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Figure 1. Unemploymentratein OECD asa percent of the labor force. The solid line is unemployment
in the European OECD countries and the dashed line is unemployment in the total OECD. (Source:
Data for 1961-1977 are from OECD [1984a], and data for 19781994 are from OECD [1995].)



Table 1. Unemployment and Long-Term Unemployment in OECD

Long-term unemployment Long-term unemployment of
Unemployment of 6 months and over 1 year and over
(%) (% of total unemployment) (% of total unemployment)

1974-1979¢ 1980-1989° 1995° 1979¢ 19894 1995¢ 1970f 1979¢ 19894 1995°¢
Belgium 6.3 10.8 13.0 74.9 87.5 iz e 58.0 76.3 62.4
France 45 9.0 11.6 55.1 63.7 68.9 22.0 303 439 45.6
Germany?® 32 5.9 9.4 39.9 66.7 65.4 8.8 19.9 49.0 48.3
Netherlands 49 9.7 74 49.3 66.1 744 12.2 271 49.9 432
Spain 52 175 229 51.6 7 722 . 275 58.5 56.5
Sweden 1.9 25 Tt 19.6 18.4 352 - 6.8 6.5 15.7
United Kingdom 5.0 10.0 8.2 39.7 572 60.7 17.6 245 40.8 435
United States 6.7 7.2 5.6 8.8 9.9 17.3 — 42 53 9.7
OECD Europe 4.7 9.2 10.3 o T ok o 35 52.8
Total OECD 49 7.3 7.6 26.6 33.7

“ Unemployment in 1974-1979 and 1980-1989 is from OECD, Employment Outlook (1991), Table 2.7.

b Unemployment in 1995 is from OECD, Employment Outlook (1996), Table 1.3.

¢Long-term unemployment in 1979 is from OECD, Employment Outlook (1984b), Table H; except for the OECD aggregate figures, which are averages for 1979 and 1980 from OECD,
Employment Outlook (1991), Table 2.7.

41 ong-term unemployment in 1989 is from OECD, Employment Outlook (1992a), Table N; except for the OECD aggregate figures that are from OECD, Employment Outlook (1991),
Table 2.7.

¢ Long-term unemployment in 1995 is from OECD, Employment Outlook (1996), Table Q.

/ Long-term unemployment in 1970 is from OECD, Employment Outlook (1983), Table 24.

8 Except for year 1995, data refer to former West Germany only.

. Table 2. Net Unemployment Benefit Replacement Rates® in 1994 for
Single-Earner Households by Duration Categories and Family Circumstances

Single With dependent spouse
Ist 2nd and 4th and Ist 2nd and 4th and
year 3rd years 5th years year 3rd years 5th years
Belgium 79 55
55 70 64
France 79 63 61 80 62 2;
Germany 66 63 63 74 72 2
Netherlands 79 78 73 90 88 ;;
Spain 69 54
32 70 55
b
Sdeen : 81 76 75 81 100 -
United Kingdom® 64 64 64 75 74 -
74
United States 34 9 9 38 14
14

Source: Martin (1996, table 2).

“Benefit entitlement on a net-of- i e i
- a nel .of tax.and housing benefit basis as a percentage of net-of-tax earnings.
ata for Sweden and the United Kingdom refer to 1995.
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Figure 5. Quarterly earnings of high-attachment workers separating in the first quarter of 1982 and
workers staying through 1986. The solid line refers to stayers, the dashed line, to separators. (Reproduction

of Jacobson et al., fig. 1 [1993]. We have omitted the last observation of Jacobson et al. because it is
based on too small a sample.)
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Figure 8. (a) Simulated labor earnings of a worker in the WS economy. (b) Simulated labor earnings
of a worker in the LF economy.
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Figure 9. Simulated skills of a worker in the WS economy (solid line) and one in the LF economy

(dashed line).
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Figure 10. Simulated reservation earnings of a worker in the WS economy (solid line) and one in the

LF economy (dashed line).



Reservation wage per unit of skill
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Figure 11. Simulated reservation wage per unit of skill of a worker in the WS economy (solid line)
and of one in the LF economy (dashed line).
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Figure 12. Simulated search intensity of a worker in the WS economy (solid line) and of one in the
LF economy (dashed line).



Table 3. Equilibrium Outcomes for the WS Economy and the
LF Economy with Different Degrees of Economic Turbulence

Degree of economic turbulence

.02 .04

ws LF wSs LF
Tax rate (%) 3.88 n.a. 11.69 n.a.
Unemployment rate (%) 7.13 5.81 14.87 5.73
Average duration of unemployment (weeks) 13.7 10.6 31.8 10.7
Percentage of unemployed at a point in time 18.2 8.2 63.1 8.5

with spells so far > 6 months

Percentage of unemployed at a point in time 5.8 0.6 55.6 0.6

with spells so far > 12 months




