course, labor market institutions may have had adverse employment impacts,

but the available evidence offers little support for the conventional wisdom
among economists and many polic

y makers that high unemployment in the
OECD countries can be explained by labor market rigidities.

NOTES

1. This is a revised version of parts of ‘Increasing Earnin
Developed Countries: Markets, Institutions and the ‘Unified Theory’ (Howell, 2002). 1
thank Friedrich Huebler for his outstanding research assistance.

2. Figure 7.4 uses unemployment data by skill for males from Stephen Nickell and Brian Bell,
who define skill categories differently for different countries (e.g., across educational
attainment categories in some cases, across high and low skill occupations in others). In

contrast, Figure 7.5 covers all workers and uses skill categories defined consistently across
countries by educational attainment from the OECD,

3. Since the problem is held to lie in the labor market as a result of skill
and institutional rigidities that work against the least skilled, we should net see rising
unemployment rates for skilled workers. Indeed, a queuing story (see Thurow, 1997; ILO,
1997) is perfectly consistent with a rising ratio of low- to high-skilled unemployment even
if a downward demand shift afflicts some group of high skilled jobs. If displaced high-skil]
workers get preferential treatment in competition for lower skilled jobs, ‘bumped’ lower-
skill workers may be left to bear the brunt of the unemployment. Consequently,
unambiguous empirical support for the demand-shift story requires not just evidence of a
secular rise in the ratio of low to high skill unemployment rates, but a rige generated from

rising low-skill rates in the presence of stable or declining high skiil unemployment.
4. See Glyn (2001). In addition, it is likely that par
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-biased demand shifts

These data come from various

OECD documents and appear in Tables | and 2 of Howell et
al. (1998).

‘has little or no effect on
overall unemployment, but may affect its demographic composition” (OECD, 1999, p. 50).

As for taxation, we again cite Blanchard and Wolfers (2000, C13): “Taxes which by their
nature apply equally on the unemployed and the employed, such i

taxes, are likely to be roughly neutral. And if the unemploymen
achieve a stable relation of unemployment benefits to after-t
assumption — even payroll taxes may not matter very much.’

t insurance system tries to
aX wages — a reasonable
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