

















































































































ployment. Data from 1983 is from the OECD’s Corporate Data Environment, Table Employment
by permanency of the (main) job. Data for Finland in 1995 and 1996 and for Norway are from
Eurostat. Data for Sweden are provided by the Statistics Sweden (scB). Lacking information

prior to 1983, we have chosen not to extrapolate the data.
D Combined Regions and Periods

Table D1: The FWCP estimated at 0, -2, -5, and —m percent real wage growth. p-values in parentheses.

DRWR evaluated below

0 percent —2 percent —5 percent —7 percent

Region Period S Y Fwcp Y Fwcp Y rFwcp Y Fwcp
Anglo 1970-79 698 245 0.048 143 0.103 38 0.248 0 1.000
(0.087) (0.015) (0.010) (0.190)

Anglo 1980-89 1149 564 0.029 269 0.110 103 0.155 26 0.453
(0.118) (0.003) (0.020) (0.001)

Anglo 1990-94 595 286 0.019 89 0.168 25 0.146 59 0.186
(0.322) (0.022) (0.235) (0.039)

Anglo 1995-99 519 179 0.003 67 0.062 22 0.137 68 0.020
(0.500) (0.303) (0.271) (0.452)

Core 1970-79 794 86 0.177 23 0.406 5 0.585 4 0.515
(0.014) (0.003) (0.019) (0.083)

Core 1980-89 1183 430 0.033 136 0.163 18 0.434 40 0.305
(0.128) (0.003) (0.004) (0.005)

Core 1990-94 587 128 0.073 29 0.204 5 0.402 18 0.244
(0.145) (0.104) (0.144) (0.108)

Core 1995-99 546 144 0.063 60 0.114 20 0.062 63 0.144
(0.132) (0.108) (0.416) (0.061)

Nordic 1970-79 474 86 0.026 27 0.228 3 0.724 1 0.374
(0.400) (0.059) (0.003) (0.524)

Nordic 1980-89 888 335 0.017 182 0.068 39 0.189 3 0.665
(0.296) (0.049) (0.050) (0.019)

Nordic 1990-94 354 81 0.037 23 0.204 3  0.301 12 0.294
(0.358) (0.089) (0.369) (0.105)

Nordic 1995-99 260 13 0.310 3 0.573 0 1.000 2  0.759
(0.088) (0.074) (0.132) (0.009)

South 1970-79 258 36 —0.020 21 0.058 13 —0.088 0 1.000
(0.601) (0.442) (0.695) (0.244)

South 1980-89 497 216 0.034 168 0.038 110 0.072 5 0.446
(0.195) (0.216) (0.129) (0.105)

South 1990-94 370 150 —0.040 88 —0.039 30 0.174 4 0.482
(0.787) (0.709) (0.134) (0.115)

South 1995-99 337 113 0.093 44 0.180 15 0.161 19 0.353
(0.089) (0.075) (0.289) (0.022)

Note: See Table 1
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E Robustness

To further explore the robustness of our results, we perform an extensive sensitivity analysis of our
main approach by varying the key assumptions. More specifically, we try different assumptions
along three dimensions of the underlying notional distribution, namely the shape, the location,
and the dispersion. As to the shape of the underlying distribution, in addition to the common
distribution, we also try distributions that are country-specific and period-specific. In particular,
we construct the underlying notional distribution separately for each country (period), based on
all observations from this country (period), and then proceed with the method as before. For
the location of the distribution, we follow Knoppik and Beissinger (2003) by also trying the 80th
percentile, the motivation is that in some country-years, the median wage change is potentially
affected by DRWR, while this is rarely the case for the 80th percentile. For the dispersion of the
distribution, we consider two alternatives to the inter-percentile range. As the 35th percentile
potentially is quite often affected by DRWR, we also consider an alternative that does not rely
on any specific percentile, the mean deviation from the mean (MDEV). However, if DRWR is at
work, it will compress the left part of the distribution and thus reduce both these dispersion
measures, inducing a downward bias in our measure of downward rigidity. To avoid this, we also
measure dispersion by the predicted inter-percentile range, found in country-specific regressions of
the actual inter percentile ranges on the lagged inter percentile range; inflation; the average inter
percentile range in other countries in the same region; a trend; and a squared trend. Note that
several of these alternative measures are likely to involve considerably more random noise than
the main measures (MDEV and the 80th percentile are sensitive to outliers, while the predicted 1PR
is sensitive to prediction error). Thus, we would expect considerable variation in the estimated
FWCP. However, trying such diverse sets of measures provides information about the robustness
of the broad picture. Taken together, to construct the notional distributions we use 18 different
combinations of three distributional shapes (common, country-specific, or period-specific) x two
measures of location (median or 80th percentile) x three dispersions (IPR, MDEV, or predicted
IPR).

Figure E1 presents measures of the 18 estimates of the FWCP for each of the limits 0, —1,
—2, =5 and —m percent (that is nominal zero). The estimates from Table 1 are indicated with a
dot, a cross indicates an estimate that is significant at the 5 percent level, while the plus signs
indicate FWCP estimates that are not significant. The number above the estimates is the number
of significant estimates. We observe that while there is considerable variation in the estimates, the
main features from the Table 1 still hold. There is clear evidence of DRWR at —2 and —5 percent
growth rates in the overall sample, where 17 and 14 of the 18 FWCP estimates are significant.

There is some evidence of DRWR at zero or —1 percent, but these point estimates are closer to
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Figure E1: Estimates of the fraction of real wage cuts prevented evaluated at 0, —1, —2 and —5 percent,
and the fraction of nominal wage cuts prevented. There are 18 estimates per evaluation criteria. A cross
indicates a significant estimate at 5 percent while a plus sign indicates an insignificant estimate. The
number of significant estimates reports are reported on top of each column.

zero, and few are significantly larger than zero. The evidence for DNWR is stronger than the
evidence for DRWR, with higher FWCP estimates, where 18 are significant. In the other panels of
Figure E1, we display similar charts for time periods and regions. There is considerable variation,
yet the broad picture is not affected. Overall, there is clear evidence of DRWR, although the extent
is moderate. Significance levels and FWCPs are higher at —2 and —5 percent than at zero, and

also weaker and smaller in the South than in the other regions.
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F Symmetric Notional Distributions

Table F1: The FWCP estimated at 0, =2, =5, and —= percent real wage growth. Symmetric and country-year
specific notional distributions. p-values in parentheses.

DRWR evaluated below

0 percent —2 percent -5 percent | —m percent
Category S Y Fwcp Y Fwcp Y Frwcp Y Fwcp
All 9505 | 3092 0.023 | 1372 0.070 | 449 0.127 | 324 0.200
(0.020) (0.000) (0.000) (0.000)

Periods
1970-79 2224 | 453 0.036 214 0.041 | 59 0.170 5 0.501
(0.128) (0.207) (0.040) (0.061)
1980-89 3717 | 1545 0.018 755 0.035 | 270 0.100 | 74 0.230
(0.111) (0.073) (0.010) (0.009)
1990-94 1906 | 645 0.008 229 0.120 | 63 0.102 | 93 0.213
(0.398) (0.007) (0.194) (0.005)
1995-99 1662 | 449 0.047 174 0.167 | 57 0.219 | 152 0.159
(0.078) (0.001) (0.017) (0.005)

Regions
Anglo 2961 | 1274 0.003 568 0.067 | 188 0.134 | 153 0.124
(0.428) (0.007) (0.008) (0.029)
Core 3110 | 788 0.073 248 0.152 | 48 0.334 | 125 0.220
(0.001) (0.000) (0.000) (0.000)
Nordic 1976 | 515 —-0.012| 235 0.018 | 45 0.118 | 18 0.359
(0.693) (0.349) (0.151) (0.018)
South 1462 | 515 0.023 321 0.040 | 168 0.036 | 28 0.333
(0.224) (0.162) (0.279) (0.007)

Note: See Table 1

42



