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Abstract

This paper investigates how economic entry conditions impact the
workers’ mobility in early career. We put the emphasize on the role
played by the existence of flexible forms of employments. We ques-
tion more specifically whether fixed-term contracts could attenuate the
negative impact that bad economic entry conditions may have on the
integration process. While short-term contracts are often considered
as a “stepping stone” to permanent employment, they may also lead
to lasting precarious trajectories. The use of temporary contracts may
be different in depressed and good times, so that the immediate and
lasting consequences of the occurrence and duration of this form of em-
ployment may differ according to the initial labour market conditions.
To analyze the impact of the business cycle on the transitions process
in early career, we analyze and compare the trajectories made during
the first 3 to 5 years on the labour market by workers that graduated
and entered the French labour market at four periods marked by dif-
ferent economic conditions (1992, 1998, 2001 and 2004 respectively).
To carefully model the dynamic process underlying labour market tra-
jectories, we use a multi-spell multi-state transition models. For each
cohorts, we model the impact of observed and unobserved individual
characteristics and of previous events experienced on the labour mar-
ket. We observe strong discrepancies in the integration processes of
new entrants, depending of the economic situations.
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Introduction

France, like many European countries, has widely enhanced the labor
market flexibility since the middle of the 1980s. Fixed-term contracts and
agency temporary work is now widely spread, and accounts for the major
part of hirings: on May 2006, more than the two-thirds of hirings in the
French private sector were signed under fixed-term contracts. Labor market
consequences of short spells on workers’ career have been widely debated,
following the seminal paper by Booth et al (2002). Fixed-term contracts
give to a population without professional experience the opportunity to get
a job that could be a “stepping stone” to regular job. In a context where the
signals sent by diplomas are blurred because of the massive democratization
of high education, the multiplicity of diplomas and the inflation of degrees,
firms might hesitate before hiring on a permanent contract young workers
without work experience. Fixed-term contract is indeed used as a prolonged
trying period which can end up to a definite hiring. On the other side,
some worried that individuals in short-term employment could be trapped
in “dead-ends” and that flexibility results in increasing duality of the labour
market.

If substantial empirical literature has explored this so-called stepping
effect effect, evidence is still rather mixed and few clear-cut conclusions
can be found. The impact of fixed-term contracts depends widely on in-
stitutional context: temporary contracts are more likely to give access to
permanent employment in flexible than in regulated labour markets. Booth
et al (2002) e.g. conclude to a stepping-stones effect of temporary contract
in Great Britain, while Giiell and Petrongolo [2007] or Garcia-Pérez and
Munoz-Bullén [2009] find negative results for Spain.

While young workers are mainly concerned by this evolution of the em-
ployment!, little is known on the consequences of prevailing economic con-
ditions at the time workers enter the labour market on this stepping-stones
effect. Yet growing empirical evidence suggests that they could have signif-
icant effect on workers’ career. The “bad luck” youth that graduates in a
recession will suffer important wage losses, that could be long to fade (Ore-
opoulous et al, 2008). As shown by Bachmann et al (2010), this effect is
partially offset by job mobility, that could act as an adjustment mechanism
in such a way as to reduce initial wage gaps. This suggests that the impact
of short-term contracts on career could widely differ according to economic
conditions.

This paper precisely explores how economic conditions impact the career

Tn 2004, more than a young French worker out of five works on a temporary contract



beginning of graduates, putting emphasize on the role of fixed-terms con-
tracts. More specifically we question whether short-terms contracts could
attenuate bad economic entry conditions, and for whom. We also look
whether some occupations are more prone to give better chance to work-
ers, and which ones.

We have access to surveys that provide very detailed information on (at
least) the first three years of labor market experience of young graduates.
The samples of these repeated surveys are constituted on the “generation”
of young people that graduated respectively in 1992, 1998, 2001 and 20042,
thus periods corresponding to sharply different economic conditions. Indi-
viduals that begun their career in September 1992 experiment in the early
1993 the worst recession of the French post-war period, except the 2008-
2009 recession. On the contrary, those that graduated in 1998 were lucky
to benefit of very favorable economic situation. In an attenuated way, 2001
and 2004 correspond also to respectively a depressed situation and an eco-
nomic recovery. The originality of these surveys is that they are sampled on
new beginners on labor force, providing a large sample of this population.3
These surveys provide also information on individual characteristics as well
as on characteristics on job and occupation.

In order to carefully model the dynamic process underlying labour mar-
ket trajectories, we use a multi-spell multi-state transition models, following
Bonnal et al (1997) (see Doiron and Ggrgens [2008], Gagliarducci [2005] or
de Graaf-Zijl et al [2010] for more recent uses of this method). By assuming
that the instantaneous hazards are governed by mixed proportional haz-
ards processes (Lancaster [1990], van den Berg [2001]), we can distinguish
between duration dependence and observed and unobserved characteristics.
Because we model work history from the exit from schooling, we take job
mobility as endogenous and identify lagged duration dependencies (Horny
and Picchio [2009]). We consider three main determinants for mobilities
on the labour market: observed and unobserved individual characteristics
(gender, nationality and level of education), previous events on the labour
market (lagged duration and state dependencies), conditions at entry on
the labour market (economic environment at the beginning of the consid-
ered spell).

Thanks to our large sample size, we provide estimations separately for
men and women. Lagged duration is modeled by a detailed piecewise func-
tion, in order to capture non linear effects of lagged duration dependencies.

2The current version does not include results for the 2004 entry cohort. These results
will be available in a future version.
3The sample size goes from 10,000 to 65,000 graduates depending of the survey.



First estimates suggest strong discrepancies in the mobility in early career
depending on the position in the business cycle. The transition from fixed-
term contracts to permanent employment appears much less frequent for
individuals that graduate during the recession in 1992 than for those that
begin their career during the buoying economic situation in 1998. These
impacts do not disappear with time.

The paper is organized as follow: we begin by giving a short review
of theoretical literature that tries to give some insight on the motivations
on the use of short-terms contracts. We then present the French economic
business cycle over the considered period. We then present the econometric
method and finally the results.

1 Existing Literature

In continental Europe, the use of short-term contracts was introduced in
the 80s and in the 90s as a way of curing the “eurosclerosis” (Bentolila and
Bertola [1990]). In otherwise strictly regulated labour market, with high
firing costs and labour protections, fixed-term contracts allow firms to reg-
ulate economic fluctuations. When its economic perspectives are uncertain,
a firm will less hesitate to hire new workers when it does not anticipate
large dismissal fees in case of economic slowdown. Frictions in the matching
process also justify the use of fixed-term contracts as a screening device. As
employers do not observe all characteristics of the applicants for a job and
cannot perfectly predict the workers’s productivity or the outcome of the
match, they can use temporary contracts as a screening tool for permanent
employment (Houseman et al. [2003]), as well as a way of increasing work-
ers’ productivity: Engellandt and Riphahn (2005) found positive impact of
fixed-term contracts on the worker’s “motivation”, as measured by the job
absence and supplementary hours.

All in all, the consequences for workers are unclear. Economic theory pre-
dicts that higher flexibility increases hiring, but also lay-offs (see eg Bentolila
and Bertola [1990] or Ljungqvist [2002]). The use of fixed-term contracts as
screening device is particularly relevant for young workers, who have lim-
ited (or no) and thus uninformative work experience*. For these reasons,
fixed-term contracts can be use a “stepping stones” to regular employment.
Besides, they could attenuate the consequences of economic slowdown.

However, temporary agency works and fixed-term contracts could also
result in entrapment. Temporary contracts, or secondary sector jobs offer

“Especially in countries with low level of transparency of the educational system (An-
dersen and von de Werfhorst [2010])



poorer opportunities for acquisition of skills: given that temporary employ-
ees have a shorter expected job duration, they are offered less training (Ace-
moglu and Pischke [1998]; Acemoglu and Pischke [1999]) or are less inclined
to invest in specific human capital as they expect to leave the firm soon
(Booth et al., 2002). Eventually, the result is a dual labour market described
by Doeringer and Piore (1971), composed by on the one hand a primary
labour market segment offering well-paid positions with good working con-
ditions and structured career ladders, and on the second hand a secondary
segment entailing short-term, low-paid work with no career prospects. This
situation could occur when the flexibility was only partial, and fixed-term
contracts coexist with very strict regulated labour force (as it was the case in
Spain, see e.g. Bentolila and Dolado [1994], or in a smaller extent in France).

Institutional settings explain partly why the conclusions of the empirical
literature on the impact of short-term contracts was not clear cut. While
results are unanimously negative for Spain (Amuedo-Dorantes [2000], Giiell
and Petrongolo [2007], Garcia-Pérez and Munoz-Bullén [2009]), they are
mixed for others countries. Gagliarducci (2007) for instance finds that ac-
cess to permanent employment increases with tenure but decreases with job
interruption. These effects vary a lot according to heterogeneity.

The role of short-term employment in business cycle was analyzed at
the macro level. While the micro-level literature that emphasized the het-
erogeneity of the labour force, to our knowledge no empirical paper has
attempted yet to link flexible work arrangement and business cycle. Poor
economic conditions increase the risk of incidence of long unemployment
and/or the fact of beginning careers by fixed-term contracts. As in the
model of “job queue”, one could assume that best candidates have accessed
to short-term contracts in case of economic recession, while they have di-
rectly accessed to regular job when the economic climate is better. Recently,
there have been a renewed interest for the potential importance of the initial
labour market conditions on career path and wages. A growing number of
studies have started to investigate the impact of facing with a recession at
entry on the labour market on initial wages differentials and long-run wage
profiles (Oreopoulos et al. [2008], Brunner and Kuhn [2009], Bachmann
et al. [2010]). Overall, the literature suggests that entering in a recession
leads to a significant initial wage penalty. It also shows that the degree of
persistence of the initial wage penalty depends on the possibilities for the
workers to move to higher paid jobs or to renegotiate their wage. In part
of the literature, job mobility is understood as an instrument in the wage
adjustment process (Oreopoulos [2006], Oreopoulos et al. [2008], Bachmann
et al. [2010]).



2 Labour market conditions in France over the
1990s and 2000s

The Generation Surveys correspond to very different entry conditions.
The period from 1992 to 2004 corresponds indeed to almost two entire busi-
ness cycles (see Figure 1). Figures 2 display the evolution of unemployment
rates by age group over the period. Young workers were the most affected
by economic fluctuations.

In 1993, France experienced the first recession of the post-WWII period.

Hirings drop from around 3 million in 91/92 to 2 740 000 en 93/94 (LFS).
This affects especially young workers whose unemployment rate increases
over the period from 19.4% in 1991 to 27.5% in 1994. The 1992 gradu-
ates thus face very difficult economic situation in their early career. In this
depressed economic context, one could assume that highly educated young
workers are pushed to accept lower skilled jobs, while the less educated are
excluded from employment.
By contrast, the 1998 generation has benefited of a much favorable period,
as they entered the labor market with the beginning of an economic re-
covery. The situation of the two following generations are similar, in an
attenuated way. The first two years in the labor market of the 2001 gen-
eration corresponds to period of low economic growth (but not so bas as
the 1992 generation), while the first two years of the 2004 corresponds to a
rather good situations (but not so good as the 1998 generation).

Figure 1: GDP growth rate
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Figure 2: Evolution of the unemployment rate by age group
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The institutional regulation of the labor market was rather stable during
the period. All regulations rules happened between 1986 and 1990 (see
Givord and Maurin [2004] for a discussion of its impact on labor instability).

3 Data

3.1 3 waves of the Generation survey

We use different waves of a large scale survey, named Génération, which
is regularly conducted by the French Center for Research on Qualifications
(Céreq). The aim of this survey is to precisely document and analyze the
first years on the labour market of young workers, at all levels of education.
It provides detailed information on the sociodemographic characteristics and
work history of a representative sample of individuals who left school for the
first time in a given year. Depending on the wave, sampled individuals are
followed from 3 to 7 years. The first interview is conducted 3 years later after
school completion and follow-up interviews, if any, occurs every 2 years.

We use the surveys of 1992, 1998 and 2001°. In the first survey, Gen-
eration 1992, we have information for about 27 000 individuals that left
school in 1992 (20% of the 640 000 school leavers of this year). The second
survey, Generation 1998, is conducted on approximatively 54 000 (out of
742 000) school leavers of 1998. There were 25 000 out of 760 000 school
leavers sampled for the 2001 edition. For the 1992 and 1998 cohorts, we

SWe intent to extent the analysis and include a fourth wave, that was interested on
about 65 000 school leavers of 2004. Data are not available to us yet.



have labour market history over 5 years, from 1992 to 1997 and from 1998
to 2003 respectively (see Figure 3). On the contrary, school leavers in 2001
are followed for only 3 years, from 2001 to 2004.

Figure 3: Calendar months of observation for each entry cohort
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The sample scheme and size of these surveys, as well as the level of de-
tail in the description of work histories, makes it a privilege source for our
research question. For instance, the follow-up is longer and the sample size
bigger than what we would get from Labour Force Surveys. Information is
retrospective, but is to our knowledge reliable, and should not worry about
recall bias that would make us miss short spells: given that the respondents
are in the phase of integration on the labour market, we can assume that
they seriously keep track of all their transitions on the labour market (for
instance, they need to regularly update their CV).

Respondents describe with great detail all job, training, unemployment
and inactivity spells they experienced between school completion and the
day of the interview. Work history is reported on a monthly basis. For
a given employment spell, we know the type of contract, firm size, sector
of activity, wage, detailed occupation and the dates of start and end. We
know whether the worker was on part or full time, but we have no further
information about the number of hours worked. For this reason we do not
consider wages in our analysis.

It is worth noticing that changes of contract or occupation in a given
firm are reported, so that we observe if a temporary contract is converted
into a permanent contract, or if a worker had consecutively two fixed term
contract with the same employer. In the 1998 and 2001 surveys, we know



when such changes occurred. The 1992 survey however only reports if there
was a change of contract, but do not know when. We will be careful in the
comments of our results of this limitation of the 1992 data.

We restrict our samples to individuals who were 16 or above at school
completion. We distinguish 2 to 4 types of contracts. As a first step, we
consider permanent and temporary employment. In future work we plan to
disaggregate temporary employment and to distinguish between subsidized,
temporary agency and regular fixed-term contracts. To limit the number of
transitions to model in the econometric analysis, we aggregate unemploy-
ment and inactivity in a non employment state.

Table 1 gives the main characteristics of each of the three samples. Entry
cohorts have very different characteristics, especially in terms of level of
education. The 2001 entry cohort is much more educated than the previous
ones. The share of women among the 2001 school leavers is also greater.
With respect to ethnicity, the three cohorts are similar, even if the share of
non French workers increases over the period.

Composition effects may explain part of the differences observed on in-
tegration processes, independent on economic business and institutions. We
will take advantage on the high level of detail in the schooling variables
and carefully control for education in our econometric analysis. Table 10 in
Appendix describes the evolution of education more precisely.

Table 1: Sociodemographic characteristics by entry cohort
1992 1998 2001

N 25593 22012 13982
% female 44.60  49.65  51.88
% non French 3.24 3.49 4.16

Level of education (in %)

no qualifications 18.05 14.84 7.04

high-school 31.74 1948  14.52
secondary 16.20  24.68  20.43
college 34.01 41.00  58.00




3.2 Descriptive analysis

For each of the entry cohort, we compute and compare transitions on
the labour market over the first 3-5 years after graduation, and focus on
the first job, if any. Table 11 reveals that each cohort have very different
trajectories on the labour market during their 3 first years of activity.

Table 2 shows that the 1992 graduates are those who took the longest
to get their first job. Dispersion is also higher, suggesting that depressed
economic conditions create more disparities among workers than good entry
conditions. Despite better economic conditions in 1998 than in 1992, a
greater share of graduates in 1998 start with a fixed term contract. They
also get their first job quicker. One can wonder whether the 1998 graduates
get a job faster because they accept more temporary employment or not.

Duration of the first job decreases with the date of graduation. With-
out further analysis, it is difficult to know whether the long average job
duration of the 1992 cohort is due to driven by a share of individuals who
get permanent employment immediately. It is worth noticing that discrep-
ancies in duration between the 2001 cohorts and the other ones may come
from the fact that the former cohort is observed for 3 years, and that we
do not distinguish within firm mobility in the 1992 survey. We will more
carefully account for this censoring problem in the econometric analysis and
but estimating a duration model on the duration to the first job.

Transitions matrices (see Table 3 reveals that the 1998 and 2001 entry
cohorts are somehow alike in terms of mobilities between states, while the
1992 cohort is particularly different. A permanent employment is more sus-
tainable for the 1998 and 2001 cohorts than for the 1992 cohort. Those
who graduate in 1992 are more likely to become unemployed after a perma-
nent contract, while those who graduate in 1998 are more likely to remain
employed, but on a fixed-term contract. A transition to permanent employ-
ment is more likely for the 1998 and 2001 cohorts than for the 1992 cohort.
For the latter, more than half of the temporary contract is followed by non
employment. Finally, if non employment spells seem longer for the 2001 and
1992 cohorts, those who graduate in good times (2001) are more likely to
get a permanent contract at the end of the non employment spell than those
who graduate during a recession (1992).

This descriptive analysis reveals how crucial it is to analyze both dura-
tions and mobilities between types of contracts to understand the impact of
economic entry transitions on early career.



Table 2: First job by entry cohort
1992 1998 2001

Duration to first job

mean 7.7 4.59 1.8

std 11.47 8.82 4.31
Duration of first job

mean 21.55 18.41 16.22

First job on fixed-term contract (%) 70.38 75.27 64.47

Table 3: Transition matrices from state j to state k given the state of origin

j/k Permanent  Fixed-term Non Censored Total
employment contract  employment
Permanent employment

1992 - 8.10 26.30 65.60 100
1998 - 12.83 15.64 71.53 100
2001 - 7.94 12.74 79.30 100
Fixed-term contract

1992 9.17 20.06 52.07 18.70 100
1998 25.15 28.01 35.10 11.74 100
2001 25.58 25.38 31.47 17.57 100
Non employment

1992 23.66 60.35 - 15.99 100
1998 20.48 69.35 - 10.17 100
2001 25.73 56.45 - 17.81 100

4 Statistical Model

4.1 Modeling transitions on the labour market

To understand job mobilities in early career, we model the individual
transitions on the labour market using multispell and multistate duration
models. By assuming that the instantaneous hazards are governed by mixed
proportional hazards processes (Lancaster [1990], van den Berg [2001]), we
can distinguish between duration dependence and observed and unobserved
characteristics. Because we model work history from the exit from school-
ing, we take all job mobilities as endogenous and identify lagged duration
and state dependencies (Horny and Picchio [2009]). Note that we do not
encounter the problem of initial conditions because we observe the transition
process from the beginning, that is from the exit from initial schooling. We
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assume for the moment that individuals do not postpone or accelerate their
entry on the labour market depending on economic conditions at the time of
graduation. This possible strategic behaviour will be carefully considered in
a future version. We consider three main determinants for mobilities on the
labour market: observed and unobserved individual characteristics (gender,
nationality, age and level of education), previous events on the labour mar-
ket (lagged duration and/or state dependencies) and conditions at entry on
the labour market (economic environment at the beginning of the considered
spell and labour market institutions).

To model the process of transitions on the labour market, we define latent
processes Uji, € R, where j = P, FTC, NE denotes the state of origin and
k a destination state reachable for state j: k € E(j) where E(j) is the set of
reachable states from j. Uj;, describes the duration needed to exit state j to
enter state k. In our first specification where we do not consider mobility be-
tween and within sectors, E(P) = FTC,NE and E(FTC) = P,FTC,NE.
In our second specification where we allow for sectoral mobility and have a
closer look at occupational choice, E(P) = P*, P°, FTC® FTC° NE and
E(FTC) = P*,P°, FTC®, FTC°,NE. In both specifications, an unem-
ployed workers can only exit unemployment to get a job on temporary or
permanent contracts, whichever the sector of activity: E(NE) = P, FTC.

The instantaneous transition rate from state j to state k at the I-th spell
in the transition process is defined as follows:

hik (w | Xn(n), E(10), E(n), vji) = hﬁ) (w) ¥ [ Xk () Bin+E(1) 0k, E(10) Kjrtvjn]

The baseline hazard hﬁ) (ul) captures the duration dependence, or the
tenure effect. X,i(7) is a vector of observed individual characteristics, in-
cluding gender, level of education, nationality and previous labour market
history, F(7;) stands for the economic conditions at the time of start of
the I-th spell and E(7p) represent the economic conditions and the degree of
labour market regulation at entry on the labour market. Finally, v capture
the effect of the unobserved heterogeneity on the instantaneous transition
from state j to state k. Unobserved heterogeneity is taken as time-invariant
over the individual trajectory on the labour market.

For the baseline hazard, we use a semi-parametric approach, with a piece-
wise constant baseline function, to get precisely estimates of the duration
dependence, and more specifically to emphasize potential non linear effects:

M
hg-(,?(ul) = exp (Za?k]l(“l €ls—1; 5])>

s=1

For a given individual ¢, we observe her L, successive transitions on the
labour market. Under the assumption of conditional independence, we have

Fuo,ooyur, | Xi) =TI flw).
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with f(u;) defined as follows:

)delmjk:

fw |, Zjg(m,m0), vjK) = (hjk:(ul | y1, Zjk(11,70), Vik) Si(w | y1, Zjk(1,70), vjk)

where S;(. | .) is the conditional survival function of the duration u; is state
VE

u
Sj(ul | Yi, ij(Tl,T(]),l/jk) = exp — Z / hjk’ (8 | ij(Tl,To),l/jk/)dS
k'eB(j) =0

1 if the spell [ is a transition from j to k

and 0 :{ 0 otherwise

5 Results

Tables 4 to 9 below shows the estimated effects of individual charac-
teristics on the transition process. Estimations are conducted separately
for each cohort, in order to allow different characteristics to affect differ-
ently the transition processes depending on the economic conditions and
labour market institutions. Estimations are also stratified by gender. This
choice is motivated on the one hand by the gender-specificity of mobilities
(Havet [2008] and Blasco and Givord [2010]) and on the other hand by the
aggregation of the unemployment and inactivity spells. We start with the
comparison between entry cohorts of the link between the main individual
characteristics and transition-specific hazard rates. Then, we analysis how
previous work history are differently correlated with mobility depending on
the economic entry conditions. Finally, we focus on the comparison of the
profiles of the hazards rates out of temporary contracts®. For concision, we
focus here on commenting results for men.

For the three considered cohorts (Tables 4 5 and 6), the diploma is
strongly correlated with the transition to and from permanent job: the
higher the level of education, the greater the instantaneous probability of
getting a permanent employment, whichever the current occupied state (be-
ing on a fixed-term contract or being not employed). Higher education also
neatly decreases the risk of losing one’s job when holding an open-ended
contract. Lastly, the higher the level of diploma, the lower the exit rate
from permanent employment to temporary contracts. These effects are in-
creasing with the level of education. Quantitatively however, the returns to

5Given that the results displayed in the version are without unobserved heterogeneity,
we cannot have causal interpretation of our results. Unobserved heterogeneity will be
integrated in the next version of the paper.
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a certain level of education seem to vary depending on the time of entry on
the labour market. Differences on the returns to education change for the
other types of transitions: in 1992, it appears that the level of education
does not affect the transitions from temporary contract to non employment.
This insignificant effect of the diploma on the transition rate from FTC to
non employment is not found for the other entry cohorts: compared to in-
dividuals that have no education, any diploma decreases the exit rate from
FTC to non employment for workers entered on the labour market in 2001.
This protective effect of the diploma is only significant for those who entered
the labour market in 1998 with a low or average level or education. having a
diploma protect less the 1998 generation (in terms of the risk of losing one’s
job, or to get an permanent job for instance) than the 1992 generation. It is
difficult to analyze whether it is due to business cycle or to a signaling effect,
as the overall qualification has increased in these generations (see table 10
in the Appendix). The impact of being non French is less prone to be sensi-
ble to this generation effect. Indeed, whereas being non French has a more
negative effect in difficult economic situation in 1992 than in 1998, it has
no impact on other types of transitions. It also decreases the instantaneous
transition from FTC to permanent job and increases the instantaneous risk
of losing a permanent job to non employment in 1998. Being non French
lengthen the time spent out of employment in 1992. This is consistent with
a higher discrimination in case of difficult economic situation. Overall, older
workers are less mobile than younger workers. This negative effect of age
is consistent across all entry cohorts and all types of transitions. This may
reflect a certain stabilization of situation with time spent on the labour
market. What is interesting now is to determine whether this stabilization
occurs sooner or later depending on prevailing entry conditions. A specifi-
cation allowing for more dynamics and more flexible age effects will allow
to answer such a question.

The baseline hazard functions measure the duration dependence, that is
whether the likeliness of one or another transition is more or less increases
or decreases with the time spent in one state. The estimates present profiles
which are highly non regular. For individuals with a fixed-term contract job,
the transition intensity to a job in open-ended contract are dramatically
smaller than those to non employment. These transitions (from FTC to
non employment) are the highest after two or three months, but decrease
afterwards. The chance of getting an open-ended job are highest between
three and six months. This results reflect the importance of temporary
contracts with a fixed duration shorter than 6 months and could reflect the
use of FTC as screening tools before a hiring on permanent contract. This
use seems however limited. In 1992, the hazard rates from non employment
to a fixed-term contract or an open-end contract decrease quickly until the
9th month of unemployment. Being unemployed or being out of the labor
force could constitute a “dead end”. The transition intensities from open-
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end job to other states are very weak (the order of magnitude is five times
smaller than for transitions from other states). Let us emphasize that for
the sake of simplicity we do not model the transition from one open-ended
job to another, so that the counterfactual is either remaining in the same
job or moving directly from an open-ended contract to another one.

In order to take into account of more complex dependency in the past
trajectory, we also introduce some terms measuring the fact of having worked
in FTC or in an open-ended job in the past. The interpretation is complex.
In 1992, the fact of having been on FTC instead of not employed before de-
creases the exit rate to permanent job but also to non employment, while it
increases the exit rate from FTC to another FTC. Similar results are found
for the 2001 entry cohort. By contrast, still compared to the benchmark
situation being out of employment, having already occupied a permanent
job accelerates the transition from FTC to permanent job and slower tran-
sitions to non employment. This higher risk of getting back to permanent
employment when the worker was previously on such contract rather than
not employed is consistent across all entry cohorts. Having been on perma-
nent contracts rather than on fixed term contract before exiting employment
decreases the transition rate from unemployment to permanent job but in-
creases those to FTC. These effects are also found for the 2001 entry cohort,
but the opposite is observed for the 98 entry cohort. These results suggest
that the trajectory durably depends on past labour market states, and that
there is a certain duality on the French labour market. Of course, one need
to look at results where unobserved heterogeneity is controlled for before
making a conclusion, as these patterns may be due to selection effects.

The 1992 generation graduate just before a sharp drop in the economic
situation. Comparison of the labor market trajectories with generations
entered in different situation yields interesting results. The duration depen-
dency profile of transition from FTC to open-ended job for generations that
graduate during the economic recovery of 1998 is neatly higher than in 1992
and also 2001 (see Figures 4). The risk of losing a FTC for unemployment is
the highest during the first months, but decreases much quickly in 1998 than
in 2001. The probability of getting one job from unemployment decreases
much slowly for the 1998 generation.
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Figure 4: Duration dependency from Fixed-Term Contract (by gender and

generation of graduates)
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6 Conclusion

In this paper we use repeated waves of a French survey on entry cohorts
to provide new empirical evidence on the impact of economic conditions pre-
vailing at time of graduation on workers’ job mobilities and unemployment
occurrence and durations. We focus our analysis on the use and effects of
fixed-term contracts. More precisely, we investigate the extent to which the
existence and importance of the so-called “stepping-stone effect” varies de-
pending on prevailing economic entry conditions. To do so, we compare the
trajectories of workers entered on the labour market respectively during re-
cessions, recovery and good times. We also model the transitions processes
and analyze the determinants of mobilities in early career. Preliminary re-
sults show that each of the three cohorts that we consider have very different
trajectories on the labour market during their first three years of activity
and that individual characteristics and previous events experienced on the
labour markets are not similarly valued depending on the economic situa-
tion.
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Appendix

Table 10: Detailed level of education by entry cohort (in %)

1992 1998 2001
no qualifications 3.79 299 049
unfinished CAP/BEP 15.35 11.88 6.57
graduate CAP/BEP 24.37 1598 11.65
general bac - no graduation 2.25 037 0.40
technical bac - no graduation 4.84 3.12 247
technical bac - graduated 11.28 12.79 8.90
general bac - graduated 091 048 0.49
2 years of general college education - no graduation 2.79  6.25 8.04
2 years of technical college education - no graduation 1.07  5.15  3.01
2 years of general college education - graduated 1.50 2.38  2.65
2 years of technical college education - graduated 14.68 20.17 22.79
3 to 5 years of general college education 13.50 12.92 26.01
business school 0.98 089 1.19
ingenereing school 228 194 219
preparation for teaching 042 267 3.15
total 100 100 100
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Table 11: Mobilities within first 3 years on the labour market (in %)

entry cohort

1992 1998 2001

number of spells

1 6.56  17.56 24.88

2 32.08 0 30.01

3 16.41  28.80 19.55

4 20.26  22.39 11.09

5 or more 26.69 31.25 14.48
number of non employment spells

0 0.07 3244 46.85

1 45.70  42.73 32.72

2 37.68 16.63 14.04

3 or more  16.55 8.21 6.66
number of jobs

0 6.57 4.58 2.93

1 40.79  33.88 39.48

2 29.06 34.07 33.38

3 or more 23.56  27.47 24.21
number of permanent contracts*

0 49.33  34.29 31.05
1 44.65  59.36 62.17
2 or more 6.03 6.35 6.78
number of fixed-term contracts™
0 25.05 2291 29.92
1 36.48  40.08 38.04
2 21.90 22.11 19.39
3 or more 16.57 14.91 12.64

*: among those who got at least a job.
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