full
time employment. Numbers are presented for men and women
separately for all three countries in Tables 7-2-1, 7-2-2 and 7-2-3.
The data from the household panel data sets more or less confirm the
picture from the macro data. For the purpose of the analyses in the rest
of the chapter we look at the percentages of the working age
population for the four labour market statuses defined earlier: Because
of the inclusion of people in nonparticipation and the overall rise in the
number of employed workers the trends in part-time are much less
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pronounced here. First of all, we can establish, that on average over 70
per cent of German men is employed, most of them in full-time jobs.
For German women this percentage is about 55 per cent. In the
Netherlands a similar percentage of men are employed and 58 per cent
of women are employed on average. Dutch women are much more
likely to be employed part-time though. Surprisingly, only 65 per cent
British men (lower than in Germany and the Netherlands) is employed.
The percentage of British women in employment is higher than in the
two other countries with about 60 per cent on average.
As a percentage of people in employment the average percentage of
part-time workers according to the definition of this paper is
substantially lower than in the macro statistics, except for women in
Great-Britain. This could possibly explained by the fact that the
status(es) of part-time employment in this chapter are constructed from
the micro data on contractual working hours per week whereas the
status of part-time employment in the “Employment in Europe” data is
self-reported without information on the number of contractual hours.
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Table 7-2-1
Employment status (% of working age population) for Men &
Women, 1991-2001, etherlands
Men
Women

Nonp.

Sh.part

L.
part

Full

Nonp.

Sh.part

L.
part

Full

1991

27.63

3.86

3.31

65.2

52.41

11.39

14.21

21.99

1992

27.87

4.59

3.09

64.44

49.01

12.5

16.31

22.18

1993

28.17

4.73

3.00

64.12

47.00

14.00

16.00

23.00

1994

28.91

5.14

2.70

63.25

46.41

14.1

16.08

23.41

1995

28.34

4.01

2.75

64.89

43.05

13.02

19.06

24.87

1996

27.91

4.4

3.11

65

42.37

15.02

19.02

23.58

1997

26.00

4.46

3.34

66

40.37

14.06

20.26

25.3

1998

26.69

3.92

2.95

66.43

39.01

13.21

22.01

25.77

1999

27.00

4.00

3.00

66

38.52

13.10

22.18

26.20

2000

25.00

4.05

3.78

67

35.77

13.82

22.61

27.80

2001

24.88

4.17

4.15

66.8

34.47

12.95

24.51

28.07

Average
19912001

27.22

4.00

3.18

65.00

42.68

13.37

19.25

24.70

Part vs.
full-time

9.95

90.05

56.91

43.09

Source: SEP, 1991-2001, Own calculations
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Table 7-2-2
Employment status (% of working age population) for Men &
Women, 1991-2001, Great Britain

Men

Women

Nonp.

Sh.part

L.
part

Full

Nonp.

Sh.part

L.
part

Full

1991

36.13

2.14

1.33

60.39

40.59

8.77

15.09

35.55

1992

38.14

1.91

1.63

58.32

41.07

9.24

14.89

34.79

1993

38.02

2.43

1.90

57.66

40.38

9.42

14.84

35.36

1994

36.54

2.08

2.03

59.35

39.26

9.02

16.08

35.64

1995

35.94

1.90

2.23

59.94

38.68

8.88

16.47

35.97

1996

35.65

1.92

2.42

60.02

38.50

8.54

16.97

35.99

1997

32.76

2.15

2.34

62.75

37.87

8.06

16.82

37.25

1998

32.69

1.86

2.52

62.93

37.27

8.20

17.22

37.31

1999

35.16

1.88

2.33

60.63

38.98

7.24

17.58

36.2

2000

33.90

1.47

2.63

62.00

39.78

6.64

17.26

36.32

2001

34.56

1.67

2.85

60.92

39.45

6.96

17.11

36.48

Average
19912001

35.27

1.90

2.27

60.57

39.28

8.05

16.54

36.13

Part vs.
full-time

6.44

93.56

Source: BHPS,1991-2001, Own calculations
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Table 7-2-3
Employment status (% of working age population) for Men &
Women, 1991-2001

Men

Women

Nonp.

Sh.part

L.
part

Full

Nonp.

Sh.part

L.
part

Full

1991

23.78

1.05

1.56

73.61

43.40

3.75

10.40

42.45

1992

25.07

1.14

0.99

72.80

45.48

3.49

8.84

42.19

1993

26.75

0.72

0.92

71.61

45.46

3.93

9.21

41.40

1994

27.50

0.91

0.87

70.72

47.17

3.78

9.49

39.56

1995

26.24

1.49

1.26

71.01

45.57

4.66

9.88

39.90

1996

27.38

1.07

1.07

70.48

45.93

4.31

10.40

39.36

1997

27.42

0.93

1.21

70.45

45.96

4.47

10.19

39.38

1998

27.59

1.37

1.51

69.52

46.97

4.51

10.30

38.21

1999

24.26

2.10

1.58

72.06

41.92

5.97

11.49

40.62

2000

25.17

1.43

1.42

71.97

42.48

6.51

12.54

38.47

2001

24.14

1.73

1.67

72.45

40.12

6.91

12.99

39.98

Average
19912001

25.81

1.30

1.31

71.58

44.26

4.96

10.76

40.02

Part vs.
full-time

3.52

96.48

28.20

71.80

Source: GSOEP,1991-2001, Own calculations
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Table 7-3
Yearly transition probabilities (Average %/year t to t+1) for Men
& Women of Working age, 1991-2001

Netherlands

Men

Women

To:

Nonp.

Sh.part

L.part

Full

Nonp.

Sh.part

L.part

Full

Nonparticipation

83.88

3.69

1.49

10.95

85.79

6.53

3.89

3.78

Short part-time

26.41

49.24

9.51

14.84

18.68

62.84

13.13

5.36

Long part-time

13.96

7.28

45.46

33.30

8.48

6.56

74.21

10.75

Full-time

6.63

0.50

1.30

91.58

8.69

1.53

8.90

80.88

Great-Britain

Men

To:

Nonp.

Sh.part

L.part

Full

Nonp.

Sh.part

L.
part

Full

Nonparticipation

83.76

1.56

1.70

12.98

84.70

4.86

4.87

5.57

Short part-time

35.03

32.36

11.68

20.94

24.11

52.37

16.45

7.07

Long part-time

25.57

5.28

36.47

32.68

14.30

5.37

67.35

12.98

Full-time

12.66

0.17

0.82

86.35

11.90

0.70

5.04

82.36

Germany

Men

To:

Nonp.

Sh.part

L.part

Full

Nonp.

Sh.part

L.
part

Full

Nonparticipation

70.78

2.07

1.29

25.86

80.98

4.06

3.99

10.97

Short part-time

31.95

24.70

7.10

36.24

26.84

48.32

16.41

8.43

Long part-time

22.65

6.32

36.76

34.26

14.73

5.41

64.32

15.54

Full-time

9.85

0.57

0.55

89.03

13.39

0.82

3.30

82.49

From:

Women

From:

Women

From:

Source: GSOEP, SEP, BHPS,1991-2001, Own calculations

Our primary interest is in transition patterns between the different
states on the labour market. When we look at Table 3, we can observe
that labour market states ‘Nonparticipation’ and ‘Full-time
employment’ are the most ‘absorbing’ states. A vast majority of the
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people in those states are in that same state the next year. Being in
either short hours part-time or part-time employment tends to be more
volatile, especially for men. Much of the dynamics is to be found for
workers in either short hours or ‘normal’ part-time jobs and the
question is whether the dynamics lead to upward mobility, that is,
stronger labour market attachment in the form of a job with more hours
per week or to downward mobility where people end up in
nonparticipation or smaller jobs.
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Table 7-4-1
Yearly transition probabilities (Average %/year t to t+1) for Men
& Women of Working age, divided by working hours preference 1991-2001
Netherlands

Men (want more hours)
To:

Women (want more hours)

Nonp.

Sh.part

L.
part

Full

Nonp.

Sh.part

L.
part

Full

From:
Short
time

part-

22.04

42.76

13.82

21.38

16.59

52.38

22.65

8.39

Long
time

part-

12.00

2.40

44.40

41.20

7.24

6.05

64.09

22.62

7.62

0.78

1.81

89.79

10.26

1.83

10.62

77.29

Full-time

Men (want less hours)
To:

Women (want less hours)

Nonp.

Sh.part

L.
part

Full

Nonp.

Sh.part

L.
part

Full

From:
Short
time

part-

0.00

62.50

12.50

25.00

18.60

58.14

12.79

10.47

Long
time

part-

16.90

12.68

40.85

29.58

8.38

8.02

74.01

9.58

4.43

0.46

1.24

93.87

6.89

1.79

11.39

79.94

Full-time

Source: SEP,1991-2001, Own calculations
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Table 7-4-2
Yearly transition probabilities (Average %/year t to t+1) for
Men & Women of Working age, divided by working hours preference 1991-2001

GreatBritain
Men (want more hours)
To:

Nonp

From:

Sh.

L.

part

part

Women (want more hours)
Full

Nonp

Sh.

L.

part

part

Full

Short
part-time

32.45

29.43

13.58

24.53

22.44

46.43

22.13

9.00

Long parttime

24.24

4.76

27.27

43.72

12.37

5.03

56.29

26.31

Full-time

12.72

0.19

1.27

85.81

10.57

1.25

4.30

83.87

Men (want less hours)
To:

Nonp

From:

Sh.

Women (want less hours)
Full

part

L.
part

Nonp

Sh.

L.

part

part

Full

Short
part-time

34.48

34.48

8.62

22.41

28.37

50.23

12.56

8.84

Long parttime

21.00

6.00

38.00

35.00

16.73

5.80

65.67

11.80

Full-time

10.90

0.18

0.69

88.23

10.99

0.68

5.84

82.49

Source: BHPS,1991-2001, Own calculations
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Table 7-4-3
Yearly transition probabilities (Average %/year t to t+1) for
Men & Women of Working age, divided by working hours preference 1991-2001

Germany
Men (want more hours)
To:

Nonp
.

Sh.

L.

part

part

Short parttime

29.27

22.25

7.49

Long parttime

22.53

6.84

Full-time

9.71

0.36

From:

Women (want more hours)
Full

Nonp
.

Sh.

L.

part

part

40.98

25.56

45.77

17.75

10.91

30.63

40.00

14.58

5.53

60.70

19.20

0.67

89.25

14.23

0.63

3.05

82.09

Men (want less hours)
To:

Nonp
.

Sh.

L.

part

part

Short parttime

24.24

24.24

3.03

Long parttime

13.68

4.21

Full-time

8.80

0.65

From:

Women (want less hours)
Full

Nonp
.

Sh.

L.

part

part

48.48

31.03

46.80

14.78

7.39

55.79

26.32

13.75

4.27

69.03

12.95

0.51

90.04

12.19

0.91

3.24

83.66

Source: GSOEP, 1991-2001, Own calculations
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The empirical model: ordered and multinomial logit models

From the behavioural choice model it is straightforward to understand
that for our empirical analysis we could use ‘dynamic’ ordered and
multinomial logit models. For an elaborate mathematical description
and interpretation of these ordered and multinomial logit models, we
refer to Maddala (1983) and Liao (1994). The models are dynamic in
the sense that we model transition rates between labour market states,
rather than probabilities of occupying a certain labour market state.
Formally, we estimate the relative probability of entering a certain
labour market state in year t+1, given the labour market state in year t.
If we (implicitly) assume that the determinants have similar effects on
all of the transitions, either upward or downward, we can use an
ordered logit model. To allow for a more flexible specification in
which parameters have different values for different destination states,
both ‘upward’ and ‘downward’ we use a multinomial logit model.
Furthermore in the multinomial specification we don’t have to restrict
ourselves to upward or downward mobility. For reasons of conciseness
we not describe the results from the ordinal logit model for transitions
from nonparticipation for women and from full-time work for men
here.
In this chapter we concentrate on the multinomial logit analyses for
men and women in part-time jobs to see whether they are ‘upwardly or
downwardly mobile’ and to what extent this is dependent on their
preferences. The empirical results are interpreted against the
background of the institutional differences between the three countries.
As in the previous chapters, we have implicitly formulated hypotheses
with regard to the effects on ‘upward’ (That is: mobility to a labour
market state that involves more hours of work per week) mobility to of
the following variables. The effects for ‘downward’ mobility are
expected to be the reverse.
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•

Human capital variables (Age (+, quadratic), schooling (+),
experience(+))

•

Household structure variables (Presence of pre-school children (-),
Other sources of income in the household (-))

•

Leisure preferences variables (Preference for working more (+) or
less (-) hours,

•

Occupational status variables (student (-), household work(-)).

Results of estimation
etherlands

(see Table 1 in the Appendix 7-I)
There is a significant U-shaped (quadratic) effect of age on transitions
out of part-time employment for both men and women in the
Netherlands. The older a person gets, less likely it is to make a
transition into either nonparticipation, short hours part-time
employment and into full-time employment (not significantly for men).
The quadratic effect is positive, meaning that the negative linear effect
reduces with age. Eventually the positive quadratic effect will
dominate the linear effect. The ‘turning point’ is at the age of about 37
for women, about 40 for men for the transitions into nonparticipation
and short hours part-time. The turning point for Dutch women making
transitions into full-time is largely irrelevant since it is around the age
of 60, when most women do not work anymore.
A lower than average educational level has a significantly positive
effect on transitions into nonparticipation and short hours part-time
work for women. Furthermore it has a negative effect on the transition
rate into fulltime employment for men. A higher than average
education only has a significantly positive effect for the transition rate
into fulltime employment for women.
A higher number of children reduces the probability of going into
fulltime employment for women and increases their probability of
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working less hours (short hours part-time). The presence of a child
with an age lower than six has an additional negative effect on the
relative transition probability into fulltime employment for women.
Nonlabour household income does not have a significant effect on
transition rates out of part-time employment, neither for men nor for
women. The labour income of other household members does increase
the probability for men to make a transition into both short-hours parttime work and into fulltime work. This seems to be counterintuitive but
is in line with the theoretical ambiguity of this effect. The extra income
could have a bigger wealth effect and then labour supply is lower or a
larger substitution effect and then labour supply will be bigger. Both
cases seem to be present here.
Students in substantial part-time jobs are more likely to make a
transition to short hours part-time when they are female and less likely
to make transition to fulltime when they are male.
Men that want to work more hours are less likely to move to short
hours part-time jobs as one would expect and women that want to work
more hours are indeed more likely to move to fulltime jobs, which is
encouraging from both an emancipation and labour market point of
view.
Women that want to work less are using both options (nonparticipation
and short hours part-time work) significantly. For men the wish to
reduce their number of hours does not result in a significant change in
the transition probabilities.
Employment history variables do play a significant role in the
transition patterns for those currently in part-time employment in the
Netherlands. Previous experience in a standard (over 12hrs per week
and permanent) reduces the probability of making a transition to either
state for women, indicating that they are relatively stable in part-time
employment. Previous experience in a non-standard job (less than 12
hrs per week or temporary/on-call/etc.) reduces the transition
probability to nonparticipation and increases the transition probability
to short-hours part-time for women. The only effect found for men is
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the almost significantly (5%) positive effect on the transition into short
hours part-time employment of previous experience in unemployment.
Great Britain

(see Table 2 in the Appendix 7-I)
The U-shaped (quadratic) effect of age on transitions out of part-time
employment is, in Great Britain, very similar to that in the Netherlands,
at least for women. The linear effect of age is negative and the
quadratic effect is positive for transitions into nonparticipation and
short hours part-time work. For men, the effect is similar to the Dutch
finding (and similar to the effect for British women) only for
transitions into short hours part-time work. For transitions into fulltime work there is a purely linear negative effect of age for women and
an inverse U shaped effect for men, compared to their Dutch
counterparts. The older a British part-time worker gets, the more likely
he is to get a full-time job. This effect is reduced by the quadratic term
and eventually (at about 27 years of age) is reversed. So the positive
effect of age dominates the quadratic effect for young male workers
only.
The ‘turning point’ is at the age of about 50 for women for the
transitions into nonparticipation and short hours part-time. The turning
point for British men making transitions into short hours part-time is at
around age 37.
A lower than average educational level has a less significant effect on
transitions out of part-time employment compared to the Netherlands.
It is only significant and positive for women making a transition into
nonparticipation. As in the Netherlands, a higher than average
education only has a significantly positive effect on the transition rate
into fulltime employment for women, but also a small and almost
significant effect on the transition rate into nonparticipation for
women.
A higher number of children reduces the probability of going into
fulltime employment for British women and increases their probability
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of working less hours (short hours part-time). The presence of a child
with an age lower than six has an additional negative effect on the
relative transition probability into fulltime employment for women and
also increases the probability of transiting into nonparticipation for
women.
Nonlabour household income does have a significant effect on
transition rates out of part-time employment in Britain. It reduces the
transition probability into fulltime employment for men and increases
the transition probability into nonparticipation for women. The labour
income of other household members does reduce the probability for
women to make a transition into both short-hours part-time work and
into nonparticipation.
As in the Netherlands, students in substantial part-time jobs are more
likely to make a transition to short hours part-time when they are
female.
British men and women that want to work more hours are indeed more
likely to move to fulltime jobs. Women that want to work less are
using both options (nonparticipation and short hours part-time work)
significantly. For British men the wish to reduce their number of hours
does not play a significant role which is similar to the finding for the
Netherlands.
Employment history variables do play a significant role in the
transition patterns for those currently in part-time employment, also in
Great-Britain. Previous experience in a non-standard (less than 12 hrs
per week or temporary/on-call/etc.) reduces the probability of making a
transition to nonparticipation and increases the probability of making a
transition into short hours part-time for British women. Previous
experience in a standard job (over 12hrs per week and permanent)
reduces the transition probability to nonparticipation and short hours
part-time for both British men and women. No significant effect,
neither for men nor for women, is found for transitions into either state
from part-time employment of previous experience in unemployment.
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Germany

(see Table 3 in the Appendix 7-I)
In Germany also there is a significant U-shaped (quadratic) effect of
age on transitions out of part-time employment for both men and
women. The older a women gets, less likely she is to make a transition
into either nonparticipation, short hours part-time employment and into
full-time employment. The same is true for German men, though only
for the downward (to nonparticipation and short hours part-time)
transitions. As in the Netherlands, the quadratic effect is positive,
meaning that the negative linear effect reduces with age. Eventually the
positive quadratic effect will dominate the linear effect. The ‘turning
point’ is at the age of about 37 to 40 for women, about 40 for men for
the transitions into nonparticipation and short hours part-time, very
similar to the finding in the Netherlands. For transitions into full-time
employment the effect of age is not very significant in Germany.
A lower than average educational level does not have a significant
effect on transitions into nonparticipation and short hours part-time
work for both men and women. As in both the Netherlands and Great
Britain, a higher than average education only has a significantly
positive effect for the transition rate into fulltime employment for
women.
A higher number of children reduces the probability of going into
fulltime employment for women. The presence of a child with an age
lower than six has an additional negative effect on the relative
transition probability into fulltime employment for women. No
significant effects of these variables are found for German men in parttime employment.
Nonlabour household income does not have a significantly positive
effect on all transition rates out of part-time employment for German
men, so it effectively reduces the probability of staying in part-time
employment. A higher labour income of other household members
does reduce the probability for women to make a transition into
fulltime work.
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German students, both male and female in substantial part-time jobs
are likely to stay, given the negative effects on the transition rates into
short hours part-time and full-time employment. Furthermore, female
students have an increased probability to drop out of employment and
go into nonparticipation.
German women and men in part-time employment that want to work
more hours are indeed more likely to move to fulltime jobs. Women
that want to work less are also successful given the significantly
positive effects found for transitions into short-hours part-time and
nonparticipation. As in the Netherlands, employment history variables
do play a significant role in the transition patterns for those currently in
part-time employment in Germany. Previous experience in a standard
(over 12 hrs per week and permanent) reduces the probability of
making a transition to nonparticipation and short hours part-time for
men and women, indicating that they are both relatively stable in parttime employment. Previous experience in a non-standard job (less than
12 hrs per week or temporary/on-call/etc.) increases the transition
probability to short hours part-time for German women but reduces
their transition probability into nonparticipation. No significant effects
were found for previous spells of unemployment.
Foreign born part-timers in Germany are not significantly more or less
likely to move to another labour market state, whereas female parttimers in the former GDR are more likely to move into
nonparticipation and full-time employment and less likely to move into
short hours part-time employment.
Robustness checks

To check the robustness of our results for some of the assumptions
made, we also tried specifications in which the dependent variable is
the two-year relative transition probability and the three-year relative
transition probability respectively. The results are more or less
comparable with the results presented in this chapter. In particular, the
‘stated preference’ variables showed very similar results. The tentative
conclusion might be that the mechanisms at work for year-to-year
transitions simply translate to longer time-periods.
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Furthermore we experimented with specifications in which the
preference variables (dummies for ‘wants more hours’ and wants less
hours’) were interacted with the household income variables,
nonlabour household income and labour income of other household
members, respectively. This did not lead to significant improvements
of the specification. Finally, we did rerun the analyses excluding the
‘students’ (workers that indicated to be in full-time education), this did
not significantly change the estimation results.
Comparison of the results and discussion

When comparing the results for the three different countries, the main
focus is on the ‘preference variables’; that is, whether the worker that
is currently in a part-time job wants to work more or less hours per
week. Given the number of other controls, the estimates found with
these preference variables give an indication of the possibilities that a
labour market and its institutions provide for an individual to align
his/her labour supply with his/her preferences. Furthermore the
functioning of these labour markets can also be compared with respect
to the effects of labour market history variables. This can be
interpreted as an indication of the presence of ‘scarring’ effects, in
particular for previous unemployment and flexible employment in
labour markets.
As could already be seen from the descriptive statistics, part-time work
is much more widespread in the Netherlands and to a lesser extent in
Great Britain than in Germany. But does that also mean that German
part-time workers have more trouble aligning labour supply with their
preferences?
The results in this chapter suggest that female part-time workers in the
Netherlands are indeed more likely to end up in their preferred hours
bracket. That is, when they want to work less hours they are more
likely to go to nonparticipation and short hours part-time and when
they want to work more hours they are more likely to go into full time
employment. For male Dutch workers in part-time jobs, their
preferences do not play a significant role, which could either mean that
they are somehow restricted to part-time employment, even when they
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want to leave this labour market state or that they have realized their
preferences in their current part-time job. In Great-Britain we see the
same situation for women when it comes to their preferences for either
less work or more work. Just as in the Netherlands, female British
workers are likely to realize their preferences and are more likely to
make transitions to nonparticipation and short hours part-time work
and to full-time work, respectively. Contrary to Dutch men, British
men however do succeed in realizing their preference for working
more hours.
German women are likely to realize their preference for working less
hours and German men are not. This could be an indication of the lack
of status associated with (short hours) part-time jobs in Germany. On
the other hand, both men and women do manage to find full-time
employment when they want to work more hours. In turn, this is in
line with the Corporatist nature of the German labour market that
favours fulltime employment, especially for breadwinners. We can
conclude that, in contrast to the Netherlands, augmenting the
terminology of Gallie and Paugam, Germany is a ‘Full employment
centred’ unemployment welfare regime. At the same time we can
conclude that the ‘Liberal/minimal’ unemployment welfare regime in
Great Britain has very similar outcomes as the ‘Part-time Employment
centred’ regime in the Netherlands, the main difference being that men
in the Netherlands are much more likely to work part-time and not
make a transition into full-time work, even when they want to.
For the employment history variables, we can observe marked
differences in the outcomes in the three regimes. Earlier spells of
unemployment increase the probability of going from long hours parttime to short hours part-time for men in the Netherlands. No effects are
found in Great-Britain neither for male nor female workers in long
hours part-time jobs. In Germany however, women with part-time jobs
that were in unemployment in the three years before, are more likely to
end up in unemployment/nonparticipation again. Other analyses (not
documented here), suggest that scarring effects of previous
unemployment exist for male full-time workers in Great Britain and
the Netherlands and for both male and female full-timers in Germany.
This is an indication that the scarring effect of previous unemployment
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for part-time workers is the biggest in Germany and the smallest in
Great Britain.
Similar effects could be expected for previous experience in standard
employment and non-standard, flexible employment, respectively.
Workers with previous experience in standard employment are
expected to benefit from that experience and maintain or increase their
attachment to the labour market when in part-time employment.
Experience in non-standard employment could have a negative
scarring effect on continued labour market attachment when the
perception is that these are second rate jobs or a similar effect as for
previous standard employment when non-standard work is perceived
as being not very different from standard work.
Previous experience in standard employment does perpetuate the state
of part-time employment in Germany, especially for women. Previous
experience in non-standard employment does lead to a higher
probability of working less for German women. So, in Germany nonstandard employment has a scarring effect similar too, but smaller than
the effect of unemployment. In Great Britain, the same positive effect
as in Germany is found for standard employment experience, and
again, especially for women. The effect of non-standard employment
experience is that women are likely to reduce their number of working
hours but are less likely to stop working. In this respect, the scarring
effect of non-standard employment is less prevalent in Great Britain,
compared to Germany.
In the Netherlands with its high level of non-standard employment, we
find a similar effect for previous experience in non-standard
employment as in Great Britain. As in the two other countries, the
effect of previous experience in standard employment is to perpetuate
part-time employment, especially for women.
Labour market history variables have fairly consistent and similar
effects in all three countries. Having said that, in Germany previous
unemployment and/or non-standard employment have more
detrimental effects than in the two other countries. Again, this could be
attributed to the focus on full time employment that is so prevalent in
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the German unemployment welfare regime. From the results for Great
Britain and the Netherlands we can learn that even though they have
quite different unemployment welfare regimes, the labour market
transitions patterns in these countries are fairly similar with respect to
employment history variables and scarring effects of unemployment.
Combined with the results we found for the preference variables it can
be concluded that Great Britain and the Netherlands are more
successful in facilitating individual labour market transitions than
Germany. The ‘Employment centred’ orientation of the German
unemployment welfare regime is too much ‘Full employment centred’.
The ‘Employment centred’ orientation in the Dutch unemployment
welfare regime is more geared towards part-time and non-standard
forms of employment and this could be an alternative way to reach a
fairly flexible labour market that can compete with the even more
flexible labour markets in a ‘Liberal/minimal’ unemployment welfare
regimes that is exemplified by Great Britain. This could also be a
possible explanation for the relative success of the Dutch and British
labour markets in terms of macroeconomic outcomes.
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Child younger than 6 yrs

Number of children

Dummy: Education high

Dummy: Education low

Age squared

Age

From: Part-time

To:

0.098
(0.27)

(0.23)

(0.69)

(0.44)
-0.035

-0.113

(1.07)

(0.02)
-0.032

-0.349

(0.77)

(2.99)***
0.003

-0.270

(3.48)***

(6.01)***
0.423

0.003

(3.33) ***

(6.18) ***
0.004

-0.237

Men

-0.289

Women

Nonparticipation

* significant at 10%; ** significant at 5%; *** significant at 1%

(1.31)

0.217

(3.95)***

0.300

(0.65)

-0.116

(2.71)***

0.429

(4.40)***

0.003

(4.43) ***

-0.225

Women

(0.13)

0.070

(0.51)

-0.114

(0.96)

0.384

(0.42)

-0.199

(2.43)**

0.003

(2.45) **

-0.249

Men

Short hours Part-time

(4.63)***

-0.603

(4.69)***

-0.321

(3.66)***

0.418

(1.67)*

-0.218

(2.02)**

0.001

(2.96) ***

-0.120

Women

Full- time

(0.73)

0.187

(1.25)

0.133

(0.68)

0.173

(2.29)**

-0.647

(0.89)

0.001

(1.55)

-0.094

Men

Table 1: etherlands (coefficients of multinomial logit estimation; dependent variable: relative transition probability from
part-time work), Robust z statistics in parentheses
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household

income
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Dummy: Wants more hours

Dummy: Student

Other household labour income /
1000

Nonlabour
/1000

From: Part-time

To:

Table 1 continued (etherlands)

0.233
(0.72)

(1.39)

(0.44)

(0.74)
-0.221

-0.219

(0.25)

(0.79)
0.239

0.001

(0.36)

(0.66)
-0.001

-0.004

Men

0.003

Women

Nonparticipation

Non-standard employment and mobility

(1.14)

-0.203

(3.93)***

1.179

(1.32)

0.003

(0.01)

-0.000

Women

(2.64)***

-1.473

(0.14)

-0.091

(2.11)**

0.010

(1.43)

0.015

Men

Short hours Part-time

(7.89)***

0.885

(0.46)

0.135

(0.88)

-0.001

(1.74)*

0.006

Women

Full- time

(0.74)

0.169

(3.38)***

-1.224

(2.16)**

0.007

(0.55)

0.004

Men

Standard employment in last 3
years

Unemployment in last 3 years

Non-standard employment in last
3 years

Dummy: Wants less hours

From: Part-time

To:

Table 1 continued (etherlands)

-0.067
(0.54)

(8.25)***

(0.83)

(0.15)
-0.442

0.395

(1.35)

(2.27)**
0.026

0.269

(1.35)

(2.68)***
-0.203

0.595

Men

0.412

Women

Nonparticipation

(9.20)***

-0.602

(1.03)

-0.229

(3.25)***

0.248

(2.45)**

0.398

Women

(1.71)*

-0.308

(1.99)**

1.069

(1.31)

-0.312

(0.37)

0.179

Men

Short hours Part-time

(5.26)***

-0.232

(0.10)

0.013

(0.26)

0.018

(1.02)

0.143

Women

Full- time

(2.29)**

-0.235

(0.81)

-0.325

(0.32)

-0.048

(0.08)

-0.032

Men
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Dummy: Year 1997

Dummy: Year 1996

Dummy: Year 1995

From: Part-time

To:

Table 1 continued (etherlands)

0.833
(1.94)*

(2.84)***

(1.71)*

(5.99)***
0.657

0.798

(1.98)**

(4.23)***
1.331

0.924

Men

0.977

Women

Nonparticipation

Non-standard employment and mobility

(1.17)

0.269

(2.01)**

0.481

(3.76)***

0.835

Women

(1.41)

0.796

(1.87)*

1.074

(0.62)

0.374

Men

Short hours Part-time

(0.00)

0.000

(0.13)

-0.023

(0.74)

-0.132

Women

Full- time

(2.88)***

0.873

(2.70)***

0.861

(0.02)

-0.008

Men

Constant

Dummy: Year 2000

Dummy: Year 1999

Dummy: Year 1998

From: Part-time

To:

Table 1 continued (etherlands)

2.260
(1.42)

(3.55)***

(1.16)

1.154

(1.12)

2.663

(0.26)

(1.81)*
3.236

0.145

(0.85)

0.468

Men

0.798

(2.03)**

(1.74)*

(0.93)
0.437

(1.73)*

(1.15)

0.211

Women

Short hours Part-time

0.416

0.787

Men

0.284

Women

Nonparticipation

(2.45)**

1.921

(1.04)

0.167

(0.74)

-0.125

Women

Full- time

(1.40)

1.759

(0.97)

0.306

(0.72)

0.240

Men
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Number of observations

From: Part-time

To:

Table 1 continued (etherlands)

4691

Women
691

Men

Nonparticipation

Non-standard employment and mobility

4691

Women
691

Men

Short hours Part-time

4691

Women

Full- time

691

Men

Age squared

Age

From: Part-time

To:

0.000
(0.87)

(9.19)***

(1.30)

(9.35)***
0.002

-0.050

Men

-0.202

Women

Nonparticipation

* significant at 10%; ** significant at 5%; *** significant at 1%

(6.52)***

0.002

(6.54)***

-0.195

Women

(2.32)**

0.002

(2.49)**

-0.148

Men

Short hours Part-time

(0.57)

0.000

(2.30)**

-0.066

Women

Full- time

307

(4.17)***

-0.002

(2.61)***

0.107

Men

Table 2: Great-Britain (coefficients of multinomial logit estimation; dependent variable: relative transition probability
from part-time work), Robust z statistics in parentheses
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household
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Dummy: Education high

Dummy: Education low

Nonlabour
/1000

Child younger than 6 yrs

Number of children

From: Part-time

To:

income

Table 2 continued (Great-Britain)

0.140
(0.51)

(1.86)*

(0.35)

(3.16)***
0.200

0.098

(0.25)

(2.15)**
0.369

-0.002

(1.57)

(1.73)*
0.005

0.568

(0.23)

(0.81)
0.207

0.031

Men

0.040

Women

Nonparticipation

Non-standard employment and mobility

(1.78)*

-0.272

(0.47)

-0.077

(0.05)

0.000

(0.07)

0.012

(2.04)**

0.138

Women

(0.10)

0.045

(0.18)

0.085

(0.27)

-0.003

(0.03)

0.019

(0.33)

-0.084

Men

Short hours Part-time

(3.39)***

0.348

(0.43)

-0.056

(0.60)

-0.002

(4.48)***

-0.490

(4.97)***

-0.303

Women

Full- time

(1.09)

0.310

(1.55)

0.466

(2.16)**

-0.018

(0.31)

0.098

(0.48)

-0.058

Men

Dummy: Wants more hours

Dummy: Student

Other household labour income /
1000

From: Part-time

To:

Table 2 continued (Great-Britain)

0.337
(1.22)

(0.04)

(1.06)

(0.02)
0.006

-0.429

(1.12)

(3.30)***
-0.006

-0.016

Men

-0.017

Women

Nonparticipation

(0.58)

-0.119

(2.50)**

0.995

(3.19)***

-0.025

Women

(0.49)

0.212

(0.56)

-0.336

(0.28)

-0.006

Men

Short hours Part-time

(7.82)***

0.858

(0.05)

-0.020

(1.60)

-0.007

Women

Full- time

(2.51)**

0.677

(1.45)

-0.586

(0.74)

0.008

Men
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Unemployment in last 3 years

Non-standard employment in last
3 years

Dummy: Wants less hours

From: Part-time

To:

Table 2 continued (Great-Britain)

-0.318
(1.41)

(0.04)

(0.20)

(3.04)***
-0.007

0.031

(0.97)

(3.88)***
-0.223

0.290

Men

0.436

Women

Nonparticipation

Non-standard employment and mobility

(0.23)

-0.056

(4.18)***

0.341

(2.69)***

0.443

Women

(1.07)

-0.459

(0.32)

0.067

(0.49)

0.266

Men

Short hours Part-time

(0.01)

-0.002

(0.68)

-0.048

(0.24)

0.031

Women

Full- time

(0.16)

-0.035

(0.10)

0.016

(1.04)

0.321

Men

Dummy: Year 1996

Dummy: Year 1995

Ethnic

Standard employment in last 3
years

From: Part-time

To:

Table 2 continued (Great-Britain)

-0.349
(1.02)

(2.12)**

(1.00)

(1.69)*
-0.334

-0.359

(0.77)

(0.24)
-0.272

0.964

(2.85)***

(9.98)***
-0.226

-0.290

Men

-0.420

Women

Nonparticipation

(0.52)

-0.123

(0.21)

-0.051

(1.00)

0.962

(4.35)***

-0.274

Women

(0.66)

0.425

(0.73)

0.468

(25.26)***

-31.120

(2.71)***

-0.517

Men

Short hours Part-time

(0.49)

0.081

(0.11)

0.020

(0.46)

-0.587

(1.78)*

-0.071

Women

Full- time

(0.47)

-0.184

(0.40)

0.144

(0.24)

0.332

(0.95)

0.103

Men
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Dummy: Year 1999

Dummy: Year 1998

Dummy: Year 1997

From: Part-time

To:

Table 2 continued (Great-Britain)

-0.790
(2.21)**

(4.97)***

(1.16)

(3.74)***
-0.772

-0.417

(1.99)**

(3.76)***
-0.622

-0.742

Men

-0.634

Women

Nonparticipation

Non-standard employment and mobility

(0.31)

-0.069

(0.39)

-0.096

(0.68)

-0.172

Women

(1.78)*

-1.374

(0.91)

-0.708

(0.44)

-0.307

Men

Short hours Part-time

(0.94)

0.148

(0.76)

0.128

(1.50)

0.261

Women

Full- time

(1.18)

-0.431

(0.20)

0.074

(0.46)

-0.181

Men

Number of observations

Constant

Dummy: Year 2000

From: Part-time

To:

Table 2 continued (Great-Britain)

802

(1.44)

(6.63)***
5602

1.089

(3.61)***

(5.85)***
2.961

-1.302

Men

-0.898

Women

Nonparticipation

5602

(2.64)***

1.605

(0.68)

-0.155

Women

802

(1.19)

1.433

(0.20)

-0.123

Men

Short hours Part-time

5602

(2.00)**

1.045

(0.36)

-0.059

Women

Full- time

802

(1.26)

-1.006

(0.77)

-0.267

Men
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Age squared

Age

From: Part-time

To:

0.000
(0.87)

(9.19)***

(1.30)

(9.35)***
0.002

-0.050

Men

-0.202

Women

Nonparticipation

* significant at 10%; ** significant at 5%; *** significant at 1%

(6.52)***

0.002

(6.54)***

-0.195

Women

(2.32)**

0.002

(2.49)**

-0.148

Men

Short hours Part-time

(0.57)

0.000

(2.30)**

-0.066

Women

Full- time

(4.17)***

-0.002

(2.61)***

0.107

Men

Table 3: Germany (coefficients of multinomial logit estimation; dependent variable: relative transition probability from
part-time work), Robust z statistics in parentheses

Non-standard employment and mobility

Child younger than 6 yrs

Number of children

Dummy: Education high

Dummy: Education low

From: Part-time

To:

Table 3 continued (Germany)

0.568
(1.57)

(1.73)*

(0.23)

(0.81)
0.207

0.031

(0.51)

(1.86)*
0.040

0.140

(0.35)

(3.16)***
0.200

0.098

Men

0.369

Women

Nonparticipation

(0.07)

0.012

(2.04)**

0.138

(1.78)*

-0.272

(0.47)

-0.077

Women

(0.03)

0.019

(0.33)

-0.084

(0.10)

0.045

(0.18)

0.085

Men

Short hours Part-time

(4.48)***

-0.490

(4.97)***

-0.303

(3.39)***

0.348

(0.43)

-0.056

Women

Full- time

(0.31)

0.098

(0.48)

-0.058

(1.09)

0.310

(1.55)

0.466

Men
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household

income

316

Dummy: Student

Other household labour income /
1000

Nonlabour
/1000

From: Part-time

To:

Table 3 continued (Germany)

-0.429
(1.06)

(0.02)

(1.12)

(3.30)***
-0.006

-0.016

(0.25)

(2.15)**
-0.017

-0.002

Men

0.005

Women

Nonparticipation
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(2.50)**

0.995

(3.19)***

-0.025

(0.05)

0.000

Women

(0.56)

-0.336

(0.28)

-0.006

(0.27)

-0.003

Men

Short hours Part-time

(0.05)

-0.020

(1.60)

-0.007

(0.60)

-0.002

Women

Full- time

(1.45)

-0.586

(0.74)

0.008

(2.16)**

-0.018

Men

Non-standard employment in last
3 years

Dummy: Wants less hours

Dummy: Wants more hours

From: Part-time

To:

Table 3 continued (Germany)

0.031
(0.20)

(3.04)***

(0.97)

(3.88)***
-0.223

0.290

(1.22)

(0.04)
0.436

0.337

Men

0.006

Women

Nonparticipation

(4.18)***

0.341

(2.69)***

0.443

(0.58)

-0.119

Women

(0.32)

0.067

(0.49)

0.266

(0.49)

0.212

Men

Short hours Part-time

(0.68)

-0.048

(0.24)

0.031

(7.82)***

0.858

Women

Full- time

(0.10)

0.016

(1.04)

0.321

(2.51)**

0.677

Men
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318

Dummy: Year 1995

Ethnic

Standard employment in last 3
years

Unemployment in last 3 years

From: Part-time

To:

Table 3 continued (Germany)

-0.359
(1.00)

(1.69)*

(0.77)

(0.24)
-0.272

0.964

(2.85)***

(9.98)***
-0.226

-0.290

(1.41)

(0.04)
-0.420

-0.318

-0.007

Nonparticipation
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(0.21)

-0.051

(1.00)

0.962

(4.35)***

-0.274

(0.23)

-0.056

(0.73)

0.468

(25.26)***

-31.120

(2.71)***

-0.517

(1.07)

-0.459

Short hours Part-time

(0.11)

0.020

(0.46)

-0.587

(1.78)*

-0.071

(0.01)

-0.002

Full- time

(0.40)

0.144

(0.24)

0.332

(0.95)

0.103

(0.16)

-0.035

Dummy: Year 1998

Dummy: Year 1997

Dummy: Year 1996

From: Part-time

To:

Table 3 continued (Germany)

-0.417
(1.16)

(3.74)***

(1.99)**

(3.76)***
-0.622

-0.742

(1.02)

(2.12)**
-0.634

-0.349

Men

-0.334

Women

Nonparticipation

(0.39)

-0.096

(0.68)

-0.172

(0.52)

-0.123

Women

(0.91)

-0.708

(0.44)

-0.307

(0.66)

0.425

Men

Short hours Part-time

(0.76)

0.128

(1.50)

0.261

(0.49)

0.081

Women

Full- time

(0.20)

0.074

(0.46)

-0.181

(0.47)

-0.184

Men
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Number of observations

Constant

Dummy: Year 2000

Dummy: Year 1999

From: Part-time

To:

Table 3 continued (Germany)

802

(1.44)

(6.63)***
5602

1.089

(3.61)***

(5.85)***
2.961

-1.302

(2.21)**

(4.97)***
-0.898

-0.790

Men

-0.772

Women

Nonparticipation

Non-standard employment and mobility

5602

(2.64)***

1.605

(0.68)

-0.155

(0.31)

-0.069

Women

802

(1.19)

1.433

(0.20)

-0.123

(1.78)*

-1.374

Men

Short hours Part-time

5602

(2.00)**

1.045

(0.36)

-0.059

(0.94)

0.148

Women

Full- time

802

(1.26)

-1.006

(0.77)

-0.267

(1.18)

-0.431

Men
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Summary and conclusions

Introduction
In the literature flexible labour is defined in many ways. The focus in
this dissertation is on employment contracts which are different from
the standard full-time permanent employment contract. For that reason
we have labelled them as non-standard or non-regular contracts. The
definition of flexible or non-standard labour embraces numerous forms
of non-standard employment contracts: part-time work, temporary
jobs, temporary agency jobs, on call contracts, substitute work, casual
work and min-max contracts. Important common characteristics of
these jobs are that they are often limited in duration, there is some
degree of uncertainty involved in the number of hours of work per
week; the number either being flexible or consisting of only a few
hours per week. The choice for the definition of flexible labour is also
determined by the practical requirement to be able to apply it in more
than one country for which reason country specific exemptions are not
taken into account. The terms flexible and non-standard labour are
used interchangeably in this dissertation.
The question that now arises is whether these jobs are a problem. Are
these jobs beneficial to workers careers or do they hamper their
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employment and wage careers. In other words, are non-standard
employees worse off than standard employees? Are non-standard jobs
only serve flexibility goals of employers or do they also serve the
employees flexibility in terms of being able to combine work and other
activities? Generally speaking, it is difficult to make economically
funded statements about these questions. As always: it depends. How
long do people have non-standard jobs? Do they use them as steppingstones towards standard employment often, or do they in the end lead
to exit into unemployment or nonparticipation? Do experiences in nonstandard jobs have similar scarring or stigma effects as unemployment
experiences? Answers to these questions are necessary to assess
whether the (further) promotion of non-standard jobs is desirable for
workers, the worker, the employer or the labour market as a whole.
This is relevant and important because many European governments
have opted for promoting flexibility by enlarging the opportunities for
employers to engage workers in non-standard contracts. International
organisations such as the OECD and the European Commission have
also supported policies that endorse labour market flexibility in general
and the creation of flexible contracts in particular.
A next set of questions deal with the mobility of non-standard workers:
which groups of workers (young/old, male/female, high/low education,
etc.) occupy non-standard jobs and to what extent do they move on to
standard employment in the following years? What factors determine
mobility into permanent jobs? To investigate these questions we look
the careers of individual employees and their labour market and job
mobility in particular. Do employees with a flexible (non-standard)
employment contract make a transition to a standard employment
contract or not? Do non-standard workers have a bigger probability to
find a standard job than unemployed workers or not? Which individual
characteristics (age, gender, educational level, etc.) and household
characteristics (number of people in the household, number of children,
etc.) are determining the transition probability and how large are these
effects? To what extent do differential effects of the same factors
account for the variation across countries? Can these differential
effects be attributed to different institutional arrangements on their
respective labour markets?
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Does the speed of the transition process from non-standard to standard
employment also result in increases in the wage level? Do workers on
flexible non-standard contracts indeed receive lower wages? And does
this effect still have an impact in the career later on? This type of
question relates to another form of economic mobility, wage mobility.
Apart from investigating the role of individual and household
characteristics on labour market transitions of individual workers, in
this dissertation we also attempt to assess the impact of institutions on
these transition patterns. A general hypothesis is that individual labour
market outcomes are also influenced by labour market institutions such
as the social security or benefit system, the tax system, labour relations
and labour law, to name the most important ones.
In the labour economics literature, the level of unemployment benefits,
the marginal tax rate and employment protection legislation have
played an important role in the discussions on the role of institutions
on the labour market. In the theoretical job search model that is applied
in most of the analyses in this dissertation, these institutions can be
incorporated without too much trouble. There are plenty of studies in
the literature which have tried successfully to deal with them. A bigger
problem is incorporating non-standard jobs into the theoretical job
search framework. This problem has not been addressed in much detail
in the labour economics literature. Therefore it is an important
challenge to which this dissertation tries to contribute in particular
from an empirical perspective.
To answer the questions mentioned above, we need repeated
observations on individual workers in different countries. In this
dissertation we use household panel data sets that provide detailed
information about the individuals and the households they live in.
Information is available on their labour market status, on their position
in the household, their employment history, etc. and on changes in
these variables over time. We have used data from three different
countries. For the Netherlands, the data were provided by Netherlands
Statistics (CBS) in the form of the Dutch Socio-Economic Panel (SEP).
For Germany, the data were provided by the Deutsche Institut für
Wirtschaftsforschung (DIW: German institute for Economic Research)
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in Berlin in the form of the German SOcio-Economic Panel (GSOEP).
Finally, the British Household Panel Survey data for Great-Britain are
provided by the Institute for Socio-Economic Research (ISER) at the
University of Essex. These country panels provide more in-depth
information and longer time series than the similarly designed
European Household Community Panel (ECHP), which has the
advantage of providing data for more EU countries but over a shorter
time horizon. The three national panel data providers are also
providing the (harmonized) data in the ECHP.
The panel data sets for the individual countries have in common that
they provide fairly detailed information about the type of employment
contract that workers possess in each year of the research period. The
data is available for a common period, from 1991 to 2001. We could
not make use of more recent data for Great Britain and Germany
because the Dutch Socio-Economic panel was discontinued after 2001.

Results by chapter
Chapter 1 is theoretical and gives an extensive overview of the
problems associated with incorporating non-standard jobs into standard
labour economics models. Since we only use employee data almost
exclusive attention is given to labour supply models describing the
behaviour of employees on the labour market. The behaviour of
employers is assumed to be exogenous and only plays a role in the job
search models in the form of the assumption of a constant number of
non-standard job offers occurring at regular time intervals to the
worker.

Another goal of the first chapter is to position the thesis in the theory.
The theoretical approach in this dissertation fits within the broader
spectrum of neoclassical labour economics theory and institutional
economics, respectively. Theories with regard to labour supply can
also be coarsely subdivided into these two strands of the literature.
They are often presented as contradictory and even mutually exclusive,
but it was shown that they might supplement each other rather than that
they contradict. The incorporation of institutions in the neo-classical
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framework enriches it and makes it a valuable tool for studying labour
market phenomena. There exists also more overlap between these
paradigms than their proponents often account for. The main research
questions in this dissertation are discussed and related to the various
theoretical concepts and earlier empirical work based on these
concepts.
On the basis of the theoretical models presented in the first chapter, in
Chapter 2 econometric models were presented that were subsequently
used in the empirical analyses in the chapters 3, 4, 5, 6, and 7. In this
chapter, it was argued that not all theoretical insights can be translated
into econometric empirical models with testable hypotheses. The
models in this dissertation are necessarily of a ‘reduced form’ since the
estimation of structural models would require data on the behaviour of
employers and these are not available for the countries in this study.
Three groups of econometric models were distinguished. Firstly, we
developed discrete transition models in order to analyse job mobility
patterns on the three labour markets. A number of labour market
statuses (e.g. nonemployment, non-standard employment and standard
employment) for employees can be defined and this translates into a
nominal, limited dependent variable with the values 0, 1 and 2. Then,
in each period the transition probabilities between different labour
market states could be modelled.
In a more advanced approach, one could also use (discrete) duration
models. In that case, the dependent variable is the duration of
occupying a certain labour market status, measured in either days,
weeks, months or years, rather than the transition probability. In a
well-knownspecification the duration of the (un)employment spell is
modelled by means of the so-called hazard rate, which is comparable
to the transition probability. The most important difference between
these two groups of models is the choice of the dependent variable.
Finally attention is paid to wage regression models. In these models the
dependent variable is the (hourly) wage, possibly transformed
logarithmically.
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In all of the aforementioned models, unobserved heterogeneity can
play a role. This stems from the practical impossibility to measure all
relevant characteristics of individuals. How ever many variables one is
able to use, how ever long the questionnaire, there will always be some
heterogeneity left unmeasured or unobserved. Unobserved
heterogeneity can be modelled explicitly by assuming that this
heterogeneity is distributed over individuals according to some known
distribution.
Chapter 3 is the first of 5 empirical chapters. In the third chapter
labour market outcomes of individual employees in the Netherlands are
described and explained. More specifically it is investigated whether
employees in non-standard jobs move to standard jobs, other nonstandard jobs or to inactivity/unemployment. Over the last 15 to 25
years, the number of flexible or non-standard jobs has increased
substantially in the Netherlands, as in many other European countries.
In the Netherlands 1 out of 5 employees had a temporary job and 1 out
of every 4/5 employees had a part-time job in 1998. Another 10 per
cent of employees worked in a short hours part-time job of less than 12
hours per week. A steadily increasing number of especially young and
female workers in the Netherlands have non-standard labour contracts
in the 1990s. Two forms of contractual flexibility play an important
role: temporary work and part-time work.

The primary goal in this chapter is to investigate which individual,
household, institutional and job characteristics have an impact on the
transition probability from non-standard to standard employment. The
main question to be answered is whether some workers in non-standard
contracts have higher transition rates than others. Another question
posed is whether we can establish a separate impact of institutional
factors on the transition probability, next to the effects of the usual
variables in labour economics: work experience, job tenure and other
variables indicating the level of human capital, the job search intensity
and job characteristics?
From the descriptives it is already clear that substantial numbers (about
25 per cent) of employees make transitions from non-standard into
standard employment each year. This means that the Dutch labour
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market cannot really be characterised as a ‘segmented labour market’
in this respect.
The results of the multivariate analyses indicate that workers in nonstandard jobs are more likely to move to non-standard jobs as they get
older. The relationship with age is inversely U-shaped because after a
certain age, they become less likely to make that transition. One could
say that if workers are in a temporary job when they are 30 years old,
there is no real problem with respect to the prospects for standard
permanent employment, but the problem arises when they are in a
temporary job when they are 50 years, unless they are already on the
track of retirement. A similar effect of age can be found for people
currently without a job, but only for transitions to standard
employment.
Married women in non-standard jobs or in
nonemployment are less likely to get a standard job than men. Nonemployed divorcees are more likely to find a standard job, but divorced
women in nonemployment are less likely to find standard employment.
The marital status seems to play an important role for women probably
related to the caring obligations women in the Netherlands have in
association with their marital status. It seems to be that women with
caring duties (and this is picked up by the marriage dummy variable)
are less inclined to accept a standard full-time job offer because it also
involves an increase in the number of working hours. The flexibility in
the number of hours in non-standard jobs might for women also be
important to prefer these jobs in particular life course stages above
standard jobs. We can however not exclude the possibility that there is
some discrimination against women in the Dutch labour market which
would lead to the rationing of standard jobs for women.
Older non-standard workers are not only more likely to move into
standard employment but also less likely to fall back into
nonemployment. At first sight this seems odd given the worse
employment position of older workers but it might mirror that nonstandard jobs are not only used as a ‘stepping stone’ into standard
employment but also as an exit route into retirement. This effect cannot
be found for transitions from non-employment into non-standard
employment. There the effect of age is negative and the chances of
finding a non-standard job are reduced for older workers.
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A puzzling finding is that the level of educational attainment does not
seem to affect the transition rates from non-standard jobs into
permanent jobs, though they do influence the relative probability of
making a transition from nonemployment into employment. Only a
higher vocational degree has a positive effect on moving into standard
employment from a non-standard job. This could signal the existence
of a selection (stigma) or ‘scarring’ effect of being employed in a nonstandard job for workers with either lower or higher secondary
education or a university degree. These ‘scarring’ effects might be the
result of the selection processes in employer’s hiring policies.
Other household income exerts a negative effect on the transition rate
to non-standard employment and a positive effect on the transition rate
into standard employment for the non-employed. This holds for both
non-labour income as for labour income of other household members.
Once employed (in a non-standard job) the effect of other household
income (labour or non-labour) becomes insignificant. A tentative
conclusion could be that both income sources act as a financial buffer
allowing the non-employed jobseekers to ‘wait’ for a standard job
offer, rather than accepting a non-standard job offer.
An important finding is that there is a high degree of path dependence
in labour market transitions. Earlier experience in standard
employment increases the transition probabilities into standard
employment, both for the non-employed and for non-standard workers.
Previous experience in either non-standard or standard employment
also reduces the probability of ‘falling back’ into nonemployment.
Prior unemployment does not reduce the chances of finding a job for
the non-employed but does reduce the chances of finding a standard
job for non-standard workers, which could be characterized as an
unemployment ‘scarring’ effect. Prior experience in a non-standard job
does not seem to have significant ‘scarring’ effects with respect to the
probability of finding a standard job. It might signal a labour market in
which segmentation has less to do with the existence of flexible or
non-standard jobs but much more with the inequality across people in
terms of the opportunities or chances they have to be employed, to stay
employed or to make a career on the labour market. For most workers
on non-standard contracts the non-standard job acts, at least in the
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Dutch case, as a ‘stepping stone’ into standard employment.
Furthermore it is very clear from the analyses in this chapter that
employment growth in the second half of the 1990s in the Netherlands
has increased the transition probabilities into both non-standard and
standard work. This just mirrors the situation that in economic upturn
periods employment increases and more workers make transitions from
non-standard jobs into standard jobs. A limit of the analysis in chapter
3 is that we had to aggregate over rather different categories of nonstandard contracts (small part-time jobs, temporary jobs, jobs with a
private employment agency, on-call contracts). The heterogeneity
among the non-standard jobs is rather large but the small number of
observations does not allow us to disaggregate further. With a larger
number of observations and/or more waves of data it will be possible
to perform separate analyses for different job types.
The major finding of Chapter 3 is that a lot of workers in non-standard
jobs find a standard job relatively quickly. About 25 per cent of
workers in non-standard employment make a transition into standard
employment the next year. In that respect, the ‘stepping-stone’
hypothesis seems to be confirmed. The determinants of the transition
probability are more or less comparable to the determinants that
appeared important in other labour economic analyses (e.g. wage
regressions), viz. human capital variables (age, education, previous
employment experience) household composition variables (marital
status, children) and income variables. It seems to indicate that the
selection and assignment or sorting of people to standard and nonstandard jobs as characterised by the wage level, the number of
working hours, the security involved etc. can be explained by the same
structural causes as the sorting of wages.
An important econometric finding is that there is no significant added
value of specifying a panel multinomial logit model with unobserved
heterogeneity for this analysis. Not only are the results in terms of the
parameter estimates and the fit of the model in both specifications very
similar, a formal test does not reject the simple model specification
(without an unobserved heterogeneity term). For this reason in
subsequent chapters (in Chapter 4 and 7 in particular) we will use the
simpler specification.
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For the purpose of labour market policy making in the Netherlands, a
number of things can be learned from this chapter. Non-standard
employment is not necessarily bad for the workers concerned, the
‘scarring’ effects are limited though they do exist for particular
categories of workers. Policies might aim at facilitating the transition
into a standard job in order to reduce this scarring effect. One could
think of (temporarily) subsidizing employers for hiring their nonstandard employees on standard contracts or to facilitate investments in
the training of these workers to improve their prospects. Current Dutch
labour market policies seem to do neither.
The results in this chapter raise a number of interesting questions.
Some issues, which could not be addressed in this chapter, deserve
thorough research. The role of self-employment (or having multiple
jobs) in these transition patterns in the Netherlands is not investigated
here but is an interesting area. Also the econometric specification of
this type of transition models deserves closer scrutiny. In particular
more specifications of a panel multinomial logit models need to be
explored. But most importantly, we should investigate the impact of
institutional factors and especially the role of the welfare state and in
particular labour market institutions on these labour market transitions
in an international comparative context.
This is exactly what has been done in Chapter 4. Again, it was
hypothesized that non-standard jobs can act as a stepping stone
towards standard employment and are therefore potentially helpful in
reducing unemployment.
For that to be true we must at least be able to observe substantial
numbers of transitions to standard employment from non-standard
employment. This was already established for the Netherlands in
Chapter 3. But also in Germany and Great-Britain the yearly transition
rates into standard employment were sufficiently large to employ the
kind of analyses we aim at. The main topic in this chapter deals with
the question to what extent the transition patterns differ across the three
countries and what the role of institutional differences across the three
European labour markets: Netherlands, Germany and Great-Britain can
be. The small number of countries does not allow us to test the role of
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institutional differences formally but if we find differences in transition
patterns and different determinants this might point to differences in
the way institions impact on these transition patterns. We deal with
questions as to whether non-standard jobs in all three countries are
indeed stepping-stones to standard employment or are they dead-end
jobs without much prospect for improvement of the labour market
position? What are the individual, household and job characteristics
that play a role in the transition rate to standard employment? Can
difference in the transition patterns between comparable employees in
the different countries be explained by differences in employment
protection legislation and social security institutions? These four
questions take centre stage in this chapter. An overview is given of the
relevant (changes in) employment legislation, social security and
income tax institutions in the three countries. From it we learn that
these institutions differ significantly in the three countries in our
research period.
Looking at the descriptive statistics we find that the transition rates to
standard employment are fairly similar for the Netherlands and
Germany at around 25 per cent per year for employees on non-standard
contracts. For Great-Britain this percentage is somewhat higher,
especially in the economic boom of the late 1990’s. This is an
indication that the less regulated labour market in Great-Britain enables
a higher transition rate at the aggregate level, at least in an economic
boom. Furthermore, it is consistent with the notion that a more liberal,
AngloSaxon labour market regime will result in a more dynamic
labour market.
With the multivariate analyses we confirm most of the findings for the
Netherlands in the preceding chapter. Age plays an important role in
the transition rate from non-standard to standard employment, also in
Germany and Great-Britain. The conclusion must be that for most
people in all three countries, non-standard employment is ‘a phase
they’re going through’. Looking only at the dependent variable, the
yearly transition probabilities and the determinants, all in all we find
that the similarities between the three countries are larger than the
differences even after controlling for a number of compositional
dissimilarities across the countries. A tentative conclusion might be
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that the macro-level institutions, however great the differences between
countries are, play a much less important role than the structural
factors such as human capital factors or the socio-economic conditions
on the labour market for explaining the individual transition
probabilities in this dissertation.
Somewhat puzzling are the effects we found for educational attainment
variables for workers in non-standard employment. The negative effect
of a higher education level on the transition rate to standard
employment in Germany stands out as being contrary to our prior
expectations. But also for the Netherlands and Great-Britain, we find
the hypothesis not confirmed that higher levels of educational
attainment will (ceteris paribus) lead to higher transition probabilities
from non-standard to standard employment. A possible explanation
might be a ‘selection’ effect due to the job search behaviour of the
higher educated people: they prefer to wait until a standard job arrives
and choose to stay unemployed rather than to start working in a nonstandard job. Those who have started to work in a non-standard job
could therefore be a select group of higher educated workers who
preferred such a job for other reasons. One reason might be that they
start working in non-standard jobs if there are very good prospects to
acquire a permanent job. It might also be that part of the higher
educated prefer to stay in the non-standard job they are occupying
because it allows them to combine work and other activities better (e.g.
caring or training) which might hold for women in particular. The
finding that for workers currently in non-employment, higher
educational attainment does result in higher transition rates into (either
non-standard or standard) employment might point to this selection
effect. In all three countries, a low level of one’s labour supply (in
terms of working hours per week) seems to reduce the prospects of
moving into a standard job. If this low labour supply is due to
leisure/homework preferences than this is a fairly logical result, but
when having a short hours part-time job is due to rationing of other,
more substantial jobs, then again this points to a ‘scarring’ effect.
Though our reduced form approach does not allow us to separate
supply factors (e.g. preferences) from demand factors (rationing) we
might investigate this matter in more detail when we focus the analyses
on transitions in part-time jobs as we do in Chapter 7.
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The effect of previous labour market experience in non-standard
employment on labour market transitions could be regarded as the
‘long-term’ effect of non-standard employment for individual
employees. It could signal a ‘scarring’ effect if experiences of
unemployment or working in non-standard jobs would have an adverse
effect on the transition into a standard job. In general we find that it
does increase the chances of finding standard employment for those
currently not employed. But for non-standard workers we found a
positive effect on the transition into a standard job in Germany, a
negative effect in the Netherlands and no effect in Great-Britain. One
interpretation could be that there is a scarring effect of non-standard
employment in the Netherlands but not in Great Britain and Germany.
For Germany it might point to the positive effects of the vocational
training or apprenticeship system that is quite unique for Germany. For
Great Britain it might signal the larger flexibility in the less regulated
British labour market causing the transition rates between jobs to be
larger and hence also the transition rate from non-standard into
standard jobs.
We also included a specific institutional variable to measure one
important institutional feature indicating the generosity of the social
security benefit system in a more direct way. The gross replacement
rate of the unemployment benefit, showed to have some effect in
Germany. Higher levels of the replacement rate led to higher transition
rates to standard employment. This could indicate that the degree of
decommodification in (or generosity of) the unemployment benefits do
not inhibit the transition to standard employment. From a policy
perspective, this is an interesting result.
Chapter 5 deals with the wage mobility consequences of accepting
non-standard jobs. There is overwhelming consensus amongst labour
economists that employees in non-standard employment
(‘flexworkers’) have lower wages than their colleagues in standard
jobs. But the theoretical underpinning of these wages differentials
differs. Do non-standard jobs belong to a separate, secondary segment
of the labour market? Are workers in non-standard employment less
productive?
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From a compensating differentials perspective one would even expect
that temporary workers would be paid more than permanent workers,
in order to compensate for their lack of job security. This
‘compensating differentials’ approach can be confronted with a
‘segmented labour market’ approach in which one would expect lower
wages for temporary work. To further complicate matters, ‘implicit
contract theory’ can be used to analyse the wages in non-standard
employment in a working life perspective. Then, lower wages for nonstandard jobs, can be explained from the fact that these occur
predominantly in the early stages of a working career. This chapter
does not provide a final answer to which theory is more appropriate.
But its results do confirm that non-standard jobs have lower hourly
wages, when taking individual differences between workers and
selection mechanisms into account. Furthermore we found that these
lower hourly wages also reduce hourly wages later on in the career
pointing to a long-term scarring effect. Combined with the negative
‘scarring’ effect of previous experience in non-standard jobs on present
hourly wages, this leads to the conclusion that non-standard jobs are
‘bad’ jobs in the sense that they have lower wages and also reduce
future income prospects. But compared to people remaining in
unemployment, these workers have better prospects to find a
permanent job. This is beneficial for one’s wage prospects and will
thus result with smaller ‘scarring’ effects in terms of lower wages.
Eventually they might be better off if the transition to standard
employment does not take to long. Non-standard jobs may be ‘bad’
jobs in terms of wages, but could lead to better’ employment options
for the future.
Again, we found no major differences between the determinants of
wages in the three different countries. Wage formation, however
different it is in the three countries, does lead to fairly similar
determinants on the level of the individual employee. This is again an
indication that structural factors are more important than the
institutional factors. However, as indicated before, it cannot be ruled
out that they these institutional factors affect the transition patterns and
indirectly, wage formation also.
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Temporary jobs come with lower hourly wages and short hours parttime jobs with higher wages in all three countries. No compensating
differentials mechanism seems to be in place for temporary work. In all
three countries, temporary work belongs to a secondary segment in this
aspect. The higher wages for short-hours part-time jobs can be
explained by the progressiveness of the tax-system, but we could not
exlude the possibility that this is due to measurement error.
So what can we learn for policies from the results in this chapter?
Again we establish some sort of scarring of non-standard employment,
both directly (non-standard employment comes with lower hourly
wages) and in the longer term (previous experience in non-standard
employment also leads to lower hourly wages in subsequent
employment). Compared to permanent jobs they seem to be ‘bad’ jobs
but compared to staying unemployed they render better options for
employment and wage careers in the future. We also saw that the
scarring effects are smaller in Germany and Great Britain for different
reasons. In Germany the apprenticeship system is important in assuring
that the transition into standard jobs is improved and in Great Britain
the flexibility allowed to employers seems to assure a higher transition
rate into permanent employment. In normative terms, labour market
policies should allow for flexibility but at the same time safeguard
employment security by promoting the transition into standard jobs.
This might be achieved by stimulating investments in education and
training of non-standard workers.
In Chapter 6 we elaborate on the notion that workers with a flexible,
temporary contract have an inherently larger probability of
unemployment than permanent workers. On the other hand they also
have a lower probability of unemployment in the longer term
compared to the unemployed. To investigate the issue further we
compare the duration of unemployment spells of former temporary
workers and former permanent workers. The issue is also relevant from
a policy perspective because a larger amount of flexibility in the form
of more temporary jobs (or less regulation in the hiring and firing of
workers in general) is expected to raise employment levels and to
lower the length of unemployment spells. As a result of such polices,
employers would supposedly be less reluctant to employ workers. The
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growth in the number of temporary jobs, especially in the Netherlands
and Germany, might be seen as the result of the trend to labour market
flexibilisation. The increase in the number of temporary jobs is an
example of this flexibilisation trend, but at the same time contributes to
higher levels of uncertainty (higher unemployment probability) for the
workers involved. This level of uncertainty is potentially higher in
countries with more strict employment protection regulations, such as
in Germany and lower in less regulated countries such as in Great
Britain.
Permanent jobs offer more security in countries with a high level of
employment protection legislation (EPL) than in countries with lower
levels of EPL. On the other hand, temporary jobs offer less security in
high EPL countries with a segmented labour market protecting the
insiders than in low EPL countries. Therefore the job security of
permanent jobs must be weighted against the lack of job security of
temporary jobs. In Great Britain the job security of permanent workers
is lower and the employment security of temporary workers
presumably higher due to a higher transition rate into permanent jobs.
In Germany the job security in permanent jobs is higher but the
employment security of temporary jobs lower due to a lower transition
rate into permanent jobs. (compare Figure 4-1 and 4-2 in Chapter 4)
Spells of unemployment start when workers are laid off, made
redundant, or when their temporary contract ends. Because temporary
employees have an inherently higher probability to become
unemployed and because temporary employment is such a widespread
phenomenon in many countries, it is interesting to see whether the
duration of unemployment spells differs between former temporary
employees and former permanent employees. We hypothesize that the
unemployment spells for former temporary workers are shorter than
those for former permanent workers. When this is not the case,
temporary workers do face more and equally long unemployment
spells than workers who had a permanent job and became unemployed.
In policy terms this would signal the impaired chances of temporary
workers for an employment career and would imply that promoting
temporary employment might instead lead to higher unemployment
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particularly in a recession. If this turns out to be true it would again
point to a scarring effect of working in temporary jobs.
The preliminary conclusion in this chapter, based on descriptive
statistics about unemployment spell durations is that the average
unemployment spell for former temporary workers is indeed shorter
than that for former permanent workers who became unemployed. At
first glance temporary jobs indeed seem to contribute to improve future
employment chances.
But when we further analyse this in a multivariate context, it turns out
that this difference does not stand. In a multivariate duration analysis,
the effect of temporary work directly prior to unemployment is
insignificant for both men and women in Great-Britain and it has a
negative effect on the chance to escape unemployment for German
men. In the long term, temporary employment does not increase the
outflow out of unemployment either, for men and women in Great
Britain and Germany. One could argue that this is due to a selection
effect because temporary workers not moving into permanent
employment are a selective group of workers with ‘worse’ prospects
compared to temporary workers who moved into a permanent job. But
for that reason, we tried to control for a rather large number of
influencing factors such as personal and household characteristics and
human capital endowments. So this selection mechanism is expected to
be of minor importance though it cannot be ruled out entirely. The
results certainly echo a warning against too much optimism about the
positive effects of promoting temporary employment as a means to
reduce unemployment.
In Chapter 7, the focus is on part-time work and the role of
institutions and preferences on transitions from part-time work into
full-time work or into other employment statuses. From descriptive
statistics we can learn that part-time work is much more widespread in
the Netherlands and to a lesser extent in Great Britain than in
Germany. In the Netherlands, the share of part-time work for women
but also for men is the highest in Europe because of which it is called
the first part-time economy in the world. We expect that in a country
where full-time work is the norm for men and women (such as in Great
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Britain) we will see different effects on the transition patterns between
part-time and full-time work than in a country where or where parttime work is the norm for women and full-time work for men (e.g. in
the Netherlands). Germany will be somewhere in between; it can be
characterize as a ‘breadwinner’ welfare state where less women work
part-time and more women do not work at all, but where full-time
work is the norm for men. We contend that dependent on the
classification into some employment regime type, preferences for
working part-time differ across countries and that these differences in
preferences will affect the transition rates into full-time work.
For that reason we include in our transition models the stated
preferences about the preferred number of hours per week to gain more
insight into these working time transition patterns in the three
countries. We also contend that the large heterogeneity involved in
part-time jobs, also associated with the number of hours part-timers
work per week, is related to these differences in preferences for
working times among women and that this will have an impact on the
transition probabilities. The more part-time work differs from the
standard full-time job the more it might also have a ‘scarring effect’ on
the future employment and wage careers of those who it concerns.
The results in this chapter suggest that female part-time workers in the
Netherlands are more likely to end up in their preferred hours bracket.
It shows that in a country where the norm is to work part-time for
women, women are better able to realise their preferences though it
might take some time. Male Dutch workers still tend to work full-time
but when they work in part-time jobs; their preferences seem not to
play a significant role. This suggests that for men, working in a parttime job acts as the second-best option whereas for women a part-time
job is often a preferred option they try to attain in the short or longer
term.
In Great-Britain we find similar outcomes for women when it comes to
their preferences for either working less or more hours. Just as in the
Netherlands, female British workers tend to be able to realize their
working hours preferences and are more likely to make transitions into
full-time work when they want to work more hours and to move into
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non-participation and short hours part-time work when they want to
work less hours. But also men who want to work more hours seem
capable of realising their changed working time preferences. The
British labour market seems just as the Dutch labour market
sufficiently flexible to honour the working time preferences of women
by offering them the options that allow them to work more or less
hours. But the British labour market even outperforms the Dutch one
since contrary to Dutch men, British men indeed do succeed in
realizing their preference for working more hours. The preferences of
men to work less hours play in both countries no important role
indicating again that for men part-time jobs are either a preferred
option or a stepping stone into full-time jobs.
Both, German men and women in part-time employment are less likely
to realize their preferences for working fewer hours. This could be an
indication of inflexibility of the German internal labour market and the
incapacity to provide for short hours part-time jobs. Employers tend to
offer full-time jobs instead of part-time jobs. On the other hand, if men
or women want to work more hours the labour market is able to offer
them full-time jobs. It seems that even more so than in Great Britain
the norm in Germany is to work full-time or nearly full-time certainly
for men but also for women. For women the norm seems to be that
they do not work at all, but when they work they work at least long
hours part-time. This fits perfectly in the ‘breadwinner’ oriented
corporatist features of the German labour market that favours fulltime
employment, especially for breadwinners.
For the employment history variables, signalling the path dependency
in individual labour market experiences, we observe marked
differences in the size and direction of the effects between the
countries. But overall the labourmarket history variables seem to exert
significant effects in all three countries. The current labour market
prospects people have, seem to be dependent on previous employment
statuses. The more past history concerns permanent full-time jobs the
better the position of the person involved is; the more the experience
concerns unemployment or employment in non-standard jobs the less
favourable the future position tend to be signalling the ‘scarring’
effects of unemployment and temporary jobs. In Germany previous
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unemployment and/or non-standard employment exert stronger
scarring effects than in the two other countries. This could be attributed
to the focus on full time employment that is so prevalent in the German
labour market. From the results for Great Britain and the Netherlands
we can learn that even though they have quite different labour market
institutions , the results show that the labour market transitions patterns
in these countries are fairly similar with respect to the effects of
employment history variables and scarring effects of unemployment.
If we combine these results with the ones found for the preference
variables it can be concluded that Great Britain and the Netherlands
appear more successful in facilitating individual labour market
transitions than Germany. German labour market policies are likely too
much centered on full-time employment, at least in this observation
period. The ‘employment focused’ orientation in the Dutch labour
market is more geared towards part-time and non-standard forms of
employment which could be an alternative way to attain a fairly
flexible labour market that can even compete with the less regulated
British labour market. This could also explain the relative success of
the Dutch and British labour markets in terms of their favourable
macroeconomic outcomes during the late 1990s when most European
countries faced an economic upturn period.

To conclude
The research in this dissertation contributes to empirical labour
economics research in three ways. Firstly it has investigated individual
job mobility patterns for employed and unemployed workers for over a
decade with the use of panel data in three European labour markets that
are rather distinct in terms of their labour market institutions and
regulations. It shows that short spells of unemployment or nonstandard, flexible employment are not necessarily detrimental or
‘scarring’ to workers’ future careers. Only few people are really
trapped in disadvantageous positions and most appear to be able to
escape and to improve one’s position over time. In particular, we have
observed a fair amount of mobility or transitions from non-standard
jobs into standard employment.
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Non-standard jobs turn out to be ‘bad’ in the sense that they pay lower
wages and reduce future earnings. Therefore it is important that labour
market policies in different European countries are geared towards
enabling and promoting labour market transitions, in particular
transitions into standard employment.
This does not mean that permanent, full-time employment should be
considered to be the most preferable socio-economic status. Depending
on individual preferences and circumstances, some workers would
prefer temporary or part-time employment. But in most countries the
notion that permanent full-time employment is something everybody
should strive for, is at least implicit in labour market policies.
Irrespective of one’s stance in this debate, it is important to gain insight
in individual labour market transition patterns and its effects on the
future career. One of the contributions of the research in this
dissertaton is the examination of these effects, in particular whether
they are disadvantageous (‘scarring’) or not. Associated with these
differential effects are theories about non-standard employment being a
‘dead-end’ in a career or theories about non-standard jobs being
‘stepping stones’ into standard jobs.
The second contribution stems from a careful analysis of the
determinants of labour market transition patterns, including the
determinants related to effects of labour market institutions such as the
unemployment benefit system. We included the unemployment benefit
system replacement rate as a potential determinant. Furthermore we
investigated the effects of personal and household characteristics,
human capital endowments and past working experiences on mobility
patterns. We also investigated the role of preferences with respect to
working time transitions. All these factors were derived from the rich
economic literature on the subject. Most of the predictions we have
formulated at the start were confirmed except for the impact of the
human capital variables, in particular educational attainment, on the
transition from non-standard employment into a standard employment.
We concluded that a ‘selection’ effect might account for the reverse
effect of high education. High educated workers tend to wait for a
permanent job rather than to accept a non-standard job but when they
enter such jobs it is either because it better fulfils their preferences or
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that they are somehow not able to find a permanent job. In both cases
this will result in a lower transition rate to standard employment. We
also found strong evidence for the occurrence of path dependency
effects mirroring the ‘scarring’ effects of unemployment and nonstandard work experience.
With respect to the specific institutional variables two problems have
occured: firstly it appeared difficult to operationalise and measure
institutions at the level of the individual worker in order to incorporate
them into quantitative micro econometric analyses. Because the
number of countries was only three we could not formally test the
impact of the institutional set-up on the observed mobility patterns.
Therefore, we needed to use a more qualitative approach applying
plausibility reasoning to interpret the (different) outcomes for the three
countries with respect to the institutional features of the different
systems in mind. Secondly, the variation in institutions within
countries is often limited, even for long time periods. Institutions
change only slowly. That means that though we did not examine in a
very detailed manner at the country level the changes in institutions
and their effects on transition patterns over time, even if we had done
it, we might have had little to work with in terms of variability, even at
the country level. This aspect of the analyses is surely a candidate for
further scrutiny in future research.
That brings us to the third contribution of this dissertation: the
international comparison. This enabled us to study a wider variation in
institutions because the institutional set-up seemed to be rather
different in the three countries. In the chapters (4, 5, 6 en 7) in which
countries are compared, the results of the analyses were slightly
contradicting to what we expected since the institutional differences
did not seem to exert a clear impact on the individual transition
patterns in the sense that structural differences or causes (e.g. gender
and human capital endowments) seem to be more important than
institutional ones. Given that we could not apply a formal test, we
cannot conclude that institutions do not matter; for that we need
comparative research using information on a larger number of
countries or institutions such as in the SILC (Statistics on Income and
Living Conditions) dataset covering 25 countries of the EU. Other
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research in which the role of specific institutions is investigated in
more detail has shown that institutional changes do seem to exert a
significant impact on the transition patterns on the labour market.
The policy relevance of this dissertation is twofold. On the one hand
labour market policy could actively promote flexible labour and on the
other hand it also could act in response to autonomous developments in
the labour market.
With respect to policies that actively promote flexible labour, the
research in this dissertation shows that unlimited flexibilisation in the
form of promoting more non-standard jobs will not necessary lead to
better labour market outcomes. Having said that, the research also
shows that it is likely that a well developed non-standard employment
segment in the labour market will improve the labour market prospects
for the unemployed. Such a policy would be a logical implication of
adopting the ‘stepping stone’ theory, for which some proof can be
found this dissertation.
On the other hand, policies might focus on regulating non-standard
jobs to such extent that non-standard jobs in terms of wages,
employment security, and work content are becoming more similar to
standard jobs. Such a policy would be in accordance with the ‘deadend’ or ‘scarring’ thesis and would be aimed at reducing the ‘dead-end’
effect and the ‘scarring’ by improving the quality of non-standard jobs.
This is an example of a policy that considers non-standard jobs as the
result of autonomous exogenous developments (firm behaviour) on the
labour market to which policies should adapt itself to ensure the best
possible outcomes.
The findings in the thesis show that neither the ‘stepping stone’ nor the
‘dead-end’ thesis tells the whole story. Both are true in a sense but
which thesis is more relevant depends, among other things, on the
institutional context. Strictly regulated labour markets with policies
protecting the insiders seem to perform worse in terms of getting
workers in non-standard jobs into permanent standard jobs. More
‘flexible’ less regulated labour markets perform better in getting these
people into permanent jobs but without being able to prevent ‘scarring’
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effects in terms of wages and future employment careers to occur. Both
types of institutional set-ups seem to pay a price, either a high yearly
mobility rate into standard jobs is attained but with loss of wages and
employment security over time, or a lower yearly mobility into
permanent jobs is accepted but with a better employment security in
the longer term. What is to be preferred depends on the balance
between flexibility and security that a labour market policy wants to
achieve.
The three countries under investigation in this dissertation, all faced
quite different developments on their respective labour markets in the
1990’s. The Netherlands was confronted with a rapidly increasing
number of non-standard (temporary and part-time) jobs, combined with
a strong reduction in unemployment. Great Britain had a relatively
stable number of non-standardjobs and also reduced unemployment
whereas Germany had a considerable increase in the number of nonstandard jobs but appeared markedly less successful in reducing
unemployment in this period. Furthermore, when we look at the
individual labour market outcomes in the three countries it is far from
certain that higher numbers of non-standard jobs will have a positive
impact on the performance of the labour market in the long run.
The findings of the thesis show that countries in terms of policies seem
to react very differently to the changes in the economic context and the
international developments in this period that might be held
responsible for the rise in non-standard contracts. The Netherlands
tried to regulate the conditions under which people work in nonstandard jobs with the Flexibility and Security Act (Wet Flexibiliteit en
Zekerheid) that took effect in 1999. It was an attempt to provide a
balanced answer to the need for labour flexibility of employers and the
need for employment security of employees. In the less regulated
British labour market there is also less call for regulations concerning
non-standard employment, due to the liberal policy tradition they
embrace. In addition, the number of non-standard jobs in Great Britain
has not changed considerably. Great Britain achieve flexibility already
in the segment of permanent jobs which render much more flexibility
to employers, compared to The Netherlands and Germany. But the
flexible, less regulated British labour market also ensures that many
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workers are assured of employment security, not job security, because
of the larger mobility or turnover. Germany had the most worries of the
three countries, at least in the 1990’s. It had a sizable growth in the
number of temporary jobs, but at the same time the unemployment
level rose strongly. The response of the German government (end of
the 1990’s, Chancellor Schöder) consisted of an attempt to increase the
level of flexibility and to reduce the level of regulation on the labour
market.
Great-Britain should worry about the limited access to job-related
training and schooling that is almost exclusively offered to permanent
staff. This will endanger the longer-term position of workers in nonstandard jobs and will add to the scarring effects these workers already
have to face in terms of wages and employment careers. It also
enforces the inequality and stratification between the various contract
types and will eventually weaken the performance of the labour
market. For the Netherlands, the policy to combine flexibility and
security might be a successful road because it seems supported by all
parties involved and the labour market outcomes are favourable. The
level of regulation is at the intermediate level and seems not to inhibit
the proper functioning of the labour market. The advocates of
liberalisation of the employment protection regulations might be
overstating the positive effects which they foresee in terms of the
growth in permanent employment but the advocates of more protection
might not close their eyes for the positive effects of increased
flexibility levels also in terms of the opportunities and prospects it
offers to particular groups of workers. Further research should be
conducted to learn more about the transition probabilities into
permanent employment for temporary jobs that the government had
created under the heading of active labour market policies (Melkert
jobs, ID jobs, job pool) to permanent jobs. The plans of the German
government (also under Chancellor Merkel) for further flexibilisation
of the German labour market are risky. The German economy is still
characterized by a relatively high share of manufacturing firms. This
will result in another need for flexibility, possible even at a lower level
than in the Netherlands or Great-Britain. Rather the German
government should aim for improving the quality of the existing
flexible jobs and point out the transition perspective in these jobs to
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encourage the inactive in the German labour market to accept these
jobs. The German government might also aim at further raising the
transition probabilities into permanent jobs through the apprenticeship
system which seems to warrant improved employment and wage
prospects for the young job seeker.
The study and analyses in this dissertation raise a number of new
research questions. Surely, it provides insights into the determinants of
labour market transitions on different European labour markets. But
the emphasis was mainly on transitions into permanent fulltime
employment. In some chapters references were made to transitions into
non-employment, but this issue could have been explored in further
detail. These transitions are equally relevant for labour market policy,
especially for polices concerning the increasing number of older
workers and (early) retirement.
In this dissertation we used several more or less advanced econometric
techniques. We encountered several problems in trying to use these for
estimating our models of interest, and not all of these problems have
been solved entirely. These problems refer among other things to the
estimation of a panel multinomial logit model and the careful
incorporation of a double selection mechanism in a wage regression
model. These econometric issues deserve even more consideration in
further research.
Institutions of social security, employment protection legislation and
tax systems obviously play an important role in the transition patterns
described in this dissertation. The operationalisation and measurement
of these institutions is a study in itself. For example, the
collection/construction of replacement ratios for different benefits,
household types, countries and years is a time consuming enterprise.
This dissertation benefited from work by the OECD in this field, but
there is still a lot to be done. Furthermore, more research is needed into
differences between national tax regimes. Simply using gross and net
wages is not sufficient to capture the institutional differences between
countries.
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All in all I am convinced that the topic of this dissertation and the type
of analyses used in this dissertation can be the starting point for an
extensive research programme that could occupy labour economists for
many more years. A research programme above all that does justice to
the complexity of the labour market and the behaviour of its workers.
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9
Samenvatting en conclusies

Inleiding
Flexibele arbeid, niet-reguliere banen, niet-standaard of atypische
arbeidscontracten zijn verschillende termen voor werk waarbij het
contract afwijkt van het gangbare standaard contract voor onbepaalde
tijd. In dit proefschrift gebruiken we de term ‘niet-standaard’ om dit
soort banen aan te duiden. Onder de gebruikte definitie vallen (kleine)
deeltijdbanen, tijdelijke banen, banen via een uitzendbureau,
oproepcontracten, enz. De belangrijkste overeenkomsten tussen dit
soort banen is dat ze veelal van korte duur zijn en dat er onzekerheid
bestaat over het aantal te werken uren per week. Dat aantal is ofwel
niet bekend, ofwel erg laag. De keuze voor een dergelijke definitie van
flexibele arbeid is mede ingegeven door de wens deze definitie in een
internationaal vergelijkende context te kunnen gebruiken. Om deze
reden zijn niet alle eigenaardigheden van arbeidsmarkten in
verschillende landen meegenomen in deze definitie. De termen
flexibele arbeid en niet-standaard contracten zullen in deze dissertatie
als synoniem worden gehanteerd.
De vraag die zich nu aandient is in hoeverre deze flexibele banen
nuttig of problematisch zijn op de arbeidsmarkt. Werken deze banen in
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het voordeel van werknemers of zijn ze nadelig voor hun loopbaan?
Zijn flexibele banen alleen nuttig voor de flexibiliteitswens van
werkgevers of kunnen spelen ze ook een rol in de flexibiliteit die nodig
is werknemers om werk en bv. zorg te kunnen combineren? In het
algemeen is het lastig om hier gefundeerde economische uitspraken
over te doen. Zoals zo vaak, hangt het er vanaf. Hoe lang blijven
werknemers aangewezen op flexibele banen? Gebruiken ze deze banen
als opstapje naar regulier werk of vallen ze uiteindelijk weer terug in
werkloosheid of inactiviteit? Zijn er negatieve effecten van een
flexibele baan op langere termijn vergelijkbaar met de (negatieve)
effecten van een periode van werkloosheid?
Antwoorden op deze vragen zijn noodzakelijk om vast te stellen in
hoeverre het (verder) stimuleren van flexibele arbeid gewenst is vanuit
het perspectief van werknemers, werkgevers of de arbeidsmarkt en
daarmee de samenleving in zijn geheel. Dit is relevant en belangrijk
omdat veel regeringen van Europese landen gekozen lijken te hebben
voor flexibilisering van hun arbeidsmarkt door het faciliteren van
flexibele, vaak tijdelijke arbeidscontracten. Internationale organisaties
als de OESO en de Europese Commissie ondersteunen beleid dat
tijdelijke en andere flexibele banen en arbeidsmarktflexibiliteit in het
algemeen bevordert en moedigen het zelfs actief aan, tot op de dag van
vandaag.
Een volgende set van vragen heeft te maken met de mobiliteit van
werknemers die geconfronteerd worden met een groter ‘segment’ van
niet-reguliere, flexibele banen. Welke groepen werknemers (jong/oud,
man/vrouw, hoog/laag opgeleid) krijgt vooral met deze flexibele banen
te maken en welke groepen hebben een grotere kans om in de volgende
jaren door te stromen naar regulier werk? Welke factoren spelen een
rol bij de overstap naar vast werk? Om dit type vragen te
beantwoorden kijken we in dit proefschrift naar de loopbanen van
individuele werknemers, naar hun mobiliteit op de arbeidsmarkt en in
het bijzonder naar hun baanmobiliteit. Maken werknemers met een
niet-standaard contract de transitie naar vast werk of niet? Hebben
werknemers met een flexibel contract meer kans op een vaste baan dan
werklozen of niet? Welke individuele kenmerken (leeftijd, geslacht,
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opleidingsniveau, etc.) en huishoudkenmerken zijn van invloed op de
transitiekans naar vast werk en hoe groot is die invloed? In hoeverre
zijn deze effecten verschillend in verschillende landen en zijn deze
verschillen terug te voeren op institutionele verschillen?
Is er ook een samenhang tussen de transitiepatronen tussen flexibel en
vast werk en de hoogte van het loon? Hebben flexibele werknemers
inderdaad lagere lonen? En leidt dit ook tot negatieve effecten op het
loon later in de loopbaan? Deze vragen hebben betrekking op een
ander type mobiliteit, nl. loonmobiliteit.
Naast het in kaart brengen van de individuele en huishoudkenmerken
die bepalend zijn voor de transitiekansen van individuele werknemers,
proberen we in dit proefschrift ook de invloed van instituties op deze
transitiepatronen vast te stellen. De algemene hypothese is dat de
verschillen in nationale arbeidsmarktinstituties zullen leiden tot
verschillen in transitiepatronen of verschillen in de determinanten van
die
transitiepatronen.
Voorbeelden
van
dergelijke
arbeidsmarktinstituties zijn het sociale zekerheidsstelsel, het
belastingsysteem en het arbeidsrecht. In de arbeidseconomische
literatuur hebben de hoogte van werkloosheiduitkeringen, de marginale
belastingvoet en het ontslagrecht een belangrijke rol gespeeld in het
onderzoek naar de rol van instituties op de arbeidsmarkt. In het
theoretische baanzoekmodel dat in dit proefschrift wordt gebruikt,
kunnen deze instituties vrij gemakkelijk geïncorporeerd worden.
Verschillende studies hebben dit in het verleden met succes gedaan.
Een groter probleem is het incorporeren van niet-standaard contracten
in het theoretische baanzoekmodel. Dat is in de arbeidseconomische
literatuur nog niet in voldoende mate en detail gebeurd. Dat is hiermee
een belangrijke uitdaging voor dit proefschrift waarin dit vooral vorm
zal krijgen in het empirisch onderzoek.
Om de bovenstaande vragen te kunnen beantwoorden hebben we
herhaalde waarnemingen nodig voor individuele werknemers in
verschillende landen. In dit proefschrift gebruiken we panel
gegevensbestanden voor huishoudens. Deze bestanden bevatten
gegevens over individuen en de huishoudens waarin ze leven. Er is
informatie beschikbaar over de arbeidsmarktstatus van het individu,
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zijn status binnen het huishouden, het arbeidverleden, enzovoorts en dit
alles van jaar tot jaar. We hebben gegevensbestanden gebruikt van drie
verschillende landen: Nederland, Duitsland en Groot-Brittannië. De
gegevens voor Nederland komen van het Centraal Bureau voor de
Statistiek (CBS) in de vorm van het Sociaal-Economisch Panel (SEP).
Voor Duitsland worden de gegevens beschikbaar gesteld door het
Deutsche Institut für Wirtschaftsforschung (DIW) in Berlijn. Dit
gegevensbestand wordt het German Socio-economic Panel (GSOEP)
genoemd. Ten slotte zijn de gegevens uit het British Household Panel
Survey (BHPS) voor Groot-Brittannië beschikbaar gesteld door de
University of Essex, Institute for Socio-economic Research (ISER).
Deze landenpanels bevatten meer informatie en over een langere
periode dan het European Community Household Panel dat een met de
landenpanels vergelijkbare opzet heeft. Deze laatste gegevensbron
bevat wel informatie over meer Europese landen, maar voor een
beduidend kortere periode.
De panelgegevensbestanden voor de drie individuele landen hebben
gemeen dat ze alle drie gedetailleerde informatie bevatten over het type
arbeidscontract dat werknemers hebben in elk jaar van de
onderzoeksperiode (1991-2001). Voor het Duitse en Britse panel zijn
meer recente gegevens beschikbaar, maar het Nederlandse panel is
gestopt na 2001.

Resultaten per hoofdstuk
Hoofdstuk 1 is theoretisch van aard en bevat een uitgebreid overzicht
van de relevante literatuur en de problemen die samenhangen met het
analyseren van niet-standaard banen met de standaard
arbeidseconomische modellen. Omdat we slechts de beschikking
hebben over arbeidsaanbodgegevens voor werknemers, besteden we
voornamelijk aandacht aan arbeidsaanbodgedrag van werknemers op
de arbeidsmarkt. Het gedrag van werkgevers wordt beschouwd als
exogeen en speelt slechts een rol in de baanzoekmodellen waarin wordt
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aangenomen dat werklozen in elke periode een baanaanbod voor een
niet-standaard baan krijgen. Een ander doel van het eerste hoofdstuk is
een positionering van dit proefschrift in het theoretische en empirische
onderzoeksveld van de arbeidseconomie. De theoretische benadering
in dit proefschrift kan niet als zuiver neoklassiek of als zuiver
institutioneel worden beschouwd. Arbeidsmarkttheorieën kunnen in
deze twee groepen worden ingedeeld en zodoende worden ze vaak
gepresenteerd als elkaar tegensprekend of zelfs als wederzijds
uitsluitend. Maar vaak kunnen deze theorieën elkaar aanvullen, zoals
ook in dit proefschrift wordt aangetoond. Het incorporeren van
instituties in het neoklassieke raamwerk verrijkt dat raamwerk en
maakt het een nog waardevoller instrument om arbeidsmarktgedrag
mee te modelleren. Mede daarom is er vaak meer overlap tussen
institutionele en neoklassieke benaderingen dan hun respectievelijke
proponenten vaak willen doen geloven. De belangrijkste
onderzoeksvragen uit dit proefschrift worden bediscussieerd en
gerelateerd aan de verschillende theoretische (institutioneel dan wel
neoklassiek) inzichten en eerder empirisch onderzoek gebaseerd op
deze inzichten.
Hoofdstuk 2 wordt gevuld met beschrijvingen van econometrische
modellen die zullen worden gebruikt in de empirische hoofdstukken 3
t/m 7. In dit hoofdstuk wordt beargumenteerd dat niet alle theoretische
inzichten ‘vertaald kunnen worden naar en toetsbaar zijn met
econometrische modellen. De gebruikte modellen in dit proefschrift
zijn van een zgn. gereduceerde vorm, omdat voor het schatten van
‘structurele’ modellen ook empirische gegevens nodig zijn van
werkgevers.
Drie groepen van econometrische modellen kunnen worden
onderscheiden. In de eerste plaats worden discrete transitiemodellen
gebruikt om baanmobiliteit mee te analyseren op de drie verschillende
arbeidsmarkten. Een aantal arbeidsmarktstatussen (bv. inactiviteit, nietregulier werk, regulier werk) wordt gedefinieerd voor werknemers en
dit vertaalt zich naar een nominale variabele met waarden 0, 1 en 2.
Daarmee kan in elke periode de overgangskans tussen deze statussen
worden gemodelleerd.
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In een meer geavanceerde benadering wordt ook gebruik gemaakt van
(discrete) duurmodellen. Bij deze modellen is de afhankelijke variabele
de duur van het hebben van een zekere arbeidsmarktstatus (bv.
werkloosheid). In een bekende specificatie wordt de duur van
werkloosheid gemodelleerd met behulp van een zgn. ‘hazard’ model.
In dit type model is de ‘hazard’ vergelijkbaar met de overgangskans uit
het discrete transitiemodel.
Daarnaast wordt in dit proefschrift ook gebruik gemaakt van
loonregressie modellen. In deze modellen is de afhankelijke variabele
het (uur)loon, waar nodig logaritmisch getransformeerd.
In alle genoemde modellen kan er sprake zijn van niet-geobserveerde
heterogeniteit. Deze vloeit voort uit de praktische onmogelijkheid om
alle relevante karakteristieken van een werknemer te meten. Hoe veel
vragen je ook stelt, hoeveel variabelen je ook verzamelt, er zal altijd
een deel van de heterogeniteit niet geobserveerd blijven. Nietgeobserveerde heterogeniteit kan expliciet worden meegeschat in het
model door het opnemen van een individueel effect in de specificatie.
Dit individuele effect is dan een realisatie uit een (vaak bekend
veronderstelde) kansverdeling.
Hoofdstuk 3 is het eerste van 5 empirische hoofdstukken in het
proefschrift. In dit hoofdstuk worden arbeidsmarktpatronen en –
uitkomsten voor individuele werknemers in Nederland beschreven en
geduid. Meer specifiek wordt onderzocht of werknemers met een
flexibel, niet-standaard contract doorstromen naar banen met een
standaard contract of dat ze inactief of werkloos worden. In de laatste
15 tot 25 jaar is in Nederland het aantal van deze flexibele banen
substantieel gestegen, zoals ook in veel andere Europese landen. In
Nederland had in 1998 1 op de 5 werknemers een tijdelijke baan en 1
op de 4 á 5 werknemers had een deeltijdbaan. 1 op de 10 werknemers
had zelfs een kleine deeltijdbaan van minder dan 12 uur per week. In
de jaren ’90 heeft een gestaag stijgend aantal werknemers, vooral
jongeren en vrouwen, in Nederland te maken met een flexibel, nietstandaard contract.
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Het voornaamste doel in dit hoofdstuk is te onderzoeken welke
individuele kenmerken van de werknemer, zijn/haar baan en zijn/haar
huishoudsituatie van invloed zijn op de kans om door te stromen naar
vast werk. Waarom stromen sommige werknemers sneller door? Een
andere vraag die wordt gesteld is of er ook een invloed kan worden
vastgesteld van de institutionele context van de werknemer. Met
andere woorden heeft bv. het sociale zekerheidsstelsel een eigen
invloed op de transitiekansen van werknemers, los van hun eigen
kenmerken?
Uit de beschrijvende statistiek wordt al duidelijk dat een groot deel
(ongeveer 25 procent) van de werknemers met een niet-standaard
contract binnen 1 jaar doorstroomt naar vast werk. Dit betekent dat de
Nederlandse arbeidsmarkt in dit opzicht geen hoge graad van
segmentatie kent.
De resultaten van de empirische analyses laten zien dat werknemers
met een niet-standaard contract meer kans hebben op doorstroom naar
vast werk wanneer ze ouder worden. Het effect van leeftijd is niet
lineair want na een bepaalde leeftijd neemt dit effect af en wordt
uiteindelijk negatief. Je zou kunnen zeggen dat een tijdelijke
werknemer die 25 jaar oud is, meer kans heeft om door te stromen naar
vast werk dan een collega van 23 jaar oud, maar een flexibele
werknemer van 56 jaar oud heeft minder kans om door te stromen naar
vast werk dan een collega van 53 jaar oud. Een vergelijkbaar
leeftijdseffect is gevonden voor de uitstroom uit inactiviteit en
werkloosheid, maar alleen voor de uitstroom naar vast werk.
Getrouwde vrouwen die niet werken, of met een flexibele baan hebben
minder kans om door te stromen naar vast werk dan mannen in een
vergelijkbare situatie. Gescheiden mensen zonder baan hebben een
grotere kans om vast werk te vinden, maar gescheiden vrouwen juist
een lagere kans. Een mogelijke verklaring voor de belangrijke rol die
de burgerlijke staat hier bij vrouwen speelt, is dat vrouwen nog steeds
vaker verantwoordelijk zijn voor zorgtaken en daarmee minder kans
hebben om een passende vaste baan met vaak meer uren per week te
vinden. De flexibiliteit met betrekking tot het aantal uren en de
invulling daarvan die hoort bij veel flexibele banen, zou ook een reden
kunnen zijn waardoor relatief veel vrouwen kiezen voor een dergelijke
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flexibele baan. Het valt echter niet uit te sluiten dat er discriminatie
bestaat op de Nederlandse arbeidsmarkt die ervoor zorgt dat vrouwen
vaker worden afgewezen voor vast werk.
Ouder worden leidt bij flexibele werknemers niet alleen tot meer kans
om door te stromen naar vast werk, maar ook tot minder risico om
werkloos te worden. Op het eerste gezicht lijkt dit vreemd omdat
oudere werknemers vaak een slechtere arbeidsmarktpositie hebben dit
wordt dus veroorzaakt door het omkeereffect na een bepaalde leeftijd.
Een enigszins raadselachtige bevinding is dat opleidingsniveau
nauwelijks invloed lijkt te hebben op de uitstroomkans vanuit flexibel
naar vast werk, maar wel op de uitstroomkans vanuit inactiviteit naar
werk, flexibel en vast. Alleen een hogere beroepsopleiding heeft een
positief effect voor de doorstroomkans van flexibel naar vast werk. Dit
zou kunnen duiden een negatief ‘stigma’ of ‘scarring’ effect dat kleeft
aan flexibele banen voor werknemers met verschillende
opleidingsniveaus. Deze ‘scarring’ effecten zouden te maken kunnen
hebben met de selectieprocedures van werkgevers die ervaring in een
flexibele baan niet altijd als iets positiefs zien.
Een hoger huishoudinkomen heeft een negatief effect op de kans op
uitstroom naar een flexibele baan en een positief effect op de uitstroom
naar een vaste baan voor mensen die nu inactief zijn. Dit effect wordt
gevonden voor zowel niet-arbeidsinkomen (bv. een uitkering) en voor
het arbeidsinkomen van andere leden van het huishouden. Wanneer
iemand een flexibele baan heeft, wordt het huishoudinkomen irrelevant
in de zin dat het geen significant effect op de uitstroomkans heeft. Een
voorzichtige conclusie zou kunnen zijn dat beide bronnen van
inkomsten fungeren als een financiële buffer die de persoon zonder
betaald werk in staat stelt om te ‘wachten’ op een vaste baan in plaats
van een flexibele baan te accepteren.
Een belangrijke bevinding is dat er een hoge mate van
padafhankelijkheid in arbeidsmarkttransities in Nederland. Wanneer
mensen eerder een vaste baan hebben gehad, vergroot dat hun kansen
om opnieuw een vaste baan te vinden, zowel wanneer ze werkloos zijn
of een niet-standaard contract hebben Eerdere werkervaring in een
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niet-standaard contract of een vast contract zorgt er ook voor dat de
kans om inactief te worden wordt gereduceerd. Eerdere periodes van
werkloosheid zorgt er niet voor dat inactieven minder snel een vaste
baan vinden, maar dit negatieve effect vinden we wel voor flexibele
werknemers. Dit wordt ook wel het ‘scarring’ effect van werkloosheid
genoemd. Werkervaring die eerder is opgedaan in een flexibele baan
resulteert niet in significante ‘scarring’ effecten op het vinden van een
vaste baan. Dit is een aanwijzing dat eventuele segmentatie op de
arbeidsmarkt niet wordt gevonden langs de scheidslijn tussen flexibel
en vast werk, maar eerder bij de ongelijkheid tussen mensen met
betrekking tussen hun mogelijkheden en kansen om werk te vinden, te
houden en carrière te maken. Voor de meeste flexibele werknemers in
Nederland is het niet-standaard contract een opstap naar vast werk.
Verder is het duidelijk dat de groei van de werkgelegenheid in de
tweede helft van de jaren ’90 in Nederland de instroomkansen in zowel
flexibel als vast werk heeft vergroot. Dit is een logisch effect van het
gegeven dat wanneer het economisch goed gaat de werkgelegenheid
stijgt en het dus gemakkelijker wordt om een baan (flexibel of vast) te
vinden. Een beperking van de analyse in dit hoofdstuk is dat er
geaggregeerd moest worden over verschillende typen niet-standaard
contracten (kleine deeltijdbanen, tijdelijk werk, uitzendwerk,
oproepcontracten). Deze heterogeniteit binnen flexibele banen is nogal
groot, maar het geringe aantal waarnemingen staat een verdere
disaggregatie niet toe. Met een groter aantal waarnemingen en/of meer
herhaalde metingen moet het mogelijk worden om verschillende
analyses per contracttype uit te voeren.
De belangrijkste bevinding van hoofdstuk 3 is dat veel flexibele
werknemers relatief snel een vaste baan vinden. Ongeveer 25 procent
van de werknemers met een niet-standaard contract vindt binnen een
jaar vast werk. In dit opzicht wordt de ‘stepping-stone’ hypothese
bevestigd. De determinanten van de doorstroomkans op het niveau van
de individuele werknemer zijn min of meer vergelijkbaar met de
determinanten van van arbeidsmarktsucces die in eerder onderzoek (
bv. loonvergelijkingen) zijn gevonden. Variabelen van menselijk
kapitaal (leeftijd, opleiding, werkervaring), samenstelling van het
huishouden (huwelijkse staat, aanwezigheid van kinderen) en
inkomensvariabelen hebben ook hier hun invloed. Dit is een indicatie
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dat de selectiemechanismen van de arbeidsmarkt op dezelfde manier
werken voor flexibel en vast werk als voor bv. tussen hoge en lage
lonen.
Een belangrijke econometrische bevinding is dat er geen significante
meerwaarde is van een meer geavanceerde specificatie met nietgeobserveerde heterogeniteit voor deze analyse. Niet alleen zijn de
resultaten voor de beide specificaties zeer vergelijkbaar in termen van
parameterschattingen en de verklaringskracht van het model, ook met
een formele toets wordt de eenvoudige specificatie (zonder nietgeobserveerde heterogeniteit) niet verworpen. Mede om die reden
wordt in de volgende hoofdstukken, in het bijzonder hoofdstuk 4 en 7
de eenvoudige specificatie gebruikt.
De resultaten in dit hoofdstuk zijn ook relevant voor het
arbeidsmarktbeleid in Nederland. Flexibel werk is niet noodzakelijk
slecht voor de betrokken werknemers, de ‘scarring’ effecten ervan zijn
beperkt, hoewel ze wel worden gevonden voor sommige categorieën
werknemers. Het beleid zou er daarom op gericht moeten zijn de
doorstroomkans naar vast werk te vergroten om deze ‘scarring’
effecten te verminderen. Men zou kunnen denken aan het (tijdelijk)
subsidiëren van werkgevers die hun flexibele krachten een vast
contract willen aanbieden of flexibele werknemers meer faciliteiten
bieden om zich bij te scholen om hun vooruitzichten te verbeteren. Het
Nederlandse beleid doet vooralsnog geen van beide.
De resultaten van dit hoofdstuk roepen een aantal interessante vragen
op. Sommige onderwerpen konden in dit hoofdstuk niet worden
behandeld, maar verdienen wel nader onderzoek. De rol van
zelfstandigen en het hebben van meer banen per persoon in een
flexibele arbeidsmarkt zijn hier niet onderzocht, maar zijn wel
interessante en potentieel belangrijke verschijnselen. Verder verdient
de econometrische specificatie van de transitiemodellen in dit
hoofdstuk nog nader onderzoek, in het bijzonder panel multinomiaal
logit modellen met verschillende vormen van niet-geobserveerde
heterogeniteit. Belangrijker nog is verder onderzoek naar de rol van
instituties, in het bijzonder de instituties van de welvaartsstaat en de
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arbeidsmarkt op arbeidsmarkttransities
vergelijkende context.

in

een

internationaal

Dat is dan ook precies wat er is gebeurd in hoofdstuk 4. Opnieuw
hanteren we de hypothese dat flexibele banen een opstap kunnen zijn
naar vast werk en daarmee potentieel een bijdrage kunnen leveren aan
het reduceren van werkloosheid, maar nu wordt dit onderzocht voor
drie verschillende Europese landen: naast Nederland ook Duitsland en
Groot-Brittannië.
Om een positief effect van flexibel werk te kunnen verwachten moet er
in ieder geval sprake zijn van een substantieel aantal transities van
flexibel naar vast werk. In hoofdstuk 3 is al vastgesteld dat dit het
geval is in Nederland. Maar ook in Duitsland en Groot-Brittannië
liggen de individuele doorstroomkansen per jaar van flexibel naar vast
werk per jaar rond de 25%. Wel ligt het aantal banen met een nietstandaard contract in Groot-Brittannië lager. Voor Duitsland is dit
vergelijkbaar met Nederland.
De voornaamste onderzoeksvraag in dit hoofdstuk is of de
transitiepatronen op de arbeidsmarkt verschillend zijn in deze 3 landen.
Omdat we maar 3 landen vergelijken is het nauwelijks mogelijk om de
invloed van institutionele verschillen formeel te toetsen, maar
eventuele verschillen in de transitiepatronen en de determinanten
daarvan in de drie landen zouden kunnen worden begrepen onder
verwijzing naar deze institutionele verschillen.
We vragen ons opnieuw af of flexibele banen functioneren als opstap
naar vast werk of dat dit soort banen eerder als eindstation fungeren
zonder die kans op doorstroom. Wat zijn de individuele, huishoud- en
baankenmerken die bij deze transitiepatronen een rol spelen? Kunnen
eventuele verschillen in transitiepatronen van vergelijkbare
werknemers tussen landen worden verklaard door verschillen in
arbeidsmarkt- en welvaartstaat instituties? Deze vragen staan centraal
in dit hoofdstuk. In verband met deze vragen bevat dit hoofdstuk een
uitgebreid overzicht van de relevante (veranderingen in) instituties in
de drie landen. Daaruit valt op te maken dat de institutionele
verschillen tussen de drie landen groot zijn in de onderzoeksperiode.

359

Flexibel werk en mobiliteit op de arbeidsmark

Het blijkt dat de doorstroomkansen van flexibel naar vast werk met
ongeveer 25% voor Duitsland en Groot-Brittannië redelijk
vergelijkbaar zijn met die van Nederland. In Groot-Brittannië is dit
percentage wat hoger in de tweede helft van de jaren ’90. Dit is een
aanwijzing dat een minder gereguleerde arbeidsmarkt als de Britse een
hogere doorstroomkans mogelijk maakt op het geaggregeerde niveau,
tenminste in een periode van economische voorspoed. Verder is deze
bevinding consistent met het idee dat het Angelsaksische model van de
arbeidsmarkt zal resulteren in meer dynamiek.
Met behulp van multivariate analyse konden we de meeste bevindingen
voor Nederland bevestigen. Leeftijd speelt een belangrijke rol in de
transitie van flexibel naar vast werk, ook in Duitsland en GrootBrittannië. De conclusie luidt dat voor de meeste mensen in de drie
landen flexibele arbeid ‘een fase is’ waar ze doorheen moeten.
Wanneer we slechts kijken naar de afhankelijke variabele, de jaarlijkse
doorstroomkans en de determinanten daarvan, kunnen we vaststellen
dat de overeenkomsten tussen de drie landen groter zijn dan de
verschillen, zelfs wanneer we corrigeren voor een aantal verschillen in
de samenstelling van de arbeidsmarkt. Een voorzichtige conclusie is
dat de instituties op macroniveau, hoe verschillend ze ook mogen zijn,
een minder belangrijke rol spelen bij het verklaren van individuele
transitiepatronen op de arbeidsmarkt, dan structurele factoren als
menselijk kapitaal en sociaal economische omstandigheden.
Opnieuw is het raadselachtig dat het opleidingsniveau geen
significante invloed lijkt te hebben op de doorstroomkans van flexibel
naar vast werk. Het negatieve effect op die doorstroomkans van hoger
onderwijs in Duitsland is daar het markantste voorbeeld van. Maar ook
in Nederland en Groot-Brittannië wordt de hypothese dat een behaald
hoger onderwijsniveau leidt tot hogere doorstroomkansen, niet
bevestigd. Een mogelijke verklaring is een selectie effect veroorzaakt
door het zoekgedrag van hogeropgeleiden: ze wachten liever op een
vaste baan (en blijven nog even werkloos) dan een flexibele baan te
accepteren. Diegenen die wel een dergelijke flexibele baan hebben
geaccepteerd deden dit wellicht omdat de flexibele baan beter aansluit
bij hun voorkeuren. Deze hoogopgeleiden gebruiken de flexibele baan
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dus niet als opstap, maar als zelfgekozen eindpunt, bv. omdat het met
die flexibele baan beter mogelijk is het werk met andere activiteiten
(bv. zorg of opleiding) te combineren. De bevinding dat inactieven die
hoogopgeleid zijn wel vaker instromen in werk, lijkt een bevestiging
van dit selectie effect.
In alle drie de landen leidt een laag arbeidsaanbod (minder dan 15
werkuren per week) tot een lagere kans op doorstroom naar vast werk
met meer uren. Wanneer dit lage arbeidsaanbod wordt veroorzaakt
door een voorkeur voor vrije tijd of werk in de huishoudelijke sfeer
dan is dat een logisch resultaat. Wanneer dit echter het gevolg is van
het niet voldoende beschikbaar zijn van banen met meer uren, dan is er
sprake van een zeker ‘scarring’ effect. Werkgevers gaan er dan vanuit
dat er een ‘vlekje’ zit aan mensen met een kleine deeltijdbaan. Het is in
dit
hoofdstuk
niet
mogelijk
om
aanbodsfactoren
(bv.
vrijetijdsvoorkeuren) te onderscheiden van vraagfactoren (bv. gebrek
aan banen met meer uren). Met behulp van subjectieve informatie over
het gewenste aantal uren zal dit wel gebeuren in de analyses in
hoofdstuk 7.
Het effect op de doorstroomkans van ervaring in een baan met een
niet-standaard contract kan worden geïnterpreteerd als het lang termijn
effect van flexibele banen op de vooruitzichten van flexibele
werknemers. Het zou kunnen wijzen op ‘scarring’ effecten van
flexibele banen wanneer we een negatieve invloed vinden op de
doorstroomkans naar vast werk. In het algemeen vinden we dat
ervaring in flexibel werk de kans op werk vergroot van mensen die op
dit moment inactief zijn. Maar voor flexibele werknemers vinden we
voor de doorstroomkans naar vast werk een positief effect (van
ervaring in een niet-standaard baan) in Duitsland, een negatief effect in
Nederland en geen enkel effect in Groot-Brittannië. In die zin is er dus
sprake van een ‘scarring’ effect van flexibel werk in Nederland, maar
niet in Duitsland en Groot-Brittannië. Het resultaat voor Duitsland kan
wellicht worden verklaard uit het daar gehanteerde systeem van
leerwerkplekken (in de context van dit proefschrift worden deze
beschouwd als tijdelijke banen met een opleiding). Het ontbreken van
‘scarring’ in Groot-Brittannië kan worden toegeschreven aan het
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relatief liberale karaker van de arbeidsmarkt en de daarmee
geassocieerde hogere baanmobiliteit.
In de analyses is ook een variabele opgenomen die een belangrijk
institutioneel kenmerk, namelijk de generositeit van het sociale
zekerheidsstelsel op een meer directe manier probeert te meten. De
bruto vervangingsratio van de werkloosheidsuitkeringen heeft enig
effect op de doorstroomkans in Duitsland. Hogere niveaus van deze
vervangingsratio hangen samen met hogere doorstroomkansen naar
vast werk. Dit zou erop kunnen wijzen dat een hoger niveau van
decommodificatie in de werkloosheidsuitkeringen geen belemmering is
voor het doorstromen naar vast werk. Dat is, vanuit beleidsperspectief,
een interessant resultaat.
Hoofdstuk 5 gaat over de loongevolgen van werken in flexibele banen.
Er bestaat een overweldigende consensus onder arbeidseconomen dat
banen met een niet-standaard contract lagere lonen kennen dan
standaardbanen. Maar de theoretische onderbouwing van deze
loonverschillen varieert nogal. Behoren flexibele banen tot een apart,
secundair segment van de arbeidsmarkt? Zijn flexibele werknemers
minder productief? Vanuit een ‘compensating differentials’ benadering
zou men zelfs de hypothese kunnen hebben dat tijdelijke werknemers
meer zouden moeten verdienen dan vaste werknemers om zodoende
gecompenseerd te worden voor hun lagere baanzekerheid. Deze
benadering kan met behulp van de empirische data geconfronteerd
worden met de segmentatiebenadering waarin vooral lagere lonen
verwacht worden voor tijdelijke werknemers. In weer een andere
theoretische benadering de ‘implicit contract theory’ kunnen flexibele
banen geanalyseerd worden in een levensloopperspectief. In dat geval
zouden lagere lonen in flexibele banen verklaard kunnen worden uit
het gegeven dat deze geconcentreerd zijn aan het begin van de
loopbaan. Hoofdstuk 5 geeft niet het definitieve antwoord op de vraag
welke van deze theorieën de meeste geldigheid heeft. Maar de
resultaten bevestigen wel de consensus dat uurlonen in flexibele banen
lager liggen dan in vaste banen, gecorrigeerd voor individuele
verschillen tussen werknemers en selectiemechanismen. Daarnaast kon
worden vastgesteld dat deze lagere uurlonen in flexibele banen ook
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verderop in de loopbaan een negatief effect hebben op het uurloon. Dit
wijst op ‘scarring’ effecten van flexibel werk op het uurloon op de
lange termijn. Gevoegd bij de al eerder (in hoofdstuk 4) vastgestelde
negatieve effecten van ervaring in een flexibele baan op de kans om
een vaste baan te verwerven, rechtvaardigt dit de conclusie dat banen
met een niet-standaard contract ‘slechte’ banen zijn in de zin dat ze
lagere lonen hebben en ook minder toekomstperspectief. Daar staat
tegenover dat deze flexibele werknemers wel meer kans hebben op een
vaste baan dan mensen die werkloos blijven. Dit is gunstig voor de
kans op een beter loon en de gevonden ‘scarring’ effecten in termen
van een lager loon zijn dus kleiner dan voor werkloosheid. Uiteindelijk
zijn ze misschien beter af met een flexibele baan wanneer de
doorstroom naar vast werk niet te lang op zich laat wachten. Flexibele
banen mogen dan ‘slechte’ banen zijn wanneer je naar het uurloon
kijkt, maar ze bieden wel uitzicht op betere banen in de toekomst.
Opnieuw vinden we geen grote verschillen tussen de determinanten
van uurlonen tussen de drie verschillende landen. De loonvorming, hoe
verschillend ook in Nederland, Duitsland en Groot-Brittannië, leidt tot
min of meer vergelijkbare resultaten op het niveau van de individuele
werknemer. Dit is opnieuw een aanwijzing dat structurele factoren van
meer belang zijn dan de institutionele. Maar, zoals al eerder gesteld,
het kan niet worden uitgesloten dat institutionele factoren wel degelijk
een rol spelen zowel bij de transitiepatronen als bij de loonvorming.
Tijdelijke banen hebben lagere lonen en kleine deeltijdbanen hebben
hogere lonen in alle drie de landen. Er lijkt geen ‘compensating
differentials’ mechanisme te zijn voor tijdelijk werk. In de drie landen
lijkt tijdelijk werk in dit opzicht te behoren tot een secundair segment
van de arbeidsmarkt. De hogere netto uurlonen voor kleine
deeltijdbanen kunnen wellicht worden verklaard door de progressiviteit
in het belastingsysteem, maar we kunnen niet helemaal uitsluiten dat
hier sprake is van meetfouten.
Wat nu, zijn de dingen die we uit dit hoofdstuk kunnen leren voor het
arbeidsmarktbeleid? Opnieuw hebben we kunnen vaststellen dat er
sprake is van ‘scarring’, zowel direct als op de wat langere termijn.
Vergeleken met standaard banen zijn het ‘slechte’ banen maar
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vergeleken met werkloos blijven leveren ze toch betere vooruitzichten
op de arbeidsmarkt in de toekomst op. We hebben kunnen vaststellen
dat de ‘scarring’ effecten geringer zijn in Duitsland en Groot-Brittannië
om verschillende redenen. In Duitsland is het systeem van leerbanen
belangrijk om de doorstroom naar vast werk te garanderen en in GrootBrittannië zorgt de flexibiliteit die werkgevers hebben op de
arbeidsmarkt ervoor dat een hogere doorstroomkans naar vaste banen
is. In normatieve termen zou het arbeidsmarktbeleid erop gericht
moeten zijn flexibiliteit voor werkgevers te bieden maar tegelijkertijd
een voldoende niveau van werkzekerheid te garanderen voor
werknemers. Dit kan onder andere worden bereikt door middel van
scholing van flexibele werknemers.
In hoofdstuk 6 wordt het idee onderzocht dat werknemers met
tijdelijke contracten een inherent hogere kans hebben om werkloos te
worden dan werknemers met vaste contracten. Daartegenover staat dat
ze wel een lagere kans hebben op werkloosheid vergeleken met hen die
nu al werkloos zijn. Om deze kwestie verder te onderzoeken,
vergelijken we de duur van werkloosheid voor voormalig tijdelijke
werknemers met die van voormalig vaste werknemers. Dit is zeer
relevant uit het perspectief van het beleid omdat van een hoger niveau
van flexibiliteit in de vorm van meer tijdelijke banen (of minder strikte
ontslagbescherming) wordt verwacht dat het de werkgelegenheid zal
bevorderen en de duur van werkloosheid zal terugdringen. Ten gevolge
van dit soort beleid zouden werkgevers eerder geneigd zijn mensen in
dienst te nemen. De groei in het aantal tijdelijke banen, in het bijzonder
in Nederland en Duitsland, kan worden beschouwd als een uitvloeisel
van dit flexibiliseringsbeleid. De stijging van het aantal tijdelijke banen
draagt dus bij aan het flexibeler maken van de arbeidsmarkt, maar
zorgt tevens voor meer onzekerheid in de vorm van een hogere kans op
werkloosheid. Potentieel is deze onzekerheid groter in landen met een
relatief strikte ontslagbescherming, zoals Duitsland en lager in minder
gereguleerde landen als Groot-Brittannië.
Vaste banen leveren meer zekerheid op in landen met een hoog niveau
van ontslagbescherming dan in landen met een laag niveau van
ontslagbescherming. Aan de andere kant leveren tijdelijke banen
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minder zekerheid op in landen met een gesegmenteerde arbeidsmarkt.
Daarom moet de baanzekerheid van vaste werknemers afgewogen
worden tegen het gebrek aan zekerheid van flexibele werknemers,
zonder hiermee overigens te willen beweren dat deze uitruil één op één
is. Wel is het zo dat in Groot-Brittannië de baanzekerheid van vaste
werknemers lager is en die van flexibele werknemers relatief hoger ten
opzichte van Nederland en Duitsland door de iets hogere
doorstroomkans naar vast werk. In Duitsland is de baanzekerheid in
vaste banen hoger maar de werkzekerheid van tijdelijke banen is lager
door een lagere doorstroomkans naar vast werk. (zie Figure 4-1 and 42 in Hoofdstuk 4)
Periodes van werkloosheid beginnen wanneer werknemers worden
ontslagen of overtollig worden verklaard, of wanneer hun tijdelijke
contract eindigt. Omdat werknemers met een tijdelijk contract een
inherent hogere kans hebben op werkloosheid en omdat tijdelijke
contracten zo’n hoge vlucht hebben genomen in veel landen, is het
interessant om te onderzoeken of de duur van een periode van
werkloosheid verschilt tussen werknemers die een tijdelijk of een vast
contract hadden.
Op basis van de theorie verwachten we dat werkloosheidsduren voor
werknemers die eerder een tijdelijk contract hadden korter zullen zijn
dan voor werknemers die eerder een vaste baan hadden. Wanneer dit
niet het geval is, krijgen tijdelijke werknemers niet alleen te maken met
meer periodes van werkloosheid dan vaste werknemers, maar deze
periodes zijn ook nog eens minstens zo lang als die van vaste
werknemers. In termen van arbeidsmarktbeleid houdt dit in dat
tijdelijke werknemers moeizaam carrière maken en het zou ook
betekenen dat het promoten van tijdelijke banen leidt tot meer
werkloosheid, vooral in een recessie.
Een voorlopige conclusie in dit hoofdstuk, gebaseerd op eenvoudige
beschrijvende statistieken is dat werkloosheidsduren voor tijdelijke
werknemers inderdaad korter zijn dan die voor werknemers die eerder
een vaste baan hadden. In dit opzicht lijken tijdelijke banen
daadwerkelijk de toekomstperspectieven op de arbeidsmarkt te
verbeteren.
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Maar wanneer we dit verder onderzoeken in een duurmodelanalyse met
meerdere variabelen, blijkt dat het eerdere resultaat geen stand houdt.
In deze analyses is het effect van tijdelijk werk direct voorafgaand aan
de periode van werkloosheid niet significant voor zowel mannen als
vrouwen in Groot-Brittannië. Verder heeft tijdelijke werk een negatief
effect op de kans om aan werkloosheid te ontsnappen voor Duitse
mannen. Op de wat langere termijn draagt ervaring in tijdelijke banen
ook niet bij aan de uitstroomkans uit werkloosheid, voor mannen en
vrouwen in beide landen. Dit resultaat zou kunnen worden
geïnterpreteerd als een selectie effect omdat we hier allen kijken naar
tijdelijke werknemers niet doorstromen naar vast werk. Daarmee is dit
een groep met slechtere vooruitzichten dan tijdelijke werknemers die
wel doorstromen naar vast werk.
Om die reden, hebben we uiteraard gecontroleerd voor een groot aantal
factoren, dat van invloed is op de duur van werkloosheid, zoals
persoonlijke kenmerken, huishoudenvariabelen en het niveau van
menselijk kapitaal. Dit reduceert de invloed van het hierboven
beschreven selectie effect, maar vermoedelijk niet tot nul. De
resultaten van de analyses in dit hoofdstuk zijn wel een waarschuwing
tegen al te veel optimisme over de positieve effecten van het promoten
van tijdelijke contracten op het terugdringen van werkloosheid.
In Hoofdstuk 7 de focus ligt op deeltijdwerk en de rol van instituties
en individuele subjectieve voorkeuren op transities vanuit deeltijdwerk
naar voltijdswerk of een andere arbeidsmarktstatus. Uit de
beschrijvende statistieken blijkt dat deeltijdwerk veel vaker voorkomt
in Nederland, en in mindere mate in Groot-Brittannië ten opzichte van
in Duitsland. In Nederland is het aandeel deeltijdwerk bij vrouwen,
maar ook bij mannen het hoogste van Europa. Nederland wordt daarom
ook wel de eerste deeltijdeconomie van de wereld genoemd.
We verwachten dat we in een land, waar voltijdswerk de norm is, zoals
in Groot-Brittannië andere effecten zullen zien op de transitiepatronen
tussen deeltijd- en voltijdswerk dan in een land waar deeltijd voor
vrouwen en voltijdswerk voor mannen de norm is, zoals in Nederland.
Duitsland zal een middenpositie innemen; dat land kan worden
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gekenschetst als een ‘kostwinnerswelvaartsstaat’ waar minder vrouwen
in deeltijd werken en meer vrouwen helemaal geen betaald werk doen,
maar waar voltijdswerk de norm is voor mannen.
De verwachting is dat, op basis van de classificatie in een
werkgelegenheidsregime type, de voorkeuren voor deeltijdwerk zullen
verschillen tussen landen en dat deze voorkeuren ook de
doorstroomkans naar voltijdswerk zullen beïnvloeden.
Om die reden nemen we in de modellen de (subjectieve) voorkeuren
over het gewenste aantal werkuren per week om zodoende meer inzicht
te krijgen in de transitiepatronen tussen deeltijd- en voltijdswerk in
Nederland, Duitsland en Groot-Brittannië. We verwachten ook dat de
grote verschillen tussen deeltijdbanen, vooral tussen kleine en grote
deeltijdbanen voor een deel verklaard kan worden uit de verschillende
voorkeuren en dat dit een effect zal hebben op de doorstroomkansen.
Hoe meer deeltijdwerk verschilt van voltijdswerk, hoe hoger het
verwachte ‘scarring’ effect van de deeltijdbaan zal zijn op de
toekomstige loopbaan van de betrokken werknemers.
De resultaten in dit hoofdstuk suggereren dat vrouwelijke
deeltijdwerknemers in Nederland meer kans hebben om een baan met
de gewenste omvang te vinden. Dat laat zien dat in een land waar
deeltijdwerk normaal is voor vrouwen, zij beter in staat zijn om hun
voorkeuren te realiseren. Er gaat echter wel wat tijd overheen. Mannen
in Nederland werken nog steeds vooral voltijds, maar wanneer ze een
deeltijdbaan hebben, lijken hun voorkeuren voor meer of minder
werken er niet meer toe te doen. Dat is een aanwijzing dat mannen met
een deeltijdbaan deze vaak als tweede keus beschouwen, maar er niet
in slagen om hieruit weg te komen. Voor vrouwen is een deeltijdbaan
vaker de eerste keus die ze vroeg of laat willen bereiken.
In Groot-Brittannië vinden we vergelijkbare uitkomsten bij de
voorkeur voor meer of minder werken. Net als in Nederland, lukt het
Britse vrouwen om hun voorkeur voor meer of minder uren te
realiseren. Hun doorstroomkans naar voltijdswerk is groter wanneer ze
meer uren willen werken en hun doorstroomkans naar inactiviteit en
korte deeltijdbanen is hoger wanneer ze minder uren willen werken.
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Maar Britse mannen die meer uren willen werken lijken er in te slagen
om deze voorkeur te realiseren. De Britse arbeidsmarkt lijkt, net als de
Nederlandse voldoende flexibel om de voorkeuren van vrouwen voor
meer of minder werken te honoreren. Maar de Britse arbeidsmarkt is
beter in staat dan de Nederlandse om mannen die meer willen werken,
te faciliteren. De voorkeuren van mannen om minder uren te werken
hebben in beide landen geen significante invloed op de doorstroom
naar kleine(re) deeltijdbanen. Dit is weer een aanwijzing dat
deeltijdwerk voor mannen ‘of de voorkeursoptie is, of de opstap naar
voltijdbanen.
Zowel mannen en vrouwen in Duitsland slagen er niet in hun voorkeur
voor minder werken om te zetten in een kleinere baan. Dit kan een
aanwijzing zijn voor een zekere starheid van de Duitse arbeidsmarkt en
het onvermogen om te zorgen voor kleine deeltijdbanen. Duitse
werkgevers bieden vooral voltijdbanen aan en minder deeltijdbanen.
Aan de andere kant, is diezelfde arbeidsmarkt wel in staat om mensen
die meer willen werken voltijdbanen te bieden. Het lijkt erop dat, meer
nog dan in Groot-Brittannië, het in Duitsland de norm is om voltijds of
bijna voltijds te werken, vooral voor mannen, maar ook voor vrouwen.
Voor vrouwen lijkt de norm te zijn dat ze helemaal niet werken, maar
wanneer ze werken dan in een substantiële deeltijdbaan. Dit past
naadloos in de nadruk op kostwinners die kenmerkend is voor een
corporatistische welvaartstaat.
Wanneer we kijken naar de indicatoren voor eerdere ervaring op de
arbeidsmarkt (of arbeidsverleden), een maatstaf voor de
padafhankelijkheid van individuele loopbanen, zien we forse
verschillen tussen de omvang en richting van de effecten tussen de drie
landen. Maar in het algemeen hebben de arbeidsverleden-variabelen
significante effecten. De huidige vooruitzichten op de arbeidsmarkt
hangen af van het arbeidsverleden. Hoe vaker iemand in het verleden
een voltijdbaan had, hoe beter diens arbeidsmarktpositie; hoe vaker
iemand werkloos is geweest of werkzaam geweest is in een flexibele
baan, des te minder rooskleurig zijn de huidige vooruitzichten. Dit is
opnieuw een aanwijzing voor negatieve ‘scarring’ effecten van
werkloosheid en van flexibele banen.
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In Duitsland hebben eerdere ervaringen in werkloosheid en/of flexibele
banen hebben grotere ‘scarring’ effecten dan in de twee andere landen.
Dit zou kunnen worden toegeschreven aan de nadruk die in dat land
gelegd wordt op voltijds werk. Uit de resultaten voor Groot-Brittannië
en Nederland kunnen we leren dat beide landen, hoewel zeer
verschillend in hun arbeidsmarktinstituties, zeer vergelijkbaar zijn voor
wat betreft de effecten van arbeidsverleden-variabelen en ‘scarring’
effecten van werkloosheid voor de transitiekansen op de arbeidsmarkt.
Wanneer we deze resultaten combineren met de uitkomsten voor de
voorkeursvariabelen, kunnen we concluderen dat Groot-Brittannië en
Nederland succesvoller zijn in het faciliteren van individuele
arbeidsmarkttransities dan Duitsland. Het beleid in Duitsland lijkt
teveel gericht op voltijdswerk, ten minste in de periode van onderzoek.
De focus op werkgelegenheid in Nederland is meer gericht op
deeltijdwerk en andere niet-standaard contracten en dat zou een andere
manier zijn om een flexibeler arbeidsmarkt te bereiken die zelfs de
concurrentie met de minder gereguleerde Britse arbeidsmarkt aankan.
Dit zou ook een verklaring kunnen zijn voor het relatieve succes van
de Nederlandse en Britse arbeidsmarkt in termen van macroeconomische uitkomsten in de tweede helft van de jaren ‘90 toen de
meeste landen in Europa te maken hadden met economische
voorspoed.

Conclusies
Het onderzoek in dit proefschrift is een drievoudige bijdrage aan de
empirische arbeidseconomie. Ten eerste hebben we individuele
patronen van baanmobiliteit onderzocht voor werkenden en werklozen
gedurende een decennium met behulp van longitudinale data bestanden
voor drie landen. Drie landen bovendien, die behoorlijk verschillende
arbeidsmarktinstituties en –regels hebben. Het onderzoek laat zien dat
kortdurend werkloos of aangewezen zijn op een flexibele baan niet
noodzakelijk slecht is voor de verdere vooruitzichten van een
werknemer op de arbeidsmarkt. Slechts weinig werknemers blijven
echt hangen in flexibele banen met niet-standaard contracten. De
meesten van hen stromen binnen afzienbare tijd door naar betere
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banen. Er bestaat eens substantiële doorstroom van flexibel naar vast
werk.
Flexibele banen zijn wel ‘slecht’ in de zin dat ze lagere uurlonen
hebben en ook toekomstig arbeidsinkomen negatief beïnvloeden.
Daarom is het belangrijk dat het arbeidsmarktbeleid in verschillende
Europese landen meer gericht wordt op het mogelijk maken van de
doorstroomkansen, in het bijzonder die naar vast werk.
Dit houdt echter niet in dat het standaard voltijds contract voor
onbepaalde tijd beschouwd moet worden als de enige
nastrevenswaardige arbeidsmarktstatus. Afhankelijk van hun
omstandigheden en voorkeuren zullen sommige werknemers liever in
deeltijd of in tijdelijke banen werken. Maar in de meeste landen is de
notie dat iedereen het beste af is met een vaste voltijdbaan tenminste
impliciet verweven in het arbeidsmarktbeleid. Ongeacht welke positie
men in dit debat inneemt, is het belangrijk om inzicht te verkrijgen in
individuele arbeidsmarkttransities en de effecten daarvan op de verdere
loopbaan. Een belangrijke bijdrage van het onderzoek in dit
proefschrift is het inzicht in deze effecten, in het bijzonder of deze
nadelig (‘scarring’) zijn of niet. Deze verschillende effecten leveren
ook een bijdrage aan een beter begrip van de theorieën over flexibele
banen, nl. of ze beschouwd moeten worden als banen met weinig
perspectief of dat ze eerder als opstap naar vast werk gelden.
De tweede bijdrage van dit proefschrift is een zorgvuldige en
uitgebreide analyse van de determinanten van arbeidsmarkttransities en
baanmobiliteit, inclusief de determinanten die gerelateerd kunnen
worden aan arbeidsmarkt- en sociale zekerheidsinstituties, zoals de
werkloosheidsuitkeringen. We hebben de vervangingsratio van de
werkloosheidsuitkeringen opgenomen in de analyses als een mogelijke
determinant. Verder hebben we de effecten op baanmobiliteit
onderzocht van individuele en huishoudkenmerken, niveaus van
menselijk kapitaal en arbeidsverleden-variabelen. Alle variabelen zijn
ontleend aan de rijke economische literatuur over de arbeidsmarkt. De
meeste hypothesen over de invloed van deze variabelen werden
bevestigd, behalve die voor de invloed van variabelen van menselijk
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kapitaal, in het bijzonder het scholingsniveau op de doorstroomkans
van flexibel naar vast werk. Daaruit kan de conclusie worden
getrokken dat flexibele werknemers met een hoog niveau van
menselijk kapitaal vaak bewust kiezen voor een flexibele baan óf dat
ze negatieve niet-geobserveerde kenmerken hebben. In beide gevallen
is het positieve effect van een hogere opleiding op de doorstroomkans
naar vast werk afwezig. Daarnaast hebben we veel bewijs gevonden
voor het bestaan van padafhankelijkheidseffecten die een beeld geven
van ‘scarring’ effecten van werkloosheid en werkervaring in een
flexibele baan.
Met betrekking tot het in de analyses verwerken van specifieke
institutionele variabelen deden zich twee problemen voor: ten eerste is
het moeilijk gebleken om instituties te operationaliseren op het niveau
van de individuele werknemer en te verwerken in microeconometrische analyses. Omdat we alleen beschikking hadden over
gegevens voor drie landen was het niet mogelijk om formeel te toetsen
op de invloed van de instituties op de waargenomen transitiepatronen.
Daarom hebben we een meer kwalitatieve benadering gekozen waarin
de verschillen tussen de uitkomsten voor de drie landen worden
gekoppeld aan de verschillen in instituties.
Ten tweede is de variatie van instituties binnen landen vaak beperkt
zelfs over langere periodes. Dat betekent dat, zelfs wanneer we meer
werk hadden gemaakt van een gedetailleerde operationalisering voor
instituties binnen landen, het aantal veranderingen en hun omvang zou
hebben geresulteerd in betrekkelijk weinig variatie. Dit onderdeel is
echter wel een voorname kandidaat voor verder onderzoek.
En dat brengt ons bij de derde bijdrage van dit proefschrift: de
internationale vergelijking. Dat maakte hen mogelijk om meer variatie
in instituties te bestuderen om dat de verschillen tussen landen in het
algemeen groter zijn dan de verschillen in de tijd binnen één land. In
de hoofdstukken (4, 5, 6 en 7) waarin landen met elkaar worden
vergeleken, waren de resultaten enigszins in tegenspraak met onze
verwachtingen omdat de institutionele verschillen niet resulteerden in
duidelijke verschillen tussen individuele transitiepatronen in die
landen. De structurele verschillen (bv. Tussen mannen en vrouwen en
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verschillen in menselijk kapitaal) zijn belangrijker dan de
institutionele. Omdat we dit niet formeel hebben getoetst, kunnen we
niet concluderen dat instituties er niet toe doen; daarvoor is onderzoek
nodig met behulp van gegevens voor meer landen en instituties zoals
bv. het SILC (Statistics on Income and Living Conditions)
gegevensbestand dat 25 EU landen bestrijkt. Ander onderzoek, waarin
de rol van specifieke instituties op een meer gedetailleerde manier is
onderzocht heeft laten zien dat institutionele veranderingen wel
degelijk een significante invloed kunnen hebben op transitie patronen
op de arbeidsmarkt.
De beleidsrelevantie van dit proefschrift is tweeledig. Ten eerste biedt
het inzicht in de gevolgen voor werknemers van (een verdere)
flexibilisering van de arbeidsmarkt. Ten tweede biedt het
aanknopingspunten voor beleid in antwoord op autonome
ontwikkelingen op de arbeidsmarkt.
Met betrekking tot de gevolgen van arbeidsmarktflexibilisering, laat
het onderzoek in dit proefschrift zien dat ongelimiteerde flexibilisering
in de vorm van het promoten van banen met een niet-standaard
contract niet noodzakelijk leiden tot betere uitkomsten op de
arbeidsmarkt. Wel is het zo dat een goed ontwikkeld flexibel deel van
de arbeidsmarkt de kansen van werklozen zal verbeteren. Een dergelijk
beleid ligt in het verlengde van de theorie die flexibele banen
beschouwd als opstap naar vast werk en voor deze theorie is wel enig
bewijs gevonden in dit proefschrift.
Aan de andere kant zou het beleid erop gericht kunnen zijn om
flexibele banen meer te laten lijken op vaste banen in termen van
lonen, baanzekerheid en inhoud. Een dergelijk beleid is meer in lijn
met de theorie die beweert dat flexibele banen voor betrokken
werknemers vooral een ‘doodlopende straat’ zijn en grote negatieve
‘scarring’ effecten hebben. Het beleid zou er dan op gericht moeten
zijn om deze effecten te verminderen en is daarmee een voorbeeld van
meer reactief beleid dat de gevolgen van autonome ontwikkelingen
(bv. het gedrag van werkgevers) op de arbeidsmarkt probeert bij te
sturen ten einde zo goed mogelijke uitkomsten te krijgen.
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De bevindingen in het proefschrift laten zien dat noch de ‘opstap’
theorie noch de ‘doodlopende straat’ theorie het hele verhaal van
flexibele banen van vertellen. Beide zijn in zekere zin waar, maar
welke theorie relevanter is hangt onder meer af van de institutionele
context. Strikt gereguleerde arbeidsmarkten met veel regels om de
positie van ‘insiders’ te beschermen lijken slechter te presteren
wanneer het gaat om de doorstroom van flexibele werknemers naar
vast werk. Minder gereguleerde arbeidsmarkten doen het in dit opzicht
beter, maar hier zijn de ‘scarring’ effecten van flexibele banen in
termen van loon en arbeidsmarktvooruitzichten weer groter. Beide
institutionele ‘set-ups’ lijken een prijs te moeten betalen, ofwel een
hoge jaarlijkse doorstroom naar vast werk gekoppeld aan lagere lonen
en minder baanzekerheid, of een lagere doorstroomkans naar vast werk
maar met meer baanzekerheid op lange termijn. Welk beleid de
voorkeur heeft hangt onder meer af van de politieke keuze voor de
balans tussen flexibiliteit en zekerheid.
De drie landen in het onderzoek hebben in de 90er jaren van de vorige
eeuw te maken gehad met behoorlijk verschillende ontwikkelingen op
hun arbeidsmarkt. Nederland zag zich geconfronteerd met een snel
groeiend aantal banen met een niet-standaard (vooral tijdelijk en
deeltijd) contract, gecombineerd met een aanzienlijke daling in de
werkloosheid. Groot-Brittannië had een relatief stabiel aantal flexibele
banen en zag de werkloosheid ook dalen. Duitsland echter, had ook een
stijgend aantal flexibele banen, maar was beduidend minder succesvol
in het terugdringen van de werkloosheid in deze periode. Wanneer we
kijken naar de individuele arbeidsmarktuitkomsten in de drie landen,
kunnen we er allerminst zeker van zijn dat een hoger aantal flexibele
banen een positief effect zal hebben op de arbeidsmarktuitkomsten op
langere termijn.
De resultaten in dit proefschrift laten zien dat landen zeer verschillend
reageren op veranderingen in de economische context en de
internationale ontwikkelingen in de periode van onderzoek die geleid
hebben tot de groei van het aantal flexibele banen. In Nederland is
geprobeerd om flexibele banen te reguleren met de Wet Flexibiliteit en
Zekerheid, die in 1999 werd ingevoerd. Het was een poging om een
afgewogen antwoord te geven op de gestegen behoefte aan flexibiliteit
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van werkgevers en de behoefte aan zekerheid van werknemers. In de
minder gereguleerde Britse arbeidsmarkt is er ook minder behoefte aan
regulering van flexibele banen. Dit vloeit logisch voort uit de liberale
beleidstraditie daar. Verder is het aantal flexibele banen in GrootBrittannië ook niet substantieel gestegen. In Groot-Brittannië zijn vaste
banen veel flexibeler, vergeleken met Nederland en Duitsland. Maar de
flexibele, minder gereguleerde Britse arbeidsmarkt slaagt er ook in om
werknemers relatief veel werkzekerheid (maar minder baanzekerheid)
te bieden door de hogere baanmobiliteit. Duitsland had de grootste
zorgen van de drie landen, tenminste in de jaren ’90. Het had een
substantiële groei van het aantal flexibele banen, maar tegelijkertijd
liep de werkloosheid op. Het antwoord van de Duitse regering (eind
jaren ’90, bondskanselier Schröder), bestond uit een poging tot verdere
flexibilisering en deregulering op de arbeidsmarkt.
Groot-Brittannië zou zich zorgen moeten maken over de beperkte
toegang tot baangerelateerde scholing en opleidingen. Deze worden
bijna alleen aangeboden aan werknemers met een vast contract. Dit
zorgt ervoor dat de lange termijn perspectieven van flexibele
werknemers gevaar lopen en draagt zodoende bij aan de negatieve
‘scarring’ effecten waar flexibele werknemer in ieder geval al mee te
maken hebben in termen van lage lonen en slechte vooruitzichten. Het
versterkt ook de ongelijkheid en stratificatie tussen de verschillende
contractvormen en kan uiteindelijk leiden tot het slechter presteren van
de arbeidsmarkt. Voor Nederland lijkt een beleid kansrijk dat een
afweging maakt tussen flexibiliteit en zekerheid. Dit beleid biedt ook
de meeste kans op succes omdat het kan worden ondersteund door alle
betrokken partijen en omdat het in de afgelopen 15 jaar succesvol is
gebleken. Het is een gemiddeld niveau van regulering vergeleken met
andere westerse landen en het lijkt een goed functioneren van de
arbeidsmarkt niet in de weg te staan.
Diegenen die verdergaande liberalisering en deregulering van de
arbeidsmarkt voorstaan, lijken de positieve effecten ervan te
overschatten, bv. de banengroei die versoepeling van het ontslagrecht
zou opleveren. De tegenstanders van dit soort beleid maken zich vooral
druk om de zekerheden die werknemers worden ontnomen. Dit mag
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echter niet het zicht belemmeren op de positieve effecten die er wel
zijn van flexibilisering in de vorm van een goed ontwikkeld segment
op de arbeidsmarkt met niet-standaard contracten. Dit biedt
mogelijkheden en perspectieven voor ‘outsiders’ zonder dat die ten
koste gaan van de zekerheden van ‘insiders’. Verder onderzoek moet
nog meer inzicht bieden in de mechanismen van doorstroom naar vast
werk vanuit tijdelijke banen die door de overhead zijn ingesteld in het
kader van een activerend arbeidsmarktbeleid (Melkert banen, ID
banen, banenpools). De plannen van de Duitse overheid (ook onder
bondskanselier Merkel) om de Duitse arbeidsmarkt verder te
flexibiliseren zijn risicovol. De Duitse economie wordt nog steeds
gekarakteriseerd door een hoog percentage ‘maakindustrie’. Dit
gegeven zal leiden tot een andere flexibiliteitsbehoefte, mogelijk zelfs
op een lager niveau, dan in Nederland of Groot-Brittannië. Eerder zou
de Duitse overhead zich kunnen richten op het verbeteren van de
kwaliteit van de bestaande flexibele banen en daarmee de inactieven
aan te moedigen om deze banen te accepteren. Verder zou de Duitse
overheid kunnen proberen om de doorstroomkans naar vast werk te
vergroten, vooral voor de leerwerkbanen.
Het onderzoek en de analyses in dit proefschrift roepen een aantal
nieuwe onderzoeksvragen op. Er is nu inzicht verkregen in de
determinanten van arbeidsmarkttransities in verschillende Europese
arbeidsmarkten. Maar de nadruk lag vooral op transities naar banen
met een vast voltijds contract. In sommige hoofdstukken is gerefereerd
aan transities naar inactiviteit, maar de ruimte ontbrak om dit in meer
detail te onderzoeken en beschrijven. Maar ook deze transities zijn
relevant voor het arbeidsmarktbeleid, in het bijzonder voor beleid
gericht op het stijgende aantal oudere werknemers en (vervroegde)
uittreding.
In deze dissertatie hebben we een aantal meer of minder geavanceerde
econometrische modellen gebruikt. Vooral wanneer we de meer
geavanceerde econometrische modellen wilden gebruiken, verliep dit
niet altijd zonder problemen. Deze problemen hadden vooral te maken
met de benodigde rekenkracht om de modellen te schatten en met
convergentieproblemen in de schattingsmethoden en we hebben niet
alle problemen even bevredigend kunnen oplossen. Vooral het
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schatten van een zgn. ‘panel multinomial logit’ model met nietgeobserveerde heterogeniteit in hoofdstuk 3 en het zorgvuldig
modelleren van het dubbele selectie mechanisme in de loonregressies
in hoofdstuk 5 verdienen meer aandacht in verder onderzoek.
De instituties van sociale zekerheid, ontslagbescherming en
belastingheffing spelen in de theorie (en in veel ander empirisch
onderzoek) een belangrijke rol bij de transitiepatronen die in dit
proefschrift worden bestudeerd. Het operationaliseren en meten van
deze instituties rechtvaardigt een studie op zich. Om een voorbeeld te
noemen, het verzamelen en construeren van vervangingsratio’s voor
verschillende uitkeringen, huishoudens en jaren, is een tijdrovende
bezigheid. Voor dit proefschrift hebben we kunnen profiteren van het
werk van de OESO op dit terrein, maar er is nog veel te doen. Verder is
meer onderzoek nodig naar de rol van nationale belastingsystemen. Het
simpelweg gebruiken van bruto dan wel netto lonen is niet voldoende
om de institutionele verschillen tussen landen te operationaliseren.
Al met al ben ik ervan overtuigd dat het onderwerp van dit proefschrift
en de gebruikte analyses voldoende stof tot nadenken bieden om het
vertrekpunt te zijn voor een omvangrijk onderzoeksprogramma dat
arbeidseconomen nog jaren zou kunnen bezighouden. Een
onderzoeksprogramma bovendien, dat recht doet aan de complexiteit
van de dynamiek op de arbeidsmarkt en het gedrag van werknemers op
die arbeidsmarkt. Ik zal daaraan graag blijven bijdragen.
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