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Outline

» Excellent report on the renaissance of the Public
Employment debate after the Great Recession and in
the midst of the Great Contagion

“Lazy bureaucrats to be cut” vs. “ Providers of public policies to be
protected”

> Three goals

-  Establishing the facts about g-sector (vs. p-sector)
. Reviewing the literature (in a critical way)
. Providing policy recommendations & a roadmap for reforms



Facts



Observable heterogeneity dimensions in g-sector

Females (+40% ), Older (peak at 50-60), High Skilled (+60%),
Poorer regions (+ crowding in...except Alesina and nepotism)

Wage compression (wage premium for LS vs. wage penalty for HS)

Less wage compression in Northern than Southern EU countries

Higher (but declining) unionization in g than p everywhere

Lower turnover in g (higher job stability)

Lower gender gap in g



Unobservable heterogeneity dimensions in g-sector

“Hire best person for the job” vs. “Hire right person for the job”
HS women may prefer g (less statistical discrimination than in p)

HS men may prefer g, especially in countries with high degree of
over-education.

For HS women: T Weg ...while for HS men: l Weg



Models



Theories on wages (W) and employment (E) at g

RBC: » T Eg > l Ep (crowding out)—> T Whp...
SaM (random): = T Wg = T WR (res. wage)—> T Wp = { Ep

SaM (directed):T Wg — long queues ing > Ivp > 4 Ep

Lack of “demonstration” effects of Wg on Wp if Eg = constant
(nice result on a highly ideological debate)

p( )



Policies



Recommendations

Wg = Wp... Monopsony !! (L: low skilled, H: high skilled)
I?H][WLL(WL) +wyH(wg)] s.t. Y = H*L1™“
g; = elasticity labour supply with ey < g

— 28 < perfect comp & 2 T perfect comp

wi

That would explain wage compression and H — intensity



How are the best recruitment practices in g?
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Use of formal examinations in recruitment



Austerity and job stability: the surge of TC in g (Spain)

TASA DE TEMPORALIDAD EN LOS SECTORES PUBLICO ¥ PRINVADD GRAFICD &

1 TASA DE TEMPOREL 08D DEL EMPLED DE LAS AAPP POR SECTORES 2 TASA DE TEMPORELIOAD OF L& PANTE PRVEDE POR SECSTORES

aX . \L R . . o \L

= ]

1] b

= it

. 1] i

15 -] |

.Iu ' ' ' ' ' ' .Iﬂ ' '

2005 X005 M00T 2008 2000 2000 AN 2012 2R A4 AFE M8 2005 2004 2007 2008 MO0D A0 AT M2 s 2nd AME BANE
— TOTA OF LA AT TRAT I PUBLCAS e PEATE PR OF L0 SECTORES (M PRESEMOA DM AT OF LAS AR 84
N MEATE PR, s HUCAO0H PRETE PRRADS

— #AL-THI'I::LLM PHTE PLELECR, s SN0 7 SRS S0 S5 FRATE PRRADE

m— FEETD AP AL ELHENE Eat L WEATH AT

FLEMTE: Brousalia da Foldactn Actha [IMEL



Thanks for your attention
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