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Abstract: This paper studies the incidence and determinants of episodes of drastic unemployment
reduction, defined as swift, substantial, and sustained declines in-unemployment. We identify 43
episodes over a period of nearly 3 decades in 94 rich, middle-income and transition countries.
Unemployment reductions often coincide with an acceleration of growth and an improvement in
macroeconomic conditions. Episodes are much more prevalent in countries with higher levels of
unemployment and, given unemployment, are more likely in countries with better regulation. An
efficient legal system that enforces contracts expeditiously is particularly important for reducing
unemployment. The results imply that while employment is largely related to the business cycle,
better regulation reduces likelihood of high unemployment and facilitates a more rapid recovery in
the event unemployment builds up.

Key words: unemployment, labor markets, regulation
JEL codes: ]23, J64, ]65, K20, L.20

* We would like to thank Davide Furceri, John Giles, Indermit Gill, Aaditya Mattoo, David
Newhouse, Luis Serven, Beth Anne Wilson, seminar participants at the World Bank, the IMF and
the University of Oxford, and especially Aart Kraay for constructive comments. The views
expressed here are those of the authors and do not necessarily represent the views of the World
Bank, its Executive Board or member countries. All remaining errors are our own. Corresponding
author: cfreund@piie.com, 202-454-1304, 1750 Massachusetts Avenue, NW, NW Washington, DC
20036.



Download English Version:

https://daneshyari.com/en/article/5092318

Download Persian Version:

https://daneshyari.com/article/5092318

Daneshyari.com


https://daneshyari.com/en/article/5092318
https://daneshyari.com/article/5092318
https://daneshyari.com

