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EXECUTUVE SUMMARY

Since the project has no completed deliverables so far, we ask for permission to delay the delivery of an executive summary in relation to the publication of the project’s literature review (D1), in February 2004.

SCIENTIFIC REPORT
1. Summary of the specific objectives for the first twelve months of the project

The first twelve months of the EDWIN project were planned to focus on starting as well as concluding the project’s first workpackage, and to start and speed up the work to be done within workpackages 2 to 4.

1.1
Workpackage 1 – Start-up of project: The main objective of WP1 was to set the overall context of the research workplan, or, more specifically:

· to design and write up a comprehensive literature review giving the current state-of-the-art of the research field covered in the project;

· to plan in detail the next four workpackages (WPs 2 to 5) as regards research design, methods and deadlines for delivery of partner-specific texts and results;

· to decide on major dissemination channels (joint reports and user-oriented seminars); and

· to transform data into required modes.

A first project meeting was to be arranged at the very start of the project in order to discuss and decide about the detailed planning of the research design to be followed and the methods to be adopted, including specification of the research to be undertaken by each partner at each phase of the project; the descriptive and statistical approaches to be used and the data transformations needed for performing the analyses agreed upon; and the deadlines to be kept, especially in view of the key deliverables and milestones of the project.

1.2
Workpackage 2 – Wage inequality in Europe: structure and inter-temporal change: The main objective of WP2 is to provide, using comparable data sources, an in-depth analysis of the structure and inter-temporal trend of inequality in the distribution of total and hourly earnings in the European countries over the period 1980 – 2000. More specifically, the analysis divides into a static part focusing on structures and a dynamic part exploring changes:

· The analysis of the structure of earnings inequality is based on one-way and multi-variate inequality decomposition by population sub-groups, as well as multiple classification analysis techniques, using information from the ECHP. Particular emphasis is paid to examining the impact of education, age, sex and sector of employment for the determination of aggregate inequality.

· The analysis of trends in aggregate inequality utilises additively decomposable inequality indices and inequality trend decomposition analysis. This approach enables changes in aggregate inequality in the distribution of earnings to be attributed to, respectively, changes in inequality “within-groups”, “between-groups”, and population shares. The analysis is performed on national micro-data covering long periods of time.

The analysis undertaken within WP2 will simultaneously complement the between- and within-cohort education-wage analyses of workpackages 3 and 4.

1.3
Workpackage 3 – Cohort effects on wages and (un)employment in Europe: The main objective of WP3 is to complement and update existing studies of cohort effects on wages and (un)employment with particular attention being paid to the educational attainment and gender dimensions. The rationale for this focus is that the current knowledge base does not fully cover all policy-relevant aspects, the broad spectrum of European countries, or the second part of the 1990s into the new millennium. In doing so, WP3 will deepen and widen the results on between-cohort wage inequality produced in WP2.

In particular, the analysis attempts to answer the following key questions: Does cohort size affect real wages and (un)employment? Is this effect temporary or permanent? Does it spill over to overall wages and (un)employment, or is it a relative phenomenon? What is the impact of cohort size on the supply of education and on its returns? Are there notable cohort-specific differences in earnings profiles? Are there significant gender differences in (younger) cohort participation rates? What are the effects on the gender wage gap? Answers to these questions are produced by estimating carefully specified statistical models, using appropriate regression techniques, from both ECHP data and pseudo-panels constructed from comparative national data sources.

1.4
Workpackage 4 – Returns to education and wage inequality in Europe: The main objective of WP4 is to provide European-wide evidence on average returns to education and on dispersions of returns around these means (thus highlighting the wage risks associated with individuals’ investments in education) that extends to the latter half of the 1990s and covers both genders. Special attention is paid to the situation of those having acquired a higher (tertiary) education. In doing so, the WP4 will deepen and widen the results on within-cohort and within-educational-group wage inequality produced in WP2. The analysis, which is intended to be based on both ECHP data and comparative national data sets, aims:

· To estimate Mincer-type wage equations, using ordinary least squares techniques (OLS), in order to extend the current knowledge of average returns to education up to the new millennium. This extension will uncover possible breaks in earlier trends in rates of returns and between-educational-group wage inequality within and across the European countries.

· To estimate Mincer-type wage equations, using quantile regression techniques, in order to uncover patterns and trends in the dispersion of returns around the mean and, thus, in within-educational-group wage inequality. Based on these findings, the magnitude and evolution of education-related wage risks are evaluated and their potential correlation with the level and trend in the average return to education is explored.
2. 
Overview of the technical progress including survey of the work carried out during the first twelve months of the project (on a task per task basis) and its main results 

2.1
WP1 – State of the art of the knowledge and research activities conducted in the field

The literature review to be produced by the project was discussed at length at the first project meeting, held in Helsinki in December 2002. It was noted that the theoretical and empirical literature on education and wage inequality is extremely broad, covering a variety of aspects. It was, therefore, decided that the national literature reviews to be written up by the partners should focus on answering two basic questions:

· To what extent is there inequality in education, that is, in the provision of and access to education (e.g. by the state, subsidies), and / or in educational attainment (including educational/occupational links)?
· Can educational inequality be linked to income/wage inequality (at the individual level and at the aggregate level)? 

The basic idea was to write up a broad-based review of the existing (national) literature covering both contemporary aspects and trends over time. It was agreed that gender, age, and intergenerational perspectives can be discussed at some length, but are preferably left to be dealt with in more detail in the last workpackage (WP5) of the project. 

The content of the national review reports was discussed once more at the project’s second meeting, held in Paris in May 2003. Based on that discussion, the coordinator provided a more detailed specification of the “common minimum content” of the national reviews. Deadlines were set in order to publish the literature review report in September – October 2003. These deadlines could not be kept by all partners, however. Major reasons for the delay have been: (1) a broader coverage of the education – wage inequality linkages than initially planned; (2) addition of an extra chapter, written by the coordinator, covering the extensive macroeconomic literature on the relation between education and inequality, and (3) an “earlier-than-planned” start of time-consuming national data gathering and calculations for WPs 2 and 3. 
The final literature review will be edited by the coordinator and the Norwegian partner. It will be published in the series of the co-ordinating organisation, ETLA. Non-edited versions of the separate chapters of the forthcoming review book are presently available at the project’s web site (http://www.etla.fi/edwin), in the “only-for-partners” section.

2.2 WP2 – Wage inequality in Europe: structure and inter-temporal change
The thematic coordinator of WP2, the Greek partner, presented at the project’s first meeting (Helsinki, December 2002) the ideas, planned content and preliminary deadlines of the workpackage. Put briefly, the workpackage divides into two main parts: 

· A first part based on ECHP data, conducted entirely by the Greek team. Preliminary results were presented at the project’s second meeting in Paris, May 2003, and finalised results, based on ECHP data for 1998, at the project’s third meeting in Milan, October 2003. At that meeting it was also agreed that, depending on the time budget, the Greek team will repeat the calculations for at least some of the other waves of the ECHP data. 
· A second part based on national data (preferably from 1975 or 1980, every 5th year onwards), co-ordinated by the Greek partner. During the first half of 2003, the partners first received data inquiry questionnaires and, later on, STATA routines for making the required country-specific inequality calculations. Preliminary cross-country results based on the country-specific calculations provided by partners were presented and discussed at the Milan meeting in October 2003. Due to data problems, Portugal is not likely to be included in this analysis. 

Both papers are in good progress and will soon be finalised. A next step will be to look for institutional settings related explanations for the observed inequality patterns and trends. This will be done in collaboration with the Norwegian partner, who is responsible for the WP5 task on labour market institutions and flexibility, and the Italian partner, who is responsible for WP3.

At the Milan project meeting it was also discussed to what extent the inequality analysis, so far based on average hourly wages, should be replicated for total earnings. It was noted that total earnings inequality is distinctly different from hourly wage inequality, and that such an extension of the analysis needs to be preceded by a discussion of what is actually measured when using the two wage concepts. It was agreed that the thematic coordinator of the workpackage (the Greek partner) elaborates on these matters.

The possibilities of the partners to provide national sector-specific inequality calculations were also discussed at the Milan project meeting. Whether or not such calculations can be produced will depend on the partner’s possibilities to make a reasonable distinction between sectors of employment, a matter that the thematic coordinator will try to sort out by means of an inquiry circulated among the partners.

Below follows a more detailed description of the two parts, including main findings, as provided by the thematic coordinator (the Greek partner). 

(1)
 A study of the structure of inequality in the distribution of hourly wages in the EU

For the purposes of this analysis we relied on truly comparable data reflecting genuine cross-country differences rather than data idiosyncrasies. More specifically, the data used were those of the 5th wave (1998) of the European Community Household Panel (ECHP) for all EU member states apart from the Netherlands and Sweden. Using one-way inequality decomposition by population sub-groups, aggregate inequality was decomposed into inequality emanating from differences “between groups” and inequality emanating from differences “within groups”, when wage and salary earners were grouped according to three key criteria: educational level, age (proxy for experience) and sex.

The first finding of our analysis is that the levels of aggregate inequality in the distribution of hourly earnings vary considerably across the EU. The lowest levels of inequality are observed in Denmark, Austria and Belgium, and the highest in Portugal, Greece, Ireland and Spain. The results of the one-way decomposition of inequality suggest that the picture varies widely across EU member states regarding the proportion of inequality that is attributable to differences between educational groups, age groups and gender. For example, in Portugal almost 40% of the observed differences appear to emanate from disparities between educational groups, while the corresponding share in the UK is around 5%. Likewise, in Germany differences across age groups appear to account for less than 5% of aggregate inequality, while in Greece they account for over a fifth of total inequality. Differences across countries are less substantial, but still considerable, when the employees are split according to their gender. In Germany, Austria and Luxembourg the contribution of differences between males and females to hourly earnings inequality are close to 7%, while in the Southern countries (Greece, Italy, Portugal and Spain) the corresponding proportion is around 1%. Further, broadly speaking it appears that the higher the level of inequality in the distribution of hourly earnings, the higher the proportion of aggregate inequality attributable to differences across educational (and, to a lesser extent, age) groups. In the final step of this part of the analysis, we calculated correlation coefficients between the level of inequality in the distribution of hourly earnings and a number of factors related to the labour market and the tax system. The results suggest that the higher the rate of return to schooling, the higher the level of inequality, and the higher the level of centralisation of labour market bargaining and of the progressivity of the tax system, the lower the level of inequality.

Then, wage and salary earners were grouped using the above three criteria (education, age and sex) simultaneously and a multi-variate decomposition of inequality was attempted. These results allow the quantification of the impact of disparities “between groups” and “within groups” when the sample is split into very small homogeneous categories. Once again, the results demonstrated that the differences across EU countries are very considerable. In Portugal, Greece and Luxembourg the three factors combined were found to account for over half of the total inequality in the distribution of hourly earnings, while in Denmark, Germany and the UK, the corresponding contributions were between 10% and 20%. In most countries, differences across educational groups were the main determinant of “between-groups” disparities.

Finally, using multiple classification analysis, the marginal effect of participation in a particular population group was examined while holding the impact of the other criteria (factors) constant. Thus, we were able to estimate the “independent” effect of the participation of a worker in, for instance, a particular educational group on his/her earnings vis-à-vis the average national earnings level.  Comparison of average and marginal effects from the participation in particular groups revealed that the differences in these effects were seldom more than quite modest.

(2)
 A study of inter-temporal changes in wage inequality in seven European countries

This study explores the dynamics of inequality in the distribution of hourly wage rates during the most recent decades in eight of the participating countries (Finland, France, Germany, Greece, Italy, Norway, Sweden and the UK) using so-called “trend inequality decomposition analysis”. Due to the ECHP being a young panel with only a few waves currently available to the research community, and the fact that the outlined type of dynamic analysis requires comparable data for longer periods of time, our study relies on national data sources. Although these data sets differ, to some extent, across countries – for example, some of them refer to gross while others to net wages – and cover periods of different length, they are truly comparable within countries. In recent decades, several changes took place in the labour markets of these countries regarding the labour force participation of women, the educational qualifications of the employees and the age structure of the workers.  In all but one of the countries under study (France), inequality in the distribution of hourly earnings rose during the investigated time period. In some of them quite substantially (Norway, Greece, Finland, Germany), while in others less so (Italy, Sweden and the UK).

Trend inequality decomposition analysis attributes the aggregate change in inequality to changes in inequality “within groups”, changes in inequality “between groups”, and changes in population shares.  When the workers are split according to their educational qualifications, the results of the analysis demonstrate that in all countries, changes in population shares have led to increases in inequality. In almost all cases, changes in inequality “between groups” have had a detrimental but small effect on inequality. Changes in inequality “within groups” have been associated with substantial increases in inequality in all countries apart from Sweden and France. When the workers are split by gender, almost all the changes in inequality are driven by changes in inequality “within groups”. Finally, when the workers are split into five age groups, the results are quite mixed. Changes in population shares had a strong negative effect on inequality only in Germany, whereas in the rest of the countries these effects were quite small. In four countries – Italy, Norway, Greece and Germany – changes in inequality between age groups have increased total inequality, while in the rest the impact was small. In Norway, Greece, Germany and Finland changes in inequality within age groups have caused increases in total inequality.

2.3 WP3 – Cohort effects on wages and (un)employment in Europe:
At the first project meeting in Helsinki (December 2002), the thematic coordinator of WP3 (the Italian partner) gave a comprehensive presentation of the chosen theoretical point of departure, the cohort crowding-out hypothesis, and the planned activities for the workpackage (a total of six different tasks). During the first half of 2003, the thematic coordinator collected and analysed literature related to WP3; checked definition consistency; elaborated illustrative descriptive statistics; circulated among partners data inquiry questionnaires; specified in detail the type of data needed to perform cross-country comparisons for WP3; distributed a STATA routine for extracting and computing the requested data; and established bilateral contacts with project partners to help them collect and provide proper data for their country. The final data set to be used in the analysis for WP3 is a pseudo-panel containing detailed information on employment, unemployment, population, and wages, disaggregated by cohort, gender and educational level, for all nine participating countries.

The current status of the cohort analysis was presented by the thematic coordinator at the Milan project meeting in October 2003. The data provided by partners were discussed and current problems in the data were pointed to. It was agreed that the thematic coordinator sends out “national reports” giving details on problems in the delivered data, and that corrections are made and solutions are found in cooperation with the thematic coordinator.

Also at the Milan project meeting, the thematic coordinator and the German partner presented preliminary results from a joint paper in progress on the effect of changes in cohort size on wages, based on ECHP data. In investigating whether the ageing of the European population have had any significant effect on relative wages, they distinguish between population and education cohort effects, with the former involving exclusively changes in demographics, and the latter involving changes in educational attainment. While the German partner has designed the theoretical model, the Italian partner has produced preliminary estimates of cohort effects from ECHP data on more than 10 European countries for the period 1994 – 2001. These preliminary results reveal interesting cross-country variation in the response of wages to changes in cohort size.

2.4 WP4 – Returns to education and wage inequality in Europe:
The thematic coordinator of WP4 (the Portuguese partner) presented, at the first project meeting in Helsinki (December 2002), some basic ideas about the content of the workpackage. It was agreed that the emphasis should preferably be on the risk aspect, as well as on potential explanations for the observed trends in within-group inequality, especially in relation to higher education. The content of the workpackage was specified over the next few months, and specific tasks to be undertaken within the framework of the workpackage were presented and discussed at the second project meeting held in Paris in May 2003.

At the Milan project meeting in October 2003, the Portuguese team could provide no follow-up information or results on the within-educational-group inequality analysis (WP4) for which it carries responsibility. It was agreed to urge the thematic coordinator of the workpackage to provide, as soon as possible, a progress report concerning the state-of-the-art of WP4 in relation to what was presented and promised in Paris in May and also in relation to what is written into WP4 in the Technical Annex. This progress report of the Portuguese theme indicates the following with respect to activities within WP4 undertaken in the first twelve months of the project:

The Portuguese team has explored the risks associated with investment in education in Portugal. This research has been done in two stages. First, building on previous research carried out by Prof. Pedro Telhado, the Portuguese team has used the last waves of the Portuguese Labour Survey to characterize the returns to education throughout the wage distribution. The evidence shows that the wage risk is higher in the private sector than in the public sector, and higher among women than among men. Moreover, the wage risk differs across university degrees. In a second stage, the Portuguese team has used ECHP data to compute several measures of wage inequality within educational groups. The analysis reveals that wage inequality is lower among workers with a higher education, as compared to workers with secondary or less than secondary education. These results suggest that the wage risk differs across levels of education, with higher levels exhibiting a lower wage risk.

2.5
WP5 – Exploring the link between education and wage inequality in Europe and its explanations
The specific objectives of WP5 are (1) to produce comparative and prospective new empirical knowledge on the link between education and wage inequality by drawing together and evaluating the findings of workpackages 2, 3 and 4; and (2) to contrast these findings against a number of education system and labour market institutions related factors that may potentially contribute to explaining the observed patterns of change within and across the European countries.
At the first project meeting in Helsinki (December 2002), the various tasks to be undertaken within WP5 were discussed only at a rather general level. It was agreed that task specifications and data requirements were to be circulated among partners before the 2nd project meeting (May 2003) so that each partner could decide, in view of available national data, whether or not it is possible to make a principal contribution to the task. Only marginal progress was achieved in this respect at the project meeting in Paris in May 2003, for which reason it was decided that the 3rd project meeting, in Milan in October 2003, should concentrated on WP5 – its structure, content and partner contributions.

The main outcome of the Milan meeting in October 2003 in relation to the various tasks of WP5 was as follows.

Task 1 – Labour market institutions and flexibility:

· Description of methodology/work: The diverse situation across European countries in terms of their labour market institutions and educational systems can be expected to shape not only overall wage inequality but also between- and within-educational-group wage inequality both across and within cohorts (thematic coordination: the Norwegian partner, in collaboration with the Greek and Italian partners)

· Milan meeting outcome: The thematic coordinator presented his ideas on how to approach the role of cross-country differences in labour market institutions for levels and trends of within-education-group wage inequality, with special reference to the higher educated. This research will be done in collaboration with the Greek and Italian teams. The final analysis of wage variation across countries and over time will depend decisively on the material produced in workpackages 2, 3 and 4 about trends in between- and within-group inequality. Two extensions of the analysis will be undertaken based on Norwegian data.

Task 2 – Over-education and job competition:

· Description of methodology/work: The possibility of the expansion in post-compulsory education having caused problems of increased over-education and job competition could offer at least part of an explanation for the growth in within-group wage inequalities (thematic coordinator: the Swedish partner).
· Milan meeting outcome: The thematic coordinator gave a brief introduction to the concept of over-education in relation to skill shortages and measurement problems, and highlighted these aspects with results for Sweden. A previous inquiry to partners about available national data on subjective and objective measures of over-education, including the possibilities offered by the ECHP data, displayed an urgent need to find alternative solutions to tackle the problem of measuring over-education in order to be able to produce cross-country comparative evidence. The UK team suggested the use of an external database to work out the empirical educational distribution in each occupation, by gender and age groups. This approach overcomes the problems of using endogenous references, that is, distributions calculated from the same data. It was decided that the thematic coordinator elaborates on this approach, and also finds out which partners have access to national data that allow this approach to be adopted, the objective being to produce cross-country comparative results for as many EDWIN countries as possible. At the moment, it seems that at least six countries can be covered. Because of good availability of data, the Swedish team will obviously be able to contribute most to the over-education task. Furthermore, since the “empirical educational distribution by occupation” method suggested by the UK team can be applied also to Swedish data, the Swedish team has the possibility to compare the results of as many as three different methods for measuring over-education. Accordingly, the results of the Swedish study will be of use also when evaluating the results of the cross-country comparative study.

Task 3 – Educational, skill and institutional quality differences: 

· Description of methodology/work: Quality differences may arise from a change in the quality of education over time, on the one hand, and from quality differences between educational institutions, on the other. If these quality differences affect the labour market outcomes of individuals, then they might, at least in part, explain the observed differences between and within cohorts (thematic coordinators: the French and the UK partner).
· Milan meeting outcome: Already at the project meeting in Paris (May 2003), it was noted that only a few countries will be able to cover the quality aspect and that the possibilities to produce cross-country comparative results are limited. Results highlighting the role of institutional related quality differences (quality differences between universities) can obviously be produced for Finland, France, Norway and the UK. The Finnish data will also allow for analysis of quality differences in relation to degree class and subject. The Norwegian team will contribute with an analysis of the relationship between school quality and work careers in relation to Norwegian tertiary education. The UK team will contribute with UK results on outcome differences due to quality differences at the secondary school level. The Swedish team will find out whether similar results can be produced for Sweden. An additional contribution is provided by the German team based on PISA data. This paper has recently been finalised, and its focus and main findings are briefly presented in point 8 of Annex 4 attached to this progress report. The UK team also seems to be able to contribute with at least some results showing the return to IT and its main sources.

Task 4 – Gender differences:

· Description of methodology/work: Women have increased their acquisition of human capital, and now in many countries and many subjects they graduate in higher numbers than men. In addition they now out-perform their male counterparts at many levels of post 16 education. The consequences of these changes have been dramatic for the labour markets of all European countries and had major repercussions on all aspects of all these societies. Available European data will allow us to describe how this major source of inequality within countries has changed over time. We will also document how this pattern has varied across European countries over time and describe the root causes in conjunction with legislative and equal opportunity changes (thematic coordinators: the French and the UK partner).

· Milan meeting outcome: At the Paris project meeting (May 2003), the thematic coordinators presented the main ideas of a joint paper of theirs focusing on the role of gender for between- and within-educational-group wage inequality in France and the UK (“Measuring Gender Wage Differentials Over Time and Across Countries”). At the Milan project meeting, the French thematic coordinator gave a detailed description of the data requirements for replicating this analysis for the other partner countries. It was decided that the French thematic coordinator circulates among partners an inquiry concerning the availability of appropriate data in each country, whereby the point-of-departure will be the search for a minimum common data requirement (country-specific digressions are allowed and welcome, of course). Based on the provided information on available national data it will be decided whether comparative analysis can be properly based on these data or whether ECHP data should be used instead. It was underlined at the project meeting that such a contribution on gender differentials from the EDWIN project would contain a considerable amount of added value since previous work in this area is from the early 90s.

· A more detailed presentation of the rationale for this task and its outline so far is delivered by the French thematic coordinator as Annex 3 of this progress report.

Task 5 – Experience and training:

· Description of methodology/work: If the opportunities to accumulate work experience of high demand in the European labour markets are correlated with key characteristics of the individual, particularly his/her educational level and age, this circumstance may be reflected in the observed variation in wage outcomes between and within educational groups and cohorts (thematic coordinators: the Italian and the Swedish partner).

· Milan meeting outcome: The Finnish team presented an industry-level based approach to exploring productivity and wage effects of employer-financed training. It was agreed that it is of interest to realise this approach for Finland and, based on that experience, decide whether or not it is worthwhile to try to replicate it for other EDWIN countries. The Italian partner will contribute with two papers on training based on the ECHP data. The Swedish partner will contribute with a paper on on-the-job training in Sweden, which compares the effects of training for three types of labour market outcomes – earnings, unemployment risks, and job satisfaction – based on two different measures of training. The UK partner will contribute with an overview paper on the assessed effects of state-run training programmes. The Finnish team is likely to be able to contribute with a literature review on assessed effects of training on individual labour market outcomes.

Details on the roles in and contributions to WP5 of each partner, according to the situation in October 2003, are given in Annex 1 of this progress report.

3.
Comparison of planned activities and actual work accomplished during the first twelve months of the project, in terms of technical content

There have been no significant deviations from the planned work progress with respect to scientific progress or scheduling aspects. The only noteworthy deviation from the timetable set out in the technical annex is the literature review of the project, which will, however, be published in early 2004. The major reasons for the delay were given in point 2.1 above.

In this context it should also be mentioned that the research activities of the partners comprise, already at this stage, work that will efficiently complement the research that the project partners have committed themselves to in the Technical Annex of the project. A selective list of this complementary research is given as Annex 4 of this progress report. 

4. Planned activities for the next six months (also see point 2 above)

In relation to WP1 – Start-up of project:
· Publication of the literature review.

· Continuous update of the project’s web site at http:// www.etla.fi/edwin
In relation to WP2 – Wage inequality in Europe: structure and inter-temporal change:
· Replicate the inequality analysis using total earnings rather than hourly wages.

· Extend the analysis by use of information on the worker’s sector of employment as a grouping factor.

· Examine the correlation between a number of institutional factors and the observed inequality in the distribution of hourly wages and total earnings.

· Produce a draft of the report “Wage inequality in Europe” (deliverable D2)

In relation to WP3 – Cohort effects on wages and (un)employment in Europe:
· Checking/correction/revision by partners of the national data contributed to the workpackage.

· Brief literature review on cohort effects, and production of first results concerning cohort effects on wages by educational level, based on the revised country-specific data.

· Finalisation of the Italian–German joint paper on cohort size and wages based on ECHP data.

In relation to WP4 – Returns to education and wage inequality in Europe:
· Investigation and comparison of the relation between education and wage risk for the European countries using ECHP data. Building on quintile regressions, evidence will be provided on the link between educational levels and wage risks differentiated by gender and sector of employment (private vs. public sector). Such distinctions are useful for identifying important differences in wage risks across different types of workers.

· Investigation of the evolution of wage risks and wage inequality across European countries. This evidence will also be used in an attempt to explore to what extent the recent evolution of wage risks has influenced the observed pattern of wage inequality.

· The German partner will contribute to WP4 with a paper comparing within-education-group wage inequality for France and Germany. A brief presentation is given in point 9 of Annex 4 attached to this progress report of the focus and main findings this paper, which is close to completion. The Finnish partner will find out whether the same analysis could be replicated for Finland.

· The Greek team is producing a multitude of results concerning within-educational-group wage inequality, at least part of which could be used as an input into WP4.

In relation to WP5 – Exploring the link between education and wage inequality in Europe and its explanations:
· The different tasks proceed according to the detailed plans laid down at the Milan project meeting in October 2003. Please see point 2.5 above and Annex 1.

In relation to the first policy-oriented workshop, to be held in Mannheim on June 24, 2004:

· The programme and practical arrangements of the workshop are planned by the coordinator in close cooperation with partners and, particularly, with the organising partner (Germany). The preliminary agenda of the workshop is attached to this progress report as Annex 2.

Finally, there are no reasons whatsoever for proposing revisions to the work programme based on critical assessment of the results achieved so far. Research findings having occurred elsewhere, in the field of the project, are notified and, whenever relevant, used as input in the present project, but they do not necessitate revisions to the work programme of the project.

5.
List of project deliverables 

There are no contractual deliverables to report. (Cf. point 3 above.)

6.
Exploitation and dissemination of results

· contacts with potential users: the contacts include the national ministries of education as well as other national stakeholders, and also the Employment and Social Affairs DG (Georg Fischer);

· partner publications linked to the project over the past twelve months:

Ammermüller, A. and Weber, A.M. (2003), “Education and Wage Inequality in Germany - Review of the Empirical Literature”, ZEW Discussion Paper 03-29.

Ammermueller, A., H. Heijke and L. Woessmann (2003), “Schooling Quality in Eastern Europe: Educational Production During Transition”, IZA Discussion Paper no 746. Downloadable at ftp://ftp.iza.org/dps/dp746.pdf
Ammermüller, A. (2003), What makes the differences? Explaining the gap in PISA test scores between Finland and Germany. Mimeo. Forthcoming as ZEW discussion paper.

Szulkin R. and J. Jonsson (2003), “Etnic Segregation and Educational Outcomes in Swedish Comprehensive Schools: A Multilevel Analysis”. Dept. of Sociology, Stockholm University. Mimeo.

le Grand C., R. Szulkin and M. Tåhlin (2004), “Matching in the Swedish labour market 1974-2000: Overeducation or skill shortage?” Chapter in a volume of studies on work and family issues, edited by Bygren, M., M. Gähler, and M. Nermo, SNS Förlag, Stockholm. (in Swedish)

le Grand C., R. Szulkin and M. Tåhlin (2003), “How are the skill requirements of jobs changing? Conceptions and reality”, Framtider (Futures), No. 2, 11–16. (in Swedish)

Skalli, A. (2003), “Are successive investments in education equally worthwhile: Endogenous schooling decisions and non-linearities in the earnings-schooling relationship”. ERMES. Mimeo.

Dolton, P. and A.Vignoles (2002), “Is a Broader Curriculum Better”, Economics of Education Review 21(5), 415–429. 

Dolton, P., G. Makepeace and H. Joshi (2003), “The World of Paid Work”, Chapter 4 in Changing Britain, Changing Lives. Volume to be published by IoE in 2003.

Dolton, P., G. Makepeace and H. Joshi (2003), “From School to Work”, Chapter 3 in Changing Britain, Changing Lives. Volume to be published by IoE in 2003.

Dolton, P. (2003), “A Review of the Economics Analysis of School Choice”, Economic Journal 113(485), F167–179. 

Dolton, P., Oscar Marcenaro and L. Navarro (2003), “The Effective Use of Student Time: A Stochastic Production Frontier Case Study”, Economics of Education Review 22, 547–560.

Dolton, P. and S. McIntosh (2003), “Public and Private Sector Relative Earnings”. Chapter in Wadsworth and  Gregg (eds), The State of Labour Under New Labour, 2nd edition.

Dolton, P. (2003), “Improving Educational Quality: How Best to Evaluate Our Schools? In Education in the 21st Century, Boston Federal Reserve Bank, 225–236.

Dolton, P. and M. Silles (2004), “The Determinants and Consequences of Overeducation”. Forthcoming in Overeducation in Europe: Current Issues in Theory and Policy.
Dolton, P., A. Vignoles and R. Levacic (2004), “The Economic Effects of School Quality”. Forthcoming as Chapter 3 in Human Capital and the Life Cycle: a European Perspective.

Dolton, P. (2004), “The Economic Assessment of Training”. Forthcoming chapter in International Handbook of Education Economics to be published by Edward Elgar.

Dolton, P. and G. Makepeace (2004), “Computer Use and Earnings in Britain”. Forthcoming in Economic Journal.

Galindo-Rueda, F. and A. Vignoles (2003), “Class Ridden or Meritocratic? An Economic Analysis of Recent changes in Britain”.

Lauer, C. (2003), Impact of education on earnings level and risk – A French-German comparison. Mimeo. Forthcoming as ZEW discussion paper.

· partner conference presentations linked to the project:

Ammermueller, A., H. Heijke and L. Woessmann, “Schooling Quality in Eastern Europe: Educational Production During Transition”. Presentation at a seminar of the Research Centre for Education and the Labour market (ROA), Maastricht, NL, Spring 2003.

Swedish team: “Matching in the Swedish labour market 1974-2000: Overeducation or skill shortage?” Seminar presentation at the Dept. of Economics, Stockholm University, June 2003.

Dolton, P. and M. Silles, “The Determinants and Consequences of Overeducation”. Presentatation at the Berlin Conference on Overeducation 21-23 Nov 2002. 

Dolton, P. and G. Makepeace, “Computer Use and Earnings in Britain”. Presentatation at the Royal Economic Society, University of Warwick, 2003.

Galindo-Rueda, F. and A. Vignoles, “Class Ridden or Meritocratic?: An Economic Analysis of Recent changes in Britain”. Presentation at the Paris CEPR Conference on Education and Inequality, 16/17th May, 2003.

Dolton, P., G. Makepeace and O. Marcenaro, “Career progression”. Presentation at the QCA in London on 31st March, 2003.

Dolton, P., “Public and Private Sector Pay Differences”. Presentation to the HMTreasury in London on 25th April, 2003.

Dolton, P., “Career Progression”. Presentation at the Society of Population Economics Conference, June 2003, New York.

Tsakloglou, P., “Short-term poverty dynamics in Europe: A comparative analysis”. Presentation at the 17th Annual Meeting of the European Society for Population Economics, New York, USA, June 2003.

Portuguese team: “The benefits of undertaking vocational education in Madeira”. Presentation at the European Research Network on Transitions in Youth Workshop, Funchal, September 2003.

· other aspects of results dissemination: the project’s web site at http:// www.etla.fi/edwin
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7.
Management and coordination aspects

The co-ordination activities within the project over the first twelve months have consisted of regular contacts over email and three project meetings, held in Helsinki on December 9, 2002; Paris on May 19, 2003; and Milan on October 17–18, 2003.

The time table for up-coming project meetings / workshops is:

· Policy-oriented Workshop I: Mannheim, June 24, 2004. The preliminary agenda of the workshop is added as Annex 2 to this progress report. A project meeting is held in relation to the workshop.

· Project meeting: Madeira, October / November 2004.

· Policy-oriented Workshop II: Brussels, April 2005, in co-operation with DG Research.

The project’s web site can be found at the address http://www.etla.fi/edwin. The web site functions at two separate levels: one public level, accessible by all, and one partner level, accessible with a user code and password only. 

The chart below is reproduced from the project’s Technical Annex. Blue shaded texts roughly indicate which parts the project has covered during its first twelve months.

	Months of duration of the project:
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There has been one change in the partner organisation contact information: the UK responsible partner (Prof. Peter Dolton) has moved from the Institute of Education (London) to the London School of Economics (London) as from September 1, 2003. The necessary amendment of the EDWIN project contract is in progress.

The list of contact information from the Technical Annex is replicated below with the new contact information for the UK partner organisation properly included. There has also been a change in the email addresses of the Italian and Norwegian partners.

	Title :          Education and wage inequality in Europe
Acronym :  EDWIN

Duration:     30 months

	Partner n°
	Partner role
	Organisation Name
	Country
	Scientist Responsible 
	Gender

	1
	CO
	The Research Institute of the Finnish Economy – ETLA 
	Finland
	Dr Rita Asplund            Email: Rita.Asplund@etla.fi
	F

	2
	CR
	Centre for Economic Research and Environmental Strategy – CERES 
	Greece
	Prof. Panos Tsakloglou  Email: tsaklog@aueb.gr
	M

	3
	CR
	Fondazione Eni Enrico Mattei
	Italy
	Prof. Claudio Lucifora    Email: claudio.lucifora@unicatt.it
	M

	4
	CR
	Universidade da Madeira
	Portugal
	Prof. Pedro Telhado Pereira Email: ppereira@uma.pt
	M

	5
	CR
	Université Panthéon-Assas (Paris 2)  Equipe de Recherche sur le Marchés, l’Emploi et la Simulation – ERMES
	France
	Dr Ali Skalli                   Email: skalli@u-paris2.fr
	M

	6
	CR
	Institute for Social Research
	Norway
	Prof. Erling Barth           Email: erling.barth@samfunnsforskning.no
	M

	7
	CR
	Stockholm University                       Swedish Institute for Social Research – SOFI
	Sweden
	Prof. Carl le Grand          Email: carl.le.grand@sofi.su.se
	M

	8
	CR
	London School of Economics
	UK
	Prof. Peter Dolton          Email:  Peter.Dolton@lse.ac.uk 
	M

	9
	CR
	Zentrum für Europäische Wirtschaftsforschung – ZEW 
	Germany
	MSc. Charlotte Lauer     Email: lauer@zew.de
	F


8.
Annexes

Annex 1: Detailed WP5 working plan as of October 2003

Annex 2: Preliminary agenda for the 1st Policy-oriented workshop

Annex 3: WP5, Task 4 – Gender Differences (report by the French thematic coordinator)

Annex 4: Selective list of partner-specific research in progress in close connection to the themes to be covered in the EDWIN project as outlined in the Technical Annex

Annex 1: Detailed WP5 working plan as of October 2003

	WPP5 tasks:
	Summary paper on WPs 2 – 4 
	LM institutions & flex
	Over-education
	Quality
	Gender
	Training

	Comment
	
	Individual partners will contribute with the data requested by the theme coordinator.
	Individual partners will explore their possibilities to contribute based on a data request to be sent out by the Swedish team.
	
	Individual partners will explore their possibilities to contribute based on a data request to be sent out by Ali.
	

	Finland
	Responsible
	
	
	Finnish paper (by Liisa)
	
	Finnish paper (by Edvard)

Review paper (by Rita)

	Greece
	
	principal collaborator
	
	
	Greek paper + cross-country paper based on the ECHP (by Yiannis)
	

	Italy
	
	principal collaborator
	
	
	Italian paper (by Simona)
	Two papers by Giorgio based on ECHP data.

	Portugal
	
	
	
	
	
	Portuguese paper (by Pedro)

	France
	
	
	
	Contributes with paper on France
	coordinator
	

	Norway
	Responsible
	coordinator

(+ 2 papers on Norway)
	
	Contributes with paper on Norway
	
	

	Sweden
	
	
	coordinator

(+ Swedish paper)
	Contributes with paper on sec. school level quality differences
	Swedish paper (by Calle)
	Swedish paper (by Calle)

	UK
	
	
	principal collaborator

(+ one UK paper)
	Contribute with at least two papers on the UK
	coordinator
	Cross-country training paper (by Peter)

	Germany
	
	
	
	Contributes with PISA study paper
	
	


Annex 2: Preliminary agenda for the 1st Policy-oriented workshop

EDWIN

Education and Wage Inequality in Europe

1st Policy-oriented workshop

June 24, 2004

ZEW, Mannheim, Germany

Preliminary Programme

  9:00
Opening (15 minutes, at most)

  9:15
Keynote speaker (45 minutes) [Psacharopoulus accepted principally]
10:00
Coffee break

10:30
WP2 presentation (45 minutes, incl. discussion)

11:15
WP3 presentation (45 minutes, incl. discussion)

12:00
Lunch

13:00
Keynote speaker (45 minutes) [Card, Hanushek, Machin????]
13:45
WP4 presentation (45 minutes, incl. discussion)

14:30
Coffee break

15:00
Invited comments (15-20 minutes each) (3-4 persons)

· Paul Johnson [accepted]
· Patrick Werquin (OECD) [accepted]
· Someone from Germany

· Paolo Garonna [accepted]
· Richard Brean (we need a sociologist!)

incl. discussion

16:30
Closing of the workshop

 Annex 3: WP5, Task 4 – Gender Differences (report by the French thematic coordinator)

During the last three decades, many countries have experienced a continuous rise in educational enrolment rates. In particular, we have observed a higher rate of female participation in the labour market accompanied by a rising male-female wage differential. A remarkable feature of this evolution is that the increase in educational investments has been faster for women than for men. In many countries, women have also been outperforming men in terms of educational achievements in school and university examinations. It is therefore important to investigate the impact of such dynamics on the gender wage differential.

Indeed, one would reasonably expect that the relatively higher accumulation of human capital by women yields a lower wage differential. However, whether this impact is systematic or not also depends on the evolution of the returns to schooling. There is indeed European evidence that these are not necessarily equal for males and females. In addition, the increase in women’s educational levels has been accompanied by other behavioural changes which are indirect effects of the rising enrolment rates and which could also have significant impacts on wages and therefore on the gender wage gap.

First, by increasing the wage levels women could expect, their relatively higher educational levels also induce them to increase their labour supply. It is indeed a stylised fact that women’s participation in the labour market has also notably increased during the last three decades. At the same time, however, the proportion of women working part-time has also sharply increased. Whether female part-timers are women who would not have joined the labour market had they belonged to an older cohort with an equal or lower educational level, is a question that is worth exploring. It is also worth asking whether women in past generations would have worked full time if their male partners had earned lees than they do today.

Second, it is reasonable to expect that due to their relatively higher educational levels, women belonging to young cohorts have access to a wider range of job opportunities.  Indeed, the extent of occupational segregation by gender was much higher in most countries 30 years ago than it is today. These changes in the occupational distributions of males and females over time are also likely to influence the evolution of wage differentials. 

Finally, another issue that is worth investigating is that of simultaneity. If younger cohorts of women are relatively more educated, then one would expect their expected wages to be higher either via the returns to education and steeper age-earnings profiles or via higher participation levels and better job opportunities. A question of interest is therefore how such labour market outcomes influence enrolment behaviours of women belonging to newer cohorts.

During the Paris project meeting (May 2003), the French thematic coordinator presented a paper (in collaboration with the UK thematic coordinator) summarizing the methodological difficulties that the complex nature of these observed patterns raise. A testing strategy designed to overcome these difficulties was proposed. It entails estimation of simultaneous-equation models of the cross-cohort evolution of gender wage differentials, where the endogeneity of (i) schooling, (ii) participation to the labour market and (iii) occupational choice are simultaneously accounted for. While this model accounts for the interdependences between a variety of potential gender gap determinants, it is data demanding. In order to proceed along these lines, information has been gathered from each project partner about the availability of proper national data. One remaining difficulty is to derive a specification that yields comparable results across the EDWIN countries.
Annex 4: 
Selective list of partner-specific research in progress in close connection to the themes to be covered in the EDWIN project as outlined in the Technical Annex

1. Research on gender earnings gaps and quantile regression analysis of returns to education. (Greek team)

2. The determinants of the access to further education: The literature review for Portugal shows that the existing evidence on education and wage inequality is surprisingly scarce. Most of the topics covered in the national reviews prepared by the other EDWIN partners cannot be properly covered for Portugal. Lack of proper data sources arises as one explanation. Thus for example, there are no studies that explicitly analyze the determinants of the demand for education in Portugal. This topic is an important aspect of the relation between education and wage inequality, as many international studies have shown that low educated and poor parents act as a cultural barrier to the youth’s demand for further education. Thus, family background may promote the intergenerational transmission of economic inequality. This effect is likely to be intense in Portugal, for it is the European country with the highest returns to education and with one of the lowest average educational levels. The Portuguese team is planning to address this topic using the latest waves of the ECHP. The analysis will be carried out for Portugal, as well as for other European countries. This will provide further evidence on the key factors governing the access to education across European countries. The results for Portugal will be compared to those of other European countries. (Portuguese team)

3. The returns to training in Portugal: Returns to training in Portugal are estimated from the latest waves of the Portuguese Labour Force Survey. The main advantage of this data set is that from 1998 on, it classifies training activities according to three (mutually exclusive) criteria: i) specific, non-specific training, ii) location of the training activities, and iii) content. Thus, the study can provide estimations of the returns to different forms of training. Additionally, the study differentiates between different types of workers, according to their experience, tenure, educational level and sectoral activity. This reveals important differences in the returns to training for different types of employees. (Portuguese team)

4. The benefits of undertaking vocational education in Madeira: The private benefits of undertaking courses of vocational education in the Portuguese region of Madeira are studied, in a first stage, by use of the Survey of Insertion, collected by the Regional Secretary of Education from 1997 on. The survey is based on a representative sample of youths that undertook vocational courses two years prior to the interview. Individuals are asked to report information regarding age, education level, type and length of the vocational course, and their labour market status at three different moments of time: one month, one year, and two years after finishing vocational education. The study uses this information to explore the factors that have facilitated the transition from vocational education to work in Madeira. Special emphasis is placed on differences between genders, education levels and the type of vocational formation. In a second stage, the study will use the Portuguese Labour Force Survey to discuss whether or not participating in training activities reduces the probability of being unemployed. Additionally, the study will estimate returns to training in the Portuguese region of Madeira. The preliminary evidence suggests that training in Madeira might act as a remedial education, insofar as the returns to formal education are much lower than in the rest of the country while the returns to training are the highest. (Portuguese team)

5. Work on: education quality and standards in the UK; educational quality; public /private sector wage differences in the UK; career progression; paper titled “Its Not What you do – it’s the way that you do it”; paper titled “The Assessment of the Effect of Type Computer Use on Earnings”. (UK team)

6. Education and Wage Inequality: A synthetic measure of the contribution of education to wage inequality is the returns to education estimated from Mincer-type equations. Adoption of this approach, however, requires that the measure of individuals’ educational achievements be modelled as the outcome of individuals’ choices. Neglecting the endogeneity of schooling decisions might indeed result in a large bias in the estimated returns. – So far, quite a large number of studies have addressed this issue. Unfortunately, the earnings-schooling relationship is most of the time assumed to be linear while there is clear evidence that it is not. On the other hand, studies that account for non-linearities simply ignore the endogeneity issue. The reason for this is that simultaneous treatment of endogeneity and non-linearity is data demanding and requires the use of more complex econometric tools. – There are at least two reasons for the estimation of grade-dependent returns to schooling, both with important policy implications. First, one message from the EU-funded PURE project is that the returns to schooling estimated by assuming linearity vary over time. Suppose the earnings-schooling relationship is concave. Then a one percentage point variation in the returns to schooling might be due to either a large change in the returns to the highest grades or to a slight variation only in the returns to lower secondary education, or even to any combination of these. Second, non-linearity might also shed some light on the debate between advocates of human capital theory and those of the screening hypothesis. Suppose again that the earnings-schooling relationship is concave. Then, decreasing returns could be interpreted in line of human capital theory as reflecting decreasing marginal returns or decreasing amounts of accumulated human capital. In contrast, interpretation in light of the signalling theory is more problematic. That the marginal returns to high schooling levels are decreasing could be seen as a means that employers use to induce low ability individuals (incurring increasingly high signalling costs) not to invest in further education. That the marginal returns to secondary educational levels are higher than the returns to higher education is by no means a prediction of the signalling theory. – Besides overlooking endogeneity, another weakness of studies relying on a non-linear earnings-schooling relationship is that they either assume ad hoc non-linearity schemes (quadratic or cubic functions) or impose sheepskin effects as the only source of non-linearity. The paper “Are Successive Investments in Education Equally Worthwhile? Endogenous Schooling Decisions and Non-linearities in the Earnings-schooling Relationship” proposes a testing strategy which accounts simultaneously for endogeneity and non-linearity while imposing no specific non-linearity scheme and without assuming that the returns to the other individual endowments (age, seniority, etc) are independent of educational achievements. The results, which are so far based on French data only show that (i) endogeneity is indeed a crucial issue, (ii) the earnings-schooling relationship is not linear, (iii) constraining age-earnings and seniority-earnings profiles not to differ from one educational level to another systematically results in a bias in the estimated returns to schooling and (iv) schooling levels are correlated with starting wages and with the slopes of age-earnings profiles, not with the marginal returns to successive levels of education. (French team)

7. Cohort Effects in the Relationship between Education and Wage Inequality: One result from the above study is confirmation of the prediction of human capital theory; that education influences, not only starting wages, but also age-earnings profiles. One could, indeed, reasonably expect education to endow individuals with a higher propensity to accumulate human capital throughout their working lives. In a cross-sectional framework, it is, however, hard to identify which part of the returns to age is due to the process of accumulating human capital and which part is due to cohort effects; that is, to younger cohorts being more educated on average than older ones. It might therefore be interesting to address this identification issue, as one of its advantages is that it might shed light on the two means by which education influences wage inequality: an instantaneous effect since highly educated individuals enjoy, in general, higher wages, and a long-term effect, since education influences the dynamics of wage evolution via age-earnings profiles. – Attempts are made to estimate a model that allows identification of these two dimensions of the effect of education on wage inequality in France. The strategy is as follows. First, for each educational level, estimate age-specific earnings functions while accounting for the endogeneity of schooling (using the same methodology as in the French study discussed above in point 7). Second, for each cohort, simulate the hypothetical wage distributions one would have observed, had all individuals had the same educational level. This yields hypothetical wage distributions conditional on either cohorts or educational levels. Third, estimate inequality measures associated with these hypothetical wage distributions. Within a given cohort, these inequality measures allow assessing the effect of education on wages. Within educational levels, they allow assessing the cohort-effect of education on wages. –Though important progress has been made on solving the involved econometric problems, no reliable results are available yet. In case the French results turn out to be interesting and the project partners agree, a similar analysis could be conducted for the other countries, too, based on the ECHP data. (French team)

8. Ammermueller, Andreas: What makes the differences? Explaining the gap in PISA test scores between Finland and Germany (mimeo., forthcoming as ZEW discussion paper): The huge difference in student performance in the 2000 PISA study between Finland and Germany motivates this paper. It seeks to explain why Finnish students performed so much better and with a lower dispersion than German students. Educational production functions have been estimated for both countries, where the reading proficiency test score is regressed on a set of variables depicting social background, school resources and institutional factors. The gap between Finland and Germany in the reading proficiency test scores is then decomposed into different components, using Oaxaca-Blinder and Juhn-Murphy-Pierce decomposition techniques. Thus, not only the average test score gap is decomposed, but also the whole score distribution. The analysis shows that German students have on average more favourable characteristics, although this does not hold for the lowest deciles, but these characteristics do not translate to the same extent into test score points than for Finnish students. Furthermore, the results suggest that early streaming in Germany punishes students in lower school types and leads to a greater inequality in educational achievement. It remains unclear, however, if this can be attributed to the effect of school types per se or to the effect student background and ability that determine the allocation process of students into school types. Moreover, resources produce higher test scores in Finland, where teachers are more highly educated. Overall, the observable characteristics – in particular the social background – explain a larger part of the variation in test scores in Germany than in Finland, which implies stronger social inequalities in educational opportunities in Germany. (German team)

9. Lauer, Charlotte: Impact of education on earnings level and risk – A French-German comparison (mimeo., forthcoming as ZEW discussion paper): This paper estimates for France and Germany the earnings premium an individual can expect from attaining a specific level of educational attainment as well as the impact of this educational investment on the earnings risk, measured by the remaining earnings dispersion after explanatory variables have been controlled for. An econometric model has been set up for this purpose. This model consists in an extension of the traditional earnings equation so as to consider the gender-specific non-random selection into employment as well as letting the residuals depend on the education levels in order to estimate the effect of education on earnings dispersion. The model has been estimated for France and Germany using representative microdata sets, the German Socio-Economic Panel for Germany (GSOEP) and the Enquête Emploi for France. The results show that a gender-specific selectivity into employment does affect the estimates of the education earnings premium. There is a minimum level of general education to attain in order to benefit from substantial earnings premium. Beyond this level, the completion of vocational education yields a higher earnings premium in Germany than in France, where vocational education has a low status. However, the completion of upper tertiary education leads to a higher earnings premium in France. This is most probably an effect of the presence of the Grandes Ecoles which are specifically designed to produce graduates for high level positions. Women have a lower educational attainment than men, but enjoy higher earnings premium for education, particularly in Germany. Another central finding of this study is that in France as in Germany, the completion of vocational education reduces substantially the residual earnings dispersion or earnings risk. In contrast, general education and especially academic education decreases the predictability of earnings. This is true in both countries. Moreover, the effect of education on earnings dispersion differs for men and women. Women enjoy higher earnings premia for education, but have a higher earnings risk than men. However, attaining a higher level of education reduces their earnings risk, whereas for men, investing in education increases the earnings risk. (German team)

10. Wage differentials and wage dispersion within and between educational groups in Norway: A large Norwegian data set has recently been prepared for the purposes of analysing wage differentials and wage dispersion within and between educational groups. The database consists of interviews with employers (about 2,500 employers in Norway). It has been linked with register data including detailed work histories, educational information and wage information on all the employees of each sample employer. (Norwegian team)
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