Introduction

Ce rapport traite de la relation ouverture - emploi dans le cas des pays méditerranéens au niveau macro, au
niveau sectoriel et au niveau des firmes. Il est structuré autour des questions suivantes : Quels sont les effets
attendus de I'ouverture sur 1'emploi d'un point de vue théorique et empirique ? Que montre la mise en perspective
des séries macro et sectorielles de 1'emploi (et de ses différentes catégories) avec les indicateurs d'ouverture en
Turquie et au Maroc ? Quels sont les facteurs qui ont fait bouger 1'emploi a court terme et a long terme, au
niveau macro et au niveau sectoriel ? Existe-t-il une spécificité méditerranéenne en comparaison avec des pays
d'autres zones géographiques ? Comment a été réalloué l'emploi industriel au Maroc ? Quel a été l'effet de
'ouverture sur l'emploi au niveau des firmes dans le cas du Maroc et de la Turquie ?

Ce rapport comprend 5 parties. La premiére présente une revue de la littérature empirique et théorique sur la
relation ouverture — emploi. La seconde partie a pour but de comprendre quels ont été les effets de I’ouverture
sur les dynamiques industrielles et l'emploi. Une premicre sous-partie établit les grandes tendances des
réallocations internes en dégageant les caractéristiques des différents secteurs par rapport a leurs dynamiques
d’emploi et de création de richesses et par rapport a leur capacité a absorber 1’excédent de main-d’ccuvre non
qualifiée et qualifiée. Dans une deuxiéme sous-partie, on évalue I’impact de 1’ouverture économique sur le
niveau de I’emploi a partir d’une analyse des échanges commerciaux.

Dans la premiére sous-partie, 'analyse des phénomenes globaux distingue :
- un secteur tertiaire de plus en plus important qui crée des emplois et de la VA,
- un secteur secondaire qui diminue relativement ses capacités d’absorption d’emplois et qui génére de la
VA,
- un secteur primaire qui engendre toujours beaucoup d’emplois mais qui crée peu de richesses.

La flexibilit¢ du marché du travail marocain repose essentiellement sur la capacité d’absorption de I’excédent
d’emploi dans le tertiaire et sur le développement du travail informel. La mise en évidence de ces problémes
nous a amené a approfondir plus particulierement 1’étude des systémes productifs. Les processus dynamiques de
redistribution des valeurs ajoutées entre les différents secteurs industriels traduisent les phénomeénes de
spécialisation qui peuvent &tre le résultat de politiques industrielles volontaristes ou la conséquence d’une
adaptation passive a des contraintes de compétitivité internes et/ou externes. Le niveau d’emploi est en partie la
résultante de ces choix de spécialisation. Cette partie sera consacrée a un examen approfondi des mouvements de
spécialisation et de désengagement des structures des systémes industriels dans une perspective comparative
avec un échantillon de 5 pays —Indonésie, Malaisie, Tunisie, Turquie et Maroc, pays choisis a cause de la
proximité de leur niveau de PIB par téte au début de la période 1985-2001. Le référent asiatique nous permettra
de comparer le Maroc a des pays qui ont des politiques industrielles dynamiques et dont les résultats sont positifs
en terme de développement économique et de gestion du marché de I’emploi. L’industrie est décomposée en 5
industries : l'industrie agroalimentaire (IAA), l'industrie de la chimie et de la parachimie (ICPC), l'industrie
électrique et électronique (IEE), l'industrie mécanique, la métallurgie et les machines (IMM) et l'industrie du
textile et de 1'habillement (ITC). Les données utilisées sont celles de I’'UNIDO.

Dans un premier temps nous avons tenté de voir si le redéploiement industriel de la VA a été porteur de créations
d’emploi. La comparaison des contributions sectorielles a la création nette d’emplois et a la création nette de VA
nous a permis de mettre en évidence des décalages importants entre les secteurs qui portent la croissance et ceux
qui créent le plus d’emplois. Dans le cas marocain, on distingue quatre types de secteurs :

[0 Importants en terme de VA mais peu de dynamiques en termes de créations nettes d’emplois et de VA :

IAA et les ICPC

00 Dynamique en termes de création de VA et d’emplois : I[EE

O Dynamique en termes de création de VA mais qui favorise moins 1’emploi : IMM

O Créateurs d’emploi mais qui contribuent faiblement a la croissance de la VA : ITC.

La stratégie industrielle des pays asiatiques se retrouve dans la volonté de créer des opportunités de croissance de
poles plus dynamiques en termes de valeur ajoutée et d’emplois qualifiés, tout en conservant les secteurs qui leur
permettent d’absorber ’emploi (RIZWANUL 1. (2003)). L’Indonésie subit la crise de 1997 avec une chute
accusée de la progression de la VA, qui porte en grande partie sur le secteur des ITC et des IMM et tente de
recentrer ses activités sur des secteurs plus intensifs en technologie. Cependant, les deux secteurs les plus
touchés par la crise restent une source d’emploi importante. La Malaisie présente trés tot la volonté de
restructurer son économie autour du pdle des industries électriques et ¢électroniques puisque les IEE, au méme
titre que les ICPC, sont a la fois les principaux moteurs de la croissance de la VA et de la création d’emploi.



Hormis les TAA, I’ensemble des autres secteurs, en particulier le textile-habillement et les industries mécaniques
et métallurgiques (IMM), sont I’objet de destructions nettes d’emplois.

Les stratégies de restructuration industrielle des trois pays méditerranéens sont moins porteuses en termes
d’emplois. Sur toute la période 1985 a 1995, les principales sources de croissance de la valeur ajoutée reposent
sur les ICPC, les IAA et dans une moindre mesure les ITC alors que les créations d’emplois se localisent
essentiellement dans les ITC. La seconde période 1995-2001 a été marquée par une tentative de diversification
des systémes productifs. Le Maroc s’efforce de diversifier ses sources de croissance avec un redéploiement des
embauches vers d’autres secteurs (IEE et IMM), mais les roles des IAA et des ICPC restent prédominants. La
Tunisie renforce son pole d’avantage comparatif dans le textile-habillement en se désengageant des industries
chimiques et para chimiques. La stratégic industrielle turque repose sur une intensification des avantages
comparatifs traditionnels dans les ITC en méme temps qu’un effort de diversification vers des secteurs plus
porteurs en termes de création de valeur ajoutée.

Dans un second temps, nous nous sommes demandés si les spécialisations engendraient des processus de
déqualification. L’analyse des évolutions des productivités apparentes du travail et des efforts d’investissement
(FBCF) montre que si le Maroc a renforcé I’intensité capitalistique de ses industries, il reste en retard
relativement aux autres pays de 1’échantillon.

O Les IEE et ITC sont marquées par une déqualification du travail en fin de période

[0 Un processus identique s’amorce pour les IAA et les ICPC depuis 1999

00 L’exemple des pays asiatiques révele au contraire une montée en gamme sur les secteurs

traditionnels ainsi que sur les secteurs a plus forte intensité capitalistique.

Dans la deuxi¢me sous-partie, deux approches ont été utilisées :

(1) Une approche statistique fondée sur les contenus en emploi des échanges

Le calcul des contenus en emploi correspond a une approche de chiffrage de 1’impact des échanges sur I’emploi,
basée sur les travaux de LEONTIEF (1941). Le principe est de calculer le solde comptable des emplois
supplémentaires créés par les ventes a 1’étranger et des emplois perdus lors de I’achat de biens étrangers. Cette
analyse porte sur le méme échantillon de pays et a été menée pour chaque secteur manufacturier précédemment
défini sur ’ensemble de la période et pour deux sous-périodes 1985-1995 et 1995-2001. Il apparait que pour la
plupart des pays asiatiques, le processus de développement économique passe d’abord par une industrialisation
lourde et souvent diversifiée (secteurs plus ou moins capitalistiques), qui reste source d’emploi aussi bien du
point de vue de la quantité que de la qualité de la main-d’ceuvre. Dans ce contexte, la libéralisation des marchés
en Asie a relativement plus stimulé les exportations que les importations, et a permis des montées en gamme
notables,

00 soit sur des secteurs traditionnels comme le secteur du Textile-Habillement ou encore des
industries de 1’agro-alimentaire. Tout en créant de I’emploi, ces secteurs ont été rendus plus
capitalistiques, preuve d’une montée sur la chaine des valeurs,

[0 soit sur des secteurs sophistiqués, porteurs de croissance tels que 1’industrie électrique et
électronique, qui ont permis le renouvellement des avantages comparatifs et ’amorgage d’un
processus de croissance dynamique.

Bien que les impacts de I’ouverture sur ’emploi semblent identiques pour I’ensemble des pays, la Tunisie et le
Maroc ne parviennent pas a améliorer leur solde d’emploi des échanges entre les deux sous-périodes d’étude. La
seule progression notable porte sur le textile-habillement. La Turquie présente une position intermédiaire dans la
mesure ou 1’amélioration des soldes d’emploi entre les deux sous-périodes est associée a une intensification
capitalistique relative des systémes productifs dans des secteurs traditionnels tels que les IAA et les ITC.

(i1) Une approche économétrique : des MCE en PANEL

L’analyse économétrique de I’impact de 1’ouverture globale sur I’emploi via la part du solde commercial dans la
valeur ajoutée (tableau 10) nous permet de confirmer les résultats empiriques. En effet, bien qu’a long terme la
libéralisation du commerce soit destructrice d’emplois industriels aussi bien pour les pays asiatiques que pour les
pays méditerranéens, il existe entre les deux groupes de pays une différence fondamentale sur le court terme :
I’amélioration globale de I’emploi industriel des pays asiatiques repose essenticllement sur I'IEE, 'ITC et
I’IMM alors que pour les pays méditerranéens seul le Textile-Habillement porte la dynamique d’ensemble.

En conclusion, on peut avancer que, contrairement a I’Indonésie et a la Malaisie, les pays méditerranéens n’ont
pas su valoriser les bienfaits théoriques potentiels de I’ouverture économique sur 1’emploi. Le mode de
développement de ces deux groupes de pays résulte de conceptions différentes du réle de I’industrie dans le



processus de croissance. En Asie, il existe une véritable volonté politique dans le choix des secteurs qui vont
permettre le décollage économique : il s’agit de favoriser 1’industrie lourde en méme temps que I’on donne aux
industries de pointe les moyens financiers et humains de se développer et de renforcer. Ce double objectif permet
a la fois de maintenir une cohésion sociale en respectant les réservoirs d’emplois traditionnels et de doter le pays
de potentialités dynamiques, qui permettront progressivement d’absorber les ajustements structurels liés aussi
bien aux contraintes macro-économiques internes qu’aux contraintes de compétitivité internationale. En
M¢diterranée, exception faite de la Turquie, la question de I’emploi n’est pas véritablement pensée a long terme
dans la méme logique que celle du développement économique. Le role des services est significatif de cet ¢tat de
fait : alors qu’en Asie, ce secteur se développe aprés que les processus d’industrialisation de base soient
enclenchés, il tente a constituer une ressource incontournable du développement du systéme industriel (banques,
conseil aux entreprises et autres activités de management...), dans les pays méditerranéens, le tertiaire est plus
déconnecté des activités industrielles et constitue avec le primaire le principal réservoir d’embauche peu
qualifiée. Cette dynamique peut se révéler perverse a terme tant du point de vue de la qualité des emplois que de
la capacité d’absorption de la main-d’ceuvre.

La troisiéme partie porte sur la dynamique de création et de destruction des emplois dans l'industrie
manufacturiére au Maroc. Cette partie utilise les données de 1’enquéte annuelle du Ministére du Commerce et de
I’industrie sur la période 1990-2002 dans le but d’étudier les processus de création et de destruction des emplois
dans les différentes branches de 1’industrie manufacturiére au Maroc. A 1’exception des Travaux de Robert &
Tybout (1996), trés peu de travaux se sont penchés sur cette question dans le contexte des pays en
développement. La dynamique de I'emploi est souvent étudiée en s’appuyant directement sur 1'évolution net de
'emploi. Ce choix, généralement dicté par des considérations liées a la disponibilité des données, ne permet pas
de saisir une partie importante du processus d'ajustement de l'emploi dans les entreprises manufacturieres. Les
principales conclusions de ce travail préliminaire sont les suivantes.

(a) Sur la période 1990-2002, la création nette de I’emploi a été assez faible avec seulement 64 000 emplois. Or
ce chiffre dissimule 1’existence simultanée de mouvements de création et de destruction brutes trés élevés. En
effet, les créations brutes se sont élevées a 650 000 emplois contre 586 000 pour les destructions.

(b) Sur la période 1990-2002, le taux de création brut était assez stable et se chiffre a 11,8% en moyenne avec un
écart type inférieur a un point (0,7). Par contre, le taux de destruction était relativement plus volatile avec une
moyenne de 10,6% et un écart type de (1,9). Le taux de réallocation des emplois qui cumule a la fois les
mouvements de création de destruction des emplois se situe en moyenne autour de 22,4% sur la période 1990-
2002. Autrement dit, plus d'un cinquiéme des emplois offerts par les industries manufacturiéres se renouvelle
annuellement.

(c) La proportion des emplois bruts créés par les entreprises pérennes est de l'ordre de 90% contre 10%
seulement par les entreprises nouvellement créées. Du c6té de la destruction des emplois, ce sont 13 aussi les
entreprises pérennes qui y contribuent le plus, méme si cette contribution est moins tranchée par rapport a celle
observée au niveau des flux bruts de création. Sur la période 1990-2002, plus de 57% des emplois qui
disparaissent le sont dans des entreprises pérennes contre environ 43% dans celles qui quittent définitivement le
marché.

(d) La réallocation des emplois entre les branches s'est principalement faite au niveau du secteur textile et cuir
avec le renforcement de la branche habillement et I'effritement de la branche textile. Tres peu de réallocations se
sont produites des industries faiblement capitalistiques vers des industries plus exigeantes en capital et en qualité
de main d’ceuvre.

(e) L'analyse de la structure de l'emploi par qualification révele d'ailleurs la grande inertie de la dynamique
industrielle. L'emploi non qualifié en 2002 continue comme en 1990 a représenter environ 51% de 'emploi total.
La proportion des ouvriers qualifiés quant a elle stagne autour de 39%. Enfin, le taux d'encadrement (technique
et administratif) oscille aux alentours de 10%.

(f) Les résultats de 1'estimation économétrique montrent que la variabilité du taux brut de création d'emploi
semble étre principalement liée a I'hétérogénéité des entreprises a l'intérieur des branches. L'effet fixe des
branches s'est révélé non significatif. Ce résultat corrobore I'hypothése initiale de ce papier et confirme la



nécessité de se baser sur les données des entreprises pour comprendre la logique de création brute d'emploi dans
les industries manufacturi¢res au Maroc.

(g) Le taux brut de création de l'emploi tend a décroitre avec 1'dge de l'entreprise. Les entreprises les plus jeunes,
toutes choses étant égales par ailleurs, créent en moyenne plus d'emplois bruts comparativement aux entreprises
plus anciennes. De méme, la création brute de I'emploi est davantage associée aux entreprises de grande taille.
Ce constat qui reste robuste a l'introduction d'autres variables n'est pas en conformité avec les régularités
empiriques observées dans d'autres travaux empiriques sur d'autres pays.

(h) La productivité apparente du travail aurait, en moyenne, un effet négatif sur le taux brut de création de
I'emploi. Ce résultat qui pourrait paraitre paradoxal s'explique dans une large mesure par le fait que ce sont les
branches a faible productivité, notamment les activités de sous-traitance dans l'industrie électrique et
électronique mais surtout dans 1'industrie d'habillement, qui ont le plus contribué a la création brute de I'emploi
au cours de la période étudiée. Toutefois, cet impact négatif de la productivité du travail sur la création brute de
I'emploi reste trés faible compte tenu de la valeur du coefficient.

(1) L'effet de l'orientation de I'entreprise sur le marché d'exportation ne semble pas avoir d'effet significatif sur
son niveau brut de création d'emploi. Globalement sur la période, les entreprises fortement exportatrices ne
seraient pas nécessairement plus créatrices d'emplois buts par rapport a celles qui le sont moins ou par rapport a
celles qui servent uniquement le marché local.

(j) L'impact de l'activité de l'entreprise appréhendé par la variation de son chiffre d'affaires semble positif et
significatif. L'impact, statistiquement significatif, reste toutefois économiquement faible.

(h) La variable indicatrice temporelle qui permet de distinguer entre la période d'avant et celle d'apres 1996 est
statistiquement significative. Elle indique que la période récente a ét¢ marquée, toutes choses étant égales par
ailleurs, par des taux bruts de création d'emploi plus faibles.

La quatriéme partie du rapport est une analyse sectorielle de I'impact de 'ouverture sur I'emploi dans le cas de
la Turquie. La spécificité de cette étude empirique est d'utiliser les données sectorielles a 4 digits sur longue
période (1980 - 2001), provenant des enquétes annuelles effectuées par 1'Institut National de Statistique (INS) de
la République Turque. Aprés une discussion portant sur les politiques économiques mises en oeuvre depuis
1980, divers indicateurs ont ¢été construits pour rendre compte de I’évolution de 1’ouverture commerciale dans
I’économie turque. L’équation d’emploi utilisée comprend des variables de contrdle et des indicateurs de
I’ouverture commerciale et a été estimée par la méthode des effets fixes séparément pour trois catégories de
travailleurs (ensemble des salariés, employés travaillant dans la sphére de production et employés travaillant
dans la sphére administrative). Les résultats des estimations économétriques ne font pas ressortir un impact
positif des réformes commerciales sur ’emploi dans le secteur manufacturier turc sur la période 1980-2000. I
s’agit d’un résultat robuste qui est indépendant tant des indicateurs de l’ouverture commerciale que des
catégories de travailleurs examinés dans notre rapport. Toute chose égale par ailleurs, I’impact positif escompté
de la libéralisation du commerce extérieur sur la demande sectorielle de travail ne semble pas s’étre produit en
Turquie sur la période 1980-2001.

La cinquiéme partie du rapport a pour objet d'analyser empiriquement la relation ouverture - emploi a partir de
données d'entreprises dans le cas du Maroc et de la Turquie. L'idée ici est d'essayer de regarder si l'ajustement
des entreprises joue un role dans I'explication de cette relation. Les réformes commerciales peuvent en effet avoir
3 grands types d'effets sur les firmes, que l'on doit prendre en compte pour comprendre les changements
observés au niveau de I'emploi :

- Le premier type d'effet est la réallocation entre industrie des secteurs concurrencés par les importations
vers les secteurs d'exportation. Cet effet est li¢ a la théorie d'Heckscher-Ohlin, cadre dans lequel on
suppose une homogénéité des firmes et des produits, ainsi que des échanges et une spécialisation par
industrie.

- Le second type d'effet est la réallocation entre les firmes dans une méme industrie, qui se produit a
cause de I'hétérogénéité des entreprises dans un méme secteur. On a donc une redistribution de I'emploi
des firmes les moins efficientes vers les firmes les plus efficientes. La justification théorique se trouve
dans le mode¢le de Melitz (2003) et Eaton & Kortum (2002).

- Le troisieme type d'effet est lié aux décisions que vont prendre les entreprises, qui sont confrontées au
choc de 'ouverture. Il peut s'agir d'une amélioration de la productivité, de la réduction de la marge, de



la baisse des salaires, d'une modification de la composition de 1'emploi (entre permanents et temporaires
par exemple, entre qualifiés et non qualifiés) ou encore d'une amélioration de la qualité des produits.
Sur le plan théorique, ces décisions d'ajustement (ou du moins la majeure partie) se justific dans le
cadre de la concurrence imparfaite et peuvent renvoyer plus généralement a l'effet X-inefficiency.

On a donc essayé, dans cette partie, de voir si ce type de facteurs avait pu jouer en utilisant 1'économétrie de
panel. Les estimations sont toutes avec effets fixes, ce qui permet de tenir compte des spécificités de chaque
entreprise qui demeurent constantes dans le temps. La période sur laquelle porte cette étude empirique est 93-
2002 ou 95-2001 (quand on décompose I'emploi total) pour le Maroc et 85-90 pour la Turquie. Les indicateurs
d'ouverture utilisés sont le taux de pénétration des importations a 4 digits et/ou la moyenne des droits de douane
ad valorem a 4 digits. La relation d'emploi est testée pour l'ensemble des entreprises, puis pour des sous
échantillons construits en fonction des caractéristiques des firmes'. Dans le cas du Maroc, on a pu décomposer
I'emploi total, en emploi permanent / emploi temporaire et en emploi qualifié et non qualifié.
Les résultats obtenus sont les suivants.
(1) L'impact de I'ouverture sur 1'emploi total est relativement faible
Pour le Maroc, une baisse des tarifs de 10 points de pourcentage réduit I'emploi de 1% sur
I'ensemble des entreprises. Selon les catégories de firmes, cet effet peut étre compris entre 0,7% et
3%. Il est le plus élevé pour les entreprises qui exportent plus de 25% de leur production et pour les
entreprises de grande taille. Le taux de pénétration des importations n'est pas significatif lorsque I'on
considere 1'ensemble des entreprises. Il devient significatif pour 3 catégories de firmes (sur les 7), mais
avec un coefficient faible, sauf dans le cas des entreprises de grande taille, ou une augmentation du taux
de pénétration de 10% implique une baisse de 'emploi de 2,6%.
Pour la Turquie, l'impact de l'ouverture est encore plus faible. Une augmentation du taux de
pénétration de 10% réduit 1'emploi, au plus, de 0,3%. Pour I'ensemble des entreprises, le coefficient
n'est pas significatif.

(2) L'effet de la politique de change semble avoir dominé 1'effet de la politique commerciale. Ceci se
vérifie dans les 2 pays, mais plus encore probablement dans le cas du Maroc, ou pour I'ensemble des
entreprises, une appréciation du taux de change réel de 10% donne lieu a une baisse de 1'emploi de 7%.
Il n'est pas surprenant de trouver le coefficient le plus élevé en valeur absolue dans le cas des
entreprises exportatrices, puisque cette appréciation du taux de change réel dégrade leur compétitivité
sur les marchés extérieurs. Dans le cas de la Turquie, le coefficient associé a ce facteur peut aussi étre
positif, indiquant probablement que pour ces entreprises, 1'appréciation du taux de change réel a permis
une réduction du prix des inputs importés et donc une amélioration de leur compétitivité.

(3) Dans le cas du Maroc, on a pu montrer que I'ajustement de I'emploi est réalisé par la variation de
I'emploi temporaire, que cet ajustement ait pour origine la politique de change ou l'ouverture. Dans la
mesure ou cet emploi temporaire est constitu¢ essentiellement de salariés non qualifiés, ce mode
d'ajustement des firmes marocaines leur a probablement servi aussi a réduire leur masse salariale®. De
plus, notre analyse semble réfuter I'explication couramment avancée dans le cas des PVD d'un manque
de réactivité de 1'emploi a 'ouverture par de trop fortes rigidités sur le marché du travail. On a en effet
mis en évidence d'une part la fonction "soupape" de l'emploi temporaire et d'autre part l'influence
apparemment négative jouée par l'appréciation du taux de change réel. Si l'impact de I'ouverture ne se
fait pas encore sentir, en moyenne, sur l'ensemble des firmes de l'industrie, il s'est probablement déja
produit des ajustements importants dans certains secteurs ou pour certaines entreprises au niveau, en
particulier, de leur structure d'emploi.

(4) Pour la Turquie, la baisse des marges et I'amélioration de la productivité globale ont trés
probablement joué un role non négligeable pour expliquer la relation entre l'ouverture et
I'emploi. Il semble en effet que dans le cas des entreprises turques, 1'impact de la politique commerciale

' On a construit les 7 sous échantillons suivants : (1) les firmes appartenant aux secteurs qui se sont le plus ouverts a la
concurrence internationale, (ii) les firmes ayant un trend de la production croissance durant la période d'estimation, (iii) les
firmes ayant un trend de la production décroissante sur la période, (iv) les firmes exportant au moins 25% de leur production,
(v) celles plutét tournées vers le marché domestiques (part des exportations inférieure a 25%), (vi) les entreprises de grande
taille (avec un effectif supérieur ou égal a 100, pour le Maroc, 150 pour la Turquie) et, (vii) celles ayant un effectif inférieur a
100 (pour le Maroc) et a 150 (pour la Turquie).

? Cecin'a cependant pas pu étre testé dans ce travail.



et de la politique de change ait été en partic amorti, au niveau des entreprises, par plusieurs types
d'ajustements. Pour celles qui en avaient la possibilité (c'est a dire celles qui réalisaient des bénéfices),
elles ont trés probablement réduit leur marge afin de diminuer les prix de vente et devenir plus
concurrentielles. Les résultats laissent aussi penser qu'elles ont probablement augmenté leur intensité
capitalistique, y compris en accroissant leur taux d'investissement. Enfin, on a pu montrer que, pour
certaines d'entre elles du moins, la productivité globale des facteurs s'est accrue.



Partie 1. Trade and employment: literature review

1.1 The Theoretical framework

In the last decades, trade liberalisation, through the reduction of tariff and other barriers, has
been a worldwide phenomenon. It has characterised both developed and developing countries
but with different intensity: the tariff reductions implemented in developing countries are
enormous compared to those realized by industrial countries. For example, Morocco virtually
eliminated quantitative restrictions on imports and reduced the maximum tariff from 165% to
45% over 6-year period. In mid-1985, the national average tariff in Mexico was 23.5% and
import-license requirements covered 92.2% of national products. By December 1987, import-
license had been reduced to 25.4% of national production and the average tariff had been
reduced to 11.8%, with a maximum rate of 20%. Concurrent with the reforms, the
government abolished export controls (Hanson and Harrison, 1999). The Canada-United
States Free Trade Agreement resulted in an overall reduction in Canadian tariff of 2.5%
between 1988 and 1991, and the maximum tariff reduction was under 9% (Currie and
Hanson, 1997).

There has been considerable debate among economists on the link between trade
liberalization and poverty. The general wisdom accepts that trade liberalization boots growth
and plays a crucial role among pro-poor policies in the long-run (Mc Culloch N., Cirera X. ,
and Winters L.A., 2001). The empirical evidence broadly supports this view, and, in
particular, lends little support to the position that trade liberalization generally has an adverse
impact on growth and poverty (Dollar (1992), Sachs and Warner (1995), Edwards (1998),
Frankel and Romer (1999), and Rodriguez and Rodrik (2001)). Equally, however, it does not
assert that trade policy is always among the most important determinants of poverty reduction
or that the static and micro-economic effects of liberalization will always be beneficial for the
poor (Dollar and Kray (2001), Winters (2002 and 2004)).

Establishing a link between intertemporal variation in trade policy measures and an aggregate
poverty measure is a difficult task. The main problems concern the definition and the
measurement of trade liberalisation and poverty (Winters (2004), Deaton (2003), and
Ravallion (2003)). Perhaps a more manageable approach is to relate changes in trade policy to

particular phenomena that are highly correlated with poverty. To this end, it is instructive to



first understand through which channels poverty can be affected (Goldberg and Pavenik,
2004). Trade liberalization affects households’ welfare through three main channels: the
participation and earnings of household members in labour market, household consumption,
and household production (Goldberg and Pavenik, 2004).

This paper focuses on the labour market channel: trade liberalisation, by changing the level of
total employment, the relative wages or the labour market composition, has an impact on
poverty, wage and income distribution, and the quality of employment.

In particular, trade liberalisation has been considered one of the causes of increased
unemployment and inequality that predominantly hurt the poor. It has been also blamed for a
“race to the bottom” in the labour market in the form of lower compliance with labour market
standards, more extensive use of part-time and temporary labour, and a decrease in the job
quality for the neo-employed (Goldberg and Pavcnik, 2004).

The trade approach, based on the Stolper-Samuelson theorem, assumes that wages are flexible
and labour is fully employment. Given these assumptions, price changes caused by trade
liberalisation will be reflected in wage change, with employment staying the same. Moreover
the wage of the more abundant factor will increase, i.e. the unskilled workers’ wages in
developing countries. On the other side, the development approach embraces the concept that
labour supply is perfectly elastic (because there is a large pool of workers who move in or out
of jobs when circumstances change). In this case, trade liberalisation will cause change in the
general level of employment. (Winters, L.A., 2004a). In reality both effects will occur. The
balance between them lays in the labour market institutions, which determine the relative
flexibility of wages and employment, in the efficiency of the capital market and in the social
policies (Hoeckman and Winters, 2005).

Hence, the theoretical framework suggests that freer trade will not only increase efficiency
and growth but will also simultaneously reduce wage and income inequality. These theories
assume that resources are always fully employed and that the trade balance is in equilibrium.
As a result, standard trade theories predict a smooth and costless adjustment to trade
liberalisation. These models give a misleading description of the real world. High levels of
unemployment and trade deficit prevail in many countries. In these circumstances, an increase
in the openness can impose heavy adjustment cost in term of a contraction in output, high
unemployment in some sectors and a worsening in the trade balance (Lee, 2005). As many
studies have underlined, trade liberalisation unavoidably creates gainers and losers (Wood
(1995, 1998)). To can enjoy of the gain from trade liberalisation, some adjustment process are

required. There has been some argument that these adjustment costs can outweigh the benefits



from liberalisation, at least in the short term. But all the studies, which focus on the
adjustment process in manufacturing firms in developing countries, have found net gains
(mostly in terms of increase in employment) within one year after liberalization (Masutz and
Tarr (1999), OECD (2004a)).

Therefore, the study of transitional unemployment is an interesting way to analyse the impact
of trade liberalisation on poverty via labour market. During the transition period towards
openness, not only changes in the levels of wages or total employment are crucial, but also the
significant increase of layoffs and the change in the labour market composition (churning
effect) need to be explored, since, in the majority of the cases, it involves the poorer people
and allows a raise of poverty and inequality (Winters, L.A., 2004a).

Finally, a crucial point in the debate on trade and employment is the relation between trade
and technological change. Several recent theoretical papers have argued that only a small
percentage of the labour market change is directly due to trade openness. Skill-biased
technological change is the dominant explanation and it could be seen as an endogenous
response to trade liberalisation (Goldberg and Pavenik, 2004). Acemoglu (2003) suggests that
international trade have interacted with technical change, amplifying the direct effect of
technical change on inequality, wages and job reallocation. On the other side, Feenstra and
Hanson (2001) argue that international trade, in the form of trade in intermediate inputs, is an
important explanation for the increase in wage gap between skilled and unskilled workers.
Using a simple model of heterogeneous activities within an industry, they show that trade in
inputs (or “outsourcing”) has much the same impact on the labour demand has does skill-
biased technological change. Thus, distinguish whether the change in wages is due to
international trade, or technological change, is fundamentally an empirical rather than a
theoretical question (Feenstra and Hanson, 2001).

This paper focuses on the labour market channel by reviewing some empirical studies that
have analysed the relationship between trade, wage and employment. We mainly survey
papers that adopt a partial equilibrium approach, based on a regression-based method that
involve estimation of the labour demand or wage equation, with a special focus on the North
Africa and Southern Mediterranean evidence. Anyway, some evidence is provided also for the
general equilibrium methodology. This work doesn’t attempt to offer a complete overview of
the literature on this topic owing to the huge amount of papers that have explored this field.
But it offers an overview of the main themes that have been discussed about the impact of

trade on labour market, with special attention on the methodology and the nature of data.
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The remainder of this paper is organized as follow. Section 1 reports a survey of the empirical
evidence on the effect of trade liberalisation on wages and total employment, Section 2
presents an overview on the churning effect, Section 3 is dedicated to the adjustment costs
and Section 4 to the debate on the trade and technological change effects, and Section 5
provides a special focus on the North Africa and Southern Mediterranean evidence. Section 6

concludes.

1.2 Trade, wages and employment

The existing literature suggests that in developing countries wage responses are greater than
employment impact. Hence, the empirical results seem supporting the trade approach.
However, the evidence appears in contrast with the Stolper-Samuelson theorem: while the
empirical analysis shows an increase of skilled labour wages and a decrease in unskilled
labour earnings, the theoretical approach predicts the opposite. In the reality, trade
liberalisation is associated with an increase in the skill premium and inequality in many
developing countries. One explanation of this pattern, consistent with Stolper-Samuelson
theorem, would be that trade decreased the relative price of unskilled-labour intensive
products. But this event hasn’t been documented by the existing literature. Another way to
capture trade policy-induced changes in product prices is to refer to tariffs. Following this
approach, we expect that trade liberalisation decreases the industry wage premiums in those
sectors that experienced the largest tariff reductions. Indeed, several studies show that
unskilled-labour intensive sectors, which were protected with the highest tariffs prior to trade
reform, experienced the largest reduction in tariffs barriers and a decrease in wages. See for
example Attanasio, Goldberg and Pavcnik (2004) for Colombia, Hanson and Harrison (1999)
and Robertson (2000) for Mexico, Currie and Hanson (1997) for Morocco, and Pavcnik,
Blom, Goldberg and Schady (2004) for Brazil.

Attanasio, Goldberg and Pavcnick (2004), Feliciano (2001) and Ravenga (1997) find a
positive relationship between tariff reduction and industry wage premiums for Colombia and
Mexico’. However, the magnitudes of the effects are relatively small, especially when
compared to relative large increases in wage inequality. For example, in Mexico, the

estimates suggest that an average tariff reduction of 20 percentage points implies a 5%-6%

* Some studies find no association between tariffs and industry wage premiums (Pavcnick, Blom, Goldberg, and
Schady (2004) for Brazil) and between tariffs and average firms or industry wages (Currie and Hanson (1997)
for Morocco). Mishra and Kumar (2005) and Gaston and Trefler (1994) suggest that premia are inversely related
to tariffs for India and Morocco respectively.
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decline in the real wage, on average and ceteris paribus (Revenga, 1997). In Colombia®, an
average tariff reduction in manufacturing sector of 37 percentage points would be associated
with 4% decline in industry wage premium. As these were the sectors with the lowest
premiums, this shift increased inequality (Attanasio, Goldberg and Pavcnick, 2004).
Moreover, the lack of labour reallocation following trade reform has been observed in several
developing countries, such as Colombia (Attanasio, Goldberg and Pavcnik, 2004), Morocco
(Currie and Hanson, 1997), Mexico (Revenga, 1997; Hanson and Harrison, 1999; and
Feliciano, 2001), Latin America and Caribbean in general (Marquez and Pages-Serra, 1998),
Chile (Levinsohn, 1999).

Two hypotheses have been proposed to clarify the greater response of wages to trade
liberalisation: imperfect competition in product market and labour market rigidities.

First of all, if tariff cuts are associated with higher competition and lower markups, industry
wage premiums could decline via lower industry rents. Some evidence in favour of this kind
of adjustment is provided by Currie and Hanson (1999) for Morocco, Ravenga (1997) for
Mexico, Harrison (1994) for Cote d’Ivoire, Levinsohn (1993) for Turkey, Khambhampati et
al. (1997) for India and Rama (2003) for different countries.

Currie and Hanson (1997) examine the impact on wages and employment of a broad-based
trade reform initiated in Morocco during the 1980s. They use a firm’s level data set with
micro-level details on individual enterprises. Thanks to this data set, the authors are able to
trace the relationship between change in trade policies and manufacturing employment at the
firm level. Estimates based on data aggregate up to the four-digit level suggest that trade
policy has little impact on employment. The coefficient of both tariffs and quotas are
statistically insignificant and close to zero. Estimates based on firm level data, which include
controls for firm-specific fixed effects, show that within a sector the effects of a trade reform
vary significantly across firm characteristics such as ownership (public vs. private) and degree
of export orientation. Unlike private sector enterprises, parastatal firms show a large and
significant association between tariffs protection, employment and wages. A 10 percentage
point decline in tariffs would lower public sector wages by 2.6%. As Currie and Hanson

advocate, this response is consistent with the idea that public sector responds to tariff cuts by

* In their paper Attanasio, Goldberg and Pavcnick (2004) investigate the effects of the drastic
tariff reductions of the 1980s and 1990s in Colombia on the wage distribution using detailed
micro-level data from 1984 to 1998. In particular, they exploit detailed data on workers’
earnings, characteristics and industry affiliation from the Colombian National Household
Survey (NHS) and link this information to industry-level tariff changes and trade exposure.
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expanding its labour force and reducing wages. It acts as a social safety net, absorbing
workers displaced from other sectors. The estimates highlight that tariff reduction has a
significant impact on employment in most highly affected sectors. A reduction in tariffs of 10
percentage points would lead to a decline in employment of 1.65%. The impact of quotas,
however, is not statistically significant. When controlling for the export status, it appears that
the decrease in employment due to a reduction in tariff protection is higher in export-oriented
firms. In terms of the formal model developed in the article, this result suggests that firms
with export sales are likely to have lower profit margin than firms oriented primarily towards
the domestic market. It appears that exporters adjust to contraction of the domestic market by
cutting employment, while non exporters use other means of adjustment. Indeed, the lack of
an employment response for many of the firms in the sample can be explained in the context
of imperfect competition. Estimations indicate that Moroccan firms exercise some market
power. Margins are highest for public sectors firms and lowest for exporting firms. These
results suggest that many firms, including those that failed to adjust employment, respond to
reforms by cutting profit and rising productivity.

Rama (2003) uses a recently released data set, assembled by Freeman and Oostendorp (2000)
based on the October Inquiry, to analyze the links between globalization and wages. The
October Inquiry, conducted by the International Labour Office (ILO) since 1924, requests
data on wages by occupation from governments around the world. These data suffer from
comparability problems. Occupations (teacher, bricklayer, and the like) are defined quite
precisely. But depending on the country and occupation, the figures submitted by
governments might refer to wages or to earnings. They might be legal minimums or
maximums or actual averages or medians. Figures could refer to men, women, or both. The
reference period might be the hour, day, week, month, or something else. Freeman and
Oostendorp recalibrated these data to make them comparable, assuming a stable relationship
between different wage measures. The dependent variable used in Rama’s article corresponds
to the average monthly wages of men, measured in current dollars adjusted for purchasing
power parity (Ppp). Other useful data, used as regressors in the econometric analysis, are
collected by several sources: data on the ratio of trade to GDP in Ppp terms are from the Penn
World (Heston and others 2002), data on openness are from Sachs and Warner (1995), data on
political liberties are based on the Polity I11 index as rescaled by Rodrik (1999), the economic
liberty index is produced by the Fraser Institute (Easton and Walker 1992). Author's
calculations are based on a work by Freeman, R., R. Oostendorp, and M. Rama (2001). Rama

(2003) finds that trade openness has a significantly negative impact on wages at first, but the
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effect evolves steadily and becomes positive in the medium term. In the short-term, a 20-
percentage-point increase in the ratio of trade to GDP leads to a 5-6 percent decline in wages.
In contrast, foreign direct investment appears to increase wages rapidly, but the effect
becomes statistically insignificant after five years. When foreign direct investment as a share
of GDP increases by one percentage point, wages grow by roughly 1 percent. Moreover may
widen the wage gap between skilled and unskilled workers. Many jobs in protected
(presumably inefficient and unskilled labour intensive) industries could be lost as a result of
trade liberalization and market deregulation. For workers in those industries the decline in
earnings would exceed the decline in wages that can be predicted based on the estimated
regressions probably because of some form of rent sharing (Azam and Ris, 1995; Morrisson,
1994, quoted in Rama (2003)). The results point to the importance of both a good
understanding of the institutional environment and the need to incorporate political economy
considerations into the analysis.

Investigating the effect of the 1991 trade reforms on employment in the Indian manufacturing
sector, Khambhampati ez al. (1997) find little evidence of a sizeable negative response overall
and in each of the import-competing sectors. Examining the relationship between labour
demand and mark-ups, they find support for the pro-competitive effects of trade reforms, as
firms cut mark-ups and increased output and labour demand following the reforms. This may
have at least partially offset the reduction in labour demand caused by other factors.

The second explanation refers to labour market rigidities and related distortions in developing
countries, which prevent labour reallocation in the short\medium term (Heckman and Pages,
2000). However, some authors argue that labour market regulation is necessary to protect the
rights of workers and to improve working conditions (Harrison and Laemer, 1997). Feliciano
(2001), using micro-level data, analyzes the impact of trade reform on Mexican wages and
employment. She finds that more unskilled labour industries experienced the greater
reductions in protection levels. Wage dispersion increased in both the non-tradable sector and,
to a much greater degree, the tradable sector. This pattern suggests that trade reform increased
wage inequality. The decline in import license coverage appears to have reduced relative
wages of workers in reformed industries by 2%, but did not affect relative employment.
Reductions in tariffs had no statistically significant effect on relative wages or relative
employment She attributes the results to the difficulties of firing workers under Mexican
labour law.

These results are confirmed by Revenga (1997). Revenga examines the effect on wages and

employment of Mexico’s trade reform, which began in 1985. The author attributes the decline
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in wages and the lack of labour reallocation to a mix of factors: labour market imperfection, in
the form of wage bargaining, and reduction of rents available before the trade reform. The
data used for the analysis are plant-level data drawn from the Annual Industrial Survey, and
they cover a panel of medium-to-large firms over the 1984-90 period. The data were
combined with import penetration ratios at the sector level and with tariff-line and license-
coverage data. Methodologically, to identify the full effect of trade liberalisation on firm
wages requires several steps. First, Revenga estimates the effect of the removal of protection
on industry-level wages. This will give a measure of the pressure on wages due to shifts in
industry product and labour demand. Second, the author estimates the importance of rent
sharing in wage determination at the firm level. Finally, she measures how much quasi rents
are affected by the removal of tariffs and quotas. Changes in trade policy are used as
instruments for the endogenous quasi-rent and output variables. Revenga finds that most of
the adjustment to trade reform in Mexico occurred through wage reductions with a little effect
on employment. The author attributes the small employment response to factor market
imperfections. Indeed, organised labour market is important in Mexico, where around 30% of
the labour force is unionised. It is high by developing countries standards. Prior to trade
reform, rent-sharing agreements allowed workers to earn higher wages. Revenga estimates
that on average real wages declined by 3%-4% as a consequence of the trade reforms, with
more affected sectors experiencing a 10%-14% decline. Moreover, trade reform reduced the
rents available to be captured by firms and workers. This has an additional negative effect on
firm-level wages. On the whole, the effects of trade liberalisation on firm wages appear to
have been quite large: for an average tariff reduction of 20 percentage points, wages decline
on the order of 5%-6%. The article has also documented the existence of substantial
heterogeneity across firms in the magnitude of rent sharing. One of the most interesting
determinants of these differences is the skill composition: firms with a higher proportion of
skilled workers manifest stronger rent sharing than those with a higher fraction of unskilled
workers. This could reflect the relative skill scarcity of the Mexican labour market, which
grants skilled workers greater bargaining power.

This piece of evidence is in sharp contrast with the Hecksher-Ohlin theorem, which implies
that in industries that experienced a tariff reduction prices decrease and output contract.
Consequently, labour should reallocate from the sectors with the largest tariff cut to the
sectors with the smaller tariff cuts.

Several studies cast doubts on the effect of labour market rigidities on labour demand. This

position is motivated by a widespread non-compliance with labour market regulations in
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developing countries. Bell (1997) estimates that 40% of the female earning in the Mexican
informal sector lies below the minimum wage. Currie and Hanson (1997) find that the scarce
compliance with existing regulations is the best way to understand why labour market
regulation cannot explain the lack of labour reallocation in Morocco. Despite the existence of
a stringent minimum wage law, half of the firms in their sample report average wages below
the minimum for blue-collar workers. Moreover, firms switch from permanent to temporary
workers in order to circumvent the strengthen firing and hiring laws. The studies of Bell
(1997), Gruber (1997) and Maclsaac and Rama (1997) test whether abolishing labour market
regulations, such as minimum wages and mandate non wage costs, could increase labour
demand. Gruber (1997) for Chile and Maclsaac and Rama (1997) for Ecuador conclude that a
large fraction of the mandated non-wage costs imposed on employers are borne by workers in
the form of lower wages. Hence, the legislative benefits are outweighed by a sharp reduction
in the base earnings. This downward shift is facilitated by the low level and the weak
enforcement of minimum wages. Their findings suggest that eliminating government-
mandated payroll taxes, which finance a wide range of social programs, are unlikely to
stimulate employment (Harrison and Laemar, 1997).

To test whether a sluggish adjustment to the labour force could explain the low elasticity of
employment response to trade in Morocco, Currie and Hanson (1997) estimate a dynamic
model of labour demand, in which employment today depends on past employment and on
determinants of current desired employment. Since the coefficient on lagged employment will
be biased towards zero in the presence of fixed effects, they use a Generalised Method of
Moments (GMM) suggested by Arellano and Bond (1991). The results suggest that the small
impact of trade reform on employment cannot be attributed to an inflexible labour market,

since even firms that show little adjustment to trade reform appear to adjust quickly.

Rama (1997) focuses merely on minimum wages. A review of the literature provides two different views about
the normative effects of minimum wage on labour markets in developing countries (Freeman, 1992). The
“advocate view” holds that minimum wage redistribute resources in a welfare enhancing way. In so doing, it has
the potential to reduce poverty, boost productivity and foster growth. The “distortionist view” suggests that
minimum wages misallocate labour and depress wages with the effect of wasting resources and hammer growth
(Bell, 1997). A large and growing literature addresses these issues, including Grossman and Krueger (1993),
Bhagwati (1994), Ehrenberg (1994), the World Bank (1995), and Krueger (1996). Bell (1997) examines the
effect of minimum wages on employment in two countries, Colombia and Mexico, in 1980s. In particular, using
a panel data on manufacturing firms, the article estimates the effect of minimum wage on the demand for skilled
and unskilled workers in both countries. Her paper provides an important lesson on how difficult it is to
generalise about the effect of market legislation across countries (Harrison and Laemar, 1997). For Colombia,

Bell’ results support the distortionist view: higher minimum wage reduce employment. She estimate that 10%
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rise in the real value of the minimum wage reduce employment of low-skilled workers between 2% and 12%. In
Mexico she finds no effect of minimum wage on employment. Over the 80s, the minimum wage fell by 45% in
real terms in Mexico, with negligible apparent effect on employment. In Colombia, the real minimum wage rises
by roughly the same amount and seems to have led to a decline in employment, with the greatest impact on the
demand for unskilled workers. One reason for the different response appears to be a widespread non-compliance
with the minimum wage in Mexico. Moreover, minimum wage was initially set at a much higher level in

Colombia than in Mexico.

One potential explanation for the relative small magnitude of industry wage responses and the
lack of labour reallocation across sectors is the existence of the informal sector. This sector
offers an additional margin through which firms can adjust to trade shocks (Goldberg and
Pavcnik, 2004). As Attanasio, Goldberg and Pavcnick (2004) show the effect of tariffs on
informality is negative and significant. If the average tariffs of the manufacturing sector
(13%) would be reduced to zero, the probability of a worker having an informal job would
rise by 1.1 percentage points. The corresponding effect in 1984, when the average tariff was
50%, would be 4.4 percentage points. Anyway, informality may be a rational choice for
workers and firms, and not a simple consequence of trade liberalisation (Maloney, 2002). Not
only the labour market regulation, but also the tax system, the access to credit etc. plays a
crucial role in boosting the firms to move from the informal to the formal sector (Hoeckman
and Winters, 2005).

Some evidence in support of the “development approach” is provided by Rama (1994) for
Uruguay and Milner and Wright (1998) for Mauritius. For Uruguay, which introduced trade
reforms in 1979 and again in 1985, Rama (1994) use four-digit industry data between 1978
and 1986 to measure the impact of trade liberalization on employment reallocation and real
wages in the manufacturing sector. The results show that trade reforms had a significant
impact on the level of employment across manufacturing subsectors, but almost no impact on
real wages. Reducing the protection rate within a sector by 1% led to an employment
reduction of between 0.4 and 0.5% within the same year. These results suggest that during
those years the labour market in Uruguay was fairly competitive, with significant employment
reallocation between sectors after the reforms.

Milner and Wright (1998) examine changes in inter-industry employment and wages for the
Mauritian economy pre- and post-liberalisation. They find that employment and wages have
increased in both the exportable and importable sectors following the trade liberalisation
initiated in the 1980s. That employment and wages should increase in the exportable sector
for a labour-abundant country like Mauritius is very much in line with the H-O model.

However, the increase in employment and wages in the importable sector is in contradiction
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with the H-O model. Milner and Wright appeal to non-H-O elements to support their findings,
arguing that the latter may have occurred due to trade-induced productivity gains in the
importable sector and a rapid increase in the supply of labour as women entered the labour
market in Mauritius in large numbers.

Parker et al. (1995) examined employment growth in micro and small scale enterprises (MSE)
subsequent to episodes of reform in Ghana, Malawi, Mali, Senegal, and Tanzania. Their
findings indicate that annual employment growth among existing MSEs was strong
subsequent to reform implementation.

A series of ILO case studies on Chine, India, Malaysia, Mexico and Brazil evidence that
increase in wage inequality has mainly characterised the Latin American countries without
affecting the Asian economies. In the three Asian countries trade liberalisation has a generally
favourable effect on employment and wages in the manufacturing sector’. The results
evidence an increase in the demand and in wages for unskilled workers. This happens because
export-oriented firms, which are unskilled labour intensive, grow faster than other sectors in
the aftermath of trade liberalisation. In contrast to the Asian experience, also these analyses
evidence the unfavourable effects of trade growth on employment and wages in Brazil and
Mexico. Another evidence of the worst impact of trade liberalisation on Mexican employment
is provided by Mesquita and Najberg (2000). They find that between 1990 and 1997 there was
a 32.4 per cent drop in employment in capital-intensive industries and a 13.3 per cent decline
in the labour-intensive industries. Not all this decline in employment could be attributed to
trade liberalization since the trade reforms were implemented concomitantly with high
inflation and recessionary conditions. Among the explanations that Mesquita and Najberg
offers for the decline in employment are a sharp increase in productivity in the capital-
intensive industries and poor export performance in the labour-intensive industries.

As the ILO studies suggest, the main causes of these opposite trends could be the
unfavourable initial conditions (extremely unequal distribution of assets, for example),
macroeconomic instability and over-dependence on external resources (Lee, 2005).

Moreover, the impact of shifts in the volume and composition of trade is larger on
employment than on wages in OECD countries. In sharp contrast with the precedent results,
Grossman (1986, 1987), Revenga (1992), Freeman and Katz (1991), and Gaton and Trefler
(1994), using cross-industries data, find greater employment than wage sensibility to change

in import competition for the United States. In U.S. and Canada, it appears that trade policy

> The studies focused on the manufacturing sector because it was the most affected by the trade reform.
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changes lead to employment reallocation across industries, with very little effects on wages.
Wood (1994), Driver, Kilpatrick and Naisbitt (1988) and an OECD study (1992°, 1993) show
that the net employment effects of changes in exports and imports have not been significant in
OECD countries. However, they highlight that trade changes have produced significant
adverse employment effects in particular industries, especially labour-intensive sectors such
as textiles, clothing, timber, furniture and leather (Baldwin, 1995).

Wage responses to trade have also been analyzed using macroeconomic and computable
general equilibrium models (e.g., Deardorff and Stern, 1986 and Brown and Stern, 1989).
Krugman (1995a) and Lawrence and Evans (1996) evaluate the effects of trade changes on
wages in the US using a CGE model. They conclude that the effect of plausible levels of trade
with developing countries would be small (but negative) and swamped by positive effects. In
the context of a much larger CGE model, Burfisher, Robinson and Thierfelder (1994) find
similarly small effects of liberalized trade with Mexico in the context of the North American
Free Trade Agreement (NAFTA). Using a perfect substitutes/perfect competition structure
with Leontief production functions, benchmarked to 1967 U.S. data, Hartigan and Tower
(1982) provide evidence that a reduction in trade barriers would raise the returns to capital
(i.e. they conclude that U.S. tariffs protect capital). However, since most large-scale CGE
models incorporate imperfectly competitive elements, they fairly uniformly find that
increased trade yields increased real wages for labour (Gaston and Nelson, 1997).

An alternative explicitly general equilibrium-based approach exploits derivative properties of
GNP functions to evaluate Stolper-Samuelson effects. Harrigan and Balaban (1997) estimate
a translog GNP function for the US for 1963-1991. The GNP function approach allows
Harrigan and Balaban to explicitly incorporate the effects of price changes (Stolper-
Samuelson effects), endowment changes, and technology changes in a single econometric
framework. This paper provides suggestive evidence that all three of these effects played a

role in generating the increased inequality that emerged in the 1980s.

® This analysis uses input-output techniques to decompose changes in output and employment
by industry in nine OECD countries, namely, Australia, Canada, Denmark, France, Germany,
Japan, the Netherlands, the United Kingdom, and the United States. However, the
decomposition approach, using input-output analysis, has been criticized on several grounds,
ranging from the absence of any behavioural content, the static nature of the analysis, the
assumption of fixed input-output and labour coefficients, and the failure to introduce the
effects of scale economies (Baldwin, 1994). Instead, the empirical approaches reported above
are mostly based on a regression-based method that involve estimation of the labour demand
or wage equation.
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Porto (2004) provides a general equilibrium analysis of the relationship between trade
liberalization and poverty, by simultaneously considering the labour market and consumption
effects of trade liberalization. Porto applies this approach to study the effect of Argentina’s
entrance to Mercosur on welfare of urban Argentine households. He finds that Mercosur has
pro-poor effects via the labour income channel that are consistent with the Stolper-Samuelson
mechanism. Based on the estimates of wage-price elasticities obtained from the household
labour surveys, these price changes translate into increased wages of unskilled workers and
declines in wages of skilled workers. Because households at the bottom of per capita
expenditure distribution are relatively better endowed with unskilled labour, they benefit via
labour income channel, while households at the right tail of the household per capita
expenditure loose. Consumption effects have a pro-rich bias. This is due to the fact that the
model predicts that prices of unskilled-labour intensive food and beverages actually increase
with Mercosur’s tariff reductions and poorer households spend a large share of their budget
on this category. On the other hand, the model predicts declines in prices of non-traded goods
such as health and education and leisure goods and the budget shares of these goods increase
with per capita household expenditure. The question then becomes whether consumption
effects are large enough to offset the labour income effects. Interestingly, the magnitude of
the consumption effect is in general much smaller than the magnitude of labour income
effects. As point out by Goldberg and Pavcnik (2004), this study offers a complete view of the
impact of trade liberalisation on poverty because it simultaneously considers the change in
wages and in consumption goods prices.

Enrique Ganuza, Samuel Morley, Sherman Robinson, Valeria Pifieiro and Rob Vos (2004)
measure the impact of trade liberalisation, exchange rate manipulation, capital inflows, and
terms of trade changes on output, employment and poverty for 16 Latin American countries.
They use country-specific but relatively standard CGE models linked to household micro-
simulation models. Results indicate that, in almost every country, trade liberalisation
increased output, reduced poverty, and had positive effects on employment or wages. Rising
skilled-unskilled wage gaps appeared in some countries leading to increased income

inequality.

1.3  Adjustment Costs

The empirical works reported above assume that resources are always fully employed and that

the trade balance is in equilibrium. As a result, standard trade theories predict a smooth and
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costless adjustment to trade liberalisation. These models give a misleading description of the
real world. In these circumstances, an increase in the openness can impose heavy adjustment
cost in term of a contraction in output and high unemployment in some sectors, at least in the
short-run (Lee, 2005).

Masutz and Tarr (1999) define adjustment costs “as encompassing a wide variety of
potentially disadvantageous short-run outcomes that might result from trade liberalization”.
These outcomes may include a reduction in employment and output, the loss of industry-
specific and firm-specific human capital, and macroeconomic instability resulting from
balance of payments difficulties or reductions in government revenue. In analyzing these
costs, Masutz and Tarr stress on the importance of distinguish between social and private
costs. While the social costs of adjustment consider the aggregate welfare effects of trade
reform, private costs refer to change in individual earnings and job quality. The rich survey of
empirical papers presented by Masutz and Tarr’ shows that the negative impact of trade
liberalisation on the labour market, in the form of increase in layoffs, is offset by the gains
within one year. As a result, we get net social benefit through an increase in employment. In
the next paragraphs, we will present an abstract of these evidences.

The first study on the adjustment process has been done by Magee (1972). Magee compute
the costs and benefits that one could expect if the United States completely liberalized its
trade with the rest of the world. She adopts an ex-post numerical approach, by computing the
consumer, producer and government surplus as well as the import and export elasticities in
different trade environments. She follows the Johnson (1967) methods. the Magee explicitly
accounted for the fact that the benefits of liberalization are permanent while the adjustment
costs are temporary. In order to quantify the adjustment costs, Magee forecast the number of
workers that would become unemployed due to the reductions in import barriers and then
multiplied by their average wage. He adjusted for the expected duration of unemployment and
assumed that all adjustments would be completed within five years. Using alternative discount
rates, he was then able to estimate the present discounted value of adjustment costs and
compare them with the standard efficiency gains due to liberalization. After only one year
U.S. trade reform would create 5.7 dollars worth of benefits measured in terms of efficiency
gains for every dollar of adjustment costs. As Magee's estimates are very rough and do not
account for the costs of capital equipment that may be idled as a result of reduced import

barriers.

7 The survey presented below is taken from the paper of Masutz and Tarr (1990).
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Baldwin et al. (1980) try to overcome some of the Magee’s study limits by including controls
for detailed demographic characteristics of unemployed workers, positive income effects from
export promotion, and estimates of capital adjustment costs. They provide estimates of U.S.
welfare gains and adjustment costs associated with a 50 percent multilateral tariff reduction in
the late 1970s for 367 distinct sectors. Like Magee, Baldwin et al. estimate the changes in
employment that would result from the tariff reduction and valued this change in employment
at an appropriate wage. While Magee uses an average wage rate for all workers, Baldwin et
al. assume that the wage rate of a dislocated worker in a given industry is related to the
demographic characteristics (education, age, gender etc.) of the average worker in that
industry. Baldwin et al. find a very large ratio of benefits to costs: dollar of adjustment costs
brings with it approximately 2.4 dollars of benefits in the form of efficiency gains after just
one year. They also document that the costs are concentrated among a few industries.
Specifically, industries with the largest declines in employment include Food Utensils and
Pottery (20.6%), Rubber Footwear (13.1%), Artificial Flowers (11.3%), and Pottery Products
(9.7%). These are generally very labour intensive industries, which would presumably be hurt
from trade with developing countries more than other sectors.

Other authors have focused their attention on individual industries. Morkre and Tarr (1980,
1984) examine the effect of trade protection on nine specific industries in the U.S. In general,
these studies found that the benefits of trade liberalization vastly exceeded the adjustment
costs. For example, Morkre and Tarr (1980) estimated the benefits and costs of removal of the
sugar quotas, footwear quotas and tariffs on textile and apparel products by the U.S. They
estimated that removal of sugar quotas by the U.S. would result in about 16 dollars of benefits
for every dollar of unemployment costs. Liberalization of footwear quotas, and textiles and
apparel tariffs would produce benefit-cost ratios of about 68 and 57, respectively. Tarr and
Morkre (1984) estimated that, depending on elasticities, the removal of quotas in textiles and
apparel would result in between 7 and 19 dollars of benefits for every dollar of unemployment
costs.

De Melo and Tarr (1990) quantify the efficiency gains and employment adjustments that
would follow from a removal of quantitative restrictions on U.S. imports of textiles, steel, and
automobiles. Their ex-ante analysis is based on a static ten-sector general equilibrium model
of the U.S economy. According to their analysis, these reforms would generate the need for
less than one quarter of one percent of the labour force to relocate. To measure the costs borne
by the relocating workers, De Melo and Tarr use evidence from Jacobson (1978) to argue that

these workers experience some loss of earnings for approximately six years after
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displacement. They use this information to calculate the ratio of the present discounted value
of the benefits of liberalization to the costs of worker displacement. They estimate that gains
to the U.S. economy from liberalization are approximately 28 dollars for every dollar of cost.
Takacs and Winters (1991) study the British footwear industry. They base their analysis on
the fact that there exists a natural turnover of employment within the industry. The authors
assume that those workers who are displaced by trade liberalization become re-employed in
the shoe industry when other workers voluntarily leave employment. For example, almost 17
percent of the employees at two large shoe manufacturers voluntarily left employment each
year between 1984 and 1986. If workers displaced due to trade liberalization are the first
claimants on new job openings, then the authors estimated that workers displaced due to trade
liberalization would become re-employed within seven weeks. The authors went on to
calculate the standard efficiency gain from liberalization for purposes of comparing this gain
with the value of lost employment, where the value of lost employment was calculated at the
workers' pre unemployment wage. Doing so, they calculated a benefit-cost ratio of 153 after
just one year. Even if the natural turnover rate is as low as eight percent, the adjustment
period is only 14 weeks and abolition of quantitative restrictions can still be expected to
generate more than eighty dollars of benefit for every dollar of cost after just one year.
Although most of the studies on social adjustment costs focus on developed countries, some
evidence is available also for developing countries. In their article, Haltiwanger and Singh
(1996) report the results from a survey of public sector employment retrenchment episodes
across a wide variety of developing and transition economies. In India, the retrenchment
support program was directed at public enterprises declared to be sick (with several years of
accumulated losses). This program started in 1991 and was mostly directed to textile industry.
Results from a sample survey indicate that all retrenched workers remained in the labour
force, and 80 percent were reemployed (PA Consulting Group (1993), quoted in Haltiwanger
and Singh (1996)). Of the total surveyed, 32 percent were in wage jobs, one-fourth of them in
the same industry. The rest (48 percent) were self-employed. For Hungary, surveys indicate
that retrenched workers remained in the labour force (Commander et. al. (1994), quoted in
Haltiwanger and Singh (1996)). Most of them were reemployed in the private sector, in trade
and service industries. Anyway, the available evidence suggests that unemployed workers had
an increasingly difficult time finding jobs. Early in the transition, in February 1991, the
outflow rate from unemployment implied a steady-state duration of unemployment of 7
months. By November 1992, the implied steady-state duration was 50 months. For Ghana, a

sample survey of 60,000 civil service retrenched workers finds that about 10 percent of them
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quit the labour force (Alderman, Canagarajah, and Younger (1996), quoted in Haltiwanger
and Singh (1996)). Of the rest, 97 percent were reemployed by the second year, about 20
percent in formal sector wage jobs and the rest in self-employment or informal sector jobs.
Hoddinott (1997) on the base of the data of Cote d’Ivoire Living Standard Survey estimates
the wage-unemployment elasticity for the period 1985-1987. The data set contains detailed
information on earnings, hours worked, employment status, and unemployment and search
behaviour while unemployed for 1600 households. The wage-unemployment elasticity
estimation is 0.1 and it’s close to the value estimate by Blanchflower and Oswald (1995) for
the United States, Great Britain and other European countries. These results suggest that the
labour market of Cote d’Ivoire seems to behave as those in developed economies and, as
Masutz and Tarr (1990) suggest, studies of adjustment costs for developed countries may
have relevance for developing country experience. Anyway, care must be taken when
extrapolating results from one country or region to another (Rodrik, 2004). Papageorgiou,
Demetrios, Armeane M. Choksi, and Michael Michaely (1990) analyse the impact of trade
liberalisation before 1985 using a cross-country data set for 19 countries (including Argentina,
Brazil, Chile, Korea, Peru, Philippines, Singapore, Sri Lanka, and Turkey). They argue that
experiences vary from case to case, but that, on the whole, transitional unemployment is quite
small.

Other studies on adjustment costs in developing countries include: Ghose, Ajit K. (2000), a
cross-country analysis for 13 economies including Argentina, China, Mexico, Taiwan (China)
and Thailand ; McMillan Margeret, Dani Rodrik and Karen H. Welch,(2002) on
Mozambique; Parker, Ronald L., Randall Riopelle, and William F. Steel (1995) for small
enterprises in Ghana, Malawi, Mali, Senegal, Tanzania; Milner and Wright (1998) an
evaluation of the positive effects of trade liberalization on employment in Mauritius.

To have a complete idea of the short-run impact of trade liberalisation on the labour market,
we should give a look also to the evidence on the private costs. The available researches show
that the increase or decrease in earnings as a result of displacement depends on the worker
(mostly the skill level) and firm (public vs. private firm, export status etc.) characteristics.
Jacobson, et al. (1993) estimate earnings losses for displaced workers in Pennsylvania during
the early and mid 1980s. They create a data set that contains worker’s quarterly earnings as
well as information about their firms, including employment level, growth, geographic
location, and “four-digit SIC” industry. They define worker’s losses as “the difference
between their quarterly earning and the expected wages had they remained with their previous

employer”. On the base of statistical model estimation, they show that high-tenure workers
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experience substantial earnings loss when they leave their jobs. In addition, they find that
workers dismissed from distressed firms bear long-term earning losses, with little evidence of
recovery after the third year. Even six years after the dismissing, their quarterly earning
remains $1,600 below their expected earnings; it corresponds to 25% of their pre-
displacement wage. These losses vary little with respect to local labour market condition,
industry and firm size. Moreover, age and gender doesn’t matter and workers, who were hired
in the same industry, face substantial wage cuts as well.

Rama and Maclsaac (1996, quoted in Masutz and Tarr (1990)) measure the earnings and
welfare losses experienced by displaced employees of the Central Bank of Ecuador. They link
these losses to individual characteristics such as gender, education, seniority, and salary in the
public sector. They find that after 15 months, employees displaced from their jobs at the
Ecuadorian Central Bank (BCE) in 1994 were on average earning only 55 percent of their pre-
displacement income. In subsequent work Rama and Maclsaac (1999), they emphasize that
change in earnings represents only one aspect of the welfare loss. The disutility from lesser
income security and (possibly) higher effort levels, as well as the utility from additional
leisure time (if any); also need to be taken into account. They use discrete measures of
earnings losses and welfare losses reported directly by the displaced employees, in addition to
more traditional measures of earnings losses. Using a regression analysis, they estimate the
link between these measures and the observable characteristics of the employees.

Results show that the new jobs seem to be characterized by their relatively low quality, rather
than by their scarcity and that both earnings and welfare losses are correlated with a variety of
observable individual characteristics, such as education or the number of dependents, and not
just with salary and seniority in the public sector. In particular, the losses were larger for
employees with less education and more seniority, but not necessarily larger for employees
with higher salaries.

Tansel (1996, quoted in Masutz and Tarr (1990)) found that Turkish workers laid off from
privatized cement firms experienced earnings losses of 61 percent. Earnings losses for
workers laid off from the state-owned petrochemicals firm amounted to 57 percent. An
opposite evidence is provided by Orazem, Vodopivec, and Wu (1995, quoted in Masutz and
Tarr (1990)) for Slovenian and Mills and Sahn (1995, quoted in Masutz and Tarr (1990)) for
Guinea. Orazem, Vodopivec, and Wu (1995) find that more than two thirds of displaced
Slovenian workers who found new jobs actually earned wages higher than their pre-
displacement wages. Mills and Sahn’s results show that among the public-sector workers

retrenched in Guinea who were able to find new jobs, more than half had increased earnings.
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However, the average duration of unemployment for this group was approximately two and
one half years, and thirty percent of dismissed public-sector workers were still unemployed in
1992.

Asserting that trade liberalisation has a net positive effect only on the base of an increase in
employment is quite limited. A complete and accurate assessment of the true welfare losses
associated with private and social adjustment costs is necessary to quantify the true net

welfare gains from international openness.

1.4 Job Reallocation

The studies cited in the preceding sections shows a small change in the total level of
employment in the aftermath of trade liberalisation. But this consideration hides much of the
dynamics in the labour market. Indeed, trade growth impacts on labour market by changing
the composition of employment, mainly within firms, and by creating and destroying jobs,
with negligible net impact on total employment. So, as reported by a recent World Bank study
(2001) on globalisation “small declines in employment may hide substantial job churning”.
For example, for OECD nations for which data are available, total turnover averaged more
than 20% during the 1980s, although net employment growth was generally in the range 0.5-2
percent (Grey, 1995).

The analysis of turnover and its components represents a way of viewing net employment
change, for both the whole economy and for particular sectors. Some definitions are necessary
before to examine the available research on job reallocation. First of all, we need to make a
distinction between job turnover and labour turnover. Job turnover measures the creation and
destruction of positions, i.e. how employment positions are reallocated across establishments,
while worker turnover measures the movement of workers into (hires) and out (fires) of jobs.
To compute job turnover, we need to classify establishments into one of four categories:
opening, expanding, declining and closing. The sum of these four components (without
regards to sign) gives us job turnover (or gross job reallocation). By comparing the gains from
opening and expanding with losses from closures and contractions, we get \The algebraic sum
of these four components, aggregated across all firms in the economy, represents the net
change in the economy. Moreover, employment change due to openings and closures (net
entry) can be seen as distinct from expansion and contraction within a pool of existing

establishments (net expansion).
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In this section we will mainly focus on the available literature that examine the link between
the business cycle and churning. From our point of view, it’s important base to can analyse
the impact of trade on job reallocation in the next section. Many surveys on business-cycle
and job reallocation have been published recently. These works present the topic under
different point of view. Grey (1995) calls attention to two streams that have been developed in
the literature to capture structural and cyclical influences on turnover. “The first approach
sees structural turnover as continuous, an integral feature of a market economy. It emphasizes
the importance and the stability of establishment openings as the means through which more
significant changes in the economy occur (Baldwin and Gorecki (1990), Boeri and Cramer
(1992)). An alternative view emphasizes the concentration of job losses stemming from
structural change in the cyclical downturns (David and Haltiwanger (1990, 1992) and
Blanchard and Diamond (1990))”. In their survey, Klein, Schuh and Triest (2002) divide the
available studies in two groups: job flows (Davis, Haltiwanger, and Schuh (1996); Gourinchas
(1998); Bentivogli and Pagano (1999)) and worker flows (Kletzer (1998a, 2000); Goldberg,
Tracy, and Aaronson (1999)). From a theoretic point of view, this distinction is not always
well marked. Indeed, in the modelling process, job is often defined as filled employment
position and there is a close correspondence between job creations and hires and between job
distractions and separations. However, in the reality job and workers flows are two different
concepts. Fortunately, the recent publication of new survey data that provide information on
both workers and job flows has allowed a better identification of these flows (Boeri, 1996).
We will follow a different approach. We will describe the main theoretical and
methodological benchmarks used to quantify job and labour reallocation and the evidence

based on them.

1.4.1 The theoretical Framework

Motivate by these basic facts and the results of their decomposition exercise, which show that
the idiosyncratic contribution to the gross job reallocation rate exhibits a strong pattern of
countercyclical movements with respect to own-sector and total manufacturing net
employment growth rates, they present a theoretical model of employment reallocation and
the business cycle. “The model provides a structure that helps interpret the observed patterns
of job creation and destruction and gauge their implication for aggregate fluctuations in
output, productivity, and unemployment. The model focuses on the forces generating gross
flows of workers and jib across heterogeneous production sites. As the economy moves

through time, some high-productivity job sites become less productive, while new ones are
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created from time inputs. The intensity of shifts in the pattern of employment opportunities
across production sites fluctuates over time, so that the frictions associated with reallocating
resources influence the magnitude and character of economy wide fluctuations. In addition to
the time-varying intensity of allocative shocks, the economy we analyze is subject to
aggregate shocks. Since the timing of worker and job reallocation is endogenous in the model,
the pace of reallocation is influenced by both allocative and aggregate disturbances. In this
simple economy, several patterns emerge with respect to the predicted responses of job
creation and destruction to aggregate and allocative shocks. Adverse aggregate shocks tend to
increase job destruction and decrease job creation. However, given the endogenous timing of
reallocation, adverse aggregate shocks interact with frictions in the labour market to induce an
accelerated pace of reallocation. We design such accelerations or decelerations in the pace
induced by aggregate disturbances as reallocation timing effects. It is the only channel
through which aggregate demand disturbances effect output, unemployment, and productivity
in our model.

In contrast to aggregate disturbances, an increased intensity of allocative shocks increases job
destruction and eventually increases job creation. The lagged response of job creation to
allocative shocks results from several factors that can operate separately or in combination.
First, to the extend the creation of new jobs and the reallocation of workers is time-
consuming, the job creation response naturally lags the job destruction response. In the
models, this aspect is captured by the assumption on time input. Second, any positive
persistence to innovations in the intensity of allocative disturbances discourages immediate
investment in the creation of new-high productivity jobs and in an improved allocation of
workers across existing jobs. This happens because under persistence, a positive innovation in
the contemporaneous intensity of allocative disturbances means heightened uncertainty about
ex-post returns to current investments in specific capital. In the model, a positive innovation
in the intensity of allocative disturbances is represented as an increase in [ and it implies a
deterioration in the stochastic marginal rate of transformation between future and current
consumption. The substitution effect associated with this deterioration leads to more current
consumption and less current reallocation. Third, (and outside the scope of this model), if
there exist significant macroeconomic externalities associated either with external increasing
returns or final goods demand spillover effects, then the initial increase in job destruction
from an allocative shock can generate a temporary decrease in job creation. In sum,

innovations in the intensity of allocative disturbances generate a contemporaneous increase in
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job destruction and an eventual increase in job creation but have an ambiguous effect on the
current pace of labour reallocation.” (Davis and Haltiwanger (1990)).

The asymmetry in the process of structural change could have implication for unemployment.
An interesting theoretical study on this issue has been done by Blanchard and Diamond
(1989). Although the main aim is to formalise the joint movement of unemployment and
vacancies, interesting features about job reallocation will emerge. They develop a conceptual
frame in which analyse gross flows, matching process and the effects of shocks on
unemployment and vacancies. They represent the complex process through which workers
and jobs look for and find each other using a simple aggregate matching function, which gives
new matches as a function of both unemployment and vacancies. In this model, at a given rate
of job creation and destruction and the effectiveness of matching process, the economy would
reach a steady level of unemployment and vacancies. However, the economy is subject to two
types of shocks with quite different effects. Changes in the level of aggregate activity cause
rates of job creation and destruction as well as unemployment and vacancies to move in
opposite direction. This causes a counter-clockwise movements of the downward-sloped
Beveridge Curve. Reallocation shocks cause a parallel movement of the job creation and
destruction rates as well as unemployment and vacancies. This implies a movement along an
upward-sloping locus. Therefore, the model provide a new way of looking at the Beveridge
relation and tell us what can be inferred from the co-movements of unemployment and
vacancies.

Caballero and Hammour capture in a model the potentials for a smoothing behaviour of job
losses along the business cycle. At the base of their model there is the idea that the
opportunity costs of creating new jobs change over the economic cycle and this may play a
role in the timing by structural change®. The higher costs of creating establishments during
cyclical upswings (e.g. the congestion effect in the matching process as well as capital
installation and labour training costs) are an incentive for firms to delay layoff. This
accentuates the concentration of closing or contraction of older establishments in downturns.
Similarly, in downturns, it may be costly to delay the adoption of new technology and the
associated job creations. Anyway, creation costs slowdown technology adoption, perhaps
leading to considerable catch-up costs during an upswing. These costs may also lead to the

exit of existing older establishments prior to the end of their useful lives. This suggests that

%This idea was popular among the pre-keynesian “liquidationist” theorists like Hayer and Schumpeter (see
Bradford de Long (1990, quoted in Caballero and Hammour (1994)). See also Blanchard and Diamond (1990)
when they define recession as cleaning up periods.
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creation operate an “insulating” effect that reduce the responsiveness of destruction to cyclical
movements. When adjust cost are linear, insulating effect is complete and the industry
respond exclusively on its creation margin. However, evidence suggest that job creation is
much more cyclically responsive than job creation; it means that the insulation effect is
imperfect. According to the model this is due to the structure of creation costs that gives a
motive for smoothing the creation process. This argument goes furthest suggesting that
cyclical and structural change are coincident.

Mortesen and Pisarrides (1994) develop a model of endogenous job creation and job
destruction and incorporate it into the matching approach to equilibrium unemployment and
wage determination. In their job-search model, countercyclical movements are originated by
the time required to fill vacancies opened during expanding periods. During downturns, job
are destroyed and vacancies are cancelled immediately. These asymmetries are even stronger
when cyclical shocks are anticipated by firms and workers and when cyclical shocks have a
low degree of persistence. Finally, Mortesen and Pisarrides (1994) model the distinction
between posting a vacancy and creating a job. Cyclical upturns immediately affect unfilled
job but have little immediate effect on actual job creation. Hence, the turnover is
countercyclical. Simulations using this matching-model show that aggregate shocks are able
to proxy the cyclical behaviour of job creation and loss in manufacturing sector in the United
States.

Similar is the approach followed by Burda and Wyplosz (1994). They distinguish between
vacancies associated with unfilled jobs and vacancies associated with the creation of new
positions. In their model the size of the shocks is crucial. In response to small shocks, planned
position are cancelled, unfilled vacancies are closed and no workers are dismissed. On the
other side, large shocks increase opportunity costs of keeping vacancies unfilled and decrease
those of dismissing workers. As a result, lay-off are dominant response to these shocks.
Moreover, this the dismissed “good” workers will fill in the vacancy position available in
other industry. In this way, they reduce the negative impact of downturns on gross job
creation.

Finally, Burgess (1991) and Blanchflower and Burgeness (1993) extend the traditional search-
theoretic models by allowing for job search by the employed. Countercyclical job reallocation
and procyclical labour turnover are in this context accommodate by large and strongly pro-

cyclical job-to-job movements.
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1.4.2  Methodology

Standard business cycle analysis consider job turnover as the result of aggregate shocks. They
model employment fluctuation in an aggregate fashion and abstract from sectoral and
especially establishment-level heterogeneity. Moreover, they not take into account frictions
associated with allocative shocks and resources reallocation process. But, in the reality,
fluctuations in job reallocation among firms due to allocative shocks are intimately tied to
aggregate variations at business cycle frequency (Davis and Haltiwanger, 1990). Allocative
shifts are the result of variation in tastes and incomes, leading to change in demand for
specific goods or change in competition and technology, subsequent for example to trade
liberalisation. All these changes influence the domestic reallocation of employment across
different firms within an industry as well as across different industries.

In their paper, Davis and Haltiwanger (1990) provide an interesting methodology to measure
job creation and job destruction as well as a theoretical model to capture the impact of
allocative and aggregate shocks. They measure gross job creation (POS) as the sum of the
new places available trough expansion of existing firms and creation of new establishments
within the sector. Similar, they quantify gross job destruction (NEG) by adding up
employment losses over shrinking and dying establishments within a sector. They express

these measures as rates by dividing for the sector size:
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They measure the establishment size as the average of firm employment at time t and t-1.

Sector size is defined analogously. They g. define as the change in establishment
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employment from t-1 to t, divided by the measure of establishment size. This growth rate
measure is symmetric around zero, and it lies in the interval [-2,2] with deaths (births)
corresponding to the left (right) endpoint. This growth rate measure has become standard in
work on labour market flows, because it offers important advantages relative to log changes
and growth rates calculated on initial employment. In particular, it yields measures that are
symmetric about zero and bounded, affording an integrated treatments of births, deaths and
continuing employers. It also lends itself to consistent aggregation, and it is identical to log
changes up to a second-order Taylor Series expansion. See Tornqvist, Vartia and Vartia
(1985) and the appendix to Davis, Haltiwanger and Schuh (1996) for additional discussion.
Two remarks are helpful at this point. First, POSy and NEGy; reflect the reallocation of
employment positions of jobs, and not the reallocation of workers. Second, since they observe
only plant-level employment, they cannot determine whether a given level of employment in
two different periods for the same plant represents the same or different employment position.
This observation and the point-in-time nature of the employment data imply that POS and
NEGg; represent lower bounds on gross job creation and destruction.

The difference between POS,; and NEGg; gives the net employment change (NET). Instead, by
adding up POS;; and NEGg, they get SUMy;, a measure of the gross job reallocation rate in
sector s between t-1 and t. XSUM; represents the gross change from t-1 to t in the number of
employment positions at establishments. It’s possible to relate this measure to worker
turnover. Indeed, X SUMjg; represents an upper bound on the number of workers who change
jobs (or labour force status) in direct response to employment change at establishment-level.
To obtain a lower bound, they eliminate the possibility of double-counting job losers who
move directly to new jobs at expanding establishments in the same sector. X¢MAXj is
defined as XMax{POS, NEGy} and it represents a lower bound on the number of workers
who change jobs in direct response to job reallocation in sector s. Anyway, worker
reallocation associated with job reallocation is itself a lower bound on total worker
reallocation. Indeed, worker reallocation reflects also lifecycle turnover, job satisfaction, and
match quality effects. The remarkable basic facts that emerge by applying these indexes are
reported below.

Blanchard and Diamond (1990) slightly modify the job creation and job destruction indexes
introduced by Davis and Haltiwanger (1990) to include the fact that firms may not be able to
find workers to fill newly created jobs. To roughly adjust for this phenomenon, they add the
change in the vacancy rate, v, to POS, assuming the vacancy rate in manufacturing moves

with the aggregate.
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Blanchard and Diamond (1990) construct another set of series of job creation and destruction
using the manufacturing flows. The manufacturing flows into and out of employment differ
from the true job creation and destruction in that the outward flows includes quits not
associated with job destruction, and the inward flow includes replacement of those quits.
From the 1975 Department of Labour survey of job-seeking methods, they obtain a rough
estimate of the “quits not replaced” at a particular point of time, namely 1973. These data
suggest a lower bound of about 10%. Given this lower bound, they assume that 85% of quits
are replaced, and construct two series for manufacturing job creation and destruction:
MJCOhOrd0.85¢00v
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Where h, r, q, and 1 refer to hire, rehire, quit, and layoff rates respectively.

Blanchard and diamond (1990), using the Davis and Haltiwanger’s data set and some data on
employment flows find that movements in employment appear to be associated with much
larger fluctuation in job destruction than in job creation. Recessions are associated with large
increase in job destruction and only small decreases in job creation. To explain the observed
asymmetry, Blanchard and Diamond (1990) suggest different options. First of all they impute
this pattern to change in efficiencies, over time and across firms, in producing the same goods
and from change in tastes and incomes, leading to temporary or permanent changes in the
demand for specific goods. Another source could be technological change, which makes jobs
in old plants more vulnerable. But evidence suggests that it’s not a valid explanation. Indeed,
older plants have higher marginal costs but much costs of established plants are sunk. It
means that entry should be more affected then exit. Moreover, if plants do not modernise,
they can survive for some time, especially in expanding periods, and restructuring do to
technological obsolescence could be delayed until downturns. Therefore, Blanchard and
Diamond (1990) conclude that turnover is not simply a mechanical response to change in taste
and technology. Firms in fact have to choose whether and when introduce new technologies
or phase out obsolete ones, as well as whether and when hire or lay off workers. Thus the
most reliable line of explanation for the asymmetry is that the timing of job destruction is
endogenous and concentrated in recessions. In other word, recessions are times of “cleaning-
up” in which creative destruction process occurs.

From the methodological point of view, another interesting feature of the Davis and

Haltiwanger’s paper (1990) is the decomposition of gross job reallocation into idiosyncratic,
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sectoral, and aggregate components. They operate this decomposition in order to understand
what factors drive the countercyclical time variation in gross job reallocation. The

decomposition is based on the linear model for establishment-level growth rates:
get D g:;T D gst D gt
Where g; is the aggregate growth rate gy is the sector growth rate, and g’ is the residual

idiosyncratic component of the establishment growth rate. According to equation (1), each
establishment’s growth rate at 7 is the sum of an aggregate-time effect, a sectoral-time effect,
and a time-varying indiosyncratic effect. Prevailing views of the business cycle stress the role
of aggregate disturbances as the driving forces of establishment-level growth rates. The
simplest version of this view implies that all time variation in gross job creation, destruction,
and reallocation is driven by time-variation in the aggregate-time effects (g;). A less simplistic
characterisation of this view would recognise perennial differences in the timing and
magnitude of sectoral responses to aggregate disturbances (see Abraham and Katz (1986),
quoted in Davis and Haltiwanger (1990)). In contrast to these approaches , the methodology
adopted by Davis and Haltiwanger aims to measure the relative importance of all these
elements to time variation in gross job creation, job destruction, and reallocation. A further
step is to determine the nature of the covariation between the components. For example, they
compute gross job creation, destruction, and reallocation rates adjusted for the aggregate-time

and the sector-time effects:
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The time-series movements in these adjusted measures reflect only the contributions of the
idiosyncratic effects. From an economic point of view, SUM *"'measures the gross rate of

change in employment positions at firms-level due to idiosyncratic establishment-level

employment behaviour.
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To capture the relative incidence of an aggregate-time effect, a sectoral-time effect, and a
time-varying idiosyncratic effect to time variation in gross job creation, job destruction, and

reallocation, Davis and Haltiwanger operate another decomposition:

SUM, 0 SOMS™ 0 .SUM, 0 SOM?" |

Which imply the variance decomposition for gross job reallocation:

Var(SUM.,,) 0 Var(SOM®™) 0Varlsum, 0 sOM*" [0 2cov(sOMST,SUM, 0 SOMST

If the distribution over the idiosyncratic component (2> ) is time invariant as predicted by the

business cycle approach, then the ratio of Var(SUM®) to Var(SUM,) equals zero.
Conversely, a large value of this ratio indicates that time variation in the cross-sectoral
variance of g>" accounts for much of the time variation in job reallocation. They similarly

decompose the variance of gross job creation and destruction rates. Variance ratio provide
information on the relative contribution of aggregate and idiosyncratic effects to time
variation in job creation and destruction. The covariate terms indicate whether the
idiosyncratic effects reinforce or counteract the aggregate and sectoral effects in the terms of
contributions to time variation in gross job creation and destruction.

Lilien (1982a) propose a different way to measure of sectoral shifts:

1/2
0" E 0
0.0 DDﬂﬂDlnE” 00InE, [P
DiDl E[ D

Where N equal the number of sectors, Ej represents employment in sector I in period t, and E;
represents aggregate period t employment. This measure captures the dispersion of
employment growth rates across industries and it’s thus analogous to David and
Haltiwanger’s SUM measure. As David and Haltiwanger (1990), Lilien finds a positive
relationship between the job reallocation (//,) and the aggregate unemployment rate. On the
base f these results, he concludes that allocative shocks that shifted labour demand from some
sectors to others might have been responsible for a substantial fraction of cyclical variation in
U.S. unemployment during the post-war period. Abraham and Katz (1986) criticized this
interpretation of Lilien’s results, arguing that he doesn’t consider that part of the positive
association between [/, and unemployment rate could be due to aggregate shocks. Following
this critique, Lilien (1982b) proposes an expression for employment growth rate in sector I
adjusted for the aggregate-time effects:

UnkE, 00,00,t004, 00,
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Where E represents employment, t is the time trend, A is a vector of aggregate demand

variable, /. is a first-order autoregressive error term. The measure of the gross rate of change

in employment positions adjusted for the aggregate-time effects is given by:

1/2

E, 0
) DDD HVED

g £ 0V D
Where s equals the estimated innovation in the error term /, and v is the estimated variance of
the £,’s. This /7, measure can be seen as the analogous of SUM in Davis and Haltiwanger
(1990). Similar to Davis and Haltiwanger (1990), they find that 77, is positively associated to

the unemployment rate and a negatively related to the aggregate shocks (measured by the
help-wanted index, Abraham and Katz (1985)).
Boeri (1996) in a cross-country study, define job turnover in the following way:

D |xit 0 xitDl|
JT,(E) U e
D xitDl

iOE

Where E represents the arbitrary set of establishments and x;; is the number of employees in
any firm i at time ¢ In this expression, employees in exiting units are counted in both the
numerator and the denominator, while employees in units created between t-1 and t are
included only in the numerator.
Net employment growth is expressed as:
D Dxit 0 xitDlD

NET,(E)0£E

[x0

i0OE
Boeri (1994) expresses job turnover as a weighted sum of deviations of establish growth rates

from zero.

JT, 0 (g)s,

i0E
Where g;; and s;j; denote the employment growth rate and the employment share of firm i.
Dunne, Roberts and Samuelson (1989) classify each plant according to whether it first
appears in period t+1, a birth, appears in period t but not in t+1, a closing, or continues in
operation from period t to t+1. On the base of this classification, they define employment
totals for plant in each of these groups as (Dunne, Roberts and Samuelson (1989)):

B(t+1) = the number of employees in period t+1 in all plants that first appear in period

t+1;
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E(t), E(t+1) = the number of employees in periods t and t+1, respectively, in all plants that
expand

employments or do not change employment between the two periods,

E(t+1)>E(t);
C(t), C(t+1) = the number of employees in periods t and t+1, respectively, in all plants that
contract

employment the two periods, E(t+1)<E(t);

D(t) = the number of employees in period t in all plants that were in operation in

period t but

were not present in period t+1.
They measure the level of employment in each of the two periods, L(t) and L(t+1), as:
L(t)= E(t) + C(t) + D(t),
L(t+1) = E(t+1) + C(t+1) + D(t+1).
The net change in employment between the two periods could be decomposed in the four
gross flow components:
OL(t) = L(t+1) — L(t) = B(t+1) + OE(t) + OC(t) — D(t),
Where,
OE(t) = E(t+1) — E(t) >0
OC(t)=C(t+1)—-C(t) <0
The four component in the net change in employment are the gross employment flows
resulting from plant births B(t+1), expansions [JE(t), contractions [JC(t), and closing D(t). The
net change in employment is thus the employment in new plants plus additional employment
in expanding plants minus the employment loss in plants that contract or close. In the
empirical analysis, they will express these measures as proportions of beginning-period
employment.
By combining these measures, they get the net employment effect of change in the number of
plants:
B(t+1) — D(t);
The net effect of changes in the size of continuing plants:
OE(t) + OC(t);
The total job gains:
B(t+1) + DE(t);
And the total job losses:
- OC(t) + D(t).
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Finally, they define the total job turnover in employment in the manufacturing sector between

t and t+1 as the sum of the absolute value of the four gross flow components:
T,(1) 0B OD|D|DE®|0|0C@)|0|D@)|

As Dunne, Roberts and Samuelson (1989) explain, “In each time period a fraction of total
employment turnover results from the net expansion or contraction of the manufacturing
sector. The lower bound on Ty(t) in each time period is then the absolute value of the net
change in manufacturing employment in the period. Turnover that exceeds this lower bound
arises from shifts of employment across different manufacturing plants. This excess turnover
can be disaggregated into two components: employment shifts among plants with similar
characteristics such as industry, region, or cohort, and employment shifts across groups of
plants with different characteristics. In order to measure these components of employment
turnover, all plants with the same characteristics j are assigned to a data cell. Total
employment turnover within each cell, Tj(t) and the net change in employment within each
cell, UT;(t), can be measured from the four gross flow components within the cell. Total
employment turnover Ty(t) equals the sum of the within-cell turnover Tj(t) across all cells.

This allows total turnover to be written as the sum of three components:

T (t) O|OL(r)| O [0 0L, ()| D]OL@)1 0 017, 0L, ()]

The first term of this expression is the component of turnover which arises from the net

expansion or contraction of the manufacturing sector. The second term [[ ] ‘DLJ. (t)‘ 0 |DL(t)|]
j

is the turnover resulting from shifts of employment across cells with different characteristics
minus the turnover resulting from the net change in manufacturing employment. Equivalently,
it is the total turnover in industry-level employment in exceed of the total level of

employment change. This component will be referred as across-cell employment turnover.

The final component []|[T i (t)D‘DL j(t)‘] is the within-cell employment turnover. It is
J

composed of the employment turnover in excess of net change among all plants with the same
characteristics. This excess turnover is then summed over all characteristics or data cells. One
interpretation of this turnover decomposition is that the component due to the net change in
manufacturing employment captures structural shifts in and out the manufacturing sector. The
across-cell component captures structural shifts across industries or regions within
manufacturing, and the within-cell component captures frictional turnover. The difficulty with

this, as with any attempt to define frictional versus structural shifts, is the sensitivity of the
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findings to the list of characteristics that are assumed to be structural. A final consideration is

needed. While both to total employment turnover Ty(t) and the net change component of the

turnover decomposition (|DL(t)

), are unaffected by the definition of the data cells, the across-

cell and within-cell turnover components will vary with the cell characteristics. As the cells
become more disaggregated, for example by allowing cell j to refer to an industry in a region
rather than simply to an industry, the within cell turnover component will fall relative to the
across-cell component” (Dunne, Roberts and Samuelson (1989)).

A similar decomposition is proposed also by Davis and Haltiwanger (1992). They express

excess job reallocation as follow:

EXCESS O [ | sum_ O|[ ] net,

Then they decompose excess job reallocation into two components. One component
represents the contribution of reshuffling employment among sectors, and the other
component represents the contribution of excess job reallocation within sectors. The

component of excess job reallocation due to between-sector employment shifts is given by:

[ | net,

BETWEEN O []|net,|O

The component due to excess job reallocation within sectors is given by:

WITHIN O [ ] sum_ O|[ ] net,

Where SUM is a measure of the gross job reallocation rate in sector s between t-1 and t and
NET is a measure of net employment change (Job Creation (POS ) — Job Destruction (NEQG))
in sector s at time t.

1.4.2. The empirical evidence

Many empirical analysis have been done in the last decades to better understand the dynamics
inside the labour market. They are mainly focused on developed countries owing to the lack
of time-series data for developing countries. There is a wide heterogeneity of analysis and
results. Each work differs from the other on the base of the data, the time-period and the
methodology adopted. Anyway, they highlight a basic facts: gross rather net employment
changes are of primary importance in analyzing fluctuations in labour market. Indeed,
economies exhibit high rates of job reallocation, both high levels of job gains and job losses.
An interesting survey of the available evidence for the 1980s is provided by Dunne, Roberts

and Samuelson (1989). They report that:
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“Armington and Odle (1982, quoted in Dunne et.al. (1989)) report U.S. net employment
growth of 8.7% between 1978 and 1980. This net growth is the sum of a 21.8%employment
increase through new job creation and a 13.1% employment decline through the loss of
existing jobs. Using comprehensive data for the state of Wisconsin from 1977 to 1982,
Leonard (1987, quoted in Dunne et.al. (1989)) reports that the measured 2.8% net
employment growth represents a 13.8% expansion in employment opportunities and a 11%
loss in existing jobs. Birch (1981, quoted in Dunne et.al. (1989)) reports U.S. gains, loss, and
net change of 10.4%, 8.1%, and 2.3% between 1969 and 1972. The corresponding figures for
1972-74 are 10.9%, 7.2%, and 3.7% and for 1974-76 are 11.2%, 9.2%, and 2%. Using
Canadian data, Baldwin and Gorecki (1987, quoted in Dunne at.al (1989)) report a net change
of 9.9% between 1978 and 1984, which is composed of a 37.9% gain and 28.1% loss in
employment. Jacobson (1986, quoted in Dunne at.al (1989)) finds that, on aveage, over the
1975-85 period, the annual rate of increase in employment for the non-agricultural sector in
Pennsylvania was 13.1%. This is combined with an average annual rate of employment loss
of 12.4% to provide a net change of 0.7% per year.” (Davis et.al (1989))

Davis and Haltiwanger (1990) rely on a very rich longitudinal data set with approximately
860,000 annual observations and 3.4 million quarterly observations on 16,000 different
manufacturing establishments. Data are from the Annual Survey of Manufactures between
1972 and 1986. In the first section of their paper the authors document the magnitude and
time-series behaviour of gross job creation, destruction and reallocation, on the base of the
indexes presented above. Based on annual employment change at firm level, they calculate
that the average manufacturing’s rates of gross job creation and destruction are 9.2% and
11.3% respectively. The quarterly rates of job creation and destruction are 5.37% and 5.62%
on a quarterly basis. The large magnitude of gross job creation and destruction has been
documented before at high and low frequencies by Leonard (1987) and Dunne, Roberts and
Samuelson (1989), respectively. Moreover the negative relationship’ between gross job
creation and destruction both at annual and quarterly data reflects the overall leftward shifts in
the establishment growth-rate density during economic downturns.

While these studies find that gross employment flows are quite large, this doesn’t imply that
employment is unstable. Davis and Haltiwanger (1990) investigate the persistence in job
creation and job destruction. For this proposal, they create two new variables: FPOS, equal

the fraction of newly created jobs at time t that continue to exist through periods t+1, t+2, ...,

? It is computer using the Pearson Correlation.
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t+n and FNEG, analogously defined. They find that most of the annual job creation and
destruction and much of the quarterly creation and destruction represents persistent
employment change at the firm-level. For example, 75% of the jobs created between March
1975 and March 1976 still existed in March 1977, and 79% of the jobs lost in the 1975-76
interval were still lost in March 1977. The average one-year persistence rates for annual job
creation and destruction are 68% and 81%, respectively. For Italy (Turin region,
manufacturing sector), Violante and Prat (1992) using a similar methodology to that of Davis
and Haltiwanger (1992) calculate that the persistence rate after four years for jobs created was
37 per cent while the persistence rate for job losses was 68 per cent. The evidence of pattern
of plant turnover by cohort presented in the Dunne et.al paper (1989) indicates that much of
the job loss in employment in each time period results from the exit of relative young plants,
with a smaller degree of employment loss from older plant cohorts. Indeed, approximately
one-third of the position created by new plants are lost through closings within 5 years. From
the author’s point of view, this may indicate that much of the employment turnover that
occurs may be generated by plants that enter, live a relatively short life, and are then replaced
by a new group of plants, many of which will quickly exit. This would result in number of
long-duration employment opportunities coexisting with a fringe of more volatile, short-

duration opportunities.

However, gross job creation and destruction are distributed over establishments that
experience a range of expansion and contraction rates. Indeed, many works explore the
importance of establishment births and deaths in the process of job creation and destruction.
To characterise this shape of distribution, Davis and Haltiwanger (1990) partition gross job
creation into three intervals: births, large continuing expanders, and other continuing
expanders. Similarly, they partition gross job destruction into three intervals: deaths, large
continuing contractors, and other continuing contractors. The results show that firms deaths
account for 25% of annual gross destruction over the sample period, while firms births
account for 20% of annual gross job creation. Moreover, taking the 1975 as an example, they
find that large continuing expanding establishments by themselves account for a 2.1% gross
job creation rate. Similarly, in 1975, large contracting establishments accounted for a 6%
gross job destruction rate. Anyway, employment change at firm level exhibit considerable
discreteness. Boeri and Cramer (1990) find that in Germany, for the period 1977-1990, entry
is positively correlated with the longer-term trend in net employment growth whereas the

expansion of existing firms is more correlated with deviations from that trend or the cyclical

41



component of the change in net employment. They conclude that establishment entry is the
driving force behind trend growth. Baldwin and Gorecki (1990), looking at industry growth
patterns, arrive at a similar conclusions. A comparison of entry and exit rates to long term
trends across industries reveals that entry rates, and exit rates relatively less so, are sensitive
to differential employment growth rates. The employment effects of expansion and
contraction of existing enterprises is more volatile in the short run than entry and exit. It is
evident that many firms which expand during one period may suffer losses in a subsequent
period. This suggests that expansion and contraction are more related to cyclical fluctuations,
while entry rates are the main means by which differential trends in the growth of industries
come to be realized. Dunne et. al. (1989) find that between 1977 and 1982 total
manufacturing employment declined by 3.8% in United States. This net change is composed
of an increase in employment due to new plant openings of 17.6%, an increase due to
expansion of existing plants of 11.7%, and reductions of 15.7% and 17.7% due to plant
contractions and closings. They conclude that net change in aggregate manufacturing
employment is almost exclusively determined by employment change in continuing plants.
Robson, Gallagher and Kerr (1993, quoted in Grey (1995)) find that birth rates vary across
regions while closure rates do not. Changes in entry rates are important in explaining the
adjustment of industries or regions from an aggregate perspective. This suggests that increases
(decreases) in the entry rate are a strong indicator of improved (diminished) economic
performance over the longer term. By contrast, for the U.S., Kirchhoff and Phillips (1991),
quoted in Grey (1995)) find evidence that the net entry rate (openings less closures) of small
firms is counter-cyclical, due to variations in opening and closure rates but variation in
closure rates has the most impact. Net entry and net employment creation of large firms
account for a disproportionate share of employment growth in the later stages of expansion.
This pro-cyclical pattern could reflect the reorganisation of establishments owned by large
firms during the late 1980s, which might be viewed as an unusual event.

Davis and Haltiwanger (1992) analyse the cyclical pattern of job creation, destruction, and
reallocation. Results show that job creation is strongly pro-cyclical and job destruction is
strongly countercyclical as expected. However, job destruction increases by more and job
creation decreases by less during net contraction'’, as a result, gross job reallocation exhibits
significant countercyclical time variation. Indeed, the time series correlation between the net

job growth (NETy,), used as an indicator of cyclical activity, and the job reallocation (SUMjy;)

1 Similar results were found by Blanchard and Diamond (1990)
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for annual changes equals -0.57 and for quarterly changes is -0.51. The results evidence also a
positive correlation between individual industry and overall manufacturing employment net
growth. This correlation pattern is consistent with the positive cross-industry co-movements
typically found in the literature (e.g., Cooper and Haltiwanger (1990), quoted in Davis and
Haltiwanger (1990)). On the contrary, they observe also large magnitudes of job creation and
job destruction within sectors. Combining these results, they document a positive co-
movements across industries and a simultaneous negative co-movement within industries. It
means that during aggregate downturns employment declines in all industries, while gross job
reallocation rises within industries. Davis and Haltiwanger suggest that this pattern may be
linked to the recent idea in the macro-externalities literature that cross-sector interactions
exhibit complementarities, while within-sector interactions exhibit substitutability (see, e.g.,
Cooper and Haltiwanger (1989), quoted in Davis and Haltiwanger (1990)).

Others have reached similar conclusions. For Italy, Contini and Revelli (1992, quoted in Grey
(1995)) find that turnover appears to be counter cyclical. Violante and Prat (1992, quoted in
Grey (1995)) show a weakly significant correlation at the aggregate level but a more strongly
significant relationship for manufacturing alone (Turin region) 1978-1989. For Canada,
Baldwin and Gorecki (1990) find evidence of counter-cyclical movements in manufacturing
during the period 1970-1981. Baldwin, Dunne and Haltiwanger (1998) find a negative
correlation between turnover and net employment growth for Canada but not the U.S.
Konings (1993, quoted in Grey (1995)) document a negative correlation for a sample of large
firms in the manufacturing sector in the United Kingdom. Using the same methodology of
Davis and Haltiwanger (1990), Baldwin, Dunne and Haltiwanger (1998) find that in Canada
and in the United States job creation and job destruction are inversely correlated, job
destruction is more volatile that job creation, and job reallocation is countercyclical. However,
each of these properties is more pronounced in the United States.

By contrast, for Italy for the period 1984-1989, Gavosto and Sestito (1992, quoted in Grey
(1995)) find that turnover in manufacturing was positively correlated to the business cycle.
Their empirical work is based on regression analysis, where turnover is measured in terms of
deviations from its mean time trend and the rate of change in manufacturing production in
terms of deviations from its time trend used as a proxy for demand (cyclical fluctuations).
Boeri (1996) in a cross-country study did not find a strong relationship between turnover and
net employment growth for 7 OECD countries. He highlights that the countercyclical
behaviour of job reallocation characterize only the U.S. labour market. In fact, the Spearman-

rank correlation coefficient between the gross and net flows is either positive or statistically
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insignificant for all countries but United States. The countercyclical pattern is confirmed also
by using the Person correlation coefficient. Moreover, he finds that U.S. are the one of the
countries with the lowest magnitude and largest time-series variation of job reallocation rate.
Anyway, comparisons of this kind are problematic given the differences in the data sources,

in the time period considered and in the cyclical conditions in the countries.

In order to understand what factors drive the countercyclical time variation in gross job
reallocation, Davis and Haltiwanger decompose the gross job reallocation into idiosyncratic,
sectoral, and aggregate components. The description of this decomposition is reported above.
The results of applying this methodology on the U.S. data set are striking and consistent. A
large part of time variation in gross job reallocation is accounted for by time variation in the
idiosyncratic component. Aggregate-time effect and sector-time effects account for a small
fraction of time variation in gross job reallocation. Furthermore, the idiosyncratic contribution
to the gross job reallocation rate exhibits a strong pattern of countercyclical movements with
respect to own-sector and total manufacturing net employment growth rates. Therefore, the
results are not conform to the standard business cycle approach.

Davis and Haltiwanger (1990) investigate the dynamics of job creation and destruction in
terms of their response to aggregate and allocative innovations. They closely follow the
methodology developed by Blanchard and Diamonds (1989) to analyse the unemployment
and vacancy dynamics. “In particular, we estimate the joint dynamics of job creation and
destruction and use [our model assumptions] to generate a set of identifying restrictions and
recover innovations to the underlying allocative and aggregate shocks. We then trace out the
dynamic effects of these innovations to evaluate their contributions to movements in job
creation and destruction. Our main finding is the large contribution that allocative shocks
make to movements in job creation and destruction over short- medium, and long-forecast
horizons. Further, the implied contributions of allocative shocks to movements in
manufacturing employment growth is large over medium- and long-forecast horizons. These
results contrast sharply with Blanchard’s and Diamond’s conclusion (1989, reported below)
that allocative shocks play a small role in the dynamics of unemployment and vacancies over
short and medium horizons.” (Davis and Haltiwanger (1990)).

Finally, they examine the time-series relationship between the intensity of shifts in the pattern
of employment opportunities and aggregate unemployment using a simple regression model.

Their basic measure of job reallocation in the regression analysis is the idiosyncratic
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component of job reallocation (Sl7M T). One set of alternative measures they consider

involves a decomposition of the idiosyncratic components of job gross reallocation into the

part associated with allocative shocks (in particular, movements in oil price growth rates,

SUM°" ) and the part associated with unobserved allocative shocks and\or reallocation

timing effect (SUM -SUM"). The second decomposition is based on the VAR model

described above. Using the decomposition of the moving average representation of job
creation and destruction implied by the estimated VAR and the benchmark identifying

assumptions, they construct the job reallocation series generated by allocative shocks,

SUM™™ | and the job reallocation series generated by aggregate shocks, SUM“°°. Using

quarterly data for these various measures, they find a strong positive effect of job reallocation
on unemployment in all specification they consider. Their results indicate that allocative
disturbances have a statistically significant effect on unemployment both directly and through
reallocation timing channels, but the two alternative specifications suggest that the direct
contribution of allocative disturbances to unemployment movements is small.

The empirical evidence provided by Blanchard and Diamond (1989) is in sharp contrast with
these results. Using data on labour market stock data (for unemployment, labour force and
vacancies'') for the whole U.S. economy from 1952 to 1988, the author decompose the
history of joint movements in the unemployment and the vacancy rate, the Beveridge curve,
into movements due to aggregate activity, reallocation, and labour supply shocks. Looking at
those movements on a monthly basis, they find that aggregate activity shocks dominate, with
effects similar to those characterised in the model. Except al low frequencies, reallocation and
labour force shocks contribute little to the fluctuations in the unemployment or the vacancy
rate. Abraham, in the comments to the Davis and Haltiwanger (1990) paper, indicate the
diversity in data type used for the empirical analysis as the major determinant of the gap
between the two papers. In fact, while Blanchard and Diamond (1989) use data on labour
market stock, Davis and Haltiwanger use data on labour market flows.

The impressive magnitude of job reallocation and its bearing on worker reallocation put in
evidence by Davis and Haltiwanger (1990) lead the authors to inquire into the sources of
heterogeneity in employment change at firm level. In a subsequent paper, Davis and
Haltiwanger (1992) document strong relationships between the intensity of job reallocation

and observable plant characteristics like age, size, and ownership type. They first analyse two

" Vacancies are proxied by an adjusted help-wanted index (Abraham and Katz, 1986).
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main theories of plant-level heterogeneity and dynamics to identify potential driving forces of
simultaneous job creation and destruction. However, either the sectoral shocks theories or the
theories that stress the selection effects associated with passive learning about initial
conditions are unable to this phenomenon.

One of these theories stress the selection effects associated with passive learning about initial
conditions'”. They develop a procedure for estimating the fraction of total job reallocation
accounted for by this source of heterogeneity in plant-level employment dynamics. They find
that passive learning about initial conditions account for only 11-13% of observed levels of
job reallocation. Results more favourable to this theory are found at plant-level: the learning
about initial conditions accounts for roughly one third to one half of the differences in job
reallocation rates across groups of plants defined in terms of industry, size, region, and
ownership type.

On the other side, theories of vintage view plants as relatively homogeneous within age
groups. These perspectives suggest that high rates of job reallocation are the natural
consequence of sector-specific shocks, where sector are defined not only in terms of industry
but also in term of size, region and age. To evaluate this explanation, Davis and Haltiwanger
(1992) compute the fraction of excess job reallocation accounted for by between-sector
employment shift. They find that none of the excess job reallocation in the U.S manufacturing
is accounted for by employment shifts among sectors, however defined. In particular, they
find that inter-industry shifts (defined at the SIC two-digit level) account for only 1.5 per cent
of excess job reallocation. Even when industries were defined more finely (450 groups) they
were still only able to explain 12 per cent of excess job reallocation. They argue that excess
job reallocation is fundamentally a phenomenon related to plant-level heterogeniry in labour
demand. Using a different methodology (see section 1.4.2), Dunne, Roberts and Samuelson
(1989) find that for the periods 1972-1977 and 1977-1982, inter-industry shifts accounted for
only 7.5 per cent of excess job reallocation, while intra-industry movements accounted for
92.5 per cent. For Germany, Boeri and Cramer (1992) established that variance across
industry sectors (81 groups) accounted for less than 0.5 % of total variance in establishment
growth rates. Variance across a much smaller number of size classes accounted for 5-6 % of
total variance. For Italy (Turin region, manufacturing), Violante and Prat (1992) using a

similar methodology to that of Davis and Haltiwanger (1992), found that shifts among groups

2 For a theoretical benchmark see Javonovic (1982, quoted in Davis and Haltiwanger (1992)) and for empirical
analysis on this theory see Evan (1987, quoted in Davis and Haltiwanger (1992); Hall (1987), quoted in Davis
and Haltiwanger (1992) and Dunne, Roberts and Samuelson (1989, quoted in Davis and Haltiwanger (1992)).
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defined by age, size and three-digit industrial groups accounted for 60 per cent of excess job
reallocation. They believe that the measure used by Davis and Haltiwanger (1992) may
seriously underestimate the importance of inter-sectoral shifts. Analysis of variance revealed
that inter-sectoral shifts explained 70 per cent of gross job turnover, size and age being the
main factors. In general, therefore, turnover is associated with changes in the age size
structure of establishments and only slightly affected by changes in the industry employment
mix.

From these studies we can infer that most turnover is the result of displacement of labour

within industries rather than across them.

As a result of the inability of both theories to account for the observed asymmetry, they
conclude that “any successful explanation for the magnitude of job reallocation must also
explain why simultaneously high rates of job creation and destruction occur among mature

plants in narrowly defined sectors of the economy.”

On the base of these results, several empirical exercises have been carried out investigate the
countercyclical nature of the fluctuations in job reallocation rates at firm-level. Davis and
Haltiwanger (1992) establish two important results. First, the countercyclical behaviour of job
reallocation reflects time variation in the magnitude of idiosyncratic plant-level employment
movements, not sectoral differences in the mean employment responses to aggregate
disturbances. Second, patterns of time variation in job reallocation intensity differ sharply by
plant age, size, and ownership type. In particular, job reallocation rates among young (0-9
years), small (1-249 employees), and single-unit plant exhibit no systematic relationship to
the cycle. Job reallocation rates among older, larger, and multi-unit plants exhibit pronounced
countercyclical variation. Davis and Haltiwanger (1992) conclude that cyclical movements in
the job reallocation intensity cannot be explained by standard macroeconomic theories that
specify homogeneous firms and that treat the idiosyncratic component of firm-level
employment behaviour as orthogonal to the business cycle.

Davis, Dunne, and Samuelson (1989) examine the relationship between plant turnover, plant
age, and gross employment flows. By classifying plants by the entry cohort, they find that
existing cohorts contract at approximately the same rate in any year, but they do it for
different reasons. In each year, older cohorts have lower rates of employment expansion in
existing plants, higher rate of contraction, and lower rates of failure. The probability that a job

is lost due to a plant contraction is higher for older plants. Opposite to this pattern, the
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probability that a job is lost due to a plant closing is higher for younger plants. This pattern is
present in every year and, how Davis et.al affirm, is consistent with turnover arising from a
market-selection process rather than a process in which new plants embodying new

technology replace old outdated ones.

1.5 Job Reallocation and Trade

In the previous section we provide evidence for high rates of job turnover. Among the
determinants of this pattern we can identify trade. In many empirical studies, increased
openness of economies has been put forward as one explanation for increasing gross job
reallocation in the form of new hires, recalls, quits, displacements, temporary layoffs, and
retirements. In particular, trade liberalisation will lead to labour reallocation, with jobs
moving away from import-competing industries toward export industries.

Although much of the available evidence focus on developed countries, in the last decades
some efforts have been done to analyse the pattern in developing countries. This has been
possible because new data set on developing countries have been published.

We will first provide some evidence on the link between trade and churning in developed
countries in order to understand how it works. The next step will be to provide an overview of
the different methodologies used in the empirical analysis and the results found.

Interesting evidences are reported in the small survey provided by Grey (1995). He highlights
only some basic empirical works: “For manufacturing in Canada (1970-1979), Baldwin and
Gorecki (1983, quoted in Grey (1995)) examined entry and exit of firms from industries. This
study looked at trade in combination with other variables relating to industrial structure.
Distinguishing between domestic and foreign firms, they found that the former were
significantly influenced by trade performance while the latter were much less so. Entry was
positively correlated with growth in the volume of exports and negatively correlated with
growth in the volume of imports. However, entry by plant creation responded less to growth
in exports than to growth in domestic sales lending support to the argument that export
opportunities require larger firms. Exit was lower the higher the growth in exports and was
positively correlated with growth in imports. The effect of balanced changes in trade may
have been to decrease the number of domestic firms via the effect of export and import
growth on entry and exit. Leonard and Schettkat (1991, quoted in Grey (1995)) suggest that

greater product market stability, including greater export market stability, may account for
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Effet de long terme

8. LEMPLOIS{1} -0.226916057 0.103701957 -2.18816 0.03956653
9. SOLDEVA({l} -0.048692383 0.028574980 -1.70402 0.10246249
Nombre d’observations 85 ; R’ ajusté 0,76 ; DW 2,11

5. Secteur ITC

U ASIE

Variable Coeff Std Error T-Stat Signif
KA A A AR AR A A A Ak A A Ak A AR A A A R A A R A A AR A A AR A AR A A A KA A KA A KR K A A KA A KNI A AR KA AR FAA KR FA AR I AR I AR KA AR * A K

Effet de court terme

3. DSOLDEVA 0.054340798 0.031572870 1.72112 0.10237084
4. DSOLDEVA{1l} -0.040391376 0.033734142 -1.19734 0.24670336
5. DLFBCF{3} 0.098710871 0.023104554 4.27236 0.00045835
Effet de long terme

6. LEMPLOIS{1l} -0.209167638 0.048265915 -4.33365 0.00040012
7. SOLDEVA{l} 0.002598966 0.027802585 1.93480 0.09255546
8. LFBCF{1l} -0.027639118 0.023173021 -1.19273 0.24846193

Nombre d’observations 85 ; R’ ajusté 0,88 ;DW 2,1

1 MEDITERRANEE

Variable Coeff Std Error T-Stat Signif

R R L

Effet de court terme

3. DSOLDEVA{1l} 0.027865646 0.083611812 0.33327 0.74132509
4. DLFBCF 0.160846837 0.030624241 5.25227 0.00000876
Effet de long terme

5. LEMPLOIS{1} -0.238860532 0.050257123 -4.75277 0.00003815
6. SOLDEVA{1l} 0.077274917 0.059455385 1.99971 0.09027562
7. LFBCF{1l} 0.133588963 0.038080705 3.50805 0.00132600

Nombre d’observations 85 ; R’ ajusté 0,77 ; DW 2,11
6. Total manufacturier

U ASIE

Variable Coeff Std Error T-Stat Signif

R R R

Effet de court terme

3. DSOLDEVA{2} 0.036627168 0.023387044 1.76613 0.09797427
Effet de long terme

4. LEMPLOIS{1} -0.111958434 0.036425024 -3.07367 0.00537217
5. SOLDEVA{1l} -0.052087648 0.023283497 -2.23711 0.03526254

Nombre d’observations 85 ; R’ ajusté 0,88 ; DW 1,88

0 MEDITERRANEE

Variable Coeff Std Error T-Stat Signif

KA A KRR A AR A A AR A A A R A A R A A A A A A AR A A A A A A R A AR A AR KA A KA A KR KA A KA AKRAA A K AA K AA KR I A A KA A KR FA AR KA KK KA K

Effet de court terme

4. DSOLDEVA{l} 0.306631464 0.098759100 3.10484 0.00422616
5. DLFBCF 0.213326336 0.051209559 4.16575 0.00025463
Effet de long terme

6. LEMPLOIS{1l} -0.186373389 0.062346301 -2.98933 0.00564753
7. SOLDEVA{l} -0.198809847 0.126611071 -1.77024 0.09720732
8. LFBCF{1l} 0.135613150 0.048018403 2.82419 0.00848423

Nombre d’observations 85 ; R’ ajusté 0,70 ; DW 2,1
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Partie 3. Dynamique de Création et de Destruction des Emplois dans
I'industrie Manufacturiére au Maroc?

Résumé

Ce papier utilise les données de 1’enquéte annuelle du Ministére du Commerce et de ’industrie
sur la période 1990-2002 dans le but d’étudier les processus de création et de destruction des
emplois dans les différentes branches de 1’industrie manufacturiére au Maroc. A I’exception des
Travaux de Robert & Tybout (1996), trés peu de travaux se sont penchés sur cette question dans
le contexte des pays en développement. La dynamique de l'emploi est souvent étudiée en
s’appuyant directement sur l'évolution net de I'emploi. Ce choix, généralement dicté par des
considérations liées a la disponibilité des données, ne permet pas de saisir une partie importante
du processus d'ajustement de 'emploi dans les entreprises manufacturiéres.

Les principales conclusions de ce travail préliminaire sont les suivantes. Sur la période 1990-
2002, la création nette de I’emploi a été assez faible avec seulement 64 000 emplois. Or ce chiffre
dissimule I’existence simultanée de mouvements de création et de destruction brutes tres élevés.
En effet, les créations brutes se sont élevées a 650 000 emplois contre 586 000 pour les
destructions.

Sur la période 1990-2002, le taux de création brut était assez stable et se chiffre a 11,8% en
moyenne avec un écart type inférieur a un point (0,7). Par contre, le taux de destruction était
relativement plus volatile avec une moyenne de 10,6% et un écart type de (1,9). Le taux de
réallocation des emplois qui cumule a la fois les mouvements de création de destruction des
emplois se situe en moyenne autour de 22,4% sur la période 1990-2002. Autrement dit, plus d'un
cinquieme des emplois offerts par les industries manufacturiéres se renouvelle annuellement.

La proportion des emplois bruts créés par les entreprises pérennes est de I'ordre de 90% contre
10% seulement par les entreprises nouvellement créées. Du coté de la destruction des emplois, ce
sont 13 aussi les entreprises pérennes qui y contribuent le plus, méme si cette contribution est
moins tranchée par rapport a celle observée au niveau des flux bruts de création. Sur la période
1990-2002, plus de 57% des emplois qui disparaissent le sont dans des entreprises pérennes
contre environ 43% dans celles qui quittent définitivement le marché.

La réallocation des emplois entre les branches s'est principalement faite au niveau du secteur
textile et cuir avec le renforcement de la branche habillement et I'effritement de la branche textile.
Trés peu de réallocations se sont produites des industries faiblement capitalistiques vers des
industries plus exigeantes en capital et en qualité de main d’ceuvre.

L'analyse de la structure de l'emploi par qualification révele d'ailleurs la grande inertie de la
dynamique industrielle. L'emploi non qualifié en 2002 continue comme en 1990 a représenter
environ 51% de l'emploi total. La proportion des ouvriers qualifiés quant a elle stagne autour de
39%. Enfin, le taux d'encadrement (technique et administratif) oscille aux alentours de 10%.

Les résultats de l'estimation économétrique montrent que la variabilité du taux brut de création

d'emploi semble étre principalement liée a I'hétérogénéité des entreprises a l'intérieur des
branches. L'effet fixe des branches s'est révélé non significatif. Ce résultat corrobore I'hypothése
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initiale de ce papier et confirme la nécessité de se baser sur les données des entreprises pour
comprendre la logique de création brute d'emploi dans les industries manufacturiéres au Maroc.

Le taux brut de création de I'emploi tend a décroitre avec 1'age de l'entreprise. Les entreprises les
plus jeunes, toutes choses étant égales par ailleurs, créent en moyenne plus d'emplois bruts
comparativement aux entreprises plus anciennes. De méme, la création brute de I'emploi est
davantage associée aux entreprises de grande taille. Ce constat qui reste robuste a l'introduction
d'autres variables n'est pas en conformité avec les régularités empiriques observées dans d'autres
travaux empiriques sur d'autres pays.

La productivité apparente du travail aurait, en moyenne, un effet négatif sur le taux brut de
création de l'emploi. Ce résultat qui pourrait paraitre paradoxal s'explique dans une large mesure
par le fait que ce sont les branches a faible productivité, notamment les activités de sous-traitance
dans l'industrie électrique et électronique mais surtout dans l'industrie d'habillement, qui ont le
plus contribué a la création brute de l'emploi au cours de la période étudiée. Toutefois, cet impact
négatif de la productivité du travail sur la création brute de I'emploi reste treés faible compte tenu
de la valeur du coefficient.

L'effet de l'orientation de l'entreprise sur le marché d'exportation ne semble pas avoir d'effet
significatif sur son niveau brut de création d'emploi. Globalement sur la période, les entreprises
fortement exportatrices ne seraient pas nécessairement plus créatrices d'emplois buts par rapport a
celles qui le sont moins ou par rapport a celles qui servent uniquement le marché local.

L'impact de l'activité de l'entreprise appréhendé par la variation de son chiffre d'affaires semble
positif et significatif. L'impact, statistiquement significatif, reste toutefois économiquement
faible.

La variable indicatrice temporelle qui permet de distinguer entre la période d'avant et celle d'aprés
1996 est statistiquement significative. Elle indique que la période récente a été marquée, toutes
choses étant égales par ailleurs, par des taux bruts de création d'emploi plus faibles.
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1. Introduction

La plupart des travaux de recherche qui étudient la dynamique de 1'emploi dans les industries
manufacturiéres se basent directement sur la variation nette de 1'emploi. Ce choix, généralement
dicté par des considérations liées a la disponibilité des données, ne permet pas de saisir une partie
importante du processus d'ajustement des effectifs employés dans les entreprises. En effet, la
variation nette de I'emploi entre une période et une autre résulte de flux substantiels de création et
de destruction de I'emploi.

Le propos du présent papier est double. Il vise dans un premier temps a examiner empiriquement
le profil des flux bruts de création et de destructions des emplois dans l'industrie manufacturiére
au Maroc au cours de la période 1990-2002. 11 s'agit en particulier de quantifier 'ampleur de la
réallocation d'emploi aussi bien au niveau de I'ensemble de l'industrie manufacturiére que par
catégorie spécifique d'entreprises. Dans un second temps, ce papier tente d'identifier les facteurs
susceptibles d'expliquer les niveaux de réallocation d'emplois observés. Un modele
économétrique a été proposé et des tests de signification ont été effectués sur des variables telles
que la branche d'activité de l'entreprise, sa taille, sa propension a exporter, ou encore la
participation du capital étranger dans son capital. Les résultats montrent que les entreprises
manifestent une hétérogénéité significative dans leurs comportements de création et de
destruction des entreprises. L’essentiel de la réallocation de ’emploi ne se fait pas entre les
industries mais entre les entreprises.

2. Revue de la littérature

Plusieurs travaux de recherche ont mis en exergue I’importance de I’hétérogénéité des
comportements des entreprises en matiére de création et de destruction de I’emploi. Cette
hétérogénéité génere des mouvements simultanés de création et de destructions d’emploi qui ne
peuvent étre expliqués ni par des chocs sectoriels spécifiques ni par la nature du cycle
conjoncturel.

Théoriquement, les flux de création et de destruction des emplois par les entreprises
manufacturi¢res reflétent les ajustements de ces entreprises par rapport a plusieurs facteurs. Ils
peuvent résulter des fluctuations de I’activité mesurée par les ventes sur le marché local ou sur les
marchés d’exportation. Ils peuvent également traduire des évolutions technologiques avec un
passage des industries fortement basées sur la main d’ceuvre vers des productions plus
différenciées et plus intensives en capital. Ces flux peuvent aussi reflétés une intensification de la
concurrence sur le marché qui conduit les entreprises les moins productives a quitter le marché
ou du moins & réduire leurs effectifs et a I’émergence d’entreprises plus performantes qui
contribuent a la création de nouveaux emplois.

Robert & Tybout (1996) observent des taux de création des emplois qui varient entre 13 et 19%
et des taux de destruction qui oscillent entre 12 et 14% de I’emploi manufacturier en Chili,
Colombie et au Maroc. Ces taux sont trés similaires dans les pays en dépit des différences
significatives de leurs conditions macro-économiques. Ces taux sont relativement plus élevés que
ceux observés dans des pays industrialisés comme les Etats Unis (Davis & Haltiwanger 1992,
1992), le Canada (Baldwin, Dunne & Haltiwanger 1998) ou en Grande Bretagne (Blanchflower
& Burgess 1996*). Deux arguments peuvent justifier la plus forte volatilité de la réallocation de
I’emploi dans les pays en développement. Le premier est en rapport avec la nature de leur tissu

35 Par contre, les chiffres de Robert & Tybout sont comparable & ceux trouvés dans le cas de la France par Duhautois
(2002), et Crépon & Duhautois (2003).
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industriel dominé davantage par des industries faiblement capitalistiques qui n’engendrent pas de
«colts irréversibles® »

L’objectif de ce papier est de contribuer a cette littérature sur la réallocation de 1’emploi
dans les industries manufacturiéres au Maroc au cours de la période 1990-2002. Cette
période constitue un phase cruciale dans le développement économique du Maroc. Elle a
été marquée par une ouverture graduelle et croissante de 1'économie marocaine sur le
marché international. Plusieurs événements majeurs ont caractérisé cette période. Il s'agit
de 1'adoption de la loi sur le commerce extérieur en 1992, 'adhésion du Maroc a '0.M.C
en 1995, et de la signature de 1’accord d’association avec 1’Union Européenne en 1995 en
vue de I’instauration d’une zone de Libre échange a I’horizon 2012.

L'ouverture de 1'économie est susceptibles d’offrir des opportunités d'exportation pour certaines
entreprises, mais elle contribue également a exposer les entreprises a la concurrence de produits
importés. L'ouverture de 1 ‘économie se répercute aussi sur le marché du travail a travers des
processus de création et de destruction d'emploi.

3. Analyse statistique des flux de création et de destruction
3.1.  Les données

Les données utilisées dans ce papiers sont issues de la base de données de 1’enquéte annuelle sur
les industries de transformation. Cette enquéte est menée de annuellement par le Département du
Commerce et d’Industrie auprés de la toutes les entreprises du secteur manufacturier marocain
qui réalisent un chiffre d'affaires d'au moins 100 000 DH ou qui emploient a titre permanent au
moins une dizaine de personnes. Le suivi du niveau annuel d'emploi par entreprise permet de
saisir a la fois les création et les destructions brutes d'emploi.

Les emplois qui se créent sont offerts par des entreprises pérennes ou encore par des entreprises
nouvellement créées. Les emplois qui disparaissent sont le fait des entreprises pérennes qui
réduisent leurs effectifs ou encore des entreprises qui quittent le marché.

3.2.  Créations, destruction et réallocation des emplois

Entre 1990 et 2002, les industries manufacturiéres au Maroc ont crée environ 64 000 emplois
nets, soit en moyenne un peu plus de 5300 emplois par an. En d'autres termes, 'emploi total a
connu une évolution trés lente avec une croissance annuelle moyenne qui ne dépasse pas 1,2%.
La performance en matieére de création d'emplois au cours de la période 1990-1995 contraste
fortement avec celle de la période 1996-2002. La premicre a enregistré la création d'environ
44700 emplois nets contre 19300 emplois seulement pendant la seconde. Le niveau d'emploi a
méme régressé en 1998 par rapport a 1997 et en 2000 par rapport 1999. Il a quasiment stagné
depuis 2000.

Cette faiblesse de la création nette d'emploi pourrait traduire une faible mobilité de la main
d’ceuvre sur le marché du travail et une certaine rigidité tant a l'entrée qu'a la sortie. Elle pourrait
aussi résulter d'une quasi compensation entre de fortes dynamiques opposées de création et de
destruction des emplois.

36 Sunk costs

103



L'examen des données détaillées au niveau des entreprises permet de démentir la premiere
hypothese et de confirmer la seconde. En effet, la création nette de 64 000 emplois sur la période
1990-2002 dissimule des niveaux de création et de destruction brutes d'emploi trés élevés. La
période étudiée a connu la création brute de 650 000 emplois, toutefois I'équivalent de 90% de cet
effectif a été également détruit soit 586 000 emplois. Ces chiffres révelent I'existence d'une trés
forte mobilité de I'emploi dans les industries manufacturieres au Maroc et par la méme une
grande flexibilité sur le marché du travail. Il en résulte que I’argument souvent invoqué de rigidité
des textes relatifs la législation du travail, en particulier celle sur le licenciement, n’est pas
tellement contraignante dans la réalité.

Le taux de réallocation des emplois qui cumule a la fois les mouvements de création de
destruction des emplois se situe en moyenne autour de 22,4% sur la période 1990-2002.
Autrement dit, plus d'un cinquiéme des emplois offerts par les industries manufacturiéres est
renouvelé annuellement.

Le taux de création brut est assez stable et se chiffre a 11,8% en moyenne avec un écart type
inférieur a un point (0,7). Quant au taux de destruction, il est relativement plus volatile avec une
moyenne de 10,6% et un écart type de (1,9). Cette asymétrie entre la création et la destruction des
emplois a déja été reporté dans des travaux antérieurs. Elle s'explique par le fait que les
mouvements de destruction des emplois sont beaucoup plus sensibles aux retournements de la
conjoncture comparés aux mouvements de création.

L'examen des taux bruts de création et de destruction des emplois montre que le ralentissement du
processus de création net d'emploi observé depuis le milieu des années 90 est principalement di a
l'accélération du rythme de destruction des emplois. En effet, le rythme de création des emplois a
globalement été¢ maintenu constant sur l'ensemble de la période 1990-2002.

Tableau 1. Flux nets et flux bruts d'emplois dans l'industrie manufacturi¢re au Maroc

Taux net de Taux brut Taux brut Taux de
Années création (TNC) de création (TBC) de destruction réallocation
(TBD) (TR)
1990-1991 3,0 12,3 9,3 21,6
1991-1992 2,8 11,7 8,8 20,5
1992-1993 2,2 12,3 10,1 22,3
1993-1994 0,5 12,1 11,5 23,6
1994-1995 1,7 11,7 10,0 21,6
1995-1996 2,8 12,0 9,2 21,2
1996-1997 2,9 10,9 8,0 18,9
1997-1998 -2,4 10,5 12,9 23,4
1998-1999 L5 11,4 9,9 21,4
1999-2000 -1,4 12,8 14,2 26,9
2000-2001 0,0 12,9 12,9 25,8
2001-2002 0,7 11,3 10,6 21,9
moyenne 1,2 11,8 10,6 22,4
Ecart type 1,8 0,7 1,9 2,6
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3.3.  Flux des entreprises et flux des emplois

Quelle relation peut-on établir entre la création d'entreprises et la création d'emplois? La tentation
d'associer la création d'emplois aux unités nouvellement créées et la destruction d'emplois aux
unités qui disparaissent est parfois grande. Toutefois, ce n'est pas ce que les données montrent. En
effet, la réallocation des emplois dans les industries manufacturiéres au Maroc se fait
principalement par le biais des ajustements des effectifs dans les entreprises pérennes.

Globalement, sur la période 1990-2002, la proportion des emplois bruts créés par les entreprises
déja en activité (pérennes) est de l'ordre de 90%. Les entreprises nouvellement créées n’ont
contribué a la création brute de l'emploi qu'a concurrence de 10%. La contribution différentielle
de ces deux catégories d'entreprises atteint certains années des proportions extrémes. Ceci est le
cas de la période 1991-1996 ou les entreprises pérennes ont crées en moyenne 94% des emplois
nouveaux, contre 76% seulement au cours de I’année 1999-2001.

Tableau 2. Décomposition des flux bruts de création et de destruction de I'emploi

Proportion des emplois créées Proportion des emplois détruits

Par les par les Total Par les Par les Total

entreprises nouvelles entreprises  entreprises qui

pérennes entreprises pérennes disparaissent
1990-1991 92,1 7.9 100 73,0 27,0 100
1991-1992 94,0 6,0 100 59,1 40,9 100
1992-1993 94,4 5,6 100 56,3 43,7 100
1993-1994 94,6 5.4 100 76,2 23,8 100
1994-1995 96,2 3.8 100 44.8 55,2 100
1995-1996 93,9 6,1 100 51,5 48,5 100
1996-1997 90,1 9,9 100 54,7 453 100
1997-1998 91,4 8,6 100 64,3 35,7 100
1998-1999 89,6 10,4 100 67,2 32,8 100
1999-2000 78,4 21,6 100 32,8 67,2 100
2000-2001 75,9 24,1 100 59,5 40,5 100
2001-2002 94,4 5,6 100 54,0 46,0 100
Moyenne 90,1 9,9 100 57,2 42,8 100

Du coté de la destruction des emplois, ce sont la aussi les entreprises pérennes qui y contribuent
le plus. Toutefois, leur contribution est moins tranchée par rapport a celle observée au niveau des
flux bruts de création. En effet, sur la période 1990-2002, plus de 57% des emplois disparaissent
dans des entreprises pérennes contre environ 43% dans celles qui quittent définitivement le
marché. La contribution de chacune des deux catégories reste toutefois volatile et marquée par
l'irrégularité. La proportion des emplois détruits par les entreprises pérennes varie entre un
minimum de 32,8% enregistré 1'année 1999-2000 et un maximum de 76,2 pendant I'année 1993-
94.
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