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      Dual LMs have been high in the policy agenda during GR   

        ↑                                 ↑  ↑                   ↑  ↑     ↑ ↑   ↑       

   ↑     ↑  ↑        ↑    ↑ ↑     ↑ ↑ ↑       



   Pre-crisis:    Reduction of stringency in overall EPL    



                 … mostly  through increasing  EPL gap  
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Tenure (years) 

            EPL Gap between perms & temps 

        Spain as an epitome of a dual LM  (pre-crisis) 

 EPL gap= Sev. Pay (PC) + Red Tape Costs - Sev. Pay (TC) 



 
Alternative strategies  
 
o (PC) Hire 1 worker for 5 years under PC and then fire 
 
o (TC) Hire 5 workers 1 year each under PC 

 
                  
                       EPL gap=  8.1 monthly wages   
 
 
NB:  If wages were deferrable  (and workers were risk neutral) they 
could offset the transfer from employer to employee (steeper wage-
tenure) 
Otherwise….                   ⇒    Revolving door !!   
 



Revolving door: wasteful  turnover  !! 
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   Dilemma: LM flexibility or rigidity ? → Both in excess 
 
    Volatility of HP-Cyclical Employment: Spain vs. US  



                    Spanish bulimia : Huge JC followed by huge JD  



 Low Training in TC 
 
 Low future pensions of youth employed in precarious jobs 
 
 Scarring effects s of youth unemployment  
 

• Low lifetime wages 
• Low future employment opportunities 
• Low fertility 
• Low mobility 

 Consequences of dualism  



Youth unemployment & NEETs 



Redressing  LM Dualism: Recent EPL reforms   
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Years of service 

            EPL Gap between perms & temps 

------------------------------------------  

---------------- 

--------------- 
 

             EPL gap (Spain post GR) 

↑  

EPL gap=  4.5 monthly wages  (5yrs) 
                



 Dismantling  Dual EPL  
 
 
 Strengthening TC regulations  w/o changes in EPL (PC)/ 

Reducing overly restrictive EPL (PC) w/o changes in EPL (TC) 
 

 Long entry phases (stepping stone) 
 

 Single/ unified open- ended contract (SOEC):  
 
  Andres et al. (2009), Cahuc & Kramarz (2005), Boeri & Garibaldi (2008), 
Bentolila & Jansen (2010),  (P) Ichino (2014), Conde-Ruiz et al. (2011), Cahuc 
(2012), Boeri et al. (2013),  Dolado (2015), Jobs Act, etc.] 
 
 

 
 

 
 



 
 
Pending research issues 



  Technology choices in dual LM and relocation shocks 



Long-lasting effects on Mismatch: Beveridge curve 



 Collective Bargaining  decentralization  →  Higher wage 
flexibility  

 
           (Lazear´s offsetting transfer effect ?)  
 
Can we observe an increasing in temp-to-perm 
 conversion rate for those workers close to 
minimum wages? 



 Specificities in the design of Unified Contract  
Dolado, Lale & Siassi (2016):  Risk aversion+ Young (liquidity constraints) & 
Older workers  (annuities) +   UI financed by payroll taxes 



Decomposition of welfare gains 



Job destruction 

Average wage - all workers  



Political support 

Welfare gain: 0.86% vs. 1.68% (SOEC) 
 
Political support  65.4% vs. 87.06%  

2012 LM reform 





 
 

 Unified  contract (Jobs Act in Italy) 
 
 
 
 
 
 
 
 
 
 
 

 Combination of Severance Pay & Contribution Mutual Fund 
  
 Combination of Severance Pay & Experience rating 
 

 

 How large are red-tape costs ?  Economics of court  litigation ?  
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January - March January - December 
Net change of permanent jobs 237.669    764.129    
Net change of temporary jobs 92.738    -117.344    
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