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SCIENTIFIC REPORT
1. Summary of the specific objectives for the 13th to the 18th month of the project

The activities planned for the 13th to the 18th month of the EDWIN project included a finalisation of the research work undertaken within WP 2, 3 and 4, and delivery of a first draft of the WP2 report (D4) and the WP3 report (D5). In addition, the second stage of the project (WP5) was to start.
2. 
Overview of the technical progress including survey of the work carried out during the 13th to the 18th month of the project (on a task per task basis) and main results 

2.1
WP1 – The state of the art of the knowledge and research activities conducted in the field:
The literature review outlining the state of the art of our knowledge within the field covered by the EDWIN project is still in progress. As stated in the 12-months progress report of January 19, 2004, there are several reasons for the delay. At the moment, most of the chapters of the forth-coming book have been finalised, but contributions are still missing from a few partners. This means that there is a further delay in the publication of the literature review, to late August or early September. The literature review is edited by the coordinator and the Norwegian partner, and published in the series of the co-ordinating organisation, ETLA. 
2.2 WP2 – Wage inequality in Europe: structure and inter-temporal change:
The WP divides into two main parts. The first part focuses on the structure of inequality in the distribution of wages in the EU, and utilises ECHP data. The second part explores inter-temporal changes in wage inequality in a majority of the countries covered by the project, and is entirely based on national data delivered by partners. These two studies were presented in detail in the 12-months progress report of January 19, 2004. Among the key findings are: considerable cross-country variation in levels of (net hourly) earnings inequality; substantial cross-country differences in the structure of earnings inequality; of the four (education, age, gender, sector) factors examined, education is most closely associated with inequality; there has been a modest increase in inequality in most of the examined countries, mostly driven by changes in within-group inequality; the impact of changes in group mean earnings has been negligible; in most countries, “educational deepening”, “deindustrialisation” and “ageing of the labour force” have been associated with only modest increases in earnings inequality, with no significant impact of increased female labour force participation.

The major findings from these two studies were presented at EDWIN’s first policy-oriented workshop organised by the German partner at ZEW in Mannheim, Germany, in June 24, 2004. After further data checks and comments from partners, including the comments received at the workshop, the thematic (Greek) coordinator will finalise the two studies into a final report from WP2 (D9). 
2.3 WP3 – Cohort effects on wages and (un)employment in Europe:
The WP divides into two separate but intimately related analyses. The first study, conducted by the thematic (Italian) coordinator, explores the interplay between relative unemployment, skill gaps and cohort effects in Europe, and searches for explanations for the observed cross-country patterns in economic factors and labour market institutions. The analysis uses national data provided by partners complemented with data obtained from the Bank of Italy and the OECD. Among the main findings are: there is significant heterogeneity in (un)employment patterns by age and education in Europe; this effect interacts with demographic and skill shocks in a complex way in the labour market; there is no evidence in support of the so-called youth crowding-out hypothesis; young (low skilled) workers seem to benefit from a “trading externality”, while older (high skilled) workers suffer from strong displacement effects; contrary to what would be expected, demographic shocks have a stronger (short-term) impact on the unemployment of the more educated, which points to the existence of a segmented market.

The other study, conducted by the thematic coordinator in collaboration with the German partner, focuses on the effects of cohort size on European earnings, and is based on ECHP data. Among the main results are: there is a statistically significant negative but modest effect, that varies by education and age; the impact of demographic changes is stronger than the impact of educational changes; due to the substantial decline in the relative share of youth, the real earnings of the younger cohort increased by 1.24 per cent, while those of the older cohort fell by 1.43 per cent; the sensitivity of wages to cohort size seems to be significantly correlated with cross-country differences in labour market institutions. 

The major findings from these two studies were presented at EDWIN’s first policy-oriented workshop organised by the German partner at ZEW in Mannheim, Germany, in June 24, 2004. After further data checks and comments from partners, including the comments received at the workshop, the two studies will be finalised into the final report from WP3 (D10). Country-specific studies on cohort effects are also in progress.
2.4 WP4 – Returns to education and within-group wage inequality in Europe: 

The WP provides European-wide evidence on average returns to education with respect to years of schooling as well as completed levels of education, as well as on the dispersion of returns around these means. Initially, these calculations were to be based on ECHP data, but because of troublesome delays in getting permission from Eurostat to acquire and use the ECHP data (this matter is still open), the thematic (Portuguese) coordinator had to re-plan the research to be undertaken and resort to country-specific data delivered by project partners. This ECHP data problem, which affects the whole project in various ways, caused a serious delay in the generation of results. Nevertheless, preliminary results were presented at EDWIN’s first policy-oriented workshop organised by the German partner at ZEW in Mannheim, Germany, in June 24, 2004. Among the main findings are: in most countries, returns to education tend to increase over the age distribution and especially in the private sector, suggesting that the wage risk associated with education is lower in the public sector; returns to education have, over the last decade, remained high despite a sharp increase in the fraction of the population with tertiary education; the education-related wage risk has increased in some of the countries under study, suggesting that education may have contributed to increased within-group inequality. After further data checks and comments from partners, including the comments received at the workshop, this study will be finalised as the main delivery from WP4 (D11). Country-specific studies on within-educational-group wage inequality are also in progress.

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 WP 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.
Task 1 – Labour market institutions and flexibility:

At the Milan project meeting in October 2003, the thematic (Norwegian) 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 is done in collaboration with the Greek and Italian teams. Over the past months, country-specific data have been gathered from project partners. The final analysis of wage variation across countries and over time, however, will depend decisively on the final results generated within WP 2, 3 and 4 on trends in between- and within-group inequality. Two extensions of the analysis will be undertaken based on purely Norwegian data. 

Task 2 – Over-education and job competition:

The point of departure for this WP5 task is the possibility that the expansion in post-compulsory education has caused problems of increased over-education and job competition, which might offer at least part of an explanation for the observed changes in within-group wage inequality. In response to the longish discussion of potential difficulties related to analysing over-education empirically (see the 12-months progress report of January 19, 2004), the UK partner has used the past months to analyse the over-education problem based on two cross-country databases. Preliminary results from this analysis were presented at EDWIN’s first policy-oriented workshop organised by the German partner at ZEW in Mannheim, Germany, in June 24, 2004. The actual thematic (Swedish) coordinator of the over-education task attempts to undertake a cross-country study of the over-education theme during the remaining months of the project.
Task 3 – Educational, skill and institutional quality differences: 

The point of departure for this WP5 task is that if education-related quality differences affect the labour market outcomes of individuals, then they might, at least in part, explain the observed differences between and within cohorts. As indicated in the 12-months progress report of January 19, 2004, only a few countries will be able to cover the quality aspect, mostly in a none-comparative way. Results highlighting the role of institutional related quality differences can obviously be produced for Finland, France, Norway and the UK. An additional contribution is provided by the German team based on PISA data. The UK team also contributes with results showing the return to IT and its main sources. The education quality aspect will be summarised into a report by the German partner.
Task 4 – Gender differences:

As outlined in detail in the 12-months progress report of January 19, 2004, the thematic (French and UK) coordinators of this WP5 task have undertaken an analysis focusing on the role of gender for between- and within-educational-group wage inequality in France and the UK. The data requirements for replicating this analysis for the other partner countries are, however, too hard to meet for most of the other countries, for which reason the subsequent analysis will rely on ECHP data. Country-specific contributions on the gender aspect are also in progress.
Task 5 – Experience and training:

The point of departure of this WP5 task is that 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. Major contributions to this aspect have been produced by the Italian partner based on ECHP data. In addition, there are a number of country-specific studies in progress. The coordinator has written up a literature review on employer-provided training, while the UK partner has contributed with a literature review on assessed effects of state-run training programmes. A summary report on the training-related results will be produced by the coordinator or the Italian partner. 
3.
Comparison of planned activities and actual work accomplished during the 13th to the 18th month 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 (see point 2.1 above). 

4. Planned activities for the next six months (19-24)
· Publication of the literature review (D2).

· Continuous update of the project’s web site at http://www.etla.fi/edwin
· 1st policy-oriented workshop (D8), at ZEW in Mannheim, Germany, June 24, 2004, preceded by the 4th project meeting of the project.
· Final report on WP2 (D9).

· Final report on WP3 (D10).
· Final report on WP4 (D11).

· 5th project meeting to be held in Madeira in October 3–4, 2004. This meeting will be arranged as a workshop with presentations by partners covering both cross-country and country-specific analyses and results. Each presentation will be assigned to some partner for prepared comments. Another major topic will be the planning of the 2nd and final policy-oriented workshop (D15) to be held in Brussels in late April, 2005, in collaboration with the Commission, and of the international book that these partner workshop contributions are intended to result in (D16).
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 

The contractual deliverables D4, D5 and D7, that is, draft reports for, respectively, WP2, WP3 and WP4, are available upon request.

6.
Exploitation and dissemination of results during the 6-months reporting period:
· contacts with potential users: wide dissemination of information about the project’s 1st policy-oriented workshop at ZEW in Mannheim, Germany, in June 24, 2004.
· partner publications linked to the project:

Ammermüller, A. (2004), PISA: What Makes the Difference? Explaining the Gap in Test Scores Between Finland and Germany. ZEW Discussion Paper 04-04.

Asplund, R. (2004), Employers and training: What do we know and what do we not know?, in Marx, I. & W. Salverda (eds), Low-wage Employment in Europe: Perspectives for Improvement. Acco, Leuven. (forthcoming)

Asplund, R. (2004), Education and Wage Inequality in Finland: A Review of the Empirical Literature (co-author: Liisa Leijola), in Asplund, R. & E. Barth (eds), Education and Wage Inequality in Europe: A Literature Review. ETLA, The Research Institute of the Finnish Economy, Helsinki. (forthcoming)

Asplund, R. (2004), Provision and Effects of Company Training – A Brief Review of the Literature. ETLA Research Institute of the Finnish Economy, Discussion Paper No. 907, Helsinki.

Asplund, R. (2004), A Macroeconomic Perspective on Education and Inequality. ETLA, Research Institute of the Finnish Economy, Discussion Paper No. 906, Helsinki. (Forthcoming in Asplund, R. & E. Barth (eds), Education and Wage Inequality in Europe: A Literature Review. ETLA, The Research Institute of the Finnish Economy, Helsinki.)

Dolton, P., G. Makepeace and H. Joshi (2003), From School to Work, Chapter 3 in Changing Britain, Changing Lives. IoE, London.

Dolton, P., G. Makepeace and H. Joshi (2003), The World of Paid Work, Chapter 4 in Changing Britain, Changing Lives. IoE, London.

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

Dolton, P., O. Marcenaro and L. Navarro (2003), The Effective Use of Student Time: A Stochastic Production Frontier Case Study, Economics of Education Review.
Dolton, P. and M. Silles (2003), The Determinants and Consequences of Overeducation”. Overeducation in Europe: Current Issues in Theory and Policy.
Dolton, P. and S. McIntosh (2003), Public and Private Sector Relative Earnings, chapter in Wadsworth and Gregg (eds), The State of Working Britain. (2nd ed.)
Dolton, P. (2003), Improving Educational Quality: How Best to Evaluate Our Schools? A Discussion, in Education in the 21st Century. Boston Federal Reserve Bank.

Dolton, P. and G. Makepeace (2004), Earnings and Computer Use, Economic Journal.
Dolton, P. (2003), The Economic Assessment of Training, forthcoming chapter in International Handbook of Education Economics. Edward Elgar Publishing Ltd.

Dolton, P. and O. Marcenaro (2004), Education and Income Inequality in the UK: A Current Perspective”, forthcoming in Asplund, R. and E. Barth (eds), Education and Wage Inequality in Europe. A Literature Review. ETLA, The Research Institute of the Finnish Economy Helsinki.

Dolton, P., G. Makepeace and H. Joshi (2004), Gender earnings differentials over time, across and within cohorts: unequal pay among individuals in British Cohort Studies, 1991 and 2000, forthcoming in International Journal of Manpower Economics.

Galindo-Rueda, F. and A. Vignoles (2004), Class Ridden or Meritocratic? An Economic Analysis of Recent Changes in Britain, forthcoming in the Journal of Human Resources.

le Grand, C., R. Szulkin and M. Tåhlin (2004), Working life is slipping behind: the simple jobs are not disappearing, Sociological Research (Journal of the Swedish Sociological Association) 41(1), 27–33. (in Swedish)
le Grand, C., R. Szulkin and M. Tåhlin (2004), Overeducation or skill shortage? Matching in the Swedish labor market 1974-2000, in  Bygren, M., M. Gähler and M. Nermo (eds), Family and Work. Everyday Life in Transition. SNS Forlag, Stockholm. (in Swedish)
Skalli, A. (2004), Are Successive Investments in Education Equally Worthwhile? Endogenous Schooling Decisions and Non-linearities in the Earnings-Schooling Relationship. Revised and resubmitted paper for the journal Economics of Education Review.

Tsakloglou, P. and I. Cholezas (2004), Earnings inequality in Europe: structure and inter-temporal change. Athens University of Economics and Business, Department of International and European Economic Studies. (mimeo)
· partner conference presentations linked to the project:

Ammermüller, A.: PISA: What Makes the Difference? Explaining the Gap in Test Scores Between Finland and Germany. Paper presented at the IZA Summer School 2004, Buch/Ammersee, 19.-25.4.2004, and accepted for presentation at the ESPE Annual Conference, Bergen, 10-12.6.2004.

Budría, S.: EDWIN research. Jornadas Beticas de Macroeconomia Dinamica, Malaga.

Dolton, P.: Career progression: Getting on, getting by and going nowhere. Paper presented in the Human Capital Workshop (Maastricht, December’03) and the Royal Economic Society conference (Swansea, April’04).

Dolton, P.: Measuring Occupational Success over the Life Cycle using Panel Data. Paper accepted for presentation in the EALE conference (Lisbon, September’04).
Pereira, P.T: On the Returns to Training in Portugal. Department of Economics, University Autonoma de Barcelona.

Skalli, A.: Are Successive Investments in Education Equally Worthwhile? Endogenous Schooling Decisions and Non-linearities in the Earnings-Schooling Relationship. Paper accepted for presentation at the EALE conference to be held in Lisbon in September 2004.

Tsakloglou, P. and I. Cholezas: Earnings inequality in Europe: Evidence from the ECHP. Paper accepted for presentation at the 2nd Annual Research Conference of the European Panel Users’ Network (EPUNet), June 2004, Berlin, Germany, and at the 18th Annual Meeting of the European Society for Population Economics, June 2004, Bergen, Norway.
Tåhlin, M.: Education and job demands – overqualification or skill shortage? Lecture held at Statistics Sweden’s (SCB) labour market conference, December 2003, and at the Swedish Association’s of Local Authorities labour market conference, February 2004. 

· other aspects of results dissemination: 
Organisation at the Université Panthéon-Assas (Paris 2) of a workshop on “Labour Market Outcomes of Educational Attainments”, November 10th, 2003. A total of 6 papers were presented during the workshop among which four were by EDWIN partners: France (Ali Skalli), Italy (Giorgio Brunello and Claudio Lucifora) and the UK (Peter Dolton).

The project’s web site at http:// www.etla.fi/EDWIN
MANAGERIAL REPORT

7.
Management and coordination aspects

The co-ordination activities within the project over the 13th to the 18th month have consisted of regular contacts over email. No project meetings have been held during this 6-months period.
The time table for up-coming project meetings / workshops is:

· Policy-oriented Workshop I: Mannheim, June 24, 2004. A project meeting is held in relation to the workshop.

· Workshop-type project meeting: Madeira, October 3–4, 2004.

· Policy-oriented Workshop II: Brussels, late 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 up to its 18th month of research activities.
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There have been no changes in partner organisation contact information.

8.
Annexes

No annexes are attached to this progress report.
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