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1. Introduction

The process of job search has recaeived compardively little attention in the job search literature,
which has been more concerned with the determinants of the reservation wage in a framework
that has often taken the arivad rate of job offers to be exogenous (eg. Narendranathan and
Nickell, 1985). Although job search has been modded in a number of theoreticd and empirica
trestments, the tendency has been to treat search effort as a uniform activity (eg. Lippman and
McCdl, 1976, Baron and Mdlow, 1979). This is unstidactory given longrecognised
differences in job search methods (eg. Bradshaw, 1973), which dealy differ in ther time and
money cods, coupled with suggedtive evidence on the apparent success of some routes (notebly,
the informa channd of friends and rdatives) and the seeming ineffectiveness of others
(principally the public employment service).!

Recently, the process of job search has attracted greater empirica scrutiny with a view to
ewiching and ultimaely teding the basc seach modd. In fird reviewing this literaure,
however, our concan is less with its implications for the seerch modd than in addressng aress
of controversy and setting the scene for our own empiricd inquiry. We use a unique data st for
Portugdl that alows us to assess the effects of different job search drategies on escape rates from
unemployment as well as to gauge the effectiveness of the resulting matches. Much atention will
be accorded the public employment service because of disagreement in the sparse literature as to
its efficacy, and because the new 'employment drategy’ of the EU rdies heavily on member
dates public employment services for itstraction.

2. TheEmpirical Literature
The literature on the process of job search is lagdy confined to U.S. and British dudies The

former contain measures of the time intendty of the various search drategies pursued by job
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seekas, plus informaion on the number of contacts made and offers recaived through each
seach method. By contrad, the British dudies have typicdly had to work with limited
information on job search strategies and job finding methods?

The bestknown U.S. dudy is Holzer's (1988) andyds of the search behaviour of
unemployed workers aged 16 to 23 years from the Youth Cohort of the Nationad Longitudind
Survey in 1981 (see dso Holzer, 1987). In Holzer's job search mode, the choice of job search
methods are relaed to their costs and expected productivities, as well as nonwage income. In
eech period, the unemployed individud seeks to maximise the sum of current and expected
future utility by choosng a resarvation wage and a levd of search intendty. The resaervation
wage determines the probability of accepting an offer while the set of seerch methods determine
the generation of job offers (though not wage offers).

Fve search methods are didinguished: friends and reatives, responses to newspaper
advetisaments, dae employment agencies, direct gpplications to employers, and ‘other’
methods. The use of friends and rdaives and direct gpplications to firms are not only used most
frequently but dso mog time intensvely as wel. They are dso the mogt productive in generating
offers and acceptances conditiona on thelr use.

Holzer examines the determinants and outcomes of search. For its part, search intengty is
modded as a function of the probability of obtaning an offer. The rddion is direct, suggesing
that search intendty reflects the expected returns to search. At the individud search method
leve, predicted offers have pogtive coefficients for direct gpplications, advertisements, and
‘other’ methods. Negetive asociations are reported for friends and reaives and the date

employment agency. It is argued that the low cost of the friends and rdatives route judifies use
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of this method, and that the dtate employment agency is utilised by those with few opportunities
to begin with.

As far as outcomes are concerned, Holzer separately regresses a measure of job offers
received on firg the number and then the type of search method used. Search intensty has a
postive and daidicdly dSgnificant effect on the probability of receiving an offer (as wel as
acceptances). All the individuad routes have pogtive coefficient esimates, dthough only those
for friends and redives are datidicaly Sgnificant a conventiona levels. Neverthdess, Holzer
(1988, 17) chooses to interpret the podtive associaion between use of the dae employment
sarvice and receipt of offers as noteworthy ‘given their reputation for low effectiveness.

Holzer's finding as to the apparent effectiveness of the friends and rdatives route is
underscored by Blau and Robins (1990) in an andyss of Equa Opportunity Flot Project data
for 1980. The authors andyss of conditiond (on use of the method) offer and acceptance rates
indicates that this search method generates the most offers per contact and the most acceptances
per contact, while having the highest acceptance rate per offer.>  However, Blau and Robins aso
report that the public employment service generates among the lowest offer and acceptance rates
of dl job serch mehods Rdaedly, Kedey and Robins (1985) had ealier found negdive
effects of the number of job search methods used on the probability of gaining employment — a
result that they attributed to the job search requirements of the U.S. unemploymert insurance
sysem. Unemployment insurance (Ul) recipients were found to use more methods of search but
make fewer contacts and receive fewer offers than non-recipients. This pessmism as to the
efficacy of the U.S. public employment service is echoed more drongly in a number of other

U.S. dudies (eg. Ports, 1993; Bishop, 1993; Wielgosz and Carpenter, 1987).



British reseerch on the operation of the public employment sarvice is dtogether more
optimigic. Thus, in a dudy usng Labour Force Survey (LFS) data for the intevd 1984 to 1992
and quately LFS flow data for 1992, Gregg and Wadsworth (1996) report that around 70% of
unemployed job seekers make use of Jobcentres, and that one in five maches are ataned via
this route. Gregg and Wadsworth's descriptive data for 1992 indicate tha the media (i.e
advertissments) and the Jobcentre are the two most popular search methods followed by friends
and rddives route. (The remaning categories are direct applications, private employment
agencies, and 'other' methods which are subsequently used as the default.) These search methods
adso record among the highest successful placements ther comparatively low hit rates beng
more than offset by their higher frequency of use.

In edimating the probability of successful trangtions out of unemployment, the authors
probit andyss (for maes) shows that direct gpplications, advertisements, and the Jobcentre each
have postive and datidicdly dgnificant coefficients The edtimated margind effect of usng a
Jobcentre, as opposad to 'other' methods, is to increase the average trangtion probability by 34
percentage points above the sample mean, implying a reduction in jobless duration of aound
three months (average duration being approximated by the outflow rate). Other interesting results
from this trangtions equaion are the increesingly negdive effect of job search duration; the
finding that the Jobcentre coefficient estimate is highest among the long-teem unemployed;, and
the significantly positive effect of direct applications for both short- and long-term unemployed*

In a find iterdtion, Gregg and Wadsworth modd the probability of usng the various
search methods, conditiond on meking a trangtion into work. They report that duration of
joblessness is pogtive for the Jobcentre route, negative othewise. Interestingly, the effect of

beng an Ul bendfiday is negative and dgnificant for the Jobcentre route, implying that



()]

damants ae less likdy to have secured work through the public employment service The
opposite is the case for direct gpplications to firms Low-skilled workers only agppear to gan if
they use the Jobcentre route.

Given the tendons within the dill sparse empirica literature, and the defidencies of the
British data, the need for additiond European information is urgent. To this end, our trestment of
the Portuguese daa supplements the andyds of trangtions out of unemployment with an
invedtigation of wage outcomes. The success of the job maich is dso evduaed by linking
trangtions from employment into unemployment to the way in which the job was located.

3. The Portuguese public employment service

The agency responsble for running the public employment sarvice (PES) in Portugd is the
Inditute for Employment and Vocaiond Traning (IEFP), a divison of the Minisry of Labour
and Solidaity. The IEFP is regpongble for job broking, vocaiond guidance, adminigering
employment subddies, vocaiond training, and gpprenticeship traning. It does not adminigter
unemployment  benefits, which are indead the responghility of the socid security branch of the
Minidry. However, payment of benefits hinges on prior regidration with the IEFP, and
continued benefit receipt reguires the recipient to confirm his or her subsequent unemployment
datus with the agency. Access to benefits can be denied the recipient following a refusd to
undertake suitable work or training.

As regards the job-broking function, the IEFP does not have a placement monopoly. Both
temporary work agencies and private employment agencies are dlowed, but they account for a
trivid number of placements (see bdow, and OECD, 1998, 114). Employers ae under no
obligation to notify vecandes, and IEFP placements as a share of dl hirings in the economy are

lower than in mogt indudridized nations. Placements into regular jobs exceed placements into



the largest manpower programs for the unemployed, dthough some of these jobs are subsdised
(OECD, 1998, Table 3.1).

Vacancies are modly handled on a closed bass 85% of vacancies are neither advertised
nor displayed. The IEFP sdects for each vacancy a smdl number of suiteble job seekers from the
regiger who are cdled for inteview and then sent on to the employer for interview. Referads
average three per vacancy. Vacancies, which are commonly accepted by phone, are entered into
an automated sysem for job broking (known as S GAE), which adso contains full higorica data
on the job seeker who is assgned one or more 6-digit occupaiond codes. In the matching
process, vacancies go on hold in the wake of an initid referral.

Job search programmes in Portugd ae sandl scde. They indude collective information
sessons of a lagdy untargeted nature, job clubs targeted to the long-term unemployed, and
indvidual assgance plans amed a bendfit recipients who have been jobless for more than sSx
months.  Expenditures for job search assdance are dwarfed by subsdies to employment for
youth and adults, self-employment measures, direct job creation, and training programmes.

Subsdies to the employment of youths (and the longterm unemployed) incdude a
progranme of exemption from socid security charges Sdf-employment schemes are  quite
vaied, the mogt important beng the capitdisation of unemployment benefit entitements and a
locd employment initiative scheme which pays a dat up grant and a loan to non-recipients. For
its part, direct job cregtion is nontrivid and of growing importance over our sample period, but is
agan not gspecificdly targeted a the long-teem unemployed. The man component of direct job
cregion is an ‘occupaiona employment’ program, which employed a litle over 23000
individuds in 1996 (OECD, 1998, Table 56). Fndly, traning programmes dominate other

manpower measures.  Youth traning meesures account for 35% of active labour market



progranme expenditures. Interestingly, more is spent on traning employed adults then ther
unemployed counterpats (27/% and 6% of active labour maket programme outlays,
repectively). Of the latter, roughly one-hdf of those in adult training programmes are long-term
unemployed. However, the rdaivdy low numbes involved means tha the longterm
unemployed are more likely to receive other types of support (eg. occupationa employment).

In sum, the Portuguese public employment service has both novel and more traditiond
components. The modern feature is the computerised, comprehensve sysem of job  broking,
covering dl notified vacancies and unemployed regidrants That sad, PES daffing rdative to
the totd populaion is lower then in most other indudridised ndtions and is becoming
increasingly draned and diveted away from placement work. In particular, limited atention is
devoted to the long-term unemployed. The encouragement of job search on their pat is raher
cursory if not minimdig — unemployed bendfit recipients are only required to be interviewed
evay fifth month. This is problematic in view of rigng digibility for unemployment insurance
and unemployment assdance. As fa as active labour maket programmes are concerned, a
limiting fector is the inadequate atention accorded the factors associated with the trangtion into
long-term  unemployment (see Portugd and Addison, 1999). Another concern, by no means
resricted to Portugd, is the phenomenon of cyding between unemployment bendfits and
participation in manpower programmes
4. Data
Our data are taken from the quarterly Labour Force Survey(s) (Inquérito ao Emprego) of the
Portuguese Nationd Inditute of Statigics (Ingtituto Nacional de Edtatistica). This nationdly
representative survey enquires of a random sample of individuds their current labour market

gatusincluding egpsed duration in that Sate, and labour market history.



The employment survey has a quas-longtudind cgpacity. Each individud is interviewed
for gx consecutive quarters, thereby enabling us to track trangtions across dates — employmant,
unemployment, and inectivity — for up to five quaters. Trandtion rates ae obtaned by
identifying those in a given date, and ther eapsed duration, who moved out of that dae over
the course of the subsequent quarter and dividing by the totd number of individuds with the
same eapsed duration in that date In the case of trandtions out of unemployment, for example
conditiond probabilities of exiting unemployment can be thus be computed a different duraions
to yidd quately hazad raes namdy, the paten of reemployment probabilities by
unemployment duration®

This type of sampling plan of obsarvation over a fixed interva (see Lancagter, 1990) will
be usad to identify the contribution of the various job search methods, described below, to escgpe
rates from unemployment over the interva 1992-96. Since we can d<o track al trangtions out of
employment into unemployment, we can furthermore offer a measure of the effectiveness of the
maitch produced by a paticular jobfinding method for the period 1994-97 (job-to-job trandtions
can only be identified after 1993). The daa will dso be used in a sock fashion to assess the
contribution of job-finding methods to earnings in 1997 to provide additiond information on the
effectiveness of the public employment sarvice (adeguate wage information is unavalable prior
to 1997).

Turning to job search methods, seven job search categories are fashioned from the
urvey: direct gpplications by unemployed workers to firms ('direct agpproach), pursuit of
informa methods (friends and reatives), use of the media (‘advertisements), 'sdf-employment’,
'examindions, and a resdud group of ‘other methods’ The sdf-employment category

necessarily refers to activities preparatory to sdf-employment proper and encompasses atempts
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to obtain financing and equipment, or oace to run a busness. The category of examindions
aso includes interviews with an employer in addition to actud tedts.

The employment survey dso identifies job finding methods. We identify eght such
caegories. The additiond dassfication identifies Stuations in which the individud was
‘contacted by an employer’. This new category covers direct recruitment drategies on the part of
firms other than via advertisements. In the case of job-finding methods the dassfications of
sdf-employment and examinations are now formaly that and hence do not exactly match job
search grategies of the same nomenclature used for unemployed individuas.

In the andyss of trangtions, the job search and job finding methods relate to successve
quaters. For the gock-of-wage-earners andyss, job-finding methods pertain to the current job,
which may in the limit have been hdd snce labour market entry (dthough we shdl dso provide
results for a subset of workers who moved into employment in the lagt three months). Each job
search and jobfinding messure will be employed in the trandgtions andyss For the wage
andyss the caegory of sdf-employment is omitted because the survey does not provide
earnings data on such individuals®

In addition to the job search and job-finding methods the employment survey dso
indudes information on the unemployment bendfit datus of the unemployed individud. In the
present trestment, we use a Smple dummy vaiadble to cgpture the effects of recapt of
unemployment insurance (and assidance). Other vaiadbles in the survey indude information on
the individud's age, maitd daus levd of schooling, past recapt of vocationd training, tenure
on the previous and current job, years of labour market experience, wage, number of jobs held,

occupationd status, reason for job loss, industry, and region of resdence.
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Of these arguments, dl of which are used in our regresson andyds, only the wage
vaiadle requires some amplification. Survey wages (prior to 1998) are measured as a categorica
varigble, comprisng thirteen wage intervas These are wel spread among the didtribution®
Left- and right-censoring characterise the bottom and top intervads To edimate the wage
equaion, therefore, we use a grouped regresson mode and assume a parametric digribution (the
lognormd) for the error term. As a check, we dso provide a conventiond OLS specification,
using more recently available continuous wage data.

Fndly, the redrictions imposed in the trandtions andyss were that the individud be
unemployed — or employed in the case of trangtions into unemployment — at the time of the
urvey. The only remaning redrictions, used in both the trandtions and wage eaner sock
andyss were that the individua be aged between 16 and 64 years, and be resdent in mainland
Portugd.

5. Methodology

In order to andyse the quately trangtions from unemployment into employment, since the
information on dgpsed unemployment duration is given in months we ecdfy a discrete time
duration modd. Cdendar time is divided into K intervas [0, ci), [c1, @), ...[ck1, 8) where &
define the limits of the intervds  Even though we obsarve dgosed unemployment duration in
months (up to 98 months), in practice we aggregae unemployment duration in eeven duraion
intervas corresponding to 1, 2, 3, 4, 5 6, 79, 10-1213-18, 19-24, and more than 24 months
Disrete time (unemployment duration) TO {1, 2, ...k} is obsarved with T=t denoting exit into
employment  within interval [G1, ). The discorete hazard function, depicting the conditiond
probability of an individud exiting into employment & intevd t, given tha he or she Hayed

unemployed until t, is given by
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At Y =P(T=t|T=t,X) t=1,2...k—-1

where x denotes a vector of covariges. Given our sample plan and the discrete nature of the
duration of unemployment, a succesful event is defined as the occurrence of an exit into
enployment over the course of a quater, obtaned from observed changes in labour market
datus over successve quaters.  Thus, trangtion rates are quaterly and give the probability of
moving into employment over a peiod of three months given that the individud <ayed
unemployed until then.

Asuming a proportiond hazards (or Cox) specification for the effects of the covariates,

the grouped proportiona hazards modd is defined by (Prentice and Gloeckler, 1978)
A1 =1-exp[-ep (2 +xB)]

where the parameters of this piecewise basdine hazard function result from

1

2=lg[§ 2W-§ W]

and where 7(u) denotes the underlying continuous basdline hazard function.

If, however, we want to didinguish between didinct job finding methods being
indrumenta in the job search process, we can specify a cause-specific hazard function (namdy,
a ocompeting risks modd), whee we modd the conditiond probability of exitng from
unemployment into employment through a specific job finding method j, as

Z)=PT=t3=]|T=tX)

More specificaly, under the proportiond hazards assumption,
2t19=1-ep[-ep (g +x8))]

The wage information provided by the Portuguese household survey is given in thirteen

diginct intervals. In other words, wages are grouped into thirteen ordered classes. Fortunately,
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the limits of the intervds are known, leading naturdly to a standard grouped dependent varigble

modd

|
Inw= Q1 {XR+?>a}

i=1
where the latent variable Inw* is assumed to be determined by
Inws=x0R+7?
and is known to fdl in one of the I1+1 ordered intervds (O, a), (&, &, ..., (@, 8), which
correspond to prespecified log wage intervals.  If ? is assumed to be normdly digributed the
modd will correspond to a conventiona grouped log-norma dependent variable modd.
Findly, the choice between fixedtterm and openrended contracts can dso be is defined in
terms of alatent variable moded
V¥ =X 3+7
where V* can be viewed as the unobserved vdue of daying in a given dae (say employment).
The binary response model can then be expressed as an indicaior of the pogtivity of the latent
varigble
V=1{xR+?2>0}
which will lead to the binary logit modd if ?is assumed to be extreme vaue didtributed.
6. Findings
Table 1 presents descriptive information from the quarterly trangtions data covering the interva
1992(2)-96(4). The firg column of the table gives the number of unemployed individuds in a
given quater udng any of the seven identified search methods. The public employment sarvice
is evidently the most common search vehide (used by 26% of unemployed job seekers), closdy
folowed by the use of friends and rdaives (24.8%) and direct gpplications to employers

(22.3%0). But note that individuasin our sample typicaly use more than one search method.



(Table 1 near here)

The second column of the table provides the number (and share) of each category of
those unemployed identified in the firg coumn who trangtioned into employment in the next
quater. Thus for example, of the 7,138 unemployed individuds using the direct goproach in t-1,
some 1,211 (or 17%) were reemployed in quarter t. The 'success raies fdl in the rdativdy
narow range of 13.8% (advetisements) to 185% (‘other’ methods). We cannot of course
concdude from this information the extent to which any one search draegy is any more
successful than another because job seekers use multiple search drategies. More information in
this regard is conveyed by the 'hit rates shown in the third column, snce these directly link job
search drategies used in the previous quarter to job finding method in the next quarter. More
marked differences now characterise the sample. With the exception of saf employment — which
may or may not represent a truly successful trangtion, and where the numbers involved are
modest — the use of friends and relatives emerges as the most successful drategy (the hit rate is
75%), followed a some disance by direct gpplications on the pat of the unemployed worker to
firms (4.3%). The bdance of the search methods have hit rates that fdl in the band 1.2% to
1.9%, the public employment service occupying amiddle pogtion in this range.

Findly, the fourth column of the table smply identifies the job finding method of those
who found work in a given quater. Thus for example 501 workers unemployed in the
preceding quarter found employment in the next quarter via the direct gpproach, representing a
litle over one-fifth of reemployed workers. Since 305 of these had dso used the direct goproach
as a job search drategy when unemployed, it follows that 196 of the totd did not report use of
this drategy in the preceding quarter. In other words, a non-trivid fraction of the unemployed

found work through search methods they were not using in the previous quarter.*°
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(Table 2 near here)

The materid in Table 1 abdracts from the persond characterisics of those usng the
vaious job search drategies (and job finding methods). A ceteris paribus trestment of the
probability of escgping from unemployment between successve quaters by the job search
method used in the previous quater is provided in Table 2. No omitted search category is
deployed because of the use of multiple job search drategies by the unemployed. Directly, the
table only dlows us to evduae whether some search drategies gopear to work in rasng
trandtions as compared with the atificid gtuaion of no search methods (dthough one can
compare any par of job search methods by smply taking the difference between the reevant
coefficent edimates). In this light, 'successful’ search methods appear to be direct gpplications to
employers, taking examinations, and sdf-employment. Compared with the counterfactud, these
three job search methods devate trangtions by 245%, 19.7%, and 49.5%, respectivey. By
contrast, there is no indication that use of the other search methods materidly raises hazard
rates.!!

The behaviour of the controls is much as expected. Thus, schooling, the number of jobs
previoudy hed, being mde and the necessxily anticipated termingtion of a fixed-term contract
are dl associated with higher escgpe rates, while recaipt of unemployment benefits, tenure on the
log job, age, and labour market entry (denoted by ‘firgt job) dl serve to depress escape rates. As
far as the other covariates are concerned, the year dummies broadly indicate that flows out of
unemployment ae procycicad because 1992, the omitted category, is a year of low
unemployment. For their pat, the regiond dummies capture higher unemployment raes in
regions with large metropolitan arees (the North and Lisbon) or subject to high seasondity due to

tourigan (the Algave). Findly, not shown in the table is the asociaed devendement basdine
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hazard function. This displays srong negetive duration dependence, that is, escgpe rates decline
with jobless duration. Thus, to take the case of a 30-year old unemployed mde with nine years of
education — and who is asigned a zero vaue for dl the other variables — the quarterly trangtion
rate into unemployment declines from 30% d&fter one month of unemployment to 25% da Sx
months, and to 17% after twenty-five months.

(Table 3 near here)

Table 3 consders the disaggregate hazards for successful job search methods in the
quarter following unemployment, focusng on the role of individud characteridics. Successful
trangtions correspond to the data in the find column of Table 1, the smdl discrepancies in the
respective cdls beng accounted for by the additiond job finding method of direct contacts on
the pat of employers In this hazad regresson modd, we ae edimating the impact of the
covariates on the conditiond probability (i.e conditiond on unemployment duration) of getting a
job through a specific job-finding method.

The mogt important of the results in Table 3 are as follows Firg, as is to be expected,
unemployment  benefit recipients are less likdy to meke a success of the various job search
methods than are non-cdamants. The mgor exception in this regard is the public employment
savice, where the benefit coefficient esimate is both postive and datidicdly sSgnificant.  This
result is mog likdy a conssquence of the requirement that the unemployed be regisered with the
public employment agency in order to collect benefits, and does not necessxrily have any direct
behaviourd interpretation. That sad, it may dso be the cae tha unemployment bendfit
recipients may lose ther benefits if they fal to take the job offered by the public employment
savice  Second, higher leveds of schooling dearly fadlitate employment trangtions through the

examinations route, dthough they do nothing to improve the reemployment prospects of those
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entering employment with the guidance of the public employment agency (or via severd other
routes). Third, direct search and the friends and relatlives route noticegbly fals to facilitate the
reemployment of older (end whitecdlar) workers visa-vis thar younger (blue-collar)
counterparts, while the negative effects of tenure on the previous job are much more condstent
across dl job finding mechaniams Fndly, mdes gan most from direct gpproaches to firms and
the use of informa networks, which routes are dso the mogt important for those with greeter
job-holding in the past. In sum, rather different observed characteridics do after dl define the
success of the various job-finding methods
(Figure 1 near here)

Hgure 1 provides information on the basdine hazards for the eight jobfinding methods
Agan, these correspond to a mde individud aged 30 years with the mandatory schooling leve
of nine years and where dl the other variables assume zero vdues The height of the various
functions reflects the frequency of use and the productivity of the job finding methods The
principd rexult is the negaive duration dependence ataching to the direct gpproach, informd
methods, and advetisements No such evidence of dedining excgpe rates with unemployment
duration gpplies to public sarvice employment. Although the paitern is conggent with some
individuds ugng this route after dl other job seerch methods have been tried without success,
the more important observaion is tha trandtion raes for jobs found through the public
employment service are dways very low, irrespective of the duration of employment. The hazard
rate for sdf-employment is interesting in two respects firg, it is raher high; and, second, it does
not display negative duration dependence, suggedting that Sarting up a new busness is not a
drategy of last resort. As far as the remaning job-finding methods are concerned, the limited

sample szes serveto limit the inferences that can be drawn cancerning duration dependence.
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We next evduae the success of the respective job finding methods in terms of earnings
levds and subssquent transtions from employment into  unemployment’? Beginning  with
eanings development, Table 4 consders earnings functions by job finding method for the entire
dock of wage earners in 1997. Because there can only be one successful job finding method, the
fited eguations now use an omitted category, namdy, ‘other’ methods. It will be recdled that
urvey wages in 1997 ae in the form of a categoricd varigble Accordingly, the edimates of a
conventiond Mincerian earnings regresson, given in the table, were obtaned from a grouped
regression modd.

(Table 4 near here)

The firgd column of Table 4 presents results fa the mogt parsmonious specification of
the loglinear modd thet indudes only the jobfinding methods as arguments. It provides a rather
different picture of the success of job search than is evident in the flow data (see Table 2). Thus,
the two mogs popular job searchjob finding methods of direct gpproaches to the employer and
the use of informd networks are markedly less successful in terms of earnings (than the omitted
caegory). The pogtive role of the examinaions route is correspondingly eevated in importance.
The one condant across tables is the seemingly poor peformance of the public employment
agency: workers who report having found a job through this route receive 38.7% less than those
who obtained their job through ‘other’ methods.

Our ealier reslts pointed to the importance of individud characterigics in determining
trandtions from unemployment. The second column of Table 4 confirms that the same obtains
for eanings. In four out of five cases the negative coefficient edimates for the rdevant
job-finding methods are subgantidly reduced in absolute maegnitude with the induson of the

human capitd, demographic, and other controls. Neverthdess, the rdative earnings disadvantage
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ataching to the public employment service route is more twice that of its closest contenders (and
is 18% less than the reference category of 'other’ methods). The magnitude and sgn of the
coefficient edimates for the human capitd controls — recept of vocationd training, schooling
leve, and years of experience — are quite conventiond, and the effect of full-time employment is
predictably srong. The patern of indudry differentids is aso unsurprising, the omitted category
being agriculture,

The penultimate column of Table 4 adds ‘temporary work' in the form of fixedterm
contracts to the lig of regressors. Also added are years of tenure since our sample is the
population of al wage earners a end of the survey period. In fact, as shown in Appendix Table
1, jobs found through the public employment sarvice are, other things being equd, more likdy to
be of a fixedtem naure Specificaly, the odds ratio is 4.7, meaning that a job found through
this route is 4.7 times more likdy to be a fixedterm contract as compared with the reference
category of ‘other’ methods. Not surprisngly, therefore, when fixed-term contracts (and tenure)
ae induded in the eanings function, the rddive eanings disadvantage associated with job
finding via the public employment sarvice is somewhat atenuated.

There remains the possbility that the impact of the public employment service
could be picking up a duration effect on wages. If human capital depreciates with the
length of the jobless spell, and the longer-term unemployed make disproportionate use of
the public agency, the previoudy estimated coefficient estimates for the public employment
service might be considerably overstated. To test this possbility, we added a variable
indicating the individual's jobless duration prior to the reemployment event for each of the
specifications contained in the first three columns of Table 42! The final column of the

table reports the results of this exercise for just the fullest specification. It can be seen that
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although the effect of prior jobless duration is both negative and well determined, the
coefficient estimate for the public employment service is virtually unaffected. (The same is
true for the duration-augmented counterparts of the more parsmonious specifications in
the fird two columns of Table 4, for which the coefficient estimates for the public
employment service are -0.464 (0.026) and -0.187 (0.018), respectively.) Accordingly, there
is every evidence to suggest that the public agency wage effect is robust. Expressed another
way, there is little indication that the wages in jobs secured through the public employment
service materially reflect employment-of-lastresort considerations on the part of
unemployed job seekers. Note that these estimates are meant only to be indicative. This is
because a correct reading of the search-theoretic literature would caution that wages and
unemployment duration are jointly determined; not only does duration have a direct effect
on reservation and offered wages but the latter will also feed back into duration (for an
empirical assessment of Smultaneity bias in wage equations stemming from the joint
determination of wages and unemployment, see Addison and Portugal, 1989).

As a further check on these earnings results for the entire sock of wage earners in 1997,
we dso edimaed a wage equaion for a redricted sample comprisng only those who had moved
into employment in the last three months. For this purpose, we had to rdy on information on
trandtions for 1998 and 1999. (The rddivdy smdl number of trangtions in 1997 teken in
conjunction with the grouped wege information, proved insufficient to identify meaningfully the
influence of dl the job methods) Given the avallability of continuous wage data for 1998 and
1999, however, we were able to use more convertiond OLS regresson methods. With the
exception of the excduson of the tenure vaidble and the induson of a dummy for 1998 (to

dandardise red eanings) dl the remaining covariates were otherwise the same as in Table 4.
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The findings are presented in Appendix Table 2 and mirror our previous results. In paticular, a
materid disadvantage attaches to jobs found through the public employment service — 20% in the
prefared  specification visa-vis ‘other’ methods — while the advantage associated with the
examinaions route was on this occason paticulaly srong (40.6%). One other interestingly
result is that the sgn on the fixedterm contract variable is reversed, suggesting that the
disadvantage of aypicd work does not show up in darting sdaies We should dso note tha,
usng a Tobit modd truncated a the minimum wage, theréby exduding those individuds earning
wages & or bdow the gae minimum, yidded virtudly identicd results Even dfter netting out
minimum wage jobs, then, the wage disadvantage attaching to jobs found through the public
employment service persss (now a aound 15%), agan suggeding that our results are not
driven by occupationd employment schemes Full results of this exercdse ae avalable on
reques.

We turn in conduson to the issue of labour market trangtions subsequent to the job
finding event. On the bass of the dock daa just 1.8% (=5[546/30,166].100) of currently
employed workers reported that they found work through the public employment service. This
may be compared with the corresponding vdue of 104% (5[124/1192].100) from the flow data
in the third column of Table 2. The dear implication is that such jobs are shorter lagting!® To
cast further light on this issue, we can use flow data for 1994-97 to examine trangtions from
employment to unemployment!® We note that the data do not allow us to distinguish
between quits and layoffs, but it can safely be assumed that the latter dominate given the
low flows through unemployment relative to total worker outflows identified in Blanchard

and Portugal (2001).
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SO as to be condgent with our earlier andyds Table 5 provides hazard regresson
edimates of the flows out of employment. Separate results are given in the table for a constant
basdine function hazard, and for two gpecifications of a piecewise condant hazards modd in
which the basdine is defined by five tenure intervas. In each case the reference caegory is
agan ‘other’ job finding methods. The fird column of the table indicates that, compared with
‘other’ methods, jobs found through the public employment agency ae a little over four and
oe-hdf times more likdy to be assodaed with trangtions into unemployment. Although
slicitaions from employers and use of advetisements ae dso asociated with  higher
trangtions, the effect is much less pronounced. On the other hand, those who found work
through the examindions route are only one-third as likdy (as the omitted category) to trangtion
into unemployment. As far as the other regressors @& concerned, the effects of schooling and age
in lowering trangtions and being femde in devating them is thoroughly conventiond.

(Table 5 near here)

The second column of Table 5, wherein a more flexible basdine hazard modd is used,
provides amilar results. The main change is a large reduction in the negative effects of the public
employment sarvice, which is now asodated with dmogt a doubling in the probability of
trandtioning into unemployment versus ‘other’ job finding methods. The coefficient estimate for
the examinations route is, however, largely unaffected. The find column of the table again adds
aypicd work and part-time employment to the lig of regressors for this flexible representation
of the basdine hazard. The man effect of this augmentation is to further reduce the turnover
implications of the public service employment route to job finding which is now associated with
a 42% higher hazard rate than ‘other’ methods, adthough the effect of examindions is again to Al

intents and purposes unaffected. Since jobs found through the date agency are disproportionately
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fixedterm in nature (see Appendix Table 1), and given the strongly postive effect of such jobs
on the probability of trangtioning into unemployment, it follows thet the former result is purdy
atifida.l’ Interestingly, pat-time jobs ae 22% less likdy than their full-time counterparts to
result in unemployment.

The implication of our empirical results is that the effectiveness of the public
employment service in Portugal is low. But the observed outcomes are the result of a
number of factors that are difficult to disentangle. Fird, there is the issue of genuine
ineffectiveness. Second, the pool of jobs reported to the agency by employers is typicdly smadl
and comprisss low-paying podtions that are difficult to fill. In this sense the public employment
sarvice can be likened to a search method of last resort on the pat of employers. Moreover,
employers tend to avoid public employment service placement unless they can obtan some type
of subsdy for hiring, say, inexperienced youth and other labour market entrants. Although the
lower-paying and shorter-lagting jobs that result may not be ‘attributed’ to the public
employment service, such employer behavior likely reflects the failure of that agency to
provide them with 'good' workers — firms being unable to rely on the referral process as an
effective screen. (SCRAPBoth facors — as well as inefficiency per se — hint & potentidly severe
reputational  effects associaed with the public employment serice and its dients) Third, there is
the active component of employment policy to condder, involving the placement of workers by
the date agency in 'occupationd employment’ programmes (section 2). These are jobs that often
pay minimum weages, typicdly in the public adminidration sector. Here we may indeed obsarve
employment of lag resort. In the event, our results were not sendtive to this potentia
complicating factor. That is the pettern of coefficent estimates was not materidly affected when

we netted out (i.e removed from the sample) jobs paying minimum wages, or for that matter
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when we excdluded the public adminidration sector. Fourth, as we have seen, dl workers who
draw unemployment benefits must regiger with the public employment sarvice, even though thet
agency does not dispense payments. Here the sdection mechanism involved favours workers
who stidy the digibility requirement. In this case, sdection is likdy to go 'the other way'
because insured workers have longer work histories and greater attachment to the labour force
thean an unemployed individud teken & random. In other words given the fulfillment of the
digibility requirement, and other things equd, they are more likdy to find a job then randomly
sected individuds. In this light, we think it sengble to offer a reduced-form explandion of the
point esimaes for public sarvice employment, namdy, as viewing them as picking up both a
low leve of effectiveness and sdection problems.

7. Concluding remarks

Perhaps the mgor finding of this empirica enquiry has been that the public employment sarvice
has a low hit rae and leads to jobs that do not last, that ae lower paying, and that rewad
observed human cgpitd  dtributes conspicuoudy less then do other job-finding routes These
results do not gopear to be ultimatdy determined by the date agency's role as an indrument of
active employment policy, wheren individuds ae directed to low-paying jobs or jobs of an
employment-of-lag-resort  neture. Our  basc results cary through after netting out minimum
wage jobs and/or atypicd (i.e. fixed- term contract) jobs.

Neverthdess, an unsdttled issue in this enquiry, and peforce dl other invedtigaions of
this type is the vexed quesion of the sdection of individuds into public-employment-service
directed job search. Given the largdy arbitrary nature of the identification redtrictions necessary
to identify the mechanism a work in the case of the sate employment agency — compounded by

the computationd difficulties of a fully-fledged goproach that tekes dl job seerch methods into
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account — and the deficiencies of the dataset, we have necessarily concluded that our point
esdimates are to be viewed as a mix of man effects (i.e. inefficiency) and sdection. Further
progress on the effectiveness/selection issue necessitates that we obtain a firmer grip on the
counterfactual of what would happen to those usng the public employment service had
they not used that agency. Experimental analyss would seem to be indicated. True
experiments are not a panacea, however, for reasons of control group substitution,
randomization bias, and incomplete participation of the treatment group. Accordingly,
such innovations will still need to be supplemented by nonexperimental studies of the type
conducted here, albeit armed with better data than iscurrently available.

The next issue is the efficacy of the other job search methods and job-finding routes.
Although we subscribe to the premise tha workers choose those search methods which they
percelve as having the greatest return, there is mixed evidence on the success of these methods.
To be sure, the crude hit rates for direct search methods and the use of informa networks are
higher than those reported in, say, the British literaure (eg. Gregg and Wadsworth, 1996), but
the employment gains are muted and do not necessarily trandate into higher earnings. We would
aurmise that these results — incduding the suggesion of a tredeoff between job search
effectiveness, as measured by the frequency of the trandtions into employment, and the wage
and employment continuity outcomes — reflect the problems of the Portuguese labour market.
The concatenation of low rates of unemployment and high longterm employment in Portugd
has recently been andysed by Blanchard and Portugd (2001), who ascribe each to dringent job
protection legidaion and therefore see the problem as being one of low-intengty labour market
flows The low outflow rae from unemployment is a condrant on dl job search methods

induding of course the public employment sarvice.
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Fndly, much is expected of the date employment agencies in al member nations under
the EU 'employment chapter'. Our analyss suggests suggests that the contribution of the public
job broking function to improved labour market outcomes is likdy to be modes. This condusion
is ranforced if the man force driving long-term unemployment is a low ariva rate of job offers
On this interpretation, improvements in the public employment sarvice might merdy change the
pogtion of asssed workers in the queue and not shorten the length of the queue. On the other
hand, Portugd's low unemployment rate dso means tha the pool of highrisk individuds is

comparativdly smdl. In principle, the scope for and payoff to carefully targeted active labour

market measures is correspondingly eevated.
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Footnotes

1. For a ussful survey of the literature on job seerch drategies and the ariva rate of job offers,
see Devine and Kiefer (1991).

2. The principd exception is the sudy by Jones (1989), usng an Economig Inteligence Unit
urvey of goproximatdy some 1,000 unemployed individuasin 1979.

3. Blau and Robins (1990) dso suggest tha employed search may be more productive than
unemployed search, as reveded in ther gudy through higher wage offers (cf. Holzer, 1987).
However, unobserved individud heterogenaity may explain this result if employment datus
sgnas search ability or effort. As a practicd matter, the Portuguese data reveded few overt
differences between on- and off-the-job search.

4. In one spedification, Gregg and Wadsworth atempt to modd the sdection of workers into
Jobcentre use (done). The coefficient edimate for the sdection term dthough postive is
datidicdly inggnificant, while that for the Jobcentre is to dl intents and purposes unaffected
(see ds0 Osherg, 1993).

5. Subseguent to our sample period, a number of improvements have been made to the job
broking function and to the mantenance of the job regider (see, for example OECD, 1998, 89,
100-101). The mogt accessble source of informaion on contemporary Portuguese labor market
intiatives is that ocountry's naiond employment plan(s) pursuant to the EU ‘employment
strategy'.

6. Individuds may move into and out of employment within the threemonth window of the
obsavation period. An indicaion thet this is not a problem can be obtaned by following initidly

unemployed individuds over the sx-quarter period that they reman in the sample For this sub-
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sample of (2189) individuds, 54% remaned unemployed for each of the sIx quaters 36.4%
were gbleto find and retain ajob, and just 10.4% held more than one job.

7. The aurvey dso idetifies those individuds seeking work through private employment
agencdies. Because of the amdl numbes usng this route (352 out of 16,032 unemployed
individuds) it was conflated with the ‘other' seerch methods category.

8. Omitting the sdf-employed from the longitudind andysis did mot materidly dter any of the
main results reported below.

9. The wage intervas in thousands of escudos, and the proportion of workers within each
interval ae <5145 (7.5%), 515567 (7.1%), 56.7-66 (13.2%), 66-76 (12.3%), 76-86 (10.9%),
8696 (10%), 96107 (9%), 107-158 (14.2%), 158215 (8%), 215-266 (3.8%), 266-317 (1.7%),
317-374 (1%), and = 374 (1.3%).

10. One source of digparity between the information in the third and fourth columns of Table 1 is
that the latter contains some workers who became employed as a result of being contacted by
enployers (see section 4). However, the numbersinvolved are smdl (n = 101).

11. We ds0 reedimated the piecewise constant hazards regresson given in Table 3 (@ for a
sample of individuds with a duraion of unemployment equa to or grester than 12 months and
(b) for a sample of individuds aged 25 years or more. In the former case, the coefficient estimate
for the public employment sarvice was 0.095 (and daidicdly indgnificant); in the later case it
was -0.133 (datidicdly ggnificant). In other words, there is no indication that the date agency
method amdiorated long-term unemployment and some suggestion that its use was asociaed
with some deterioration in the Situation of younger workers.

12. Apat from the results for the public employment agency, we would stress that the balance of

our findings largdy accord with the literature. This conduson dso holds for the determinants of
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seach intengty. Maximum likeihood edimates of a truncated Poisson regresson modd, not
reported here, reveded that the number of searches undertaken is pogtively related to the overdl
levd of unemployment, to the individud's jobless duration, and to unemployment benefit recapt.
In addition, labor market entrants use fewer search methods, while the opposte obtains for maes
and more educated job seekers. Full results are available from the authors upon request.

13. We a0 re-estimated each equation by type of contract. The wage disadvantage
associated with job finding through the public employment service attached to fixedterm
contracts and open-ended employment alike. In short, the public agency wage effect is not

an artifact of public employment schemes

14. When the earnings function was estimated across job finding method, the most notable
result was the differential return to human capital for jobs secured through the public
employment service. Without exception, the coefficient estimates for vocational training,
schooling, tenure, and experience were consistently lower for this job-finding route. Results
are again available upon request.

15. Daa on mean tenure from the sock sample confirm this Jobs secured through the public
employment sarvice have a meen tenure of 3.3 years, condderably lower than for the direct
goproach (9.7 years), the informa mechaniam of friends and rddives (9.8 years), advertisements
(81 years), employer solicitations (7.1 years), ‘other’ methods (9.7 years), and examinations (14
years).

16. A drect evduaion of trangtions from unemployment to employment and back to
unemployment by job search/finding method is ruled out by sample Size consderations.

17. When separate hazard functions are edtimated by type of contract, the ingtability effect of

jobs located through the public employment agency persds
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Table1 Job search method and job-finding success among the unemployed, 1992-96

Number using

Number (%) finding

Number (% )usinga

Number employed

sear ch method jobint job search method in by job finding method
int-1 t-1 that report job int
finding viathat

Job sear ch method method int
Direct approach 7,138 1,211 (17.0%) 305 (4.3%) 501
Friends/relatives 7,942 1,191 (15.0) 597 (7.5 1,067
Advertisement 5,485 755 (1398 106 19 151
Public employment agency 8,325 1,132 (136) 124 (15 14
Sdf-employment 151 5 (16.6) 20 (132 179
Examinations 2,061 275 (133 29 14 113
Other 924 171 (185) 11 12 116

Average number of search methods =2.05

Notes: Seetext

Source: Inquérito ao Emprego.



Table 2 The probability of escaping unemployment by job search method, piecewise constant hazards
regression, 1992-9%

Variable Coefficient
Direct approach 0.219t
(0.043)
Friends/relatives -0.001
(0.043)
Advertisement -0.038
(0.050)
Public employment agency -0.052
(0.048)
Sdlf-employment 0402+
(0.205
Examinations 0.180+
(0.084)
Other -0.100
(0.066)
Ul recipient -0.200t
(0.057)
Schooling 0.028t
(0.007)
Tenure -0.025t
(0.005)
Age -0.012f
(0.003)
Mae 0.198t
(0.044)
Married 0.044
(0.059)
White collar -0.149t
(0.065)
Number of jobs 0.017t
(0.003)
First job -0409t
(0.073)
Collective dismissal 0.114

(0.075)



End fixed-term contract 0.162t

(0.052)
Year 1993 -0.217t
(0.073
Year 1994 -0.054
(0.072)
Year 1995 -0.257t
(0.076)
Year 1996 -0.105
(0.078)
Region A: Algarve -0.227%
(0.09%)
Region B: Central 0.036
(0.084)
Region C: Lisbon -0.284t
(0.068)
Region D: North -0.214t
(0.069)
Log likelihood -6284.75
n 16032

Notes: The baseline hazard function comprises 11 intervals (seetext). Asymptotic standard errorsin parentheses.
T and fdenote statistical significance at the 1% and 5% levels, respectively.

Sour ce: Inquérito ao Emprego



Table 3 The probability of escaping unemployment, disaggregate results, piecewise constant hazards regressions, 1992-96

Job Finding M ethod
Direct approach Friendgrelatives Advertisement Public employment agency Self-employment Examinations Other Contacted by employer
(491 events) (1046 events) (148 events) (145 events) (173 events) (112 events) (114 events) (101 events)
Variable
Ul recipient -0.146 -0.222t -0.741t 0.793t -0.785t -0.284 -1.127t 0.374*
(0.112) (0.081) (0.247) (0.197) (0.192) (0.319) (0.315) (0.217)
Schooling -0.048t -0.023% 0.133t 0.017 0.073% 0.363t 0.107t -0.086t+
(0.017) (0.010) (0.024) (0.029) (0.023) (0.030) (0.027) (0.042
Tenure -0.029t -0.020t -0.035* -0.059% -0.011 0.025 -0.047% -0.031*
(0.010) (0.007) (0.021) (0.023) (0.011) (0.026) (0.023) (0.019)
Age -0.035% -0.022t -0.005 -0.009 0.014 -0.026 0.005 0.013
(0.006) (0.004) (0.011) (0.010) (0.009) (0.020) (0.012) (0.012)
Mae 0.356t 0.185% 0.242 -0.243 0.864t -0.173 0.237 -0.164
(0.095) (0.064) (0.170) (0.175) (0.172) (0.204) (0.195) (0.21%9)
Married 0.262% -0.163t -0.012 -0.188 0.964% 0.211 0.011 0404
(0.116) (0.081) (0.217) (0.205) (0.213) (0.272) (0.246) (0.260)
White collar -0.415% -0.013% -0.336 0.063 0.030 -0.066 -0.261 -0.326
(0.162) (0.096) (0.235) (0.255) (0.212) (0.309) (0.272) (0.4149)
Number of jobs 0.019% 0.017t -0.001 -0.010 0.016 0.006 -0.012 0.003
(0.008) (0.005) (0.026) (0.019) (0.013) (0.026) (0.039) (0.009)
First job -0.678t -0.271% -0.900t -0.427 -1.036t 0.409 -0.662% -1.110
(0.172) (0.105) (0.271) (0.326) (0.372) (0.375) (0.311) (0.768)
Collective dismissal 0.517t -0.039 -0.032 0.067 0.044 -0.095 0.066 -0.018
(0.141) (0.116) (0.317) (0.323) (0.229) (0.632) (0.348) (0.426)



End fixed-term contract 0.038 0.155% -0.127 0.266 -0.258 0.899% -0.081 0.801t

(0.113) (0.077) (0.208) (0.209) (0.196) (0.282) (0.242) (0.275)
Region A: Algarve 0.250 -0.221 -1.689 -0.531% 0.121 -0.994* 1.238% -1.141%
(0.197) (0.145) (1.057) (0.268) (0.335) (0.570) (0.619) (0.447)
Region B: Central 0.722t -0.167 0.116 -0.795% 0.227 0.372 0.941 -2.2041
(0.166) (0.135) (0.510) (0.291) (0.321) (0.364) (0.634) 0.732)
Region C: Lisbon -0.195 -0.171* 0.962 -1.823t -0.100 -0.973t 1.440t -0.974t
(0.154) (0.099) (0.362) (0.251) (0.263) (0.332) (0.529) (0.258)
Region D: North -0.103 -0.030 0.788% -1.823t -0.271 -0.204 1.435t -1543t
(0.155) (0.099) (0.371) (0.257) (0.277) (0.310) (0.534) (0.344)
Log likelihood -2043.27 -3704.52 -758.68 -743.59 -888.83 -493.05 -634.17 -500.41
n 16032 16032 16032 16032 16032 16032 16032 16032

Notes: Thejob finding categories of self-employment and examinations do not exactly correspond to their counterpartsin Tables 1 and 2, while unemployed workers contacted by employers have no job search
counterpart. Asymptotic standard errorsin parentheses. T, ¥, and * denote statistical significance at the 1%, 5%, and 10% levels, respectively.

Source: Inquérito ao Emprego.



Table4 Earnings determination by job-finding method, grouped regression, log-normal distribution, 1997

Specification
Variable
Intercept 4.706t 2.894t 3.012t 3.022t
(0.016) (0.021) (0.021) (0.021)
Direct approach -0.314% -0.074t 0.077t -0.077%
(0.017) (0.012) (0.012) (0.012)
Friends/relatives -0.3007 -0.075t -0.080t -0.079t
(0.016) (0.012) (0.011) (0.012)
Advertisement -0.007 -0.008 0.004 0.004
(0.021) (0.015) (0.015) (0.015)
Public employment agency -0.489% -0.199% 0.1441 -0.139t
(0.026) (0.018) (0.018) (0.018)
Examinations 0.293t 0.128t 0.106t 0.105t
(0.017) (0.012) (0.012) (0.012)
Contacted by employer -0.170t -0.022 {0.005 -0.001
(0.021) (0.015) (0.015) (0.015)
Vocational training 0.048t 0.040% 0.0411
(0.008) (0.008) (0.008)
Schooling 0.076t 0.074t 0.074%
(0.001) (0.001) (0.001)
Tenure - 0.010t 0.010t
(0.001) (0.002)
Tenure squared - -0.0001t -0.0001t
(0.00002) (0.00002)
Experience 0.033f 0.026t 0.027t
(0.001) (0.0001) (0.0001)
Experience sguared -0.0004t 0.00041 -0.0004 7
(0.00001) (0.00001) (0.00001)
Male 0.208* 0.210t 0.204t
(0.004) (0.004) (0.004)
Fixed-term contract - 0.048t -0.047t
(0.006) (0.006)
Full-time employment 0.503t 0.465% 0.455t
(0.013) (0.011) (0.012)
Mining and Manufacturing 0.107t 0.078% 0.081f
(0.013) (0.012) (0.012)
Utilities 0.226t 0.181f 0.187t
(0.022) (0.021) (0.022)



Construction 0.142t 0.153t 0.155t

(0.013) (0.013) (0.013)
Services 0.104t 0.085t 0.090t
(0.012) (0.012) (0.012)
Public administration 0.104t 0.075t 0.079t
(0.013) (0.012) (0.013)
Region A: Algarve -0.011 0.019% -0.022%
(0.009) (0.009) (0.009)
Region B: Central -0.067t 0.083t -0.0851
(0.012) (0.012) (0.008)
Region C: Lisbon 0.064t1 0.044t -0.042t
(0.008) (0.007) (0.007)
Region D: North -0.0661 0.0441 -0.093t
(0.008) (0.007) (0.007)
Duration - - -0.001t
(0.0001)
Log likelihood 70337.62 -59609.34 -59013.27 -58450.29
n 30041 30041 30041 30041

Notes: The dependent variable is a categorical measure comprising 13 intervals- see text. Asymptotic standard
errorsin parentheses. tand ¥ denote statistical significance at the 1% and 5% levels, respectively.

Source: Inquérito ao Emprego



Table5 Transitions from employment into unemployment 1994-7 by job finding method, constant
baseline hazard and piecewise constant hazards regressions

Variable Specification
Intercept -2.434t
(0.211)
Direct approach -0.044 -0.234* -0.326%
(0.182) (0.141) (0.133)
Friends/relatives 0.087 -0.133 -0.206
(0.176) (0.135) (0.126)
Advertisement 0.481% 0.122 -0.040
(0.206) (0.173) (0.167)
Public employment agency 1521t 0.670t 0.353f
(0.197) (0.161) (0.153)
Examinations -1.063t -0.955t -1.078t
(0.220) (0.191) (0.186)
Contacted by employer 0.739t 0.193t 0.163
(0.197) (0.162) (0.156)
Schooling -0.085t -0.082t -0.091t
(0.008) (0.008) (0.008)
Age —0.042t -0.013t -0.013t
(0.002) (0.002) (0.002)
Mde -0.185t -0.228t -0.216t
(0.052) (0.0521 (0.052)
Tenure
< 1year -1.889t -2.264t
(0.159) (0.051)
$1#4years -3.304t -3.358t
(0.165) (0.055)
$5#9years -4.185t1 -4.0671
(0.187) (0.177)
$ 10 # 19 years -4.380% -4.241%
(0.200) (0.191)
$ 20 years -4.521t -4.382t
(0.215) (0.207)
Fixed-term contract - 0.885t
(0.061)
Part-time employment - -0.202*
(0.112)
Log likelihood -7920.45 -7275.90 -7167.12
n 136184 136184 136184

Notes: The number of trangtions from employment into unemployment 1s1,521. Asymptotic standard
erorsin parentheses. 1, ¥, and * denote statistical significance at the 1%, 5%, and 10% levels,
respectively.

Source: Inquérito ab Emprego.
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Appendix Table 1 The probability of being employed under a fixed-term contract (versus open-ended
employment) by job-finding method, Logit estimates, 1997

Variable Coefficient

I ntercept 1.754%
& (0.149)
Direct approach -0.235t
P (0.098)
Friends/relatives -0.374t
(0.094)

Advertisement 0.074
(0.119)
Public employment agency 1.544%
(0.133)
Examinations -0.807t
(0.104)
Contacted by employer -0.256%
(0.127)

Vocationa training -0.074
(0.068)
Schooling -0.024t
(0.005)
Experience -0.161%t
(0.004)
Experienced squared 0.002t

(0.0001)

Mde -0.044
(0.038)
Mining and Manufacturing -0.603t
(0.104)
Utilities -0.383*
(0.206)

Construction -0.111
(0.208)
Services -0.403t
(0.101)
Public administration -0.240%
(0.107)
Region A: Algarve -0.475t
(0.074)
Region B: Centra -1.326t
(0.075)
Region C: Lisbon -0.770%
(0.060)
Region D: North -1.223t
(0.060)

Ya 4185.10



n 30166

Notes: The number of fixed-term contracts is 3,063. Asymptotic standard errorsin parentheses. 1, 1, and
* denote statistical significance at the 1%, 5%, and 10% levels, respectively.

Source: Inquérito ao Emprego.



Appendix Table 2 Earnings determination by job-finding method, OL S regressions, 1998-99

Variable Specification
I ntercept 11.322t 10.2121 10.210t
(0.109) (0.148) (0.147)
Direct approach -0.314 -0.008 -0.005
(0.112) (0.101) (0.100)
Friendgrelatives -0.124 -0.013 -0.007
(0.110) (0.098) (0.098)
Advertisement -0.076 0.033 0.021
(0.133) (0.118) (0.117)
Public employment agency -0.309t -0.204* -0.224%
(0.119) (0.1207) (0.107)
Examinations 0.278* 0.344t 0.341t
(0.143) (0.128) (0.127)
Contacted by employer -0.059 0.022 0.009
(0.129) (0.117) (0.117)
Vocaiond training 0.135% 0.128t
(0.051) (0.051)
Schooling 0.029t 0.029t
(0.004) (0.004)
Y ear 1998 -0.090t -0.088t -0.086t
(0.035) (0.030) (0.030)
Experience 0.007* 0.007*
(0.004) (0.004)
Experience squared -0.00002 -0.00002
(0.0001) (0.0001)
Mde 0.142t 0.145t
(0.035) (0.035)

Fixed-term contract

0.086%



(0.034)

Full-time employment 0.576t1 0.550t
(0.064) (0.065)
Mining and Manufacturing 0.042 0.012
(0.072) (0.071)
Utilities 0.419% 0.410%
(0.204) (0.203)
Congtruction 0.170% 0.157%
(0.073) (0.073)
Services 0.118* 0.078
(0.063) (0.065)
Public adminigtration 0.014 -0.021
(0.072) (0.072)
Region A: Algarve 0.097* -0.109%
(0.054) (0.054)
Region B: Centrd 0.038 0.052
(0.072) (0.071)
Region C: Lisbhon 0.055 0.071
(0.049) (0.049)
Region D: North -0.078 -0.060
(0.047) (0.047)
Re 0.055 0.295 0.301
n 656 656 656

Notes: The dependent variable is a continuous wage variable - seetext. Asymptotic standard
erorsin parentheses. 1, F, and * denote Satistical significance at the 1%, 5%, and 10% levels,

respectively.

Source Inquérito ao Emprego
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