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G overnm ents on both sides of the A tlantic have spentm uch of the Jast tw o decades extolling the
virtues of enhanced Jabor m arket flexibility. One of the m ost congpicuous symptom s of this
m anifesto has been the grow th 1 the use of ‘fixed-tem * an ploym entcontracts.! Such contracts are
a arom eter of underlying Jabourm arket flexibility, allow Ing entrepreneurial success @nd failure)
o procead relatively unfettered by excessive bureaucratic and trade union hterference 2

The econom ics literature has been som ew hat ram iss In ascertaning either the causes or
the effects of fixed-term em ploym ent. O ne exception for the United States is Nollen (1996) who
dentifies wo potental concems regarding ndividuals employed under fixed-term contacts:
Firstly, they tend t© be Jow erpaid than perm anent or ‘core’ em ployees; and secondly, they tend t©
acquire less traning, experience and career developm ent and thereby fail to build-up theirhum an
capial to aid future em ployability . The Jatter concem is exacerbated since, on average, fixed-term
an ployeesw ere found t© be younger and Jess w ell qualified than theirperm anent counterparts.

T sharp contrast the m anagem ent literature has actively explored the relationship betw een
am ploym ent contracts and em ployee attitudes. Feldman etal (1995), for exam ple, show that the
type of em ploym ent contracthas a significant nfluence on w orkers’ attitudes tow ards / satisfaction
wih therr pbs, a key finding being that fixed-term anployees are relatively less secure and
optim istic about the future. The relationship betw een fixed-term em ploym ent and b satisfaction
has also been explored extensively I the applied psychology literature — findings here have
Indicated that b satisfaction is a key determ inant of the choice t© pursue fixed-term em ploym ent

[EIlingson etal (1998)].

Ty enty per cent of b offers n the U K . during the 1990s w ere for fixed-tem contracts - over thirteen per cent for
one year or less Labour M arket Trends (1999)]. The num ber of tam poraries em ployed by staffing com panies in the
United States tripled betw een 1984 and 1994 [United States Bureau of Labor Statistics (1995)].

? FPixed4erm contacts nevitably fall outside the ambit of statutory em ploym ent protection and thereby allow
an ployers to expand and contract theirw orkforce atw i1l [Bentolila and SaintPaul (1994)].



Tn this paperw e explore the relationship betw een education, eamings and fixed-term contracts
using data from the 1997 Britich Social A thtudes Survey BSAS) and the 1997 Mtemational Social
Survey Programme (ISSP)> W e focus In particular on wo key issues: First, what ‘type’ of
ndividual is Iikely t© be anployed under a perm anent contract; and second, how are the wages of
such individuals determ ined? O ur results suggest thatw orkers en ployed under fixed-term contracts
tend to eam significantly Jow er w ages than their perm anently em ployed counterparts, even after
controlling for a plethora of personal and b characteristics. On the other hand, our results also
highTight som e benefits to fixed-term em ploym entw ith such w orkers being relatively less likely t©
find work stressful and t© retum home from work exhausted. They alo allude t© possible
asymm etres n the rwle of education across this two-ter system , with educational atainm ent

playing am ore prom nentsignalling role in the case of ‘perm anent’ contract em ployees.

E conam ic C onsderations

Ttwould seam Indubitable that firm s prefer fixed-term jpbs and w orkers prefer perm anent ones.
Even In countries offering only inpuissant em ploym ent protection, it is often prohibitively
expensive o fire Jong-serving aen ployees. Such workers are entitled t© satutory redundancy pay
and perhaps even com pensation for unfair dian issal. n the absence of frictions such assignm ents
from one side of the Jabourm arket to the other w ould have no bearing on Pareto optim ality. T
reality, a considerable portion of the em ploym ent relation ‘s value-added m ay be swallow ed up by
the negotiation. Tkm ay therefore be sensible to enploy a m oving wall of en asculbted fixed-term
w orkers to buffer shocks In dem and orproductvity.

There is no reason, how ever, why w orkers should prefer fixed-term contracts. A perm anent
contract offers them all the benefits of a fixed-term one, as well as the option of continuing the
relationship should they so desire. Ttw ould thus be assum ed that fixed-term w orkers w ould dem and

som e com pensating differential for eking such precarious em ploym ent. And if they are supply

3 A fixed tem foerm anent) contract is defined in both data setsasonew ith W ithout) a settim e 1im it.
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constrained In any way, then firm s would be happy t© pay such a pram im . But the word is not
sim ple, and Jabour m arkets can be particularly complex. And there are a num ber of reasons why
fixed—term w orkersm ay not In facteam m ore than theirperm anent counterparts.

The relative productivity of fixed-term w orkers is not cbvious. W ithout the guarantee of a
future career Jadderw ithin the firm , fixed-term w orkersm ay be reluctant to acquire specific hum an
capial. Fixed-tem w orkers w i1l therefore tend t© be those who do notenvisage grow Ing old w ithin
the fim - mdividuals, for exam ple, antcipating a change In occupation or ragional Jocation. These
could be young people, unsure of their career; fam ales, anticipating a m ove out of the labour
m arket to have children - or having had children, finding ithard © obtamn a perm anent b because
of em ployer concems about their reliability; older w orkers m ay also be Jess adverse t© fixed-tem
Tbs - they m ay have taken early retiram ent from a previous career, they m ay have paid off their
m ortgages and be m ore secure I term s of thelr capital position, and they m ay be less inclned t©
Invest in hum an capial given their shorterperiod of retum.

Even if fixed-term w orkers w ere to undertake sin ilar nvestm ents in hum an capital as their
pem anently em ployed counterparts, question m arks over their relative productivity rem ain. One
can Inaghe two very different types of fixed-term Jobs, attracting two very different types of
workers. Sam e fiim s may enply low ability workers to nmsulate than selves from the traum a of
m arket conditions. O ther firm s m ay em ploy w orkers they deam to be potentially highly able on

‘probatonary’ fixed-term contracts, transferring the worker t© a perm anent contract if heghe
perform s t© expectations [Loh (1994), Heather etal (1996), W ang and W eiss (1998)]. A classic
exam ple of this is the use of assistant, untenured professors in academ ia. Th either scenario one

would anticipate fixed-term w orkers being paid Jess than their perm anent counterparts.

Y Abraham and Taylor (1996) and H ousam an and Polivka (1999) m ake the further point that firm s can hire tem porary
workers from ‘tem porary-help’ supply firm s. H iring In this way can allow for low er wages rates in a two-terwage
structure can allow for econom ies of scale In screening and training tem porary w orkers, or unpredictable changes in
dem and and m ay thus be associated w ith less Job stability .



And there are other reasons why w ages of fixed-tarm w orkers m ay be relatively low . Fora
num ber of reasons tenure-eaming profiles are upw ard sloping. Lazear (1981) atributes this t©
efficiency wage considerations - later career rents are used to nduce efficient early career
perform ance. Booth and Frank (1996) atirbute the profile to the lastn-firstout consttution of
m ostunions and their consequent tendency t© focus concem on relatively Jonger serving m em bers
and thus t© negotiate contracts w ith steep retums to seniority . M ore generally, fixed-term w orkers
may be an extran e case of outsiders, who receive a low wage com parad t© perm anent w orkers.
Such workers are lkely t© be rlatvely less attached to thelr firm s and Jess receptive to any
sociological gift exchange. On the other hand, they m ay have low er fallbacks and be thus m ore
receptive to any nstum ental efficiency w age considerations.

There is, how ever, a counter argum ent to suggest a pram 1im to fixed-tem work. If it is
general hum an capital that fimdam entally drives productivity then a vitse of successive fixed-term
Tbs are the key t© high eamings. This is often seen In the high technology sectorw ith inform ation

technology analysts being effectively selfem ployed.

Data and M ethodology

Our dama are derived fiom the 1997 Britsh Social Atdtudes Survey BSAS) and the 1997
Tntemational Social Survey Programme (ISSP).The BSAS is part of a series of surveys nitated n
1983 by Socialand C omm unity Planning R esearch and finded by theM onum entTrust. A dditional
contributions are also m ade by the C ountryside C omm ission, the D epartm ent of the Environm ent,
the ESRC , M arks and Spencer PLC , the Nuffield Foundation and ShellUK . The data are derived
from a cross-sectional sam ple of ndividuals, aged 18 and over, living in private houssholds whose
addresses w ere on the electoral registar.

The ISSP is a seres of annual surveys covering topics In portant for social science research

based on crossnational collBboration. Tk brings together pre-existing social science projects and



coordinates research agendas, thereby adding a cross-national, cross-culiural pergpective to the
constituent national studies. D riven by the absence of m issing values, we focussed on thirteen of
the thirt~four countres participating in the ISSP wvis: W est Gem any, Brtah, Ialy, France,
Nomway, Sweden, Denmark, Canada, United States, Japan, Portugal, Sw itzerlnd and New
Zealand.” Such an approach allow s us to setthe BSAS results w ithin a broader, intermnational context
and, hence, to explore the generality of our findings.

Key summ ary statdstics from the two dam sources are presented in Tables 1 - 3. The BSAS
data set out In Table 1 renforces Nollen’s (1996) concems with the average hourly wage of
perm anent em ployees exceeding that of ndividuals en ployed under fixed-termm contracts. Tk is also
apparent that on average a perm anent w orker is m ore likely t© be educated t© degree Jevel or t©
hold A’ levels or 'good’ GCSE ‘s (grades A to C) as their highest educational qualification.® The
situation is reversed, how ever, for further education and ‘poor’ GCSE s (gradesbelow C).A verage
years of education are m argmhally higher for perm anent em ployess who also tend, on average, t©
have m ore JEbourm arket experience.

The ISSP data In Tabl 2 also suggest that pem anent workers enpy higher levels of
education, as m easured by their highest educational certificates, and t© exhibit slightly low eryears
of education and slightly higher Jaborm arket experience, than their fixed-term counterparts. Table
3 sets out the rlhtive proportions of perm anent and fixed-term employment in the various
countries. Som e very wide differences are apparent. Fixed-term contracts comprise less than
tw enty~five per cent of en ploym ent n G erm any, Iialy, N orw ay France, D enm ark and Sw itzerland,
but m ore than fifty per cent n the United States, Canada, Japan, and Britain. The hnteresting

question is what drives these differences; are there dem ographic /atttudinal factors that conelate

® This pooled cross-section analysis is conducted w ith a slightly m ore 1im ited range of explanatory variables. Them ain
om issions here being nform ation relating to firm size, ethnicity and the expectations of individuals over ealw ages and
the num ber of Individuals em ployed at theirw orkplace.

® The GCSE and A level certificates are schoolexam hations teken atthe ages of sixteen and eighteen respectively .



w ith em ploym entundera fixed term orperm anentcontract? And, if so, are these factors distrbuted
uniform ly across countries? To unravel these Issuesw e tum to our em pirical analysis.

W e adopt a two-step approach: W e first conduct probit analysis to nvestigate the different
characteristics of w orkers em ployed underperm anent and fixed-term contracts; w e then Investigate
how the eamings of workers employed under each contract type are determ ined, focussing in
particular on the roles of education and Jabor force experience. O ur data are particularly usefill n
this endeavor. Tn addition t© providing detailed Jabour m arket and em ploym ent inform ation of
Individuals (such as education, firm size, Jabour m arket experience as well as personal and
dem ographic characteristcs) they also provide valuable nform ation peraning t© hdividuals’
attitudes tow ards their pb. W e are therefore able t© explore the differences In attitudes and b
satisfaction harbored by individuals em ployved under the two different types of contract. The
relative optim ism of each type of an ployee can be explored via . questions relating t© jb security —
Individuals are asked how likely are they t© lose their ob and how easy would ithe t© find another
Tb. Furtherm ore, ndividuals are also asked how their real w ages and the num ber of em ployees at
their firm are likely to change nextyear. Tnform ation is also gathered relating to em ployee behavior
(such as the extent of absence behavior) and how their b affects theirpersonalw ellbeing €g.do
you find your b stressfuil, do you com e hom e exhausted?). Fmally, inform ation relating t© the
relative in portance of skills leamt during tramning, via. form al education and via. w ork experience
is also given w hich provides an opportunity t© further explore the role of form al education in w age

determ nation.

Resuls

W ho isEmployed under a Perm anentC ontract?
Our probit analysis of the BSAS and ISSP data are set out n Tables 4 and 5 and 6 and 7

regpectively . The sam ples com prise all em ployees w ith the dependentvariable taking the value one



if the em ployee is em ployed on a perm anent contract. The regressions do not say anything about
causality . Tnstead they offer a com pact m ethod of crosstabulating the ncidence of perm anent
an ploym entagainstpersonal characteristics.

Shce we use the probit analysis t© control for smple selection effects In our eamings
regressions, w e estin ate three probit equations t© underpin the three specifications of eamings that
follow . Specification (i) Includes highest educational certificates and years of education, aswell as
a host of personal characteristics. Specifications ({1) and (iii) om it years of education and highest
educational certificates regpectively .

The BSAS probit and m arghal effects estim ates (Tables 4 and 5) are very robust across the
three specifications. It appears hat ndividuals en ployed under perm anent contracts are m ore
concemed w ith Job security, and are m ore satisfied w ith, but only m arginally m ore optim istic about
reaining, their pb. Idead, pem anent enployees tend t© be mather pessin istc about future
Increases In the num ber of em ployees em ployed at their w orkplace. They are also m ore lkely t©
retum hom e from work exhausted and t© absent from the workplace than fixed-termm w orkers.
A ssum Ing there is an ‘unacceptable’ (is. shirking) aspect to absence [Brown etal (1999)], then it
m ight be assum ed that perm anent em ployees would be less likely to absent given their greater
nvesm ent In firm  specific capital and reliance on career ladders w ithin the firm . On the other
hand, the costof diam issing such w orkers is high and a counter argum ent could be m ade that fixed-
term w orkers w ould bem ore likely t© absent. O nem ight expect ndividuals em ployed under fixed-
term contracts to be less lkely to absentgiven thatem ployers face relatively Jow firing costs in the
case of these em ployees] . Finally, skills developed In ttaining rather than those developed in form al

education gppear to be I portant for those an ployed under a perm anent contract.



The ISSP results (Tables 5 and 6) are also very robustacross the three specifications.” They
suggest that individuals em ployed under a perm anent contract feel very secure against b loss, a
confidence thatm ay be relhted to the finding that such em ployees ‘only work as hard as they have
to’. The results also suggest, how ever, that perm anent em ployees are m ore likely than their fixed-
term counterparts to find work stressfill and t© come home from work exhausted. A gain, skills
developed n training appear to exert a significant nfluence on the probability of being em ployed
under a pem anent contract. It is surprishg to note that although perm anent en ployees are m ore
likely to be satisfied with their b, they are significantly less likely t© be proud to work for their
fim orto chain that they would tum down m ore m oney t© sty with their firm . In contrast to the
BSAS analysis, pem anently em ployed w orkers are significantly m ore likely to bemale, to be a
m an ber of a ttade union, and t© be enplyed in white-collar occupations, and significantly less
Tikely t© be en ployed on a part-tin e basis orw ithin the public sector.

The estim ated coefficients on the country dummy variables suggest that em ployees in
C anada, the United States and Japan are significantly less likely, and an ployees In G emm arty, Taly,
France, Nomw ay, Portugal and Switzerland significantly m ore likely, t© be employed under a
pearm anent contract relative to British em ployees ceterds pa:r:‘_l'bus.8 Ttwould therefore seam that
there are specific country effects on them ix of perm anentand fixed-term em ploym ent ndependent

of the characteristics of the w orkers w ithin the country.

Eamigs and C ontractType

W enow tum our attention to the mfluence of contract type on wages. Table 8 presents the results
from estinating a M Incerian wage equation for all em ployees using the BSAS. The equation
exhibits stendard characteristics w ith years In the Jabour force I pacting concavely on w ages and

educational attainm ent serving t© hcrease w ages. The significant and positive dumm vy varable on

7 The questions relating t© G reat Britain for the ISSP are a subset of those posad in the 1997 BSAS. The sam ple and
sam ple sizes forthe tw o surveys are, how ever, quite different.



the perm anent contract dum m v variable suggests that, on average, fixed-term contractem ployees In
Britan eam approxin ately 14% Jless than perm anent em ployees of sim ilar characteristics. Sin ilar
evidence for Spain is reported by Jin eno and T'ohara (1993) and A Toa-Ram irez (1994).

To explore the generality this finding w e estim ated sin ilarw age equations for each of the
other tw elve countries ncluded in our ISSP sam ple. In all cases the equations w ere w ell gpecified
and exhibited standard characteristics in term s of experience and education . Forbrevity, w e present
n Table 9 only the estim ated coefficients for the perm anent contract dumm vy variables for each of
the tw elve regressions. The coefficients suggest that w orkers em ployed on fixed-term contracts in
G em any, France, Canada, New Zealnd, Sweden and Portugal eam relatively low er w ages than
their perm anently em ployed counterparts — the extent of the perm anent contract w age pram ium is
partcularly pronounced in Gemany. Pemm anent employees in Japan and Noway, how ever,
actually receive low er w ages than thelr fixed—term contract counterparts ceteris parious.

W e explore the possibility that education and experience in pact differently on the eamings
of workers anployed under perm anent and fixed-term contracts by estin ating ssparate BSAS
eamings equations for each contract type - see Tables 10 and 117 Tt is gpparent from Table 10 that
the standard concave relationship betw een w ages and Jabour m arket experience prevails for those
an ployed under perm anent contracts. Th addition, degree level and further education appear to be
key determ inants of the wages of such employees. The inportance of past b experience as
perceived by the regpondent appears t© augm entw ages w hereas the In portance of skills acquired
through form al education and traning appears t© be insignificant in determ ning w ages. The sam ple
selection term  (LAM BDA) is highly significant, suggesting that the conelates of the decision t©
enter a perm anent contract are negatively related o the Jog hourly eamings of regpondents — hence

Ionoring the selectivity issue here w ould In ply a positive bias In eamings.

8 Note that the relatively higher proportions of w orkers em ployed on perm anent contracts in Sw eden and D enm ark are
Insignificantonce other factors are controlled for.
° The sam ple selection term (LAM BDA ) isderived from the binom ialprobitanalysis presented n Table 4.
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The mauls for fixedtem contract emnployees (Table 11) also confim the standard
concave relationship betw een experience and eamings. The attaim ent of a degree and further
education are also significantly positively related t© eamings. Agan, the inporance of kills
acquired via form al education or taning is an hsignificant determ eant of wages. Th contrast to
pem anent em ployees, how ever, the inmportance of past experience In the b appears o lower
W ages.

I specifications (1) and (1), the estm ated coefficients on all the educational attaimm ent
dummy varables are significantly larger .n m agnitude for permm anent em ployees suggesting that
educational attaim ent is more inportent I determ ning the wages of perm anent an ployees .’
Such results may suggest that educational attainm ent is a m ore In portant signal of ability for
parm anent than fixed-term em ployees.

Furthem ore, for both types of enployee the i portance of skills developed at university,
college or school does not appear to significantly affectw ages — such a finding could be regarded
as Jending further support to the signalling rather than productivity enhancing role of education. Th
sum , the results suggest thatasym m etries exist In the role of education n determ Ining w ages across
this two-ter system of em ploym entcontracts.

To explore the generality of this finding w e re-estin ated the separate w age equations foreach
of the countries In our ISSP data set (recall Table 9) w ith the inclusion of three nteraction term s
betw een highest educational qualification and perm anent contract.™! The separate w age equations,
In all cases, exhibited conventional characteristics and w ere w ell specified. Tt is gpparent that there
is a wage penalty t© being a perm anent worker In G emm any, France, New Zealand Sweden and
Portugal w ith atm ost prim ary education. There is a sin ilar penalty t© having atm ost secondary

education In France and Sweden, but a pram im t© such education in Sw itzerland and Portugal.

10 Fdeed, posing the five estin ated coefficients from specification i (ii) for the fixed-term em ployees sam ple on the
estin ated w age equation forperm anentem ployees led to aW ald Statistic of19 20 43 99) w ith five degrees of freedom
which is significant at the 1% level, hence we can reject the hypothesis that the estim ated coefficients are the sam e
across the tw o sets of em ployees.
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M ost striking, there is a Jarge wage pram 1m  t© degree level education n all countres bar the
United States and Sweden. These findings provide further evidence of asymmetries 1 the

relationship betw een education and eamings across the two types of contract.

C onclusion and Policy In plications

O ur findings suggest that Individuals em ployed under fixed-term contracts In a num ber of countries
receive low erw ages than their perm anent contract counterparts. Such a finding could be indicative
of wage discrin nation against fixed-term en ployees and may suggest that Jegal provisions are
required o protect those em ployed under fixed-term contracts. dead, recentm easures have been
teken In G reat Britahn, for exam ple, t© raduce the qualifying perod of service for unfair dign issal
clhin s from two years to one year. It is gpparent, how ever, that em ployers m ay regoond t© such
Jegislhtion changes by r=ducing the length of fixed-tarm contracts thersboy creating m ore insecurity
for fixed-term em ployees.

T accordance w ith the findings of the m anagem ent literature, our results indicate that
ndividuals enplyed under fixed-termm contracts are less satsfied with the pb and more
pessin istic about future Jevels of ram uneration. From the perspective of the employer, such low
Jevels of b satisfaction and m oralem ay exertan adverse mflience on productivity levels.

The decline in em ployer support for fixed-term contracts reported by Purcell etal (1999)
tes In w ith our findings. Furthemm ore, the developm ent of w orkfare rather than benefitprogramm es
n the Great Britain may serve to stnulate fixed-term enploym ent [see D ickens etal (2000)].
W hen assessing the benefits of inplem enting such policies, one clearly needs t© ascertain the
extent to which fixed-term em ploym ent is of a secondary nature. H ow ever, it is in portant to note
that our results from both the BSAS and the ISSP suggest that individuals em ployed under fixed-
term contracts are less prone t© work related stress and exhaustion thersby indicating potential

w elfare benefits from such en ploym ent.

! The num berof observations precluded the estim ation of separate eamings equations foreach contract type.
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Our results also suggest that asymm etries exist in the relationship betw een education and
eamings across the wo types of contract with educational attainm ent playing an inportent
signalling role In the case of perm anentcontractem ployees.

FIxed-termm contracts have I portant In plications for both hdustrial relbtons and Jabour
markets. They offer fiims a significant degree of flexibility against shocks to demand or
productivity . This flexibility, how ever, is notw ithout cost. The relative productivity of fixed-tarm
contract em ployees is not clear. A Ithough our results allude t© som e possible w elfare enhancing
agpects of such am ploym ent, there are m any reasons t© assum e thatm ost en ployees w ould prefer
the security of a perm anent contract. H opefully, our findings w ill serve to stm ulate further research

nto this increasingly in portant, yvet relatvely under-researched, area of the Jabourm arket.
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Appendix

Table 1: Selected Summ ary Statistics: British Social A thtudes Survey, 1997

Variable AllEmployees Perm anentC ontract F Ixed-erm Contract
™ = 507) N = 298) N = 209)

M ean Std.Dev. M ean Std.Dev. M ean Std.Dev.
HourlyW age 8268 587 8932 607 7436 550
D egree’? 0175 038 0186 039 0162 037
Further Education 0174 038 0165 0372 0184 039
A Level 0135 034 0150 036 0117 032
GCSE GradesA toC) 0225 042 023 042 0214 041
GCSE (G radesbelow C) 0107 031 0102 0303 0113 032
Years of Education 17097 205 17105 202 17087 2.09
Years in Labour Force 22 057 1179 22384 11 62 2165 12 .00

Table 2 : Selected Summ ary Statistics: Ihtemational Social Survey Programme, 1997

Variable ATllEmployees Perm anentC ontract F ixed-erm Contract
N = 8771) N = 5733) N = 3038)

M ean Std.Dev. M ean Std.Dev. M ean Std.Dev.
D egree’ 0192 039 0211 041 0156 036
Secondary SchoolEducation 0338 047 0349 048 0316 047
Prim ary SchoolEducation 0.092 029 0.092 029 0.092 029
Years of Education 12 267 352 12 229 346 12 339 3.64
Years in Labour F orce 26233 11 44 27034 10.89 24721 1228
G em any 0.065 025 0.079 027 0.040 020
G reatBritain 0074 026 0.054 023 0113 032
Taly 0.036 019 0.043 020 0.023 015
France 0074 026 0.090 029 0.044 021
Norway 04137 034 0167 037 0.080 027
Sw eden 0.092 029 0.086 028 0103 030
Denmark 0.065 025 0.078 027 0.042 020
Canada 0.050 022 0.031 017 0.087 028
United States 0.092 029 0.052 022 0168 037
Japan 0.051 022 0.034 018 0.083 028
Portugal 0.069 025 0.068 025 0.070 026
Sw itzerland 0167 037 0199 040 0108 031
New Zealand 0.028 016 0.021 014 0.039 019

1.000 1.000 1.000

2 B ach educational certificate denotes the highest level of educational attainm ent.
13 BEach educational level denotes the highest Jevel of educational attaim ent. The levels of educational atainm entare
specified atam ore aggregated level given the differences in the education system s across the nations analysed.
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Table 3 : Selected Summ ary Statistics: Mtermational Social Survey Programm e, 1997

Country AllEmployees Perm anentC ontract F ixed+ermm Contract
Number Number Proportion Number Proportion
G erm any 571 451 0.790 120 0210
G reatBritain 649 309 0476 343 0524
Taly 315 248 0.787 67 0213
France 655 511 0.780 144 0220
Norway 1201 964 0.803 237 0197
Sweden 806 496 0615 310 0385
Denmark 571 450 0.788 121 0212
Canada 441 179 0406 262 0594
United States 806 300 0372 506 0628
Japan 448 186 0415 262 0585
Portugal 597 393 0.658 204 0342
Sw itzerland 1466 1123 0.766 343 0234
New Zealand 245 121 0494 124 0506
8771 5733 0.654 3038 0346
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Table 4 : ProbitAnalysis: W ho is Em ployed under a Perm anentC ontract?
D ependantVariable = Perm anentC ontract: British SocialA thtudes Survey, 1997 .
Specification (i) Specification (i) Specification (iii)

Vardiable Coef T-Sstat Coef T-Stat Coef T-Stat
Constant -0 4698 0436 -1.8836 3414 -1.0392 -1207
Index ofhow likely to Jose your Job 01399 1787 01369 <1753 01306 -1 690
Index ofhow likely to find another job -0.0391 0581 0.0367 0548 -0.0250 -0380
Absence hdext* 0.0491 3156 0.0498 3185 0.0479 3120
Job security being In portantto you index 01356 2140 01359 2148 01377 2201
OnlyW ork ashard as Thave to 01354 0535 01344 0533 01234 0496
C om e hom e exhausted 02658 2.766 02485 2612 02422 2 555
F Ind w ork stressful 0.0570 0.622 0.0666 0.733 0.0589 0.654
U sespastw ork experience in job -0.0914 0568 01040 0650 -01015 -0639
EducationalSkills ]inpor@nt15 03113 21982 03180 2025 03010 -1 950
Training Skills Tn portant® 05158 2550 05316 2638 05478 2784
G ood M anagem entEm ployee Relationship 0.0616 0362 0.0383 0226 0.0361 0216
Job Satisfaction ndex 01460 2576 01463 2583 01360 2429
Proud to beworking formy firm 0.0989 0348 01006 0356 0.0958 0340
Expectrealwages to increase nextyear 02483 1329 02383 1283 02356 1285
Expectnos.ofemployees to ncreasenextyear 03777 2044 03573 1950 03766 2066
W ork place iswell run 01874 1130 01740 21052 01584 0973
W ould tum down m oremoney to stay -0.8877 2186 0.8487 2098 0.7468 1871
D egree 05150 1415 01679 0596 - -
Further Education -0.0361 0132 01691 -0 656 - -
A level 05205 1.866 04163 1542 - -
GSCE GradesA to(C) 02201 0959 01825 0.801 - -
GSCE G radesbelow C) 0.0902 0358 0.0664 0264 - -
Male 02509 1509 02458 1484 02392 1467
W hite 01205 0399 01528 0507 01610 0536
M arried 01276 0874 01319 0906 01190 -0 825
Years n Labour Force 0.0089 0415 0.0103 0480 0.0036 0170
Years in Labour Force? -0.0001 0183 -0.0001 0086 -0.0001 -0.020
Years of Education -0.0849 -1 522 - - 00361 -0.899
TradeUnion M ember 0.0020 0.013 0.0176 0111 -0.0093 -0.060
Fim Size:25< n< 99 0.0303 0178 0.0320 0188 0.0334 0199
Fim Size:100< n<499 03527 1.857 03506 1.849 03269 1.738
Fim Size:n> 500 03202 1532 03022 1453 03156 1534
PartTine -0 2538 1211 02689 21284 02917 -1 409
Public Sector -0.0152 0092 0.0279 0168 0.0246 0150
Professional 04121 1281 03392 1.069 03958 1256
M anager/Adm hnistrator 0.0333 0150 0.0315 0143 0.0542 0253
W hite Collar (C lerical& sales) 01349 0.794 01158 0.686 01171 0.713
Log likelihood 2582878 259 4594 262 4358
Restricted Log Likelihood 343 5734 343 5734 3435734
ChlSquaIe Statistic 1705712 37df 1682279 36 df 162 2752 32df
Psuedo R? 05770 05741 05651
Sample Size 507 507 507

 The absence index is constructed from a question asking individuals to Indicate n which group their num ber of days
absent lies. The m idpoints of each group w ere then used t© construct the ndex of absence behaviour. The values are as
follow s; zero days, 2 5 days, 8 days, 15 days and 25 days. The other Indices used in the above analysis are based on
five pointscalesw ith 5 being the highest level.

5 gkills developed atschool, college oruniversity im portentin job.’

6 \gkills developed In training are im porantn jb.’
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Table 5:M arginalE flects: W ho is Employed under a Perm anentC ontract?"’
D ependantVardable = Perm anentC ontract: British Social A thtudes Survey, 1997

Variable Specification
@ (i) (i)

Constant 01829 0.7335 04048
Tndex ofhow likely you are to Jose your Job 00544 00533 -0.0509
Tndex ofhow likely you are to find another job 00152 -0.0143 -0.0098
Absence Index 0.0191 0.0194 0.0187
Job security being im portantto you ndex 0.0528 0.0529 0.0536
OnlyW ork ashard as Thave to 00527 -0.0523 -0.0481
C om e hom e exhausted 01035 0.0968 0.0943
F ind work stressfil 0.0222 0.0259 0.0229
U ses a lot/alm ostall pastw ork experience in Job 00356 -0.0405 -0.0395
Skills developed atschooliollegefmiversity mportantin pb 01211 01238 01172
Skills developed in training are In portantin job 02008 02070 02134
G ood relations betw een m anagers & employees 0.0240 0.0149 0.0141
Job Satisfaction ndex 0.0568 0.0570 0.0530
Proud to beworking formy firm 0.0385 0.0391 0.0373
Expectrealwages to Increase nextyear 0.0966 0.0928 0.0918
Expectnum ber ofem ployees to increase nextyear 01470 01391 01467
W orkplace iswellrun 00729 00678 -0.0617
Iwould tum down m oremoney to stay 03455 03305 02909
D egree 02005 0.0654 -
Further Education 0.0140 -0.0659 -
A level 02026 01621 -
GSCE GradesA () 0.0857 0.0711 -
GSCE (Gradesbelow C) 0.0351 0.0258 -
Male 0.0976 0.0957 0.0932
W hite 0.0469 0.0595 0.0627
M arried 0.0497 00513 -0.0464
Years In Labour Force 0.0035 0.0034 0.0014
Years in Labour Force’ 00001 -0.0001 -0.0001
Years of Education -0.0330 - 00141
TradeUnion M ember 0.0008 0.0068 -0.0036
Fim Size:25< n< 99 0.0118 0.0125 0.0130
Fim Size:100 < n<499 01373 01365 01273
Fim Size:n> 500 01246 01177 01229
PartTine 00988 01047 01136
Public Sector 0.0059 -0.0108 0.0096
Professional 01604 01321 01542
M anager/Adm nistrator 0.0130 0.0123 0.0211
W hite Collar (C lerical& sales) 0.0525 0.0451 0.0456
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Table 6 : ProbitAnalysis: W ho is Em ployed under a Perm anentC ontract?
D ependantVardable = Perm anentC ontract: Tntemational Social Survey Programm e, 1997

Variable

Specification (i)
Coef T-Sat

Specification (i)
Coef T-Stat

Specification (iii)
Coef T-Stat

Constant

-1.8801 10952

1684 -11.637

18905 11213

Index ofhow likely to lose ob -0.0963 7688 -0.0960 7669 -0.0962 -7 688
Index ofhow likely to find another job 0.0061 0447 0.0049 0360 0.0066 0489
Absence Index -0.0020 0751 -0.0021 0782 -0.0022 03830
Job security Im portance index 0.0035 0190 0.0011 0.058 0.0043 0231
OnlyW ork ashard as Thave to 0.0935 1936 0.0884 1.833 0.0928 1922
C om ehom e exhausted 0.0956 4878 0.0940 4803 0.0948 4 839
F Ind work stressful 0.0904 4 647 0.0908 4672 0.0907 4 663
U sespastw ork experience In job 0.0603 1608 0.0646 1.725 0.0595 1587
EducationalSkills In portant 0.0495 1396 0.0566 1607 0.0465 1317
Traning Skills In portant 02622 5900 02649 5965 02673 6.022
G ood m ang-em p relations -0.0220 0610 -0.0222 0613 00211 -0 585
Job Satisfaction ndex 01566 12.062 01556 11998 01561 12038
Proud to beworking formy firm 0.0753 2089 -0.7404 2054 00757 22100
W ould tum down m orem oney t stay 01442 3582 01434 3563 01441 3581
D egree -0.0082 0147 0.0414 0.813 -
Secondary Education 0.0773 1.768 0.0825 1.893 -

Prin ary Education 01083 1729 01347 2193 -

Male 0.0762 2316 0.0762 2317 0.0740 2253
M arried 0.0154 0455 0.0190 0564 0.0133 0393
Years n Labour Force 0.0526 8.854 0.0554 8.735 0.0569 8974
Years in Labour Force? -0.0008 7433  -0.0008 7489 -0.0009 7644
Years of Education 0.0139 2133 - 0.0152 2670
Trade Union M ember 02221 5812 02235 5.850 02236 5857
PartTine 04008 8566 03998 8548 04008 8570
Public Sector 01019 2625 -0.0925 2399 -0.0988 2552
Professional 01300 2526 01493 2950 01232 2418
M anager/Adm histrator 03707 4 555 03862 4767 03643 4494
W hite Collar C lericaland Sales 02118 4079 02162 4168 02204 4253
G emany 0.0425 4 552 04173 4473 03862 4256
Taly 05069 4 976 05015 4 925 05225 5160
France 05141 6.096 05198 6170 05295 6398
Norway 02493 3100 02361 2945 02551 3221
Sweden -0.0586 0687 -0.0606 0710 -0.0675 0303
D enmark 01047 1.084 0.0878 0912 0.0997 1.084
Canada -0.7060 7529 06955 7431 07101 -7 639
United States 05964 6404 05812 6263 05645 6219
Japan 04516 5090 04403 4971 04366 5.068
Portugal 02041 2404 01673 2014 01800 2152
Sw itzerland 02580 3.079 02281 2.762 02913 3717
New Zealand 0.0476 0425 0.0457 0408 0.0506 0452
Log likelihood -4563.784 4565149 4568211
Restricted log likelihood -5658.783 -5658.783 -5658.783
ChlSquare Statstic 2189998 40 af 2187270 39df 2181145 374f
Psuedo R* 05069 05065 05061
Sample Size 8771 8771 8771
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Table 7:M arginalE flects: W ho is Employed under a Perm anentC ontract?
D ependantVariable = Perm anentC ontract: Tntemational Social Survey Programm e, 1997

Variable Specification
@ (i) (i)

Constant 06793 06084 06833
Tndex ofhow likely you are to Jose your job 00348 -0.0347 -0.0348
Tndex ofhow likely you are to find another Job 0.0022 0.0018 0.0024
Absence Tndex -0.0007 -0.0008 -0.0008
Job security being im portantto you index 0.0013 0.0004 0.0015
OnlyW ork ashard as Thave to 0.0338 0.0320 0.0335
C om e hom e exhausted 0.0345 0.0340 0.0343
F ind work stressfil 0.0327 0.0328 0.0328
U ses a lot/alm ostall pastw ork experience in Job 0.0218 0.0233 0.0215
Skills developed at school/collegeiniversity m portantin job 0.0179 0.0205 0.0168
Skills developed in training are In portantin job 0.0947 0.0957 0.0966
G ood relations betw een m anagers & employees 0.0080 -0.0080 -0.0076
Job Satisfaction ndex 0.0566 0.0562 0.0564
Proud to work for firm 00272 00268 0.0274
W ould tum down m orem oney to say 00521 00518 -0.0521
D egree -0.0030 0.0149 -
Secondary Education 0.0279 0.0298 -
Prin ary Education 0.0391 -0.0487 -
Male 0.0275 0.0275 0.0268
M arried 0.0056 0.0069 0.0048
Years n Labour Force 0.0203 0.0200 0.0206
Years in Labour Force? -0.0003 -0.0003 -0.0003
Years of Education 0.0050 - 00055
TradeUnion M ember 0.0803 0.0808 0.0808
PartTine 01448 01445 01449
Public Sector 00368 00334 0.0357
Professional 0.0469 0.0539 0.0445
M anager/Adm histrator 01339 01395 01317
W hite CollarC lerical& sales 0.0765 0.0781 0.0796
G emm any 01536 01508 01396
Taly 01831 01812 0.1888
France 01858 01878 01914
Nomway 0.0901 0.0853 0.0922
Sweden 00212 00219 -0.0244
Denmark 0.0378 0.0317 0.0360
Canada 02551 02513 02567
United States 02155 02100 02040
Japan 01632 01591 01578
Portugal 0.0738 0.0605 0.0651
Sw itzerland 0.0932 0.0824 01053
New Zealand 0.0172 0.0165 0.0183
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Table 8: Hourly W ages and F ixed-term C ontracts

D ependentVariable = Log H ourly W age: British Social A thtudes Survey 1997 (Sample = A1lEm ployees)

Specification (i) Specification (i) Specification (i)
Variable Coef. T-Stat. Coef. T-Stat. Coef. T-Stat.
Constant 0.8052 2399 12236 11584 01113 0435
Perm anentC ontract 01421 2802 01394 2.750 01435 2.796
Years In Labour Force 0.0256 3623 0.0251 3558 0.0259 3637
Years in Labour F orce’ -0.0005 3343 -0.0005 3410 -0.0005 3308
Years of Education 0.0257 1313 - 0.0733 5191
D egree 04223 3447 05257 5597 -
Further Education 03491 3.810 03859 4 421 -
A level 01940 2.054 02246 2451 -
GSCE GradesA to C 0.0756 0935 0.0858 1.065 -
G SCE G radesbelow C 0.0556 0.608 0.0631 0.691 -
U ses pastw ork experience in job 0.0695 1203 0.0755 1312 0.0722 1235
Education Skill Im portant 0.0236 0419 0.0250 0444 0.0646 1149
Traning Skills In portant 0.0592 0876 0.0550 0.814 0.0721 1.060
Professional 01541 1404 01824 1694 02065 1873
M anager/Adm nistrator 03641 4762 03679 4813 04477 5955
W hite CollarC lerical& sales -0.0080 0142 0.0002 0.003 0.0299 0534
F-Statistic 1349 15 491 45 14 31 14 4954 17 58 10 4964
M ean Log Hourly W age 19352 19352 19352
Ad;'ustedR2 02702 02691 02468
Sample Size 507 507 507

Table 9:Hourly W ages and F ixed-term C ontracts

D ependentVariable = Log H ourly W age: Tntermational Social Survey Programme 1997 (Sample = AIlEm ployees)

Reported Results: Estim ated C oefficientofthe Perm anentC ontractD ummy Variable

Specification (1) Specification (1) Specification (i)
Country Coef. T-Stat. Coef. T-Stat. Coef. T-Stat.
G emany 02527 5318 02551 5342 02504 5287
France 01529 3189 01758 3634 01347 2753
United States 0.0080 0130 0.0096 0156 0.0108 0175
Canada 0.1416 2.004 01450 2.056 01499 2121
Japan 01688 2744 01659 21702 01773 2877
Taly 00614 0532 -0.0488 0418 00783 0682
New Zealand 02094 2228 02063 2206 01690 1734
Sw itzerland 0.0001 0.020 0.0001 0.024 0.0001 0698
Demark -0.0233 0478 -0.0346 0701 0.0213 0410
Norway -0.0001 2808 -0.0001 3058 -0.0001 2 809
Sweden*® 03824 2801 03786 2775 03819 2799
Portugal 01187 2815 01518 3398 01115 2 605

8 G iven daa availability w e used m onthly rather than hourly w ages for Sw eden.
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Table 10: M Incerian W age Equation for Perm anentEm ployees

D ependantVariable = Log W age: British Social A thtudes Survey 1997

Specification (i) Specification (i) Specification (i)
Variable Coef. T-Stat. Coef. T-Stat. Coef. T-Stat.
Constant 1.0623 2428 15491 8576 05574 1533
Years In labour force 00191 2037 0.0186 1971 0.0175 1.809
Years in labour foree -0.0003 -1861 -0.0004 -1 922 -0.0003 -1 655
Years of Education 0.0289 1143 - 0.0698 3619
D egree 04218 2.637 05303 4142 -
Further Education 03883 3.066 04252 3462 -
A level 02068 1614 02367 1903 -
GSCE GradesA toC 01028 0917 01108 0988 -
G SCE Gradesbelow C 01793 1385 01919 1483 -
U ses pastw ork experience in job 01903 2621 01962 2698 01933 2577
Education Skills In portant 0.0402 0570 0.0421 0594 0.0886 1246
Training Skills In portant -0.0585 0568 -0.0707 -0.682 -0.0220 0209
Professional 01103 0.799 01429 1.064 01228 0.866
M anager/Adm nistrator 03553 3492 03637 3572 04186 4109
W hite CollarC lerical& sales 0.0316 0422 0.0415 0554 0.0474 0618
LAM BDA -02606 2151 02775 2 266 03129 2470
F-Statstc 8461555545 907 14 553 a5 11.09 10 587 g4
M ean Log H ourly wage 20317 2.0317 2.0317
Adjusted R 02735 02757 02536
Sample Size 298 298 298

Table 11 :M ncerian W age Equation for F xed-term C ontractEm ployees

D ependantVariable = Log W age: British SocialA thtudes Survey 1997

Variable Specification (i) Specification (i) Specification (iii)
Coef. T Stat. Coef. T Stat. Coef. T Stat.

Constant 0.7421 1381 12452 8180 0.0914 0241

Years In labour force 0.0326 3.031 0.0320 2973 0.0347 3181

Years in labour foroe’ -0.0006 2734 -0.0006 2.765 -0.0006 20717

Years ofeducation 0.0314 0986 - 0.0826 3915

D egree 03651 1.807 05069 3568 -

Further Education 03001 2232 03516 2822 -

A level 01105 0.747 01461 1.017 -

GSCE GradesA o C 0.0250 0212 0.0417 0358 -

G SCE G radesbelow C 01019 0802 021010 0.794 -

U sespastw ork experience n job 01771 -1 865 021730 1823 01605 -1 667

Education Skills In portant 0.0665 0641 0.0774 0.749 01097 1.063

Training Skills In porant 01462 1.096 01293 0968 01431 1.054

Professional 01070 0562 01259 0.667 02033 1.072

M anager/Adm nistrator 03980 3327 03935 3283 04721 4043

W hite CollarC lerical& sales -0.0592 0696 -0.0506 0596 0.0129 0143

LAM BDA 0.0143 0123 0.0279 0240 0.0092 0078

F-Statstic 46515 193 df 49214 194 df 59910 198 df

M ean Log H ourly wage 1.7977 1.7977 1.7977

AdeLstedR2 02081 02088 01934

Sample Size 209 209 209
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Table 12 : Hourly W ages and F Ixed-term C ontracts

D ependentVariable = Log H ourly W age: Intemational Social Survey Programme 1997 (Sample = AIllEm ployees)
Reported Results: Estin ated C oefficientof the Tteraction Term sbetween H ghest vel of Education and the Perm anentC ontractDummy Varabk'

C ountry Prin .Ed*Pemanent  Second.Ed.*Permanent D egree*Perm anent
Coef. T Stat. Coef. T Stat. Coef. T Stat.
G erm any -.1838 3583 -0.0153 0191 03945 6114
France 03804 3252 01719 3262 03662 6281
United States 01670 0319 0.0723 -0.756 02418 1375
Canada 01286 0312 01988 1550 03846 2528
Japan 02633 -1520 02035 -1 552 02921 2.021
Taly 0.0209 0.088 0.0610 0529 05344 2747
New Zealand 08169 -1 865 -0.0536 0345 04254 3.018
Sw itzerland - - 02325 3.723 04836 7218
D enm ark - - 0.0815 1360 02245 3535
Norway 02827 1.646 0.0011 0.016 02319 3170
Sweden 05689 2478 04659 2080 02030 0902
Portugal 02135 3287 04320 4940 0.8849 9244

9 The eamings equations adoptthe form of gpecification (i) in Table 8.
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