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Abstract

We present a quarterly narrative database of important labour market reforms in selected

euro area economies in between 1995 and 2018 covering 60 events. We provide legal adop-

tion and implementation dates of major reforms to employment protection legislation and

unemployment benefits. Estimates based on local projections find negative short-run effects

of liberalising reforms on wages, while the employment effects of reforms differ markedly

across age groups and partly depend on the state of the economy.
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Non-technical Summary

This paper presents a narrative database of major labour market reforms in 11 euro area

economies related to employment protection legislation (EPL) and unemployment benefit schemes.

It then illustrates the usage of the database from various estimates of the effects of reforms.

The database contains 60 major reform events in the initial members of the euro area over the

period of 1995 Q1 to 2018 Q4. 25 reforms relate to employment protection legislation (EPL) on

regular contracts addressing conditions and procedures for individual or collective dismissals.

Another 27 reforms address EPL on temporary contracts, outlining the conditions under which

workers can be hired under this type of contract. Finally, eight reforms of unemployment benefit

schemes affect eligibility criteria, replacement rates and benefit duration. Reform events are

identified from OECD Economic Surveys and related reports. For a regulatory action to qualify

as important, the OECD Economic Survey must either use strong normative language or the

action must be mentioned repeatedly across different editions of the reports.

While the selection of events draws heavily on existing work, the database provides information

on the timing of reforms in quarterly terms as a key novel feature. Based on various national

and international legal sources, we document the quarterly legal adoption and implementation

dates of reform events. Existing databases are only in annual terms. Quarterly information

allows for a more refined analysis of the short-term impact of reforms. Moreover, the database

extends existing sources to 2018 and thereby covers various major reforms undertaken in the

aftermath of the financial and sovereign debt crisis.

We then illustrate potential uses of the database by estimating the short-run effects of the var-

ious types of reforms on employment and wages from local projection methods. For both types

of EPL reforms we find mild negative short-run responses of employment and compensation

per employee, while unemployment benefit reforms trigger a moderate increase in employment.

When inspecting the employment response separately by gender and age, we find more pro-

nounced effects for females and for young and elderly workers. Hence, it is important to inspect

specific groups of employees, when assessing the effects of reforms.
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1 Introduction

Labour market reforms have played a prominent role in economic policy debates in the euro

area as part of efforts to support malfunctioning labour markets and spur growth in individual

economies. For instance, reforms to employment protection legislation and, partly, unemploy-

ment benefit schemes have been a prominent part of the efforts undertaken by the economies

that have been most hardly hit by the 2009 financial crisis. Another concentrated effort has

been made in the early years of the euro area with a series of reforms related to temporary

employment and unemployment benefits.

While there is a large number of micro-econometric studies (see Boeri, Cahuc, and Zylberberg,

2015), estimates of the macro-economic impact of reforms are rare. This partly reflects a lack

of appropriate indicators. As with various other economic policy areas, the regulatory stance is

difficult to quantify as policies are multifaceted and legislation reflects only part of their actual

implementation. In this situation, studies have promoted the use purely qualitative narrative

indicators of reform events to identify the impact of policy shocks in time series models, such

as Antolin-Diaz and Rubio-Ramirez (2018) for monetary and Budnik and Rünstler (2020) for

macroprudential policies. These studies conclude that qualitative data prove useful and that

the information losses compared to quantitative data remain contained.

In this paper we present a narrative database on major labour market reforms in 11 euro

area economies related to employment protection legislation (EPL) and unemployment benefit

schemes (UB). The data cover the initial members of the euro area over the period of 1995 Q1

to 2018 Q4. For the period prior to 2014, we draw on an earlier database of Duval et al. (2018),

although we implement several modifications. For the remainder of the sample, we follow their

approach of including only events of economic significance, as judged by OECD country reports

and the annual OECD indicators of employment protection legislation.1

While the country coverage is more limited compared to narrative databases presented by

Adascalitei and Moreno (2016) and Duval et al. (2018), the present database has two distinctive

features. First, it extends to 2018 and thereby covers various major reforms undertaken in the

aftermath of the financial and sovereign debt crisis that are not covered by the alternative

1The sources are described in Annex A. Indicators are available as an EXCEL file upon request.
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sources. Second, we provide quarterly legal adoption and legal implementation dates, whereas

existing databases are only in annual terms. Quarterly information about the timing of reforms

should allow for a more refined analysis of their short-term impact. For instance, endogeneity

issues can be addressed in more refined ways, as reforms are unlikely to respond to labour

market developments within the same quarter.

We identify 60 major reform events, of which 25 and 27 are related to employment protection

legislation (EPL) on regular and temporary employment contracts, respectively, while 8 events

are related to unemployment benefit schemes. While we find events in almost every year of

the sample, reforms are clustered in two specific periods. First, the years immediately before

and after the formation of the euro area witnessed a number of reforms easing constraints on

temporary employment contracts together with major reforms of unemployment benefit schemes

in Germany and the Netherlands. Second, a number of reforms undertaken after 2010 in those

economies that have been most hardly hit by the financial crisis targeted mostly EPL of regular

contracts, but also partly reversed earlier liberalisation of temporary contracts.

We then illustrate potential uses of the database by estimating the short-term effects of the

reforms on employment and wages from local projection methods. In a companion paper,

Rünstler (2021) uses the database to estimate the short- and medium-term macroeconomic

impact of reforms from a Bayesian narrative panel VAR. He reports sizeable medium-term

effects of regular contract EPL and of unemployment benefit reforms. In this paper, we focus

on the short-term effects of reforms on the aggregate real wage and on employment effects

by gender and age groups. For both types of EPL reforms we find mild negative short-run

responses of total employment and compensation per employee, while unemployment benefit

reforms trigger a moderate increase in employment. When inspecting the employment response

separately by gender and age groups, we find yet that these effects are clearly more pronounced

for young and elderly workers. Hence, it appears to be important to look at the heterogeneous

responses of specific groups of employees when assessing the effects of labour market reforms.

The remainder of the paper is organised as follows. Section 2 presents the methodology used

for constructing the database. Section 3 discusses the main features of euro area labour market

reforms. Section 4 presents the estimates of their macroeconomic effects. Section 5 concludes.
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2 Construction of the Database

Our narrative database is an extension of the work of Duval et al. (2018) with a focus on

labour market reforms in selected euro area economies. In particular, we maintain a similar

methodology of identifying reforms of economic significance. Our contribution is twofold. First,

we expand the database to include labour market reforms promulgated after 2014 and until 2018.

Second, we use legal sources to establish the timing of reforms in quarterly terms. We report

both quarterly announcement and implementation dates, i.e. the quarters in which the reforms

were approved by the legislators and in which the laws entered into force.

We consider three categories of reform events, i.e. changes to employment protection legislation

for regular workers, employment protection legislation for temporary workers, and unemploy-

ment benefits. We provide a description of the categories in section 3. We consider 11 countries,

i.e. the initial members of the euro area including Greece (which joined in 2001) but excluding

Luxembourg, over the period of 1995 Q1 to 2018 Q4. The end of the sample is dictated by the

availability of OECD country reports. We consider both liberalizing and tightening reforms.2

The individual events are listed in Annex A.2 including adoption and implementation dates, a

brief description of the event, and the major sources used to determine the economic significance

and the timing of the events. The indicators take a value of 1 in a quarter where a liberalizing

reform was implemented (adopted), a value -1 in case of a tightening, and zero otherwise.

Overall, the construction of the data proceeds in three steps. First, we follow Duval et al.

(2018) in identifying major reform events from OECD Economic Surveys and related reports.

Second, we also inspect the changes in related annual OECD indicators to identify those reforms

that feature sufficiently large changes in these indicators. While we do not exclude any reform

based on this criterion, we add the annual change of the indicators to the database to allow for

a potential narrower selection of events. Third, we derive the quarterly dates of reforms from

legal documents provided by the LABREF database and a variety of national sources.

Identifying Major Events. For the years 1995 to 2013 we draw on the set of events identified

by Duval et al. (2018). For the remainder of the sample we follow the methodology devised

2We refrained from including the New Member States of the euro area, as many of those joined the OECD
well after the start of our sample and are not covered by OECD reports beforehand.
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by Duval et al. (2018). We identify all legislative and regulatory actions related to the above

reform categories mentioned in OECD Economic Surveys for the 11 countries in the sample. For

a regulatory action to qualify as a major liberalizing or tightening reform one of the following

two alternative criteria has to be met: (i) the OECD Economic Survey uses strong normative

language to define the action as an important measure; or (ii) the policy action is mentioned

repeatedly across different editions of the OECD Economic Survey for the country considered,

or in the retrospective summaries of key past reforms that are featured in some editions.

Compared with other existing databases on policy actions in the area of labour market institu-

tions, such as the European Commission’s LABREF and Adascalitei and Moreno (2016), this

approach aims at identifying a limited set of major reforms, as opposed to a long list of actions

that in many cases would be expected to have little or no bearing on macroeconomic outcomes.

Comparison with OECD Indicators on EPL. Another source of of information on the economic

relevance of EPL reforms is the annual OECD indicators on the strictness of employment

protection. These indicators are not strictly of a quantitative nature. They assess legislation

rather than implementation aggregating expert judgement on sub-categories of employment

protection law with weights that are again determined by judgement. They may therefore may

reflect rather the complexity than the scale of individual reforms. Nevertheless, they have been

used for assessing the impact of reforms (Bassanini and Duval, 2009; Bouis et al., 2012).3

For EPL reforms, we add the change in the indicator related to the individual reforms in

the same or subsequent year to the database to potentially allow for a narrower selection of

events. Following Duval et al. (2018) we refrain from requiring that an event included in the

database is associated with a large change in the indicator. In several cases this contradicts

other information on the relevance of reforms. Moreover, different vintages of the OECD

indicators give fairly different outcomes for several events. Nevertheless, further narrowing

down the events to those associated with a change in the OECD indicator may be useful for

some applications and we do so in our empirical application in section 4 as well.

Figures A.1 compare the narrative indicators with the OECD indicators. The latter measure

the regulatory stance on 1, January of a given year. In most cases, a reform event is therefore

3See https://www.oecd.org/employment/emp/oecdindicatorsofemploymentprotection.htm and
https://www.oecd.org/employment/emp/oecdindicatorsofemploymentprotection-methodology.htm.
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reflected in a change in the subsequent year. The graphs show a reasonably high coincidence of

major changes in the OECD indicators with the narrative approach. but with a few exceptions.

For Belgium, for instance, two changes in the OECD indicators are not associated with events

identified by narrative approach. Vice versa, a few events identified by the narrative method

are not reflected in a change in the OECD indicator.

Quarterly Information on the Timing of Reforms. To map the reforms into a quarterly time

schedule we inspect directly the original legal sources documenting these reforms. In particular,

we use the Flash Reports on Labour Law and the LABREF database of the European Commis-

sion,4 5 together with government gazette electronic publications and other websites containing

information about the promulgated laws. From these sources we were able to pinpoint both the

date of adoption and the date of entry into force of the laws at a quarterly level. As general

criterion, we use the quarter in which the law has been approved by the national parliaments

as the Date of Adoption and the quarter in which the law actually came into legal force as the

Date of Implementation.

In a few cases, reforms were initiated by a decree passed by the legal system that set the

pace of the reform but described it only in broad terms, while the content was detailed by the

parliament in a subsequent law. In such circumstances, we defined the Date of Adoption from

the decree. Moreover, when laws were adopted or implemented in several stages, we decided in

some instances to split up reforms that are represented as a single event in the annual database

of Duval et al. (2018) into several events. From the closer inspection of their timing, various

events end up represented in different years in our database compared to Duval et al. (2018).

3 Features of Euro area Labour Market Reforms

Definition of Reforms. The data cover three different types of reforms. First, 8 reforms of

unemployment benefit schemes affect eligibility criteria, replacement rates, and benefit duration.

Second, 25 reforms relate to employment protection legislation (EPL) on regular contracts

addressing conditions and procedures for individual or collective dismissals, such as terms of

4https://ec.europa.eu/social/main.jsp?catId=1143&langId=en#LABREF
5https://ec.europa.eu/social/main.jsp?catId=157&langId=en
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notice, severance payments, or rules for fair dismissal. In particular, legislation sets the con-

ditions under which it is possible to lay off employees and the sanctions in the case of breach

of these provisions. These regulations also detail the procedures that should be followed in

the case of dismissals, which might include provisions for notice periods, involvement of third

parties as well as procedures for the employee to challenge the lay-off decision. Finally, these

regulations specify monetary compensations employees are entitled to, once dismissed (sever-

ance payments). Additional provisions exist in all OECD countries in the case of collective

dismissals and typically include additional procedural inconveniences for the employer.6

Table 1: Number of reform events

1995-2018 1995 2000 2005 2010 2015 Implementation Lag

All + 1999 2004 2009 2014 2018 0 1 > 1

EPL Regular 25 22 5 5 3 9 3 10 9 6

EPL Temporary 27 20 8 9 1 6 3 13 9 5

UE Benefits 8 6 1 0 2 3 2 2 2 4

The table shows the overall number of reform events together with the number of regulatory easings
(+). The implementation lag refers to the number of periods (quarters) between legal adoption
and implementation.

Third, another 27 reforms relate to EPL on temporary contracts, which outline the conditions

under which workers can be hired on fixed-term or other types of contracts (such as seasonal

contracts or project-related contracts). Regulation usually concerns the type of jobs and ac-

tivities in which these contracts are allowed, their maximum duration, and conditions for their

renewal or the termination of employment including possible employee compensation in the

case of termination.

Distribution Across Countries and Over Time. Reforms are unevenly distributed across coun-

tries and over time. First, 1990s and the early 2000s witnessed reforms of temporary contract

EPL in a large number of countries mostly easing the conditions for temporary contracts. The

reform momentum stalled at around 2005 as the outcomes were disregarded as disappointing,

see e.g. Blanchard and Landier (2003) and Boeri and Garibaldi (2007).

6see e.g. Bassanini, Nunziata and Venn (2009) and the OECD 2004 Employment Outlook for a detailed
description of employment protection regulations in OECD countries.
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In 2006, Germany and the Netherlands implemented major reforms of unemployment benefits.

Otherwise, the number of reforms was pretty small in between 2005 and 2010. However, given

the need for reviving labour markets a series of major reforms to regular contract EPL were

implemented in between 2010 and 2015 in those member countries that were hit particularly

hard by the financial crisis. Most of these reforms targeted firing costs. Spain, Portugal and

Greece substantially lowered requirements for severance payments or shortened the terms of

notice for dismissals bringing them closer to the levels prevailing in other euro area member

states from partly high levels. Some of these deregulations were accompanied by a tightening of

temporary contract EPL in order to encourage the creation of employment on regular contracts.

However, the deregulation of regular contracts was far more substantial. One exception to this

rule is the ’flexicurity’ reform in Italy in 2015, which combined deregulation of regular contract

EPL with an increase in unemployment benefits.

Figure 1: Number of Events over Time
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The plot shows the number of reform events in each individual year.

Figure 1 plots the number of reforms over time. Overall, reforms were predominantly put in

place during times of weak economic activity at around 2003 and in between 2010 and 2013.

Adascalitei and Morano (2016) estimate the determinants of reforms from probit regressions

and identify high unemployment and fiscal consolidation needs as important determinants.

Implementation Lags. For the majority of EPL reforms, legislation became effective either in the
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same quarter when the law was legally adopted or the quarter thereafter. Only four events have

implementation lags beyond one quarter. For unemployment benefit reforms, implementation

lags are higher with lags of beyond four quarters for three events out of seven events. In

particular, the changes to unemployment benefits under the German Hartz reforms were legally

adopted in 2003 Q1, but became effective only in 2006 Q1.

Figure 2: Number of Events across Countries
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The plot shows the number of reform events in each individual country.

4 Short-term Effects of Labour Market Reforms

This section illustrates the usage of the database by studying the effects of reforms on macro-

economic aggregates and, in particular, on employment patterns from local projections methods.

Only a few attempts have been made so far to study the short-term effects of labour market

reforms from time series methods. These studies have used local projection methods to inspect

the effects of labour market reforms on aggregate employment in industrialised economies.

Bouis et al. (2012) inspect unemployment benefit reforms as measured from shifts in the

OECD regulatory stance indicators, while Duval and Furceri (2018) and Duval, Furceri, and

Jalle (2020) build on the narrative dataset of Duval et al. (2018) that also includes EPL reforms.

The former two studies find effects of unemployment benefit reforms on employment, but the

impact of EPL reforms remains insignificant. Duval, Furceri, and Jalle (2020) inspect sectoral

differences in average lay-off rates and find a significant increase in employment in industries

with high relative lay-off rates relative to low lay-off rates after three years.
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In their review of the micro-econometric literature on reforms Boeri et al. (2015) conclude that

UB reforms have pronounced short-run effects on unemployment duration, while the findings

on EPL reforms are ambiguous. Both hiring and lay-off rates increase after a deregulation, but

the effect on lay-offs tends to be larger implying a negative net effect on employment. There

is however some evidence for positive effects of regular contract EPL deregulation beyond the

short run (e.g. Autor et al. 2006). Only a few studies examine the effects of reforms on wages,

again with mixed results. Tatsiramos and van Ours (2012) conclude that there are on average

no effects of changes in UB schemes on the wage paid in the post-unemployment job. As to

EPL reforms, van der Wiel (2010) reports an increase in wages after a tightening in the terms

of notice for elderly workers in the Netherlands. Exploiting differences in the treatment of small

and large firms, Martins (2009) finds that EPL deregulation lowered wages in Portugal, whereas

Leonardi and Pica (2013) find the opposite for Italy.

It has further been argued that the effects of EPL reforms are smaller and subject to long delays

during episodes of low economic growth. Boeri and Garibaldi (2007) claim that temporary

contract EPL reforms generate no more than a transient ’honeymoon’ effect on employment

during booms, while being ineffective during recessions as firms are constrained by the stock

of employees on permanent contracts. Similarly, New Keynesian models with search frictions

suggest a more delayed employment response to a reduction in firing costs during recessions

(Cacciatore et al., 2016). Related empirical evidence has been provided by Gehrke and Weber

(2017) for Germany and Duval, Furceri, and Jalle (2020) for a panel of industrialised countries.

In companion work, Rünstler (2021) uses the database of this paper to estimate the impact of

reforms on macro-economic aggregates from a Bayesian narrative panel VAR. In this paper we

complement these estimates by inspecting a larger set of labour market indicators from local

projection methods. While being less efficient (Budnik and Rünstler, 2020; Li et al., 2021),

local projections have the advantage that they allow studying a larger set of series.

We apply the local projection technique proposed of Jordà (2005) to estimate the responses of

employment and real wages to reform events. The method requires estimation of a series of

regressions across horizons h and for each variable of interest. We estimate the equations

yc,t+h − yt = µc + αhzc,t + ∆xTc,tβ + ut, (1)
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where the h-step ahead change in the variable of interest, yc,t, is regressed on narrative indicator

zc,t and a set of control variables xc,t for country c and in period t. We estimate equation (1) from

a series of panel regressions across countries separately for each horizon h and include country

fixed effects µc to capture country heterogeneity. The set of coefficients αh for h = 1, . . . ,H then

gives the dynamic response of yc,t to the reform events embodied indicators zc,t, averaged across

events and countries. We subsequently smooth the estimates of αh using the method proposed

by Barnichon and Brownless (2019) to improve the efficiency of estimates. We use a smoothing

parameter of λ = 1. Thus, one constructs the impulse responses and the corresponding error

bands from the sequence of smoothed coefficients αh and their standard errors.

We consider employment outcomes by gender and for different age groups together with the real

wage. Our sample covers the 11 euro member states covered by our database over the period of

2000 Q1 to 2018 Q4. In order to focus on major events, we eliminate those EPL reforms that

are not associated with a change in the corresponding OECD indicators as shown in Figures in

Annex A.1. This finally results in a set of 15 regular contract, 16 temporary contract, and 7

unemployment benefit reforms. The data on employment are taken from the Eurostat Labour

Force Survey. The survey offers employment by gender and age groups. The real wage is

calculated as compensation per employee deflated by the harmonized index of consumer prices.

We include a large set of control variables xc,t in the regressions to insure against lagged

dependencies in the implementation of reforms on economic developments. As discussed by

Stock and Watson (2018), proper identification requires that, after accounting for controls,

indicator zc,t is exogenous to yc,t at all leads and lags. Adascalitei and Moreno (2016) find

reform events to be affected by domestic labour market and, to a lesser extent, fiscal conditions.

Vector xc,t therefore includes four lags of the dependent variable together with four lags of GDP,

aggregate employment, the consumer price index, the real wage, the 10-year government bond

spread vis-a-vis Germany, and the euro area shadow interest rate, U.S. GDP, and a world

commodity price index. All these variables enter equation (1) in log-differences. We also add a

linear trend and dummies to account for various outliers in the series.7

7The data are mainly taken from the Eurostat National Accounts, while the euro area shadow rate estimates
are from Krippner (2013). These data are available at https://www.rbnz.govt.nz/. US real GDP and the world
commodity price index are taken from the IMF IFS and OECD MEI databases, respectively.
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Figure 3: Main Aggregates
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Figure 4: Impact of Reforms by Gender
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The graphs show responses (in %) to liberalising reforms together with [.1, .9] confidence bands.
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The results for total employment and real compensation per employee are shown in Figure

3. We find moderate declines in employment and real compensation for both types of EPL

reforms, and an increase in employment for UB reforms. The responses are yet insignificant,

with few exceptions. For regular contract EPL, the wage response is significant at very short

horizons, as measured from [10 %, 90 %] confidence bands, while for temporary contract EPL

both wage and employment responses approach significance at horizons of about two years.

For the breakdown of total employment by gender and for different age groups we obtain more

pronounced results. As to gender, differences between males and females are rather small for

EPL reforms. For UB reforms, the response of female employment is yet larger than the one of

male employment and clearly significant. Differences are even more pronounced for age groups.

Figure 5: Impact of Reforms for Different Age Groups
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The graphs show responses (in %) to liberalising reforms together with [.1, .9] confidence bands.
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The results indicate that the burden of short-term adjustment to EPL reforms is mostly borne

by young and elderly workers. While the centre age group of 25 to 54 years shows very little

response to any type of reform, employment drops by about 5% for workers at the age of 55 to

64 years. Similarly, employment of workers in between 15 and 24 years declines by close to 3%,

although the responses are not significant. The results for UB reforms show similar patterns

with immediate increases in the employment of young and elderly workers, while the age group

of 25 to 45 years shows a very gradual and smaller response.8

Finally, we consider state dependencies. We split the reforms in two groups depending on

the state of the euro area business cycle in the year preceding implementation and estimate

equation (1) separately for each group. We measure the state of the cycle from annual euro area

GDP growth with the high state defined as growth being above its sample average. Using euro

area GDP avoids potential endogeneity issues that might arise with country-specific measures

of the state. As shown in Figure 6, the results provide some indication of state dependence in

the impact of regular contract EPL. For both males and females, a liberalisation results in a

decline in employment in states of low growth, but an increase in states of high growth. This

pattern appears particularly pronounced for young workers. Employment of elderly workers

declines in both states, but the decline is larger in the low state of the cycle. We do not find

state dependence for temporary contract EPL and unemployment benefit reforms.

5 Conclusions

In this note we present a quarterly narrative database on major labour market reforms un-

dertaken in 11 euro area member states in between 1995 and 2018 and illustrate its use by

estimating the short-term response if employment by gender and age groups from local projec-

tion methods. We find that the responses are concentrated among young and, in particular,

elderly workers, while the impact on the centre age group of is insignificant. This not only

indicates that the burden of short-term adjustment to EPL reforms is mostly borne by these

groups, but more generally suggests that it is important to look at the heterogeneous responses

of specific groups of employees when assessing the effects of labour market reforms.

8The drop in employment at longer horizons may be due to the fact two major reforms took place in 2006, 3
years before the Great Recession. This might affect the outcomes at horizons of above 10 quarters. Generally,
results of local projections get yet unreliable at longer horizons (Budnik and Rünstler, 2020, Li et al., 2021).
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Figure 6: Impact in States of High and Low Growth

0 4 8 12
-0.04

-0.02

 0.00

 0.02

 0.04

0 4 8 12
-0.04

-0.02

 0.00

 0.02

 0.04

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.04

-0.02

 0.00

 0.02

 0.04

0 4 8 12
-0.04

-0.02

 0.00

 0.02

 0.04

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.04

-0.02

 0.00

 0.02

 0.04

0 4 8 12
-0.04

-0.02

 0.00

 0.02

 0.04

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

0 4 8 12
-0.10

-0.05

 0.00

 0.05

 0.10

The graphs show responses (in %) to liberalising reforms together with [.1, .9] confidence bands.
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Jordá, Ó. 2005. Estimation and inference of impulse responses by local projections. American Economic Review

95(11): 161-82.

ECB Working Paper Series No 2657 / March 2022 17



Krippner, L. 2013. Measuring the stance of monetary policy in the zero lower bound environments. Economics

Letters 118: 135–38.

Li, D., Plagborg-Møller, M., and C. Wolf, 2021. Local projections vs. VARs: lessons from thousands of DGPs.

mimeo. University of Princeton.

Martins, P. 2009. Dismissals for cause: the difference that just eight paragraphs can make. Journal of Labor

Economics 27: 257-79.

Leonardi, M. and Pica, G. 2013. Who pays for it? The heterogeneous wage effects of employment protection

legislation. Economic Journal 123: 1236-78.

Rünstler, G. 2021. The impact of euro area labour market reforms: evidence from a narrative panel VAR, ECB

Working Paper Series 2592.

Stock, J. and Watson, M. 2018. Identification and estimation of dynamic causal effects in macroeconomics using

external instruments. Economic Journal 128(2): 917-948.

Tatsarimos, K. and van Ours, J. 2012. Labour market effects of unemployment insurance design Journal of

Economic Surveys 28: 284–311.

Van der Wiel, K. 2010. Better protected, better paid: evidence on how employment protection affects wages.

Labour Economics 17: 16–26.

ECB Working Paper Series No 2657 / March 2022 18



Annex A.1: The database

The following tables provide a collection of major structural labour market reforms in 11 euro

area economies between 1995 Q1 to 2018 Q4. The reforms are assigned to either of three

categories, i.e. employment protection legislation for regular contracts, employment protection

legislation related to temporary contracts, and unemployment benefits. Some reforms appear

in more than one category. The data are also available as an EXCEL file upon request.

We should stress that a significant part of the information contained in the database, i.e. most

events prior to 2014 and the corresponding sources, are taken directly from Duval et al. (2018).

However, we refine part of the information, add events in between 2014 and 2018, and establish

the timing of reforms in quarterly terms. Following Duval et al. (2018) we identify the set of

reforms from the OECD Economic Surveys published after 2015. We report the passages from

the OECD Economic Survey publications whenever available. For several countries, OECD

Economic Survey publications were not available for the most recent years. In these cases, we

relied on LABREF9 and the Flash Reports on Labour Law 10 to identify the major reforms.

The tables then refer to the alternative sources providing the relevant descriptions. The reforms

are classified as tightening (i.e an increase in regulation) or liberalizing (i.e. a decrease in

regulation). The former are indicated by −1 and the latter by 1 in column Direction. The

national laws implementing the reforms are indicated in column Source.

To map the reforms into a quarterly schedule we referred to the original legal sources of the

structural reforms making extensive use of the Flash Reports on Labour Law and the LABREF

database by the European Commission, together with government gazette electronic publica-

tions or other websites containing the text and the information of the promulgated laws. By

working directly with the original sources we were able to pinpoint the date of decision and

the date of entry in force of the normative texts at the quarterly level. As a general criterion,

we used the quarter in which the law was approved by the national parliaments as the Date of

Decision/Adoption and the quarter in which the law actually came into force, as the Date of

Implementation. In many instances, these two dates coincide. In several cases, when laws were

adopted or implemented in several stages, we split up reforms that are represented as a single

event in Duval et al. (2018) into several events. Moreover, from the closer inspection of their

timing, various events end up represented in different years ompared to Duval et al. (2018).

Figures A.1 plot the timing of employment protection reforms against the annual OECD indi-

cators of employment as explained in section 2 of the main text.

9https://ec.europa.eu/social/main.jsp?catId=1143&langId=en#LABREF
10https://ec.europa.eu/social/main.jsp?catId=157&langId=en
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Figure A.1: Comparison with OECD Employment Protection Indicators
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The plots show individual reform events and the corresponding change in the OECD

indicators on employment protection legislation.
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The plots show individual reform events and the corresponding change in the OECD

indicators on employment protection legislation.
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