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Summary

• The fRDB Social Policy Reforms Database
• Assessing policy endogeneity:

– Reforms in good and bad times
– Reforms and Government’s ideology
– The timing of reforms
– Reforms and political fragmentation

• Policy experiments: some applications
• Possible extensions of the database



The “fRDB Social Policy Reforms
Database”

• Period: 1987 – 2005 

• Countries: EU15 (except Luxembourg)

• 5 reforms areas:
1) Employment Protection Legislation (EPL)
2) Non-Employment Benefits (NEB)
3) Public Pension Systems (PEN)
4) Working Time (TIME)
5) Immigration Policy (IMM)

• Focus on qualitative features of reforms



Direction and Scope
Reforms are classified along two main dimensions:

1.  Direction:
Do they reduce or increase the generosity of pension 
and NEB systems? Improve working time flexibility? 
Make EPL and migration policy more or less stringent?

2.  Scope: marginal or radical reforms
(two step procedure: first a qualitative assessment, 
then we look at trends in selected time series)



Popular and Difficult Reforms
• Reforms are “politically difficult” if:

- decrease employment protection
- reduce the generosity of the pension system
- reduce restrictions to immigration
- increase rewards from participation into the 

labour market (through a reduction in non-
employment benefits or activation schemes)

• The opposite holds for “politically popular”
reforms



Policy endogeneity
• Literature on the effects of labour market 

institutions often neglects institutional 
endogeneity

• In order to identify the effects of 
institutions on labour market performance 
one has to take into account that the 
labour market itself affect the design of 
institutions

• Insights coming from the analysis of the 
determinants of reforms of these 
institutions using the fRDB dataset



Counting reforms (1986-2005)
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Reforms and Macroeconomic
Conditions

Politically difficult reforms are more likely under”bad”
macroeconomic conditions…
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Reforms and Government Ideology

Reforms and Government Ideology
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Comparative advantages? Reforms of immigration are done by
the left, employment protection by the right



The timing of reforms

Reforms and Parliamentary terms
Percentage of popular reforms
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Reforms and Governement
fragmentation

Reforms and Government fragmentation
Percentage of popular reforms
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Surprisingly, cohesive coalitions seem to implement more 
popular reforms than fragmented governments



Implications

• Need to find appropriate counterfactual in 
order to identify the effects of institutions 

• The inventory of reforms is essential in 
identifying policy experiments not only in 
terms of dates of reforms, but also of 
potential “treatment” (affected by the 
reform) and “control” (unaffected by it) 
groups 



Example: literature on EPL



But EPL is endogenous





Using the database

• 15 employees threshold: below this 
threshold, most restrictive  EPL provisions 
(art.18 of the Labour Code) are not applied

• 1990s: reforms introducing temporary 
contract

• 1990: reform tightening EPL only for firms 
with less than 15 employees (severance 
pay scheme)



Difference-in-differences
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Inaction probability

Probability of firms with less than 15 
employees not to grow above the 
threshold (stayer coefficients of 

transition matrices).  
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Extensions of the dataset

• New Member States
• Backward: long history of these 

institutions; need to cover the 1970s and 
the 1980s

• New policy areas:
– minimum wages
– family policies (reconciliation)
– training / education
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