CONTENTS

Abbreviations ............. ... ... .. 9
Contributors .......... ... ... . . 11
Acknowledgements . .............. .. ... ... ... ... ... ... ... . .. 13
Introduction: (From “Success Story” to Painful

Reality of the Czech Labour Market) .................. ... ... .. .. 15

Part I: Aggregate Labour Market Performance and Policy Issues .... 19
1. The Labour Market in the Czech Republic:

Trends, Policies and Attitudes ...................... ... ... .. ... . 21
1.1 Changes in Employment, Unemployment and Labour Mobility ......... 22
1.2 Wage Developments and Disparities ............................ .. 30
1.3 Work Incentives and Workers’ Attitudes .. ......................... 36
14 Conclusion ...........ouiiuuiiii 39
2. Labour Market Performance and Macroeconomic Policy:

The Time Varying NAIRU in the Czech Republic .................... . 45
21 TheModel ..o 46
22 TheData........ooouiuiiiii 50
23 Estimatingthe NAIRU ............ ... .. ... . 53
24 TheResults .........o.ouuiiiiuii 55
25 Conclusion .............oiiiii 60
Part ll: Employment, Mobility and Unemployment ................ .. 63
3.Czech Labour Market Flows 1993-2003 ................. ... ... . .. 65
3.1 Dataand Methodology ..............coouuuirinui . 65
3.2 Mobility across Labour Market Statuses ........................... 67
33 Job-to-Job Flows . ... ..ot 71
34  Industrial Structure of Employment ......................... ... .. 74
35 Conclusion ............o.iiiiii 77




4. Unemployment, Labour Marginalisation and Deprivation .............. 81

4.1 Unemployment Benefit Policy ......... ... 83
4.2 The Typology of the Marginalised Labour Force . ...............0vee 85
4.3  The Impact of Marginalisation on Labour Force Deprivation ........... 87
4.3.1 Social and Mental Deprivation: Evidence of Involuntary Unemployment . .. 88
4.3.2 Material Deprivation . .. .. cvuvenananansiaiannaana e 89
44 CONCHISION ..ttt ttee et e st 94
Part iil: Microeconomic Issues in Wage Determination ............. 97
5. Regional Wage Adjustments and Unemployment:

Estimating the Time-Varying Wage Curve ..................coovtnnn 99
5.1 Theoretical Background ..........c...oiuninniiiiiiieiians 101
5§52  ESHMAOM .+ o v v vee v eieee e eosaeanoesoasnannennsusnacnsss 105
5.3 DA .+ o oo et e e 107
S4 RESUIS .o\ttt it iee it e 108
5.5  CONCIISION vt v te et teee e m e aea st oans 114

6. Czech Relative Wages and Returns te Schooling:

Does the Short Supply of College Education Bite? .................... 117
6.1 Background ..........i.eieiiiii 118
6.2 DA .\ttt 121
6.3 RESUIS oo vt vreieteiene e 122
6.3.1 Education Structure of Employment and Relative Wages .............. 122
6.3.2 Mincerian Returns to Education ... 125

6.4 CONCIISION v vvvetene e st n e aaaa s 128



