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Ever since the economic and financial <crises
Recession -, demands for structur al ref or ms
omni present in Europe. A particular emphasis
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effects of | abor market reforms heavily depe
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in these years. The reforms aimed at increasing
unempl oyed workers and job vacancies, and decrea
Ever since, the unemployment rate in Germany has
figure below. Even the Great Recession in 2008/0
the domestic product in Germany, hardly affected
Labor mar ket development in Italy
I n contrast, the |l abor markets in Italy and Spai
2000s, unempl oyment rates were at similar | evels
and Spain was decreasing (s. figure below), wher
2005. Yet after the Great Recession hit, unemplo
tremendously. This devel opment was aggravated by
Recession. I n Spain, unemployment peaked at mor e
rates have remained higher than 10 percent from
the high unemployment rates, both Spain and 1tal
Germany had done some years before. The Spanish

and reduced employment protection with the aim o

l abor market flexibility. Similarly, in Italy in
substantially reduced. However, as of today the
positive effects on the | abor markets as the Ger
countries relative to pre-crisis |levels. For a r
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Figure: Unemployment rates in Germany, Italy and Spain 2000 to 2016
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A relceclhtsshdws that these different reform exper

timing of the refor ms. Labor mar ket reforms that
the demand is | ow have weaker short-run effects
expansionary phase of the business cycle. Refornm
costs even though the |l ong-run effects are posit
|l denti fying | abor market refor ms

These results emerge from an empirical time seri
reforms in good and bad states of the business ¢
components that affect the matching of unempl oye
components that foster job creation at the firm
connected to |l abor supply, whereas the second co
study approach”) .
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Qur study approach

The empirical approach simultaneously addresse:
effects over the business cycl e. First, a ti me
|l abor mar ket performance in different recessi ol
data provides. Second, the econometric model e
the different reform effects. The econometric I
established search and matching theory The mo
unempl oyment, vacancies, productivity, wages al
simultaneously isolating the components not exXx|
components, i.e., matching efficiency and job ¢
reform effects in | abor supply and demand, r es|
explained by direct economic relationships are
refor ms. I n addition to this theoretical anchoi
reforms is economically interpretable. First, t
components in matching efficiency and job creat
while controlling for transitory components th:
i nfluences. Second, potenti al ef fects from secHt
structural composition of the pool of unempl oye
|l ength of the unemployment spell are explicitl)
Application to Germany and Spain

The case of Germany offers a unique setting for

mar ket restructuring in recent years in both rec
very detailed and high-quality | abor market dat a
The results on German data for the | ast 30 years
process have indeed substantially weaker effects
the positive effects of structural | abor mar ket
i mpl emented Iin recessions. For reforms in job cr
this result is not specific to Germany. Esti mat e
asymmetries exist in the Spanish | abor market: |
run effects compared to reforms that are | mpl eme
given that the aggregate performance of the Span




devel opment of the unemployment rate was very di
dampened reform effect in recessions turns out t
intensity. This finding is reassuring in that th

i nterest.
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An alternative, potentially more standard approa
indicators of | abor mar ket regul ations. Exampl es
benefit recei
ad

co

(@]

t or i ndices of employment protect
antage of ear interpretability, the new ide
cted to ed indicat

re th

he usage of these obser

-~ ~ 0o ©

forms and t

nw =S
nw < o

me rength of r correctly

ardi ze
ig pic
ed ref

| e

=]

e
| ati on
f

O O »w
L o

i on of ref

dent i

ne
Ne
co

a

v
e 0

be defined in such a stan
orms provides
n b

compariso of the un ser

5 < s @ @ 5 <

erthel es
siderabl
periods wh

-movement s. Ref or ms i ma t

(¢
cC O 9

hing e
bstantial structur al S
nt rates of the OECD to
n Germany after the 2

ang

p |
3-2

S a

3 5 ® »
(7]

< o
=~

ce. Fo
05 ref

the replac

O O O S5 O o
>
o 9 o 0 < T o —

o

substanti al

Policy conclusions

We established a strong interaction of the busi
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These results call for a close monitoring of the
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