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Abstract 

We shed light on the anatomy of labor cost adjustment in German and Italian 
manufacturing firms with more than 20 employees, leveraging matched employer employee-
balance sheet data and an exogenous demand shifter that exploits the collapse in world trade 
during the Great Recession. Following a 1 per cent exogenous decrease in sales, the average 
German firm cuts wage growth by 0.19 per cent, twice as much as its Italian counterpart. The 
employment adjustment is gradual in both countries but more pronounced in Germany, where, 
however, firms in sectors hardest hit by the world trade collapse had been increasing 
employment in the run-up to the Great Recession. These results are not driven by differences 
in the response of hours per worker, in labor supply conditions, or in firms’ exposure to the 
concurrent negative credit shock. Finally, we find that – in both countries – producer prices 
were reduced to a similar extent in response to the shock. 
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1 Introduction1

The extent of wage rigidity and its implications for employment and firm’s outcomes are

central issues in macroeconomics (Abraham and Haltiwanger, 1995; Brandolini, 1995; Elsby

and Solon, 2019). They become prominent in a currency area, as wage flexibility can ease

relative price adjustment, the only way to achieve a terms of trade depreciation in presence of

country-specific shocks (Mundell, 1961; Krugman, 2013; Schmitt-Grohé and Uribe, 2013).2

Also in presence of a common shock, the ensuing adjustment is expected to take place more

quickly in countries with more flexible wages. While an increasing number of papers are

leveraging administrative data to quantify and characterize wage flexibility in single coun-

tries,3 there are only a handful of papers comparing the extent of wage and employment

flexibility across countries using comparable data and empirical strategy. A number of such

analyses have been produced by the European System of Central Banks,4 exploiting the re-

sults of ad-hoc cross-section business surveys collected through the so called Wage Dynamics

Network (Babecký et al., 2010, 2012; Bertola et al., 2012; Druant et al., 2009; Fabiani et al.,

2010). Such studies – descriptive in nature – find evidence of higher nominal wage rigidity in

countries with higher collective bargaining coverage and employment protection of perma-

nent contracts, and a varying degree in the pass-through of labor costs on prices, depending

on the market structure and on the incidence of labor costs on total production costs.

In this paper, we leverage matched employed-employee-balance sheet administrative data

1We thank Fabrizio Balassone, Matteo Bugamelli, Francesca Carta, Federico Cingano, Domenico Depalo,
Marta De Philippis, Marco Francesconi, Andrew Garin, Luigi Guiso, Jennifer Hunt, Simon Jaeger, Andrea
Ichino, Francis Kramarz, Andrea Linarello, Kai Liu, Hamish Low, Marco Manacorda, Claudio Michelacci,
Ludovic Panon, Matteo Paradisi, Fabiano Schivardi, Paolo Sestito, Alexandra Spitz-Oener, Roberto Torrini,
Eliana Viviano, Till von Wachter and seminar participants at the Bank of Italy, the Brucchi Luchino Labor
market workshop, EALE, EIEF, the Royal Economic Society annual congress and the University of Cam-
bridge for useful comments and suggestions. The views expressed in this article are those of the authors and
are not the responsibility of the Bank of Italy or the Eurosystem.

2Gaĺı and Monacelli (2016) highlight the risks entailed by a fall in wages following a negative demand
shock in a currency area, as the common monetary policy cannot react to the ensuing, country-specific,
deflationary pressures; Eggertsson et al. (2014) make a similar point for the case of positive supply shocks
due to structural reforms, in particular when interest rates are at the zero lower bound.

3These include Bauer et al. (2007) and Stüber (2017) for Germany, Devicienti et al. (2007) and
Adamopoulou et al. (2016) for Italy, Martins et al. (2012) for Portugal. Carluccio et al. (2015) exploit
firm level data to evaluate the impact of trade and offshoring on firm level wages. Also Lucifora and Origo
(2022) exploit a panel survey of Italian manufacturing firms to quantify the response of labor costs do an
exogenous change in sales.

4Outside of Europe, Elsby et al. (2016) compare wage rigidity in the United States and in the United
Kingdom using survey and administrative data, respectively. They find significant degrees of flexibility in
both countries, concluding that “wage rigidity may be less binding and have lesser allocative consequences
than is often supposed”. Also Verdugo (2016), using harmonized workers’ survey, downplays the role of
downward nominal wage rigidity, once composition effects are fully taken into account. Recent studies for
the US include Daly and Hobijn (2017), based on survey data and Gu et al. (2020), using payroll data. Elsby
and Solon (2019) provide a survey of the evidence.
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and an instrumental variable strategy to quantify the extent of wage and employment ad-

justment in the two largest euro area manufacturers: Germany and Italy. Labor market

institutions in the two countries differ significantly, in particular in terms of the bargaining

structure.5 In Italy, national agreements between unions and employers set wages for oc-

cupations within narrow industry classifications. These agreements set a schedule of wage

floors which Italian firms can undercut only in rare circumstances. Although Germany also

has an industry-level wage bargaining system, firms can either set stand-alone plant level

contracts or include ‘opening clauses’ which allow for bargaining below the national industry

wage (Jäger et al., 2022). Dustmann et al. (2014) argue that a trend away from industry-level

wage bargaining and towards firm-level bargaining brought wages in line with productivity,

increasing competitiveness of German firms. Consistent with this line of argument, Boeri

et al. (2021) find for Germany a closer link between productivity and wages at the geograph-

ical level compared to Italy.

Both countries endured a 28% drop in exports during the initial phase of the Great

Recession between 2008 and 2009.6 We exploit within-country between-sector variation

from this event to develop an exogenous demand shock based on the predicted loss in export

volumes faced by particular manufacturing industries in those years. We rely on the fact

that industries establish consistent trading partners in particular countries over time and

that it is costly to switch partners in the short run. As a result, demand shocks that

disproportionately affect a given industry’s trading partners will also disproportionately

affect its product demand, without being correlated to local supply and demand conditions.

We use this variation as an instrument for the change in sales between manufacturing sectors

for a given country in order to measure the causal effect of a drop in product demand on

labor market outcomes, such as wages and employment.

We find different wage responses to the demand shock in relatively large (20+ employ-

ees) firms in Germany and Italy. When facing a 1% exogenous decrease in sales, full-time

equivalent daily wage growth decreases by 0.19% in Germany, twice the effect found for Italy.

German wages thus have more flexibility over the cycle and not only across space, as found by

Boeri et al. (2021). Moving to labor input, the intensive margin (hours per worker) behaves

similarly in the two countries (a sign that our main results are not likely to be driven by a

different use of subsidized reductions in working time as Cassa Integrazione or Kurzarbeit).

5Differences are also present in terms of employment protection that was lower in Germany than in
Italy during the period analyzed here. The OECD index of employment protection (the higher the more
restrictive) for permanent contracts was equal to 2.6 and 4 in Germany and Italy, respectively. It was equal
to 1 and 2 for fixed term contracts. Moreover, expenditures in labor maket policies (both passive and active)
were much higher in Germany than in Italy (respectively, 4.500 and 4.300 euros in PPS per person wanting
to work in 2011.

6See Figure A.1 for import and export dynamics over time in the two countries.
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In terms of employment, we find a muted contemporaneous response to the shock in both

countries, and a more pronounced adjustment in Germany in the following two years, mostly

driven by the separation margin; it has to be noted that the more marked contraction in

Germany takes place even if, in the run up to the Great Recession, sectors that were going

to be hit hardest by the shock were also increasing more their workforce compared to the

others. Overall, the elasticity of total labor costs to volumes sold is higher in Germany than

in Italy. We further show that the average wage adjustment is driven – in both countries

– by a fall in stayers’ wage dynamics rather than in hiring wages.7 Looking across workers

of different age, we find German firms adjusted labor costs more than Italian ones due to a

more pronounced employment correction among young (aged 35 or less) workers and to a

fall in wage growth across the board but larger for younger employees.

Our results would be biased if firms in sectors experiencing larger demand shocks were

also more likely to face greater credit restrictions or greater changes in sector-specific labor

supply (e.g., in presence of changes in the number of unemployed individuals in sectors that

are more severely affected by the demand shock). We show that our main results are not

driven by such potential bias and are quite robust across firms irrespective of their size or

location in more or less developed areas (West versus East in Germany and Centre-North

versus South in Italy).

Some differences do emerge, however, when looking at firms differing in the ex-ante

margin of adjustment. In Germany, the reduction in wages is concentrated among firms

paying more than the collectively agreed minimum and thus less constrained by a wage

floor. In Italy, instead, the muted wage response is shared by all firms irrespective of the

presence of wage payments above the national minima, but those at the wage floor had a

more pronounced employment adjustment. Hence, the degree of downward nominal wage

rigidity in Italy seems to only marginally differ across firms that apply national sectoral

contracts and those that also apply firm-level contracts; this result confirms the fact that in

Italy bargaining institutions provide less room for wage adjustment compared to Germany.8

Finally, we validate and extend our micro-level analysis with national accounts data

(NACE, 2-digit level). Reduced-form results obtained at this level of aggregation confirm

that in Germany both wages and employment react more to an exogenous demand shock.

This paper is most directly related to two recent studies of the effect of the Great Reces-

7This result could partly reflect the use of Short Time Work schemes, that subsidise time (and thus wage)
reductions in face of temporary drops in demand. Higher wage flexibility among new hires (Pissarides, 2009,
among others) has been recently put into question by analyses that take into account composition effects,
and in particular the high cyclicality of job-to-job moves (Gertler et al., 2020).

8This result confirms the descriptive analysis carried out in D’Amuri and Giorgiantonio (2015), showing
the high persistence of the portion of wage eventually defined by firm (second) level bargaining.
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sion on labor market outcomes in Portugal and Italy. Garin and Silvério (2022) study the

effect of product demand on labor market outcomes in Portugal through firm-specific export

shocks from the initial wave of the Great Recession. Although they identify both firm-specific

shocks and common industry shocks, while we only identify common industry shocks, we

otherwise employ a similar identification strategy by relying on pre-recession export shares

and country-specific demand responses to the recession. They find significant effects of com-

mon industry export shocks on wages and employment, with most of the adjustment coming

through the employment response. Lucifora and Origo (2022) study the effect of demand

shocks from the Great Recession on labor market outcomes in the Italian metal working in-

dustry. Instead of identifying demand shocks through exports, they instrument for revenue

directly by using pre-recession, firm-specific, market shares multiplied by the realized change

in industry revenue over the recessionary period from 2009 to 2015. Despite employing a

different identification strategy and only studying the metal working industry, their results

are similar to ours for Italy. They find non-significant effects on wages and significant, yet

modest, employment responses.

Compared with previous work in the field, the strength of our analysis comes from the

use of a common identification strategy to compare labor cost flexibility in the two largest

European manufacturing countries, characterized by markedly different labor market insti-

tutions.

The remainder of the paper is organized as follows. Section 3 presents the data and

some descriptive statistics. Section 4 illustrates the empirical strategy. Section 5 reports

main results and robustness checks, while heterogeneity analyses are discussed in Section 6.

Section 7 presents complementary results obtained on National Account data and, finally,

Section 8 concludes.

2 Institutional Setting

Germany. Wages in Germany are bargained at the sectoral and regional level in general

every two years; bargaining rounds have an informal coordination at the national level (Jäger

et al., 2022). Usually an agreement is signed in a “pilot” region, and then followed in other

areas with eventual adjustments in order to match local conditions. Wage tariffs set a scale of

minimum wages, usually employers pay 10-20% above the minimum wage tariff. Employers

need to apply the agreement set by the association they are registered with; the Ministry of

Labor can extend a collective contract to all firms falling in the contract’s industry-region

perimeter, regardless of firms’ affiliation status with an employer federation. Firms can either

apply the contract signed by the employers’ federation they are affiliated with or a firm-level
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contract, but there are exceptions. Plant-level contracts are possible, even within a sectoral

or regional collective contract; opening clauses can be activated, meaning the firm can pay

less than the minimum wages, often in exchange for higher employment (commitment not to

fire). Moving to employment protection, firms dismissing more than 10 workers have to set

up a social plan, i.e., they have to prove that the firings are necessary, provide training, pay

severance payments to those involved. Eighteen month fixed-term contracts9 (with no firing

costs at expiration) were introduced in 1985 with the Employment Promotion Act (their

maximum duration was 6 months before then); at the end of the fixed-term contract, the

firm could re-hire the worker only on a permanent basis. In the short-run, unemployment

benefits are not high by international standards, but they become relatively generous in the

long-run. Short time work schemes are relevant and prevent firings in case of negative labor

demand shocks. During the Great Recession, when the maximum duration of the benefit

was increased substantially, the widespread use of Short Time Work schemes greatly reduced

employment losses and resulted in a contraction of labor input concentrated in the intensive

margin (hours per worker) rather than on the number of workers.10

Italy. The bargaining system features collectively bargained contracts at the national and

sectoral level, setting all employment aspects including a minimum national wage level for

each occupation within a workers’ collective agreement. Before 2009, the economic part of

the contracts had a two year duration, the rest of the provisions lasted for 4 years; from

2009 on, both sections of the collective contracts have had a three year duration. A firm-

level contract might be present on top of the national level one; such contracts can alter

work arrangements if delegated to do so by the national contract and can increase, but

not decrease, wages at the local level. As for employment protection, at the beginning of

the 1990s agency work was prohibited while temporary work was allowed only for seasonal

or occasional jobs or in case of replacement of a worker on leave; at the same time, the

employment protection on open-ended contracts was considered to be the highest in the EU

after Spain and Portugal Grubb and Wells (1993). Higher flexibility was introduced with

the 1997 reform package (Pacchetto Treu), that increased the possibilities to use part-time,

atypical or agency contracts; use of temporary or atypical contracts was further deregulated

in the following years (Daruich et al., 2023). Income stabilizers were rather fragmented

and biased towards the protection of existing matches (through Short Time Work schemes)

rather than offering universal protection to all those who lost their jobs. Also in Italy,

9Extended to 24 under certain circumstances.
10See Burda and Hunt (2011) and Dustmann et al. (2014).
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during the Great Recession, the authorities greatly extended Short Time Work schemes in

order to absorb the negative effects of the 2008-9 crisis on the labor market. The ordinary

unemployment benefit had a minimal role, featuring low replacement rates (30%, increased

to 40% in 2001) and extremely limited duration (6 months, increased to 9 in 2001, see Rosolia

and Sestito (2012).

3 Data and Descriptive Statistics

3.1 Data

Both for Germany and Italy, we use matched employer-employee-balance sheet data for the

manufacturing sector,11 which was directly exposed to the trade shock (Autor et al., 2013).

Germany. We use labor market data form the German Social Security administration

provided by the Institute for Employment Research (IAB) based on the Integrated Employ-

ment Biographies (IEB) datafile. Specifically, we use the Linked Employer-Employee-Data

from the IAB (LIAB) Longitudinal Model 1993-2014. The LIAB is based on the IAB es-

tablishment panel, a survey which draws a stratified sample of establishments, and follows

them over time. Participation to the survey is voluntary, but the response rate is around

80% (Baumgarten, 2013). The LIAB is obtained by merging IAB establishments with em-

ployment biographies from IEB. Information (including gender and age) is available on all

employees who worked at least one day at an establishment included in the survey. The

LIAB further collects their full employment biographies between 1993 and 2014. Since we

focus on the period 2006-2011, we have the universe of employees working at these estab-

lishments over this period. The dataset contains information on the work and pay history

of employees, such as job duration in days and earnings of each employment spell. Hours

of work are not recorded, but employees are classified as part-time when working less than

30 hours per week. One shortcoming of IAB earnings data is that they are censored at the

highest level of earnings subject to social security contributions. To overcome this problem,

we apply a Tobit wage imputation procedure following Card et al. (2013) and Dustmann

et al. (2009). Besides that, we compute full-time equivalent daily wages by halving the days

worked by part-time employees; using the CPI, we convert all nominal variables in 2010

euros. We collapse relevant worker-level variables at the establishment level and retain only

11Mergers and acquisitions in the automotive sector in Germany determine outliers in wage and employ-
ment variations in the small number of firms sampled in that sector (40); as we do not have access to single
observations for confidentiality reasons, we dropped this sector from the analysis both in Germany and in
Italy.
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establishments with more than 20 employees, in order to be consistent with the sampling

strategy in the Italian data, described below. Larger firms also tend to be more connected

to international trade (di Giovanni et al., 2020) and thus more exposed to foreign demand

fluctuations that we exploit in order to construct our instrument.

Finally, we complement this information with variables drawn from the establishment

survey: industry, district, revenues – measured as the annual business volume, which co-

incides with sales for firms in manufacturing – and a binary indicator equal to one if the

establishment pays wages above the collectively agreed scale.

Italy. We use data from the INVIND survey,12 which comprises approximately 4,000 firms

a year over the period 2006-2011 (see, for example, Daruich et al., 2023). This survey is

conducted annually by the Bank of Italy and contains self-reported information on average

wages, employment and firm outcomes. We match these data with official balance sheet

data collected by Cerved13 on an annual basis: from these archives we use revenues, which

equal total sales in any given year. From social security records, we have information on

the work histories of the universe of workers ever employed in one of the firms surveyed in

INVIND. On top of main socio-demographic characteristics, these data comprise information

on gross annual compensation of workers, net of employer’s social security contributions, the

number of days worked in a given year, the type of contract (full- or part-time, permanent

or temporary), tenure, date of beginning and end of the employment spell and short-time

work status. We average relevant worker-level variables at the firm level. We do not have

information on hours worked, hence we use daily wages, converted to full-time equivalent

units14 and expressed in 2010 real terms.

Trade data In order to construct the instrument presented in section 4, for both Germany

and Italy we use the data of the United Nations Commodity Trade Statistics Database

(Comtrade) on bilateral export/import volumes for 170 countries by 2-digit NACE Rev. 1.1

sector. Specifically, we use data on trade volumes in 2008 and 2009 from each trading partner

of Germany and Italy.

3.2 Descriptive Statistics

From both samples we take only firms with at least 20 employees (as this is the size threshold

for Italian data) and we focus on a balanced panel including all firms that were present in the

12Indagine sulle imprese industriali e dei servizi.
13Cerved is a private company that collects balance sheet data on the universe of incorporated businesses.
14We have information, directly provided in social security archives, on the number of full-time equivalent

days worked for part-time workers, which we exploit to compute full-time equivalent daily wages.
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sample in the time interval of the analysis 2006-2011.15 We are thus left with 2544 firm-year

observations for Germany and 5172 for Italy.16 Table 1 reports descriptive statistics for all

years in both German and Italian data, whereas Figures A.2-A.5 report averages of the main

outcomes by year, either in levels or normalized with respect to a reference year. The drop

in revenues faced by firms in both countries is strong and confined to the years between

2008 and 2009 (Figure A.2): by 2011 firms are almost back to the 2008 sales levels in both

Germany and Italy. German and Italian firms have similar size (Figure A.3a of the appendix),

while German firms pay about 10% higher average full time equivalent wages throughout the

period (Figure A.3b of the appendix); nominal wages increase in both countries, and slightly

more in Italy, while in Germany a slight fall is detected around year 2009. Looking at labor

market flows by age class, hiring rates show similar dynamics over time (Figures A.4a, A.4b

and A.4c of the appendix); separation rates increase more in response to the negative shock

in Germany in all age classes except mature workers (55+, Figures A.5a, A.5b and A.5c of

the appendix).17

4 Identification and Empirical Specification

We estimate the following first difference equation for each country k and separately for each

year from 2006 to 2011:

4yjkt
yjkt−1

= αkt + βkt

(
4Rjk2009

Rjk2008

)
+ δktXjk + εjkt (1)

where yjkt−1 represents a labor market outcome for firm j, country k, and year t − 1, and

4yjkt represents the change in labor market outcome from year t − 1 to year t. Rjk2008 is

revenue of firm j in country k in 2008 while 4Rjk2009 is the change in revenue at firm j

from 2008 to 2009. Note that the change in revenue is constant across equations while we

estimate the effect on the change in outcomes both before and after the initial trade shock

15We do not go beyond 2011 in order to avoid possible confounding effects related to the sovereign debt
crisis in Italy. We carried out the analysis also on the unbalanced sample, obtaining similar results.

16With respect to the original data, we loose around 4900 firms in Germany and 1300 firms in Italy when
restricting to manufacturing only. In Germany we further drop around 600 firms with less than 20 employees,
on which the Italian data lack information. Finally, we drop around 70 firms in Germany and 800 in Italy
that are either not present in all years or with missing values in the outcomes/controls in one of the years.
For more information on the data we refer to Ruf et al. (2019) for Germany and to Leandro and Giuseppina
(2019) for Italy.

17Hiring and separation rates are computed as the number of hires and separations (total and by age
group) at time t divided by total employment at time t− 1.
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from the Great Recession. Xjk includes time-invariant control variables:18 average firm daily

wages in 2008, sales net of intermediate input costs (a proxy for firm’s value added) in 2008,

firm size dummies (less than 50, 50-99, 100-499, 500 or more employees) and four macro-

sector dummies (food products, beverages and tobacco; consumer products; industrial goods;

capital goods).19

A perennial challenge in using changes in revenue as a proxy for demand shifts is that

supply shocks will also directly affect equilibrium price and quantity. Below we devise an

instrument to alleviate such concerns.

4.1 Instrument

The Great Recession induced a sharp drop in consumer demand with heterogeneous effects

across countries and industries. In this context, we rely on the fact that industries establish

consistent trading partners in particular countries over time and that it is costly to switch

partners in the short run. As a result, demand shocks that disproportionately affect a given

industry’s trading partners will disproportionately affect product demand. For example,

suppose the wood and rubber industries initially have a similar level of export volumes, yet

have different trading partners. Suppose a recession reduces demand overall, but weakens

demand in countries that buy wood (as opposed to rubber) more. Wood firms will not be

able to instantaneously redirect trade to new markets and hence the wood industry will

suffer a greater reduction in demand than the rubber industry, simply as a result of the

composition of their trading partners.

We propose a shift-share instrument, leveraging sector-level exposure to shocks to foreign

demand induced by the Great Recession between 2008 and 2009, and focusing on 2-digit

sectors in manufacturing.20 The instrument is constructed at the country-sector level for

both Germany and Italy. For each sector in Germany (Italy) it is defined as the sum of the

demand shocks taking place in any foreign trading partner country l – equal to the change in

export volumes to l from the rest of the world (i.e., excluding Germany or Italy) – weighted

by the shares of pre-recession export trade between Germany (Italy) and country l.21 More

formally, let E denote export volume, s denote industry (or sector), and t denote year.

18The inclusion of controls mainly affects the precision of the first stage relationship, but neither the first
nor the second stage point estimates are substantially affected by their inclusion. Results with unconditional
regressions are available upon request.

19We group sectors according to the following Ateco 2002 codes (equivalent of NACE Rev. 1.1): 15-16
(food products, beverages and tobacco); 17-19, 22 and 36 (consumer products); 20-21 and 23-28 (industrial
goods); 29-35 (capital goods); identification thus leverages within macro-sector variation.

20Specifically, we exploit variation in sectors 15 to 36 of NACE Rev. 1.1.
21This approach was employed, among others, by Autor et al. (2013); also Garin and Silvério (2022), a

paper closely related to ours, adopts a similar identification strategy.
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Then, let Ek→l
s represent the volume of exports shipped from origin country k to destination

country l in sector s in 2008 and 4Ek→l
s represent the change in export volumes from 2008

to 2009. Also, in a slight abuse of notation, let K̃ represent the set of all countries except

country k. Our measure of predicted percentage change in export volumes is defined as:

4Êks

Eks︸ ︷︷ ︸
predicted percentage
change in exports

≡
∑
l∈K̃

Ek→l
s

Eks︸ ︷︷ ︸
inital share of

exports to l from k

(∑
q∈K̃4Eq→l

s∑
q∈K̃ E

q→l
s

)
︸ ︷︷ ︸

% change in exports
to l from world excluding k

, (2)

where Eks are total export volumes in country k and sector s; Ek→l
s

Eks
is the share of export

volumes from country k to country l in 2008 and
∑

q∈K̃ 4Eq→l
s∑

q∈K̃ Eq→l
s

is the percentage change is

export volumes to each country l from all countries excluding country k.

Figure 1 reports a scatter plot of the predicted change in export volumes in Italy versus

Germany by sector. The points cluster around the 45 degrees line and display larger values

for capital and industrial goods, and lower values for food products, beverages and tobacco,

for both countries. We exploit this variation across sectors to instrument the firm-level

change in sales. Our exclusion restriction is that 4Êks

Eks
affects labor market outcomes in

industry s through product demand and not through other channels such as credit or labor

supply.

4.2 First Stage

We estimate the following first stage equation separately for both German and Italian firms

j, which measures the effect of the exogenous change in export volumes on total firm-level

revenue:

4Rjk2009

Rjk2008

= α̃k + γk

(
4Ês(j)k2009

Es(j)k2008

)
+ δ̃kXjk + ε̃jk. (3)

In Table 2 we report the estimate of equation 3 in which the firm-level year on year

change in sales in 2009 is regressed on the predicted export shock in volumes for the same

year. The instrument is strong and has the expected negative sign; the point estimates are

higher in absolute value for Italy and entail an elasticity equal to -0.92 between predicted

change in exports volumes and sales; the impact is smaller in Germany (-0.77) but the two

estimates are not statistically different from each other. The F-test is sufficiently high for

both countries, respectively at 29 and 140 for Germany and Italy. In principle, a reduction

in export demand may lead to import substitution to offset the loss in revenue. However,
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the strong first stage coefficients suggest that firms were unable to increase domestic sales

in response to the fall in export demand.

In Figure 2, we further assess the instrument in terms of exogeneity and validity, by

regressing up to three lags (2008, 2007, 2006 YoY changes) and up to two leads of the

instrumented variable (2010 and 2011 YoY changes in sales) on the IV. In our empirical

setting, we are leveraging the 2009 change in predicted exports as an exogenous shock for

firm-level demand; for a given country, the turnover pattern should be independent of the

size of the shock in the years preceding or following it. We do find some evidence that,

in Germany, firms in sectors that were hit hardest by the 2009 shock were increasing sales

relative to those less hit in 2007-8. Nevertheless, if those firms were on a positive trend before

the shock took place, this would imply a downward bias in the measurement of the effects of

the shock itself. Apart from that specific data point, when comparing Germany and Italy,

we are reassured by the fact that the coefficients for lags and leads of the dependent variable

are similar; this means that relative dynamics in different sectors were comparable before

and after the shock took place. This is a welcome result, given that we want to study not

only the contemporaneous effect of the shock on labor input and labor costs but also the

subsequent short term adjustment; we could not consistently do so if the shock would have

led to a divergence in sales in the following years. Figure A.6 in the Appendix shows that

the first stage relationship between the change in revenues and the instrument is monotonic.

The figure displays the average drop in revenues against the quartiles of the drop in export

volumes between 2008 and 2009 (more positive values indicate larger negative changes). In

both countries higher drops in revenues correspond to higher drops in export volumes.

Finally, we investigate whether the shock we use as an instrument simply reflects different

historical volatility across sectors. To do so, we compare a measure of output volatility by

sector with the change in predicted export volumes. Specifically, we measure output volatility

as the coefficient of variation of gross value added, measured in 2005 chain linked volumes

from annual National Accounts, over the period 1995-2007. We report in Figure A.8 in the

Appendix the relationship between this variable and the instrument across both Italian and

German sectors. The relationship is either null in Germany or slightly negative in Italy,

indicating that sectors with larger changes in predicted export volumes during the Great

Recession are those with lower output volatility in the preceding years. The relationship is

however small and only marginally significant at 10% level. Overall, we conclude that the

instrument does not simply capture higher historical volatility of some sectors relative to

others.

Most of the results of the paper will be based on the estimate of the following structural

equation for both Germany and Italy (denoted as country k) for each year from 2006 to
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2011:

4yjkt
yjkt−1

= αkt + βkt
̂(
4Rjk2009

Rjk2008

)
+ δktXjk + εjkt. (4)

In the next section we will further discuss the main threats to identification in this

empirical setting.

4.3 Threats to Identification and Measurement Issues

Credit and labor supply shocks Given the formulation of our instrument, the exclusion

restriction would fail if those industries whose trading partners experienced a greater change

in demand for exported goods from 2008 to 2009 were also more likely to face greater credit

restrictions.22 Such restrictions increase the cost and reduce the availability of liquidity and

can result in a reduction in investment and/or employment, as documented in a number of

papers focusing on the Great Recession (Adamopoulou et al., 2021; Amiti and Weinstein,

2018; Benmelech et al., 2019; Bentolila et al., 2017; Berton et al., 2018; Caggese et al., 2019;

Cingano et al., 2016; Chodorow-Reich, 2013; Barrot et al., 2020). Our exclusion restriction

would also fail if those industries whose trading partners experienced a greater change in

demand also witnessed greater changes in sector-specific labor supply. A reduction in the

number of unemployed looking for a job in a sector hardest hit by the exogenous fall in

demand would – if anything – entail a downward bias in our estimates of its effect on wages.

On the contrary, hiring rates would tend to be lower if the pool of candidates for a position

decreases over time due to reduced job-seekers availability.23

In order to check whether falls in demand and credit restrictions are uncorrelated at the

2-digit NACE level, we create a dataset based on European Commission (2021), in which

each observation is equal to the share of firms declaring that financing conditions represented

a limit to production, in triplets defined by country, year24 and 2-digit sector of economic

activity. Given the few available observations, and the fact that we do not have sales data at

this level of aggregation, we estimate a reduced form model, in which we regress the change

in percentage points in the dependent variable on the shock measure interacted by year.25

Figure 3a shows that – in both countries – sectors that were more exposed to the exogenous

22A widespread reduction in credit supply affecting one country relatively more than the other would not
have an impact on our estimates, since we are comparing firms between sectors but within the same country.

23Also in this case, a widespread reduction in labor supply would not affect our estimates as we are
comparing firms across sectors but within country.

24We mean collapse European Commission (2021) quarterly data into yearly data.
25Specifically, we build a longitudinal dataset at the sector-year level for each country. We then regress

the per cent variation of the dependent variable directly on the instrument (predicted change in exports in
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fall in demand were not hit harder by credit restrictions. Using the same data, we run a

similar regression using as dependent variable the incidence of firms declaring that labor

shortages were restricting production in any given year. Also in this case, we find no link

between the dependent variable and the shock both in Germany and in Italy (Figure 3b).

Going back to matched employer-employee data for both countries, we also verify that

the shock is uncorrelated with firm exit from the sample. If firms more exposed to the shock

are more likely to exit the market, our results could be biased also in the balanced panel

we use in our main estimates. We therefore regress a binary indicator equal to one if we

observe the firm in a given year and not observe it in the next one on the predicted change

in exports in each year 2006-2011. The estimates from such regressions, reported in Figure

A.7, are not statistically significant for both Germany and Italy, indicating little evidence of

higher exit probability for firms more exposed to the 2009 trade shock.

Intensive margin adjustment. The dataset at hand covers virtually all information

about the work relationship, with the exception of hours worked; this is a limitation that

becomes more relevant once we consider that both countries have established short time work

programs that subsidize temporary reductions in the number of hours worked (Carta et al.,

2022). In Italy, the government provides a subsidy for partial or full-time hour reductions,

replacing approximately 80% of the earnings forgone by the worker due to hours not worked.26

Firms covered by the program pay a fixed percentage of each worker’s wage, which varies

according to the sector. Moreover, firms cofund the treatments when they activate such

programs. The duration of the program is up to 12 months, with limited possibilities of

extension (Arpaia et al., 2010; Giupponi and Landais, 2022). In the time interval analyzed

here, all firms in the sample were covered by the scheme, that applied to establishments

employing 15 and more workers in the manufacturing sector.

In Germany, the government provides a subsidy that is equal to approximately 60% of

the earnings forgone by the worker due to hours not worked. The duration of the program

was temporarily increased from 12 to 18 months in November 2008. In May 2009 this period

was extended to 24 months; however, this applied to short-time work which had started in

2009 (Arpaia et al., 2010; Brenke et al., 2013). Virtually all firms are covered by the scheme,

volumes), interacted by year and including sector dummies:

4ykst
ykst−1

= α+ ηt + βs + γkt

(
4Êks2009

Eks2008

)
+ εkst, (5)

where again k indexes countries (Italy or Germany, separately); s indexes 2-digit manufacturing sectors; t
index years from 2006 to 2011.

26Caps on the maximum treatment apply, so the replacement rate falls significantly for above-the-average
wages.
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who is funded by a fixed rate on total labor costs paid for by employers and that finances

the unemployment benefit fund as well.

Between 2008 and 2009, the scheme had similar characteristics in the two countries.

Unfortunately, comparable data on short-time use are not available for the two countries at

the NACE 2-digit level. Nevertheless, we can check whether the variation in the intensive

margin was similar in Germany and Italy for a given exogenous fall in sales. To this aim,

we estimate the reduced form equation (already employed in the previous paragraph of

this section, see footnote 25) using hours worked per employee taken from the National

Accounts (NACE 2-digit level) as the dependent variable (Figure 4). Specifically, we regress

the percentage point variation in hours worked per employee on the instrument, interacted

by year and including sector dummies. We find that the elasticity of the intensive margin

to an exogenous reduction in sales is remarkably similar in both countries in 2009 (0.85%

reduction for each 1% exogenous reduction in sales); in the years preceding and following

2009 we do not find any relationship between the variation in the intensive margin and the

2009 shock.

5 Results

Adjustment in average full-time equivalent wages and employment Moving to the

core results of the paper, we present here the effects of the shock in predicted export volumes

on firm-level Full Time Equivalent (FTE) wages (expressed in 2010 euros) and employment

changes (Figure 5 and 6, respectively). We find that, before 2009 and in both countries,

wage growth did not vary systematically across sectors that, later on, would have been

differently exposed to the exogenous fall in export volumes. As for wages, we find a small

but significant negative effect in 2009; such effect is definitely larger for Germany than for

Italy (respectively -0.19% and -0.09% for a 1% fall in sales), with the two coefficients being

significantly different at the 10 per cent level. Falls in wage growth experienced in 2009 were

broadly confirmed in the subsequent year (2010). A partial – and not statistically different

from zero – recovery in full time equivalent wages takes place in 2011, in both Germany

(+0.05%) and Italy (+0.04%). Wage dynamics by age and for new hires, stayers and leavers

are analyzed in the next paragraph. Higher wage elasticities to demand in Germany than in

Italy could be determined by a variety of factors, such as different employment protection,

unemployment benefits and bargaining institutions; our empirical analysis is not suited to

distinguish the relative importance of each of these elements.

Moving to employment, we find evidence for the fact that – in Germany – firms in sectors

that were hardest hit by the collapse in world trade were expanding employment relative to
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other sectors in the run up to the Great Recession (2006-8). In 2008, employment growth was

0.2% higher for each 1% exogenous fall in sales to be experienced one year later (2009).27

Such employment growth comes to an abrupt halt in 2009 and is fully reverted in 2010,

when we estimate a 0.2% decrease in employment for each 1% decrease in sales in 2009. The

contraction in employment continues in 2011, albeit at a slower pace. In Italy, the pattern

of employment is much smoother, and points to a slight reduction (0.07% following a 1% fall

in sales) that starts already in 2008 and continues in the three following years.

When focusing on the adjustment taking place in 2010 and 2011, it is worth keeping in

mind that in those years – if anything – a very mild recovery was taking place in sectors

most hit by the collapse in world trade (Figure 2). As a consequence, negative developments

in wages and employment taking place after 2009 likely reflect a delayed adjustment to the

negative shock occurring in that year and not to the presence of additional falls in sales.

Wages and employment by age group. We further analyze the patterns of wage ad-

justment by looking at average wage changes by age class (15-34, 35-54 and 55+ workers;

Figure A.9). In Italy, we find only mild decreases in wage growth for age groups 15-34 and

35-54, both in 2009 and in the following years. In Germany, instead, the wage to sales elas-

ticities are more pronounced and negative, and similar in magnitude across ages. Its value,

though, is slightly larger for young (15-34) workers.

Results on employment mirror those on wages. In Figure A.10 we report the evolution

in the employment shares by age class in the considered interval. In Italy we do not detect

any employment pattern by age, except for a mild increase in the employment share of older

workers in 2009; in Germany, instead, there is a clear fall in the share of young (35-54)

workers in 2010, with no clear sign of recovery in the following year.

Hiring and separation flows. We gain additional insights on employment dynamics by

looking separately at changes in total hirings and separations (Figure 7). In Italy, hirings

and separations move little in reaction to the drop in sales. In Germany, on the contrary,

separations show a clear spike in 2009, when they increase by 0.26% for a 1% exogenous

drop in sales. The point estimate remains above zero (0.05%) also in the following year,

but it is not statistically different from zero. Such broad patterns are confirmed when we

look at inflows and outflows changes by age class (Figures A.11 and A.12); in particular, the

increase in separations in Germany seems to be driven by young (15-34) workers.

27According to Burda and Hunt (2011), in the run-up to the Great Recession employment growth in
Germany fell short of what would have been predicted based on the historical relationship between employ-
ment and GDP dynamics; employers were reluctant to hire given their uncertainty about the length of the
expansion.
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Wage dynamics for new hires, stayers. Higher cylicality among new hires (Pissarides,

2009, among others) has been recently put into question by analyses that take into account

composition effects, and in particular the high cyclicality of job to job moves (Gertler et al.,

2020). We find that the moderate wage adjustment taking place in both countries is fully

accounted for by the reduction in stayers’ wages (Figure 8a), while wages for new hires

(Figure 8b) do not show a clear pattern in response to the 2009 negative demand shock.28

The result on stayers’ wage needs to be interpreted with caution, as the fall certainly reflects

also the extended use of Short Time Work schemes; nevertheless we have shown in paragraph

4.3 that the impact of the exogenous change in exports on the intensive margin (hours per

worker) was very similar in Germany and Italy. As a consequence, relative wage dynamics

in the two countries should not be affected.

Total labor costs. Finally, we analyze the evolution of total labor costs. Before 2009, in

Germany, labor costs were increasing more in sectors that would have been subsequently hit

more by the 2009 fall in sales, while no pattern is clearly evident in Italy (Figure 9). In 2009,

a large correction takes place, with the main coefficient estimate that goes from +0.21 to

-0.19, a 400 basis point fall. In Italy, the change is less pronounced (from -0.06 to -0.4) and

short lived, as the fall in total labor costs terminates already in the following year (2010). In

Germany, instead, the fall deepens by an additional 0.29% in 2010 and the total labor costs

stabilize on this new lower level only in 2011.29

6 Heterogeneity

In this section, we explore whether the patterns of adjustment are different in specific sub-

groups of firms. In particular, we differentiate the analysis between: i) smaller and larger

firms (below and above 100 employees), ii) firms adopting a collective contract featuring

more or less downward nominal wage rigidity, iii) firms belonging to more/less developed

areas (West vs East in Germany; Center-North vs South in Italy).

Firm size. Looking at the main results by firm size, no particular diverging pattern

emerges in terms of wages or employment (Figure A.13), confirming average results.

28Using worker level administrative data similar to those employed in this paper between 2005-13, also
Adamopoulou and Villanueva (2022) find that “all changes in the wage structure along the business cycle
happen among job stayers”.

29Table A.1 reports all the point estimates and standard errors for each outcome from equation (4).
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Area. Another dimension we look at is the area, as West in Germany and Centre-North

in Italy clearly have an advantage in terms of productivity compared to East and South,

respectively (Boeri et al., 2021). Results on both wages and employment remain very similar

to the average ones in all of the four different areas (Figure A.14).

Collective agreement. Finally, we look at the collective agreement applied at the firm

level and, exploiting a specific question present in both German and Italian survey data,

we differentiate between firms that pay wages exactly in line with the collectively bargained

minima or firms that pay above the minimum pay scale defined by such contract. Specifically,

we exploit a question present in surveys for both countries (INVIND and IAB) that asks

firms whether employees are paid a wage that is equal to or higher than the minimum pay

scale, set at the sector level. In Italy, the variable generated from this question is continuous

(how far average wages are from the minimum). In Germany, the variable is binary (at

or above the minimum). Hence, we convert the variable in the Italian data to be binary

as well.30 The latter could cut wages in case of demand shocks without going below the

collectively set level and, as such, face lower downward nominal wage rigidity. In Germany,

we find evidence for the fact that firms paying above the wage floor are able to decrease

wage growth slightly more when hit by the shock (Figure A.15) while – at the same time

– showing more favorable employment dynamics; such difference in the effects on wages is

instead not present in Italy.31 However, Italian firms at the wage floor display a stronger

employment adjustment, especially in 2010.

7 Validation on National Account Data

In this section, we validate our main results by exploiting our instrument on more aggregate

National Account (NACE, 2-digit) data. While implying that the statistical analysis has to

rely on the reduced form regression, as in Section 4.3 (see footnote 25), moving to industry-

level data has the advantage of providing additional insights on the reaction of firms to the

demand shock, as we have information on hours and producer prices. First of all, we confirm

that the exogenous trade shock defined in section 4.2 has a remarkably similar effect on

output both in Germany and in Italy (Figure 10); moreover the estimates are very similar

30We classify 66% of firms in Italy and 28% of firms in Germany as being above the wage floor in 2008
(however, due to missing data, we are unable to classify 50% of German firms). In both countries firms
paying more than the wage floor are larger, are less likely to be in the food and beverage macro-sector, and
have higher wages and sales.

31The fall in wage growth in Germany takes place at the expenses of incumbent workers and is not a
simple product of workforce composition adjustment. Additional results are available upon request.
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to those obtained at the firm level, and point to an elasticity between sales and the 2009

trade shock in volumes that is equal to 1 in the relevant year. The industry-level analysis

also confirms that wage (here defined as hourly compensation) and employment adjustment

in Germany are more pronounced than in Italy (Figures 11a and 11b).

Finally, we do not find evidence for the fact that a higher labor costs elasticity to the

shock in Germany translates into different output price dynamics with respect to Italy.

In both countries, a 1% exogenous fall in predicted export change in volumes causes a

contemporaneous 0.2% reduction in producer prices, that remain on this lower level in the

two following years (Figure 12). Based on this evidence, we can conclude that – in the short

run – the higher labor cost elasticity to sales in Germany does not determine an improvement

in relative prices compared to Italy. Ceteris paribus, it rather contains the decrease in profits.

8 Conclusions

Using matched employer-employee-balance sheet data and exploiting an exogenous demand

shifter based on the collapse in world trade during the Great Recession, we quantify the

ensuing labor cost adjustment in Germany and Italy, the two largest manufacturers in Europe

characterized by markedly different labor market institutions (Carta et al., 2022).

Our results show that in Germany wages react more to demand shocks and not only to

local labor market conditions, as found by Boeri et al. (2021). Also employment adjustment

is more pronounced in Germany than in Italy and it happens through an instant increase in

separations when the negative demand shock hits, followed by a slight decrease in hirings.

These patterns help containing somewhat the increase in labor costs taking place in Ger-

many compared to Italy for a given fall in demand. Higher labor cost elasticities to demand

in Germany than in Italy could have been favoured by a variety of factors, such as different

employment protection, unemployment benefits and bargaining institutions; our empirical

analysis is not suited to distinguish the relative importance of each of these elements. An-

alyzing more aggregate output price data, we do not find evidence for the fact that such

higher labor cost flexibility in Germany is translated into an improvement in relative prices

compared to Italy, suggesting that the containment in payroll expenditures implies rather a

less marked decrease in profits.
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Table 1: Descriptive statistics

Mean SD P10 P50 P90 Obs

Panel A: Italy

Employment 235.18 452.30 30 92 521 5172
Daily wage 96.98 24.03 69.64 93.13 127.98 5172
Daily wage, 15-34 80.61 15.70 61.79 78.94 101.37 5142
Daily wage, 35-54 99.95 25.33 71.43 95.91 133.26 5170
Daily wage, 55+ 124.26 52.59 69.17 113.79 187.36 5027
Total labor costs 8717.03 19820.15 694.11 2489.64 18525.64 5172
Hiring rate 0.13 0.22 0 0.07 0.28 5172
Hiring rate, 15-34 0.07 0.11 0 0.03 0.16 5172
Hiring rate, 35-54 0.06 0.11 0 0.02 0.12 5172
Hiring rate, 55+ 0.01 0.02 0 0 0.02 5172
Separation rate 0.13 0.21 0.02 0.07 0.26 5172
Separation rate, 15-34 0.05 0.10 0 0.02 0.12 5172
Separation rate, 35-54 0.06 0.11 0 0.03 0.12 5172
Separation rate, 55+ 0.02 0.03 0 0.02 0.06 5172

Panel B: Germany

Employment 196.84 315.92 30 92 442 2544
Daily wage 114.91 39.04 67.87 110.67 167.11 2544
Daily wage, 15-34 85.78 27.62 52.60 83.17 122.46 2529
Daily wage, 35-54 125.90 40.68 75.07 121.61 180.99 2544
Daily wage, 55+ 126.94 53.72 64.09 118.77 203.71 2528
Total labor costs 7110.61 13643.76 634.91 2609.93 16771.88 2544
Hiring rate 0.11 0.09 0.03 0.09 0.22 2544
Hiring rate, 15-34 0.06 0.05 0.01 0.05 0.13 2544
Hiring rate, 35-54 0.04 0.04 0 0.03 0.09 2544
Hiring rate, 55+ 0.01 0.01 0 0 0.03 2544
Separation rate 0.10 0.06 0.04 0.08 0.18 2544
Separation rate, 15-34 0.04 0.04 0 0.03 0.09 2544
Separation rate, 35-54 0.03 0.03 0 0.03 0.08 2544
Separation rate, 55+ 0.02 0.02 0 0.02 0.05 2544

Notes. IAB data for Germany and Invind-INPS-Cerved for Italy. See text, section 3, for details.
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Table 2: First stage estimates

(1) (2)
Italy Germany

Predicted change in exports volumes -0.915*** -0.773***
(0.077) (0.144)

Kleibergen-Paap F-stat 140.4 28.7

Obs. 862 424

Notes. The table reports first stage estimates of the relationship between the firm-level change in sales and
sector-level change in predicted export volumes between 2009 and 2008 (equation 3). See text for details on
the construction of variables. Standard errors clustered at the sector-level. Significance levels: * p < 0.1, **
p < 0.05, *** p < 0.01
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Figure 1: Predicted change in exports
Notes: The figure reports a scatter of the predicted change in exports by NACE Rev. 1.1 activity, computed as in equation

(2), in Germany and Italy.
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Figure 2: First stage
Notes: The figure reports point estimates for the first stage regression in which the firm-level year on year change in sales in

2009 is regressed on the predicted export shock for the same year (equation 3; see table 2 for details on the first stage regression);

but also for up to three lags (2008, 2007 and 2006) and two leads (2010, 2011) of the dependent variable and keeping constant

the shock at its 2009 value. Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) Credit limiting production

(b) Labor limiting production

Figure 3: Credit and labor limiting production
Notes: The figure reports estimates for an event study in which the percentage point variation in the fraction of firms declaring

that production is hindered either by credit restrictions (top panel) or by labor shortages (bottom panel) is regressed on the

instrumented change in exports. Vertical bars identify 95% confidence intervals.
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Figure 4: Hours worked per employee
Notes: The figure reports estimates for an event study in which the percentage variation in hours worked per employee is

regressed on the instrumented change in exports. Vertical bars identify 95% confidence intervals.

Figure 5: Daily wage
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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Figure 6: Employment
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.

Figure 7: Change in hirings and separations
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) Stayers

(b) New hires

Figure 8: Daily wage of stayers and new hires
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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Figure 9: Payroll
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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Figure 10: Output (National Accounts)
Notes: The figure reports estimates for an event study in which the percentage variation in output is regressed on the instrument.

Vertical bars identify 95% confidence intervals.
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(a) Hourly compensation (National Accounts)

(b) Employment heads (National Accounts)

Figure 11: Hourly compensation and employment heads from National Accounts data
Notes: The figure reports estimates for an event study in which the percentage variation in the dependent variable (either

hourly compensation or employment heads) is regressed on the instrument. Vertical bars identify 95% confidence intervals.
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Figure 12: Producer prices
Notes: The figure reports estimates for an event study in which the percentage variation in the dependent variable (either

producer prices or intermediate consumption) is regressed on the instrument. Vertical bars identify 95% confidence intervals.
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A Additional Figures and Tables
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Figure A.1: Trade flows
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Figure A.2: Sales, base year 2008
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(a) Employment dynamics

(b) Nominal wage dynamics

Figure A.3: Employment and wages
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(a) Hiring rate 15-34

(b) Hiring rate 35-54

(c) Hiring rate 55+

Figure A.4: Hiring rate
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(a) Separation rate 15-34

(b) Separation rate 35-54

(c) Separation rate 55+

Figure A.5: Separation rate
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Figure A.6: Average absolute change in revenues by quartile of change in export volume
Notes. The figure reports the average change in revenues between 2008 and 2009 at the firm-level (in absolute
values) by quartiles of the change in export volume at the sector-level. A higher quatile indicates a stronger
drop in exports between 2008 and 2009.
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Figure A.7: Exit rate
Notes. The figure reports the coefficient of year-by-year regressions of the exit probability on the predicted
change in exports. The dependent variable is a dummy equal to one if the firm is observed in a given year
and not observed in the next one.

46



Figure A.8: Sector-level volatility and change in predicted exports
Notes. The figure reports a scatter plot of the relationship between the coefficient of variation of gross value
added between 1995 and 2007 and the predicted change in exports between 2008 and 2009 at the sector-level
in Italy and Germany. Gross value added is measures in 2005 chain linked volumes from annual National
Accounts. The size of each marker is proportional to the sector-specific share of gross value added over total
gross value added.
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(a) 15-34

(b) 35-54

(c) 55+

Figure A.9: Daily wage, by age
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) 15-34

(b) 35-54

(c) 55+

Figure A.10: Employment shares by age
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) 15-34

(b) 35-54

(c) 55+

Figure A.11: Change in hirings by age
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) 15-34

(b) 35-54

(c) 55+

Figure A.12: Change in separations by age
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) Daily wage

(b) Employment

(c) Total labor costs

Figure A.13: Wages, employment and total labor costs by firm size
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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(a) Daily wage

(b) Employment

(c) Total labor costs

Figure A.14: Wages, employment and total labor costs by area
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.

53



(a) Daily wage

(b) Employment

(c) Total labor costs

Figure A.15: Wages, employment and total labor costs by collective agreement
Notes: The figure reports estimates for an event study for equation 4 in which the 2009 change in sales is instrumented with

the predicted change in exports (see equation 3 for the first stage specification and section 4 for a discussion of the identification

strategy.) Standard errors are clustered at the firm level, vertical bars identify 95% confidence intervals.
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Table A.1: Dynamic IV coefficients

Panel A: Italy Panel B: Germany
2006 2007 2008 2009 2010 2011 2006 2007 2008 2009 2010 2011

Daily wage 0.100 -0.022 0.062 -0.100 -0.038 0.042 0.066 0.053 0.021 -0.193 0.005 0.052
(0.033) (0.025) (0.028) (0.042) (0.022) (0.025) (0.041) (0.024) (0.019) (0.036) (0.065) (0.036)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Daily wage, stayers 0.088 -0.009 0.068 -0.120 -0.048 0.039 0.113 0.030 0.073 -0.221 -0.040 0.114
(0.035) (0.027) (0.034) (0.049) (0.019) (0.025) (0.047) (0.036) (0.034) (0.046) (0.068) (0.061)
[861] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Daily wage, new hires 0.215 0.182 -0.010 -0.041 0.119 -0.123 -0.116 -0.323 0.360 0.090 0.795 -0.271
(0.140) (0.183) (0.192) (0.272) (0.381) (0.298) (0.436) (0.568) (0.435) (0.213) (0.376) (0.644)
[757] [764] [777] [712] [647] [682] [392] [397] [398] [373] [368] [389]

Daily wage 15-34 0.111 -0.044 0.042 -0.089 -0.029 0.039 0.096 0.069 0.083 -0.229 -0.017 0.148
(0.054) (0.023) (0.033) (0.035) (0.044) (0.042) (0.074) (0.041) (0.082) (0.070) (0.062) (0.071)
[857] [856] [855] [859] [858] [851] [423] [423] [423] [421] [419] [419]

Daily wage 35-54 0.105 -0.012 0.075 -0.091 -0.054 0.056 0.071 0.030 0.027 -0.170 0.013 0.028
(0.029) (0.014) (0.031) (0.039) (0.021) (0.027) (0.054) (0.022) (0.021) (0.059) (0.067) (0.049)
[862] [862] [862] [862] [861] [861] [424] [424] [424] [424] [424] [424]

Daily wage 55+ 0.157 0.017 0.134 -0.137 0.027 -0.048 0.234 0.255 0.208 -0.181 -0.234 -0.042
(0.069) (0.101) (0.065) (0.166) (0.057) (0.064) (0.080) (0.119) (0.089) (0.114) (0.136) (0.102)
[806] [813] [824] [834] [839] [839] [418] [419] [421] [420] [420] [422]

Total labor costs 0.165 0.037 -0.062 -0.415 0.056 0.020 0.087 0.132 0.208 -0.185 -0.287 -0.017
(0.046) (0.037) (0.050) (0.054) (0.083) (0.051) (0.066) (0.059) (0.112) (0.044) (0.082) (0.049)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Employment 0.012 0.078 -0.075 -0.102 -0.123 -0.102 0.011 0.053 0.185 -0.037 -0.203 -0.152
(0.053) (0.039) (0.038) (0.054) (0.044) (0.048) (0.057) (0.055) (0.107) (0.063) (0.067) (0.084)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Hiring rate 0.122 0.046 -0.176 -0.094 0.029 -0.041 -0.153 -0.016 0.061 0.036 -0.109 -0.031
(0.037) (0.048) (0.038) (0.041) (0.047) (0.029) (0.080) (0.059) (0.106) (0.049) (0.062) (0.079)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Hiring rate 15-34 0.047 0.041 -0.061 -0.048 -0.006 -0.019 -0.076 0.010 0.045 0.073 -0.094 -0.058
(0.028) (0.022) (0.024) (0.032) (0.035) (0.028) (0.056) (0.055) (0.069) (0.028) (0.037) (0.038)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Hiring rate 35-54 0.051 0.026 -0.118 -0.022 0.031 -0.024 -0.066 -0.040 0.023 -0.042 -0.022 0.052
(0.020) (0.046) (0.028) (0.017) (0.014) (0.016) (0.036) (0.026) (0.046) (0.039) (0.027) (0.039)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Hiring rate 55+ 0.016 -0.017 0.013 -0.007 -0.006 -0.000 -0.008 0.013 -0.002 -0.005 0.014 -0.025
(0.003) (0.004) (0.006) (0.005) (0.005) (0.004) (0.012) (0.005) (0.018) (0.012) (0.011) (0.022)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Separation rate 0.018 0.052 -0.054 -0.078 -0.027 0.033 -0.003 -0.067 -0.063 0.263 0.050 -0.094
(0.042) (0.045) (0.036) (0.061) (0.044) (0.043) (0.069) (0.053) (0.051) (0.051) (0.085) (0.090)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Separation rate 15-34 0.016 0.015 0.002 -0.042 -0.027 0.025 -0.007 -0.038 -0.009 0.126 0.024 -0.070
(0.021) (0.018) (0.027) (0.026) (0.021) (0.020) (0.038) (0.030) (0.022) (0.037) (0.031) (0.028)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Separation rate 35-54 0.026 0.015 -0.028 -0.039 -0.017 0.024 0.036 -0.074 -0.015 0.107 0.001 0.007
(0.028) (0.035) (0.015) (0.038) (0.028) (0.035) (0.023) (0.042) (0.035) (0.048) (0.049) (0.041)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Separation rate 55+ -0.015 0.026 -0.030 0.020 0.009 -0.030 -0.035 0.030 -0.022 0.022 0.003 -0.009
(0.006) (0.008) (0.007) (0.011) (0.021) (0.015) (0.026) (0.013) (0.010) (0.022) (0.032) (0.041)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Share 15-34 0.032 -0.001 0.033 0.005 0.020 0.012 0.072 0.019 0.055 0.030 -0.120 0.030
(0.009) (0.048) (0.020) (0.025) (0.015) (0.016) (0.043) (0.034) (0.048) (0.025) (0.034) (0.035)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Share 35-54 -0.024 0.012 -0.032 -0.035 -0.029 0.008 -0.078 -0.013 -0.039 -0.083 0.070 0.008
(0.014) (0.050) (0.020) (0.026) (0.022) (0.016) (0.038) (0.028) (0.038) (0.032) (0.030) (0.031)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Share 55+ -0.007 -0.009 -0.002 0.031 0.012 -0.022 0.019 -0.007 -0.018 0.054 0.048 -0.034
(0.010) (0.005) (0.014) (0.009) (0.013) (0.006) (0.014) (0.031) (0.023) (0.021) (0.035) (0.030)
[862] [862] [862] [862] [862] [862] [424] [424] [424] [424] [424] [424]

Notes. The table reports the estimates from equation (4) for Italy in panel A and Germany in panel B. Standard errors, clustered at the 2-digit industry-level, are reported in
parentheses. The number of observations is reported in square brackets.

55



(*)	 Requests for copies should be sent to: 
Banca d’Italia – Servizio Studi di struttura economica e finanziaria – Divisione Biblioteca e Archivio storico – Via 
Nazionale, 91 – 00184 Rome – (fax 0039 06 47922059). They are available on the Internet www.bancaditalia.it.

RECENTLY PUBLISHED “TEMI” (*)

N.	1408	 –	 The impact of credit substitution between banks on investment, by Francesco Bripi 
(April 2023).

N.	1409	 –	 EU structural funds and GDP per capita: spatial var evidence for the European 
regions, by Sergio Destefanis and Valter Di Giacinto (April 2023).

N.	1410	 –	 Should inequality factor into central banks’ decisions?, by Niels-Jakob H. Hansen, 
Alessandro Lin and Rui C. Mano (April 2023).

N.	1399	 –	 Measuring peer effects in parental leaves: evidence from a reform, by Davide 
Dottori, Francesca Modena and Giulia Martina Tanzi (February 2023).

N.	1400	 –	 Firms’ innovation and university cooperation. New evidence from a survey of Italian 
firms, by Daniela Bragoli, Flavia Cortelezzi and Massimiliano Rigon (February 
2023).

N.	1401	 –	 Schools and the transmission of Sars-Cov-2: evidence from Italy, by Salvatore 
Lattanzio (February 2023).

N.	1402	 –	 Remittances in times of crisis: evidence from Italian corridors, by Alessio Ciarlone 
(February 2023).

N.	1403	 –	 EU banks’ dividend policies: main determinants and the role of capital ratios, by 
Salvatore Cardillo and Jacopo Raponi (February 2023).

N.	1394	 –	 The impact of “Metro C” in Rome on the housing market, by Federica Daniele and 
Elena Romito (December 2022).

N.	1395	 –	 Gender quotas, board diversity and spillover effects. Evidence from Italian banks, 
by Silvia Del Prete, Giulio Papini and Marco Tonello (December 2022).

N.	1396	 –	 Real-time inequalities and policies during the pandemic in the US, by Luisa 
Corrado, Daniela Fantozzi and Simona Giglioli (December 2022).

N.	1397	 –	 The impact of sovereign tensions on bank lending: identifying the channels at work, 
by Fabiana Sabatini (December 2022).

N.	1398	 –	 Make-up strategies and exchange rate pass-through in a low-interest-rate 
environment, by Alessandro Cantelmo, Pietro Cova, Alessandro Notarpietro and 
Massimiliano Pisani (December 2022).

N.	1389	 –	 Mediation Analysis Synthetic Control, by Giovanni Mellace and Alessandra 
Pasquini (November 2022).

N.	1390	 –	 The effects of partial employment protection reforms: evidence from Italy,  
by Diego Daruich, Sabrina Di Addario and Raffaele Saggio (November 2022).

N.	1391	 –	 The role of majority status in close election studies, by Matteo Alpino and Marta 
Crispino (November 2022).

N.	1392	 –	 Issuing bonds during the Covid-19 pandemic: is there an ESG premium?, 
by Fabrizio Ferriani (November 2022).

N.	1393	 –	 Economic fundamentals and stock market valuation: a CAPE-based approach, 
by Maria Ludovica Drudi and Federico Calogero Nucera (November 2022).

N.	1404	 –	 Financial fragilities and risk-taking of corporate bond funds  
in the aftermath of central bank policy interventions, by Nicola Branzoli, Raffaele 
Gallo, Antonio Ilari and Dario Portioli (March 2023).

N.	1405	 –	 Forecasting fiscal crises in emerging markets and low-income countries with machine 
learning models, by Raffaele De Marchi and Alessandro Moro (March 2023).

N.	1406	 –	 The role of banks’ technology adoption in credit markets  
during the pandemic, by Nicola Branzoli, Edoardo Rainone and Ilaria Supino 
(March 2023).

N.	1407	 –	 The macroeconomic effects of temperature surprise shocks, by Filippo Natoli 
(March 2023).



"TEMI" LATER PUBLISHED ELSEWHERE 
 

2021 
 

 
ACCETTURO A., A. LAMORGESE, S. MOCETTI and D. PELLEGRINO, Housing Price elasticity and growth: evidence 

from Italian cities, Journal of Economic Geography, v. 21, 3, pp. 367-396, WP 1267 (March 2020). 
AFFINITO M. and M. PIAZZA, Always look on the bright side? Central counterparties and interbank markets 

during the financial crisis, International Journal of Central Banking, v. 17, 1, pp. 231-283, WP 1181 
(July 2018). 

ALBANESE G., E. CIANI and G. DE BLASIO, Anything new in town? The local effects of urban regeneration policies 
in Italy, Regional Science and Urban Economics, v. 86, WP 1214 (April 2019). 

ALBANESE G., G. DE BLASIO and A. LOCATELLI, Does EU regional policy promote local TFP growth? 
Evidence from the Italian Mezzogiorno, Papers in Regional Science, v. 100, 2, pp. 327-348, WP 1253 
(December 2019). 

ALBERTAZZI A., A. NOBILI and F. M. SIGNORETTI, The bank lending channel of conventional and unconventional 
monetary policy, Journal of Money, Credit and Banking, v. 53, 2-3, pp. 261-299, WP 1094 (Jan 2017). 

ANZUINI A. and L. ROSSI, Fiscal policy in the US: a new measure of uncertainty and its effects on the 
American economy, Empirical Economics, v. 61, 6, pp. 2613-2634, WP 1197 (November 2018). 

APRIGLIANO V. and D. LIBERATI, Using credit variables to date business cycle and to estimate the probabilities 
of recession in real time, The Manchester School, v. 89, 51, pp. 76-96, WP 1229 (July 2019). 

AUER S., M. BERNARDINI and M. CECIONI, Corporate leverage and monetary policy effectiveness in the euro area, 
European Economic Review, v. 140, Article 103943, WP 1258 (December 2019). 

BANERJEE R, L. GAMBACORTA and E. SETTE, The real effects of relationship lending, Journal of Financial 
Intermediation, v. 48, Article 100923, WP 1133 (September 2017). 

BAMIEH O and A. CINTOLESI, Intergenerational Transmission in regulated professions and the role of familism, 
Journal of Economic Behavior & Organization, v. 192, pp. 857-879, WP 1350 (October 2021). 

BARONE G., F. DAVID, G. DE BLASIO and S. MOCETTI, How do house prices respond to mortgage supply?, Journal 
of Economic Geography, v. 21, 1, pp.127-140, WP 1282 (June 2020). 

BARONE G. and S. MOCETTI, Intergenerational mobility in the very long run: Florence 1427-2011, Review of 
Economic Studies, v. 88, 4, pp. 1863–1891, WP 1060 (April 2016). 

BARTOCCI A., L. BURLON, A. NOTARPIETRO and M. PISANI, Macroeconomic effects of non-standard monetary 
policy measures in the Euro Area: the role of corporate bond purchases, The Manchester School, v. 89, 
S1, pp. 97-130, WP 1241 (October 2019). 

BATINI N., A. CANTELMO, G. MELINA and S. VILLA, How loose, how tight? A measure of monetary and fiscal 
stance for the euro area, Oxford Economic Papers, v. 73, 4, pp. 1536-1556, WP 1295 (September 2020). 

BENETTON M. and D. FANTINO, Targeted monetary policy and bank lending behavior, Journal of Financial 
Economics, v. 142, 1, pp. 404-429, WP 1187 (September 2018). 

BUSETTI F., M. CAIVANO and D. DELLE MONACHE, Domestic and global determinants of inflation: evidence 
from expectile regression, Oxford Bulletin of Economics and Statistics, v. 83, 4, pp. 982-1001, WP 1225 
(June 2019). 

BUSETTI F., M. CAIVANO, D. DELLE MONACHE and C. PACELLA, The time-varying risk of Italian GDP, 
Economic Modelling, v. 101, Article 105522, WP 1288 (July 2020). 

BUSETTI F., S. NERI, A. NOTARPIETRO and M. PISANI, Monetary Policy strategies in the new normal: a model- 
based analysis for the Euro Area, Journal of Macroeconomics, v. 70, Article 103366, WP 1308 
(December 2020). 

CAPOLONGO A. and C. PACELLA, Forecasting inflation in the Euro Area: countries matter, Empirical 
Economics, v. 61, 4, pp. 2477-2499, WP 1224 (June 2019). 

CARMIGNANI A., G. DE BLASIO, C. DEMMA and A. D’IGNAZIO, Urbanization and firm access to credit, Journal of 
Regional Science, v. 61, 3, pp. 597-622, WP 1222 (June 2019). 

CORNELI F., Financial integration without financial development, Atlantic Economic Journal, v. 49, 2, pp. 201- 
220, WP 1120 (June 2017). 

COVA P., P. PAGANO, A. NOTARPIETRO and M. PISANI, Secular stagnation, R&D, public investment and monetary 
policy: a global-model perspective, Macroeconomic Dynamics, v. 25, 5, pp. 1267-1287, WP 1156 
(December 2017). 

DE PHILIPPIS M., Multitask agents and incentives: the case of teaching and research for university professors, 
Economic Journal, v. 131, 636, pp. 1643-1681, WP 1042 (December 2015). 

DEL PRETE S. and M. L. STEFANI, Women as "Gold Dust": gender diversity in top boards and the performance 
of Italian banks, Economic Notes, Monte dei Paschi di Siena, v. 50, 2, e12183, WP 1014 (June 2015). 



"TEMI" LATER PUBLISHED ELSEWHERE 
 

FERRERO G., M. LOBERTO and M. MICCOLI, The assets' pledgeability channel of unconventional monetary policy, 
Economic Inquiry, v. 59, 4, pp. 1547-1568, WP 1119 (June 2017). 

FIDORA M., C. GIORDANO and M. SCHMITZ, Real exchange rate misalignments in the Euro Area, Open 
Economies Review, v. 32, 1, pp. 71-107, WP 1162 (January 2018). 

GAMBACORTA L., G. RICOTTI, S. SUNDARESAN and Z. WANG, Tax effects on bank liability structure, European 
Economic Review, v. 138, Article 103820, WP 1101 (February 2017). 

HERTWECK M., V. LEWIS and S. VILLA, Going the extra mile: effort by workers and job-seekers, Journal of Money, 
Credit and Banking, v. 54, 8, pp. 2099-2127, WP 1277 (June 2020). 

LI F., A. MERCATANTI, T. MAKINEN and A. SILVESTRINI, A regression discontinuity design for ordinal running 
variables: evaluating central bank purchases of corporate bonds, The Annals of Applied Statistics, v. 15, 
1, pp. 304-322, WP 1213 (March 2019). 

LOSCHIAVO D., Big-city life (dis)satisfaction? The effect of urban living on subjective well-being, Journal of 
Economic Behavior & Organization, vol. 192, pp. 740-764, WP 1221 (June 2019). 

LOSCHIAVO D., Household debt and income inequality: evidence from Italian survey data, Review of Income 
and Wealth. v. 67, 1, pp. 61-103, WP 1095 (January 2017). 

METELLI L. and F. NATOLI, The international transmission of US tax shocks: a proxy-SVAR approach, IMF 
Economic Review, v. 69, 2, pp. 325-356, WP 1223 (June 2019). 

NISPI LANDI V. and A. SCHIAVONE, The effectiveness of capital controls, Open Economies Review, v. 32, 1, 
pp. 183-211, WP 1200 (November 2018). 

PAPETTI A., Demographics and the natural real interest rate: historical and projected paths for the Euro 
Area, Journal of Economic Dynamics and Control, v. 132, Article 04209, WP 1306 (November 2020). 

PEREDA FERNANDEZ S., Copula-based random effects models for clustered data, Journal of Business & 
Economic Statistics, v. 39, 2, pp. 575-588, WP 1092 (January 2017). 

 
 

2022 
 

ANDINI M., M. BOLDRINI, E. CIANI, G. DE BLASIO, A. D’IGNAZIO and A. PALADINI, Machine learning in the 
service of policy targeting: the case of public credit guarantees, Journal of Economic Behavior & 
Organization, v. 198, pp. 434-475, WP 1206 (February 2019). 

ANGELICO C., J. MARCUCCI, M. MICCOLI and F. QUARTA, Can we measure inflation expectations using 
twitter?, Journal of Econometrics, v. 228, 2, pp. 259-277, WP 1318 (February 2021). 

BARTOCCI A., A. NOTARPIETRO and M. PISANI, Covid-19 shock and fiscal-monetary policy mix in a monetary 
union, Economic challenges for Europe after the pandemic, Springer Proceedings in Business and 
Economics, Berlin-Heidelberg, Springer, WP 1313 (December 2020). 

BOTTERO M., C. MINOIU, J. PEYDRÒ, A. POLO, A. PRESBITERO and E. SETTE, Expansionary yet different: 
credit supply and real effects of negative interest rate policy, Journal of Financial Economics, v. 146, 
2, pp. 754-778, WP 1269 (March 2020). 

BRONZINI R., A. D’IGNAZIO and D. REVELLI, Financial structure and bank relationships of Italian multinational 
firms, Journal of Multinational Financial Management , v. 66, Article 100762, WP 1326 (March 2021). 

CANTELMO A., Rare disasters, the natural interest rate and monetary policy, Oxford Bulletin of Economics and 
Statistics, v. 84, 3, pp. 473-496, WP 1309 (December 2020). 

CARRIERO A., F. CORSELLO and M. MARCELLINO, The global component of inflation volatility, Journal of Applied 
Econometrics, v. 37, 4, pp. 700-721, WP 1170 (May 2018). 

CIAPANNA E. and G. ROVIGATTI, The grocery trolley race in times of Covid-19. Evidence from Italy, Italian 
Economic Journal / Rivista italiana degli economisti, v. 8, 2, pp. 471-498, WP 1341 (June 2021). 

CONTI A. M., A. NOBILI and F. M. SIGNORETTI, Bank capital requirement shocks: a narrative perspective, 
European Economic Review, v.151, Article 104254, WP 1199 (November 2018). 

FAIELLA I. and A. MISTRETTA, The net zero challenge for firms’ competitiveness, Envnmental & Resource 
Economics, v. 83, pp. 85-113, WP 1259 (February 2020). 

FERRIANI F. and G. VERONESE, Hedging and investment trade-offs in the U.S. oil industry, Energy 
Economics, v. 106, Article 105736, WP 1211 (March 2019). 

GUISO L., A. POZZI, A. TSOY, L. GAMBACORTA and P. E. MISTRULLI, The cost of steering in financial markets: 
evidence from the mortgage market, Journal of Financial Economics, v.143, 3, pp. 1209-1226,  
WP 1252 (December 2019). 

LAMORGESE A. and D. PELLEGRINO, Loss aversion in housing appraisal: evidence from Italian homeowners, 
Journal of Housing Economics, v. 56, Article 101826, WP 1248 (November 2019). 



"TEMI" LATER PUBLISHED ELSEWHERE 
 

LI F., T. MÄKINEN, A. MERCATANTI and A. SILVESTRINI, Causal analysis of central bank holdings of corporate 
bonds under interference, Economic Modelling, v.113, Article 105873, WP 1300 (November 2020). 

LOBERTO M, A. LUCIANI and M. PANGALLO, What do online listings tell us about the housing market?, 
International Journal of Central Banking, v. 18, 4, pp. 325-377, WP 1171 (April 2018). 

MIRENDA L., M. SAURO and L. RIZZICA, The economic effects of mafia: firm level evidence, American 
Economic Review, vol. 112, 8, pp. 2748-2773, WP 1235 (October 2019). 

MOCETTI S., G. ROMA and E. RUBOLINO, Knocking on parents’ doors: regulation and intergenerational 
mobility, Journal of Human Resources, v. 57, 2, pp. 525-554, WP 1182 (July 2018). 

PERICOLI M. and M. TABOGA, Nearly exact Bayesian estimation of non-linear no-arbitrage term-structure 
models, Journal of Financial Econometrics, v. 20, 5, pp. 807-838, WP 1189 (September 2018). 

ROSSI P. and D. SCALISE, Financial development and growth in European regions, Journal of Regional 
Science, v. 62, 2, pp. 389-411, WP 1246 (November 2019). 

SCHIVARDI F., E. SETTE and G. TABELLINI, Credit misallocation during the European financial crisis, 
Economic Journal, v. 132, 641, pp. 391-423, WP 1139 (September 2017). 

TABOGA M., Cross-country differences in the size of venture capital financing rounds: a machine learning 
approach, Empirical Economics, v. 62, 3, pp. 991-1012, WP 1243 (November 2019). 

 

2023 
 

APRIGLIANO V., S. EMILIOZZI, G. GUAITOLI, A. LUCIANI, J. MARCUCCI and L. MONTEFORTE, The power of text-
based indicators in forecasting Italian economic activity, International Journal of Forecasting, v. 39, 2, pp. 
791-808, WP 1321 (March 2021). 

BARTOCCI A., A. NOTARPIETRO and M. PISANI, Non-standard monetary policy measures in non-normal times, 
International Finance, v. 26, 1, pp. 19-35, WP 1251 (November 2019). 

DI ADDARIO S., P. KLINE, R. SAGGIO and M. SØLVSTEN, It ain’t where you’re from, it’s where you’re at: hiring 
origins, firm heterogeneity, and Wages, Journal of Econometrics,v. 233, 2, pp. 340-374, WP 1374 (June 
2022). 

FERRIANI F., Issuing bonds during the Covid-19 pandemic: was there an ESG premium?, International 
Review of Financial Analysis, v. 88, Article 102653, WP 1392 (November 2022). 

LOBERTO M., Foreclosures and house prices, Italian Economic Journal / Rivista italiana degli economisti, , v. 
9, 1, pp. 397-424, WP 1325 (March 2021). 

NERI S., Long-term inflation expectations and monetary policy in the Euro Area before the pandemic, European 
Economic Review, v. 154, Article 104426, WP 1357 (December 2021). 

ORAME A., Bank lending and the European debt crisis: evidence from a new survey, International Journal of 
Central Banking, v. 19, 1, pp. 243-300, WP 1279 (June 2020). 

 
 

FORTHCOMING 
 

CIAPANNA E, S. MOCETTI and A. NOTARPIETRO, The macroeconomic effects of structural reforms: an empirical 
and model-based approach, Economic Policy, WP 1303 (November 2022). 

GIORDANO C., Revisiting the real exchange rate misalignment-economic growth nexus via the across-sector 
misallocation channel, Review of International Economics, WP 1385 (October 2022). 

FERRARI A. and V. NISPI LANDI, Whatever it takes to save the planet? Central banks and unconventional 
green policy, Macroeconomic Dynamics, WP 1320 (February 2021). 

FERRARI A. and V. NISPI LANDI, Toward a green economy: the role of central bank's asset purchases, 
International Journal of Central Banking, WP 1358 (February 2022). 

LILLA F., Volatility bursts: a discrete-time option model with multiple volatility components, Journal of Financial 
Econometrics, WP 1336 (June 2021). 

LOMBARDI M. J., M. RIGGI and E. VIVIANO, Bargaining power and the Phillips curve: a micro-macro analysis, 
and wages, Journal of the European Economic Association, WP 1302 (November 2020). 

RAINONE E., Real-time identification and high frequency analysis of deposits outflows, Journal of Financial 
Econometrics, WP 1319 (February 2021). 

RIZZICA L., G. ROMA and G. ROVIGATTI, The effects of shop opening hours deregulation: evidence from 
Italy, The Journal of Law and Economics, WP 1281 (June 2020). 

TANZI G. M., Scars of youth non-employment and labour market conditions, Italian Economic Journal / Rivista 
italiana degli economisti, WP 1312 (December 2020). 


	Pagina vuota
	Monetary_policy_and_inequality.pdf
	IntroductionThis paper updates a previous version issued as an IMF working paper, see hansen2020should. The views expressed in this paper are those of the authors and do not necessarily represent those of the IMF, IMF policy, the Bank of Italy, its executive board, or the Eurosystem. We have benefited from insightful comments by Pierpaolo Benigno, Florin Bilbiie, Nina Biljanovska, Davide Debortoli, Anthony Diercks, Gauti Eggertsson, Ruy Lama, Jesper Lindé, Stefano Neri, Benjamin Moll, Gurnain Pasricha, Adrian Peralta-Alva, Alessandro Secchi, Ricardo Reis, Matthew Rognlie, Xin Tang, Marina Tavares, Carl Walsh, and participants in various seminars at the IMF, Brown University Macro Lunch, the FRB's Monetary and Financial Market Analysis Workshop, and the Swiss National Bank. We also thank Valentina Bonifacio for sharing SCF data. All remaining errors are our own. 
	A Stylized Model with Steady-state and Transitional Inequality 
	A Ricardian Agent, r
	A Keynesian Agent, k
	Labor Supply and Wage Rigidities
	Markets for Goods
	Market Clearing
	Fiscal Policy
	Equilibrium
	Approximate (Linearized) Equilibrium
	Steady State
	Technology Shocks
	Calibration

	Optimal Monetary Policy 
	The Social Welfare Function
	Intuition for the Welfare Weights
	Optimal Monetary Policy
	The RANK Optimal Monetary Policy
	Responses to TFP shocks

	Taylor rules
	Standard Taylor Rules and Inequality
	Augmented Taylor Rules
	Full evaluation of augmented Taylor Rules

	Conclusion
	References
	Details in Deriving Optimal and RANK-Optimal Policies 
	Approach
	Second order approximation
	Getting rid of the linear term
	Welfare Weights
	Maximization Problem
	Optimal Price Level Targeting 
	Details in Deriving RANK-Optimal Monetary Policy 

	Additional Figures and Tables
	Adding Shocks Beyond TFP

	Monetary_policy_and_inequality.pdf
	IntroductionThis paper updates a previous version issued as an IMF working paper, see hansen2020should. The views expressed in this paper are those of the authors and do not necessarily represent those of the IMF, IMF policy, the Bank of Italy, its executive board, or the Eurosystem. We have benefited from insightful comments by Pierpaolo Benigno, Florin Bilbiie, Nina Biljanovska, Davide Debortoli, Anthony Diercks, Gauti Eggertsson, Ruy Lama, Jesper Lindé, Stefano Neri, Benjamin Moll, Gurnain Pasricha, Adrian Peralta-Alva, Alessandro Secchi, Ricardo Reis, Matthew Rognlie, Xin Tang, Marina Tavares, Carl Walsh, and participants in various seminars at the IMF, Brown University Macro Lunch, the FRB's Monetary and Financial Market Analysis Workshop, and the Swiss National Bank. We also thank Valentina Bonifacio for sharing SCF data. All remaining errors are our own. 
	A Stylized Model with Steady-state and Transitional Inequality 
	A Ricardian Agent, r
	A Keynesian Agent, k
	Labor Supply and Wage Rigidities
	Markets for Goods
	Market Clearing
	Fiscal Policy
	Equilibrium
	Approximate (Linearized) Equilibrium
	Steady State
	Technology Shocks
	Calibration

	Optimal Monetary Policy 
	The Social Welfare Function
	Intuition for the Welfare Weights
	Optimal Monetary Policy
	The RANK Optimal Monetary Policy
	Responses to TFP shocks

	Taylor rules
	Standard Taylor Rules and Inequality
	Augmented Taylor Rules
	Full evaluation of augmented Taylor Rules

	Conclusion
	References
	Details in Deriving Optimal and RANK-Optimal Policies 
	Approach
	Second order approximation
	Getting rid of the linear term
	Welfare Weights
	Maximization Problem
	Optimal Price Level Targeting 
	Details in Deriving RANK-Optimal Monetary Policy 

	Additional Figures and Tables
	Adding Shocks Beyond TFP

	Monetary_policy_and_inequality.pdf
	IntroductionThis paper updates a previous version issued as an IMF working paper, see hansen2020should. The views expressed in this paper are those of the authors and do not necessarily represent those of the IMF, IMF policy, the Bank of Italy, its executive board, or the Eurosystem. We have benefited from insightful comments by Pierpaolo Benigno, Florin Bilbiie, Nina Biljanovska, Davide Debortoli, Anthony Diercks, Gauti Eggertsson, Ruy Lama, Jesper Lindé, Stefano Neri, Benjamin Moll, Gurnain Pasricha, Adrian Peralta-Alva, Alessandro Secchi, Ricardo Reis, Matthew Rognlie, Xin Tang, Marina Tavares, Carl Walsh, and participants in various seminars at the IMF, Brown University Macro Lunch, the FRB's Monetary and Financial Market Analysis Workshop, and the Swiss National Bank. We also thank Valentina Bonifacio for sharing SCF data. All remaining errors are our own. 
	A Stylized Model with Steady-state and Transitional Inequality 
	A Ricardian Agent, r
	A Keynesian Agent, k
	Labor Supply and Wage Rigidities
	Markets for Goods
	Market Clearing
	Fiscal Policy
	Equilibrium
	Approximate (Linearized) Equilibrium
	Steady State
	Technology Shocks
	Calibration

	Optimal Monetary Policy 
	The Social Welfare Function
	Intuition for the Welfare Weights
	Optimal Monetary Policy
	The RANK Optimal Monetary Policy
	Responses to TFP shocks

	Taylor rules
	Standard Taylor Rules and Inequality
	Augmented Taylor Rules
	Full evaluation of augmented Taylor Rules

	Conclusion
	References
	Details in Deriving Optimal and RANK-Optimal Policies 
	Approach
	Second order approximation
	Getting rid of the linear term
	Welfare Weights
	Maximization Problem
	Optimal Price Level Targeting 
	Details in Deriving RANK-Optimal Monetary Policy 

	Additional Figures and Tables
	Adding Shocks Beyond TFP




