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I. INTRODUCTION

The number of employed individuals and the quality of their jobs are crucial
determinants of the income of a household. Some studies empirically support
that changes in the unemployment rate are related to significant reductions
in the fraction of the population that are officially poor (Blank and Blinder,
1987; Cutler and Katz, 1991; Blank and Card, 1993; Haveman and Schwabish,
2000; Romer, 2000; Blank, 1996 and 2000). Thus, the quantity and quality of
jobs that are available in an economy constitute a powerful weapon in the fight
against poverty. This evidence makes the quest for preserving a dynamic labor
market a policy-relevant issue. But, how can the economic authority reactivate
a sluggish labor market? This article presents descriptive evidence for the
Chilean economy that highlights economic growth as a powerful instrument
to nourish the economy with more and better jobs.

We start by studying Chile’s economic performance during the past four decades.
The evidence shows a fluctuating economy that exhibits seven relatively well-
delimited periods of economic growth: a Golden era (1986-1997), the Asian crisis
years (1998-1999), the weak cyclical recovery after the Asian crisis (2000-2003),
the strong cyclical recovery that followed the latter (2004-2008), the Global
Financial crisis year (2009), the strong path of economic growth of the period
2010-2013, and the recent economic slowdown (2014-2017). These seven periods
frame the comparison that we will perform between the labor market dynamics
and economic growth in the next sections.

Then, we analyze how the aggregate unemployment rate and job creation’
behaves across the seven periods of economic growth that we have delimited
for our analysis. We show that the aggregate unemployment rate and job
creation exhibit a marked synchrony with economic growth. Specifically,
the unemployment rate sharply falls in periods of strong economic growth,
but exhibits an opposite behavior during recessions or economic slowdowns.
Similarly, economic growth accelerates job creation, whereas recessions
destroy jobs. We observe that the synchrony between economic growth and
the unemployment rate is also observed for men, women, and young workers.
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1 More precisely, we analyze net job creation. Hereafter, for simplicity, we just refer to it as job creation.
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However, we document that the response of youth unemployment seems to be
more sensitive to the fluctuations of economic growth than those of the other
groups.

Once we have analyzed the dynamics of the unemployment rate and job
creation, we turn the analysis to job quality. First, we document differences
in the earnings and level of precariousness exhibited in two occupational
categories: dependent employment and self-employment. Concretely, self-
employment exhibits lower earnings and higher levels of precariousness than
dependent employment. Then, we show how, on the one hand, the participation
of dependent employment created in the private sector and, on the other hand,
self-employment, exhibit dissimilar behaviors across the different periods of
economic growth that we have defined. We document that strong economic
growth increases the participation of private dependent employment in total
employment but reduces the participation of self-employment. In recessions or
periods of economic slowdown, the opposite pattern is observed. We also show
how public sector employment rises during recessions, possibly being part of
counter-cyclical policies.

We also study female labor force participation, which is a topic that has received
a lot of attention in the literature and policy debate in recent years. We show
that, beyond the cyclical fluctuations of GDP, long-term economic growth has
steadily increased female labor force participation. We provide a tentative
explanation to understand this latter phenomenon.

The contribution of this paper is not to present exhaustive causal evidence on
the effects of growth on labor market dynamics, but to document descriptive
evidence that could illuminate more formal studies and an informed policy
debate regarding the role of economic growth as an active labor market policy.

The rest of the paper is organized as follows. Section IT describes the performance
of the Chilean economy over the past four decades. Section IIT analyzes aggregate
trends of the unemployment rate and job creation. Section IV turns the analysis
to job quality. Section V studies female labor force participation. Finally, Section
VI concludes.

This section describes the performance of the Chilean economy during the past
four decades. Specifically, we analyze the dynamics followed by the real GDP
growth during the period spanning from 1986 to 2017. Our goal is to delimit
different sub-periods in which the performance of the economy was markedly
different. After defining the windows for our analysis, we compare in the next
sections the labor market dynamics within each of the sub-periods of economic
growth that we have identified.
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Figure 1

Source: Central Bank of Chile.

We start by presenting evidence on the noticeable differences in the economic
growth rate observed across relatively well-defined sub-periods. This variation
of growth across periods provides us with the heterogeneity required to assess
the relationship between economic growth and labor market performance. In
order to define the specific year in which each of these sub-periods starts/ends,
we rely on the timing of specific economic events that impacted the Chilean
economy. The latter criterion also facilitates the discussion carried out in this
article by providing us with a concrete reference with which to allude to each
of the sub-periods that we analyze.

Figure 1 exhibits annual real GDP growth over the 1986-2017 period. Observe
first the period 1986-1997, where Chile’s economic performance was outstanding.
These years mark the so-called Golden period, in which the average annual
real GDP growth was 7.2%. Only in one year of that decade did the rate of
economic growth fall below 5%. The outstanding macroeconomic performance of
Chile during the Golden period has been mainly related to the market-oriented
structural reforms implemented in the early 1980s, as discussed by Bosworth
et al. (1994), Corbo et al. (1997), Perry and Leipziger (1999), Solimano (1999),
and Gallego and Loayza (2002), among others.

The Golden period was, however, halted by the upheavals of the Asian crisis
in the middle of 1997. The Asian crisis triggered a sharp cyclical contraction of
economic growth in Chile during 1998-1999, with an average rate of 2%. The
literature highlights two main channels through which the effects of the Asian
crisis spread throughout the economy. First, a trade channel through a fall in
Chilean exports (Ffrench-Davis, 2002) as a consequence of the reduced demand
for Latin American exports by the Asian countries (Stallings, 1998). Second, a
credit channel, which explains why the crisis particularly affected the industries
that were more dependent on external funds (Braun and Larrain, 2005). The
Asian crisis period delimits our second period of analysis.
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The recession of the Chilean economy in 1999 in the aftermath of the Asian crisis
was followed by a slow cyclical recovery in 2000-2003, with average growth at
4%, and a strong recovery toward full employment in 2004-2008, with average
growth at 5.5%. However, in 2009, the Chilean economy fell into a recession
hit by the Global Financial crisis, which was triggered by the collapse of the
investment bank Lehman Brothers in September of 2008. Real GDP fell 1.6%
during 2009, mainly driven by the fall in the prices of Chilean exports (De
Gregorio, 2009). The post-Asian crisis slow and strong recovery periods and
the Global Financial crisis years constitute our third, fourth, and fifth periods
of analysis.

The recovery of the Chilean economy from the aftermath of the Global Financial
crisis was, however, relatively fast. During the four years following the financial
crisis the Chilean economy experienced a performance comparable to the period
2004-2008, with an average economic growth of 5.3%. The causes behind the
economic performance of Chile during the period 2010-2013 are subject to debate.
Some studies argue that the exceptional performance of the commodity markets
during that period and the new investment flows into the mining sector were the
main drivers of the high rates of economic growth (Fornero and Kirchner, 2014),
whereas other studies point to the favorable internal conditions for investment
generated by the incumbent government as the decisive factor (OECD, 2016).
The strong recovery of the Chilean economy in the aftermath of the financial
crisis is our sixth period of analysis.

Finally, our last period of analysis spans the years 2014 to 2017, characterized
by a sharp deceleration of economic growth. Annual real GDP grew at an
average rate of 1.7% during this period. As in the preceding period, there
is no conclusive answer regarding the driving factors behind the slowdown
of Chile’s economic growth during the 2014-2017 period. Two concurring
factors are pointed to as the main drivers. On the one hand, a worsening in
the external conditions facing the Chilean economy. The price of copper, its
main export commodity, fell from 3.59 (USD/Ib), the average of the period
2010-2013, to 2.65 (USD/1b), the average of the period 2014-2017. Moreover,
the world economy also experienced a slowdown during the 2014-2017 period,
with an average growth of 3.45%, lower than the 4.17% at which the world
economy expanded during the 2010-2013 period. However, together with the
worsening of external conditions, the incumbent government implemented
structural reforms concerning the labor market and taxation areas, which
could have also been responsible for the slowdown of the economy; for instance,
the International Monetary Fund (2015) attributes 33% of the deceleration
of the economy in 2014 to internal factors, although no conclusive answer is
reached by the literature in this regard.

The previous discussion takes us to separate the performance of the Chilean
economy during the past four decades into seven more or less well-delimited
periods of economic growth. Figure 2 summarizes those periods, which frame
our analysis for the next sections.
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Figure 2
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Source: Central Bank of Chile.

This section describes the dynamic followed by the main labor market aggregates
across the different periods of economic growth that we have defined in section II.
We first study the dynamics of the unemployment rate, at both the aggregate
level and within groups of the population, and job creation. Then, in section
IV, we turn the analysis to job quality.

1. Unemployment rate

Figure 3 presents the evolution of the unemployment rate during the 1986-2017
period.” As stated in section II, our first period of analysis considers the Golden
years of the Chilean economy, in which economic growth reached an average
rate of 7.2%. We observe in figure 3 that the Golden period coincided with an
outstanding performance of the labor market. The aggregate unemployment
rate during that period experienced a pronounced fall, from 12.1% in 1986 to
6.1% in 1997. Thus, the 1986-1997 years were not only a Golden period for
economic growth but also a Golden era in terms of labor market performance,
in which the unemployment rate was cut by half.

2 The National Employment Survey elaborated by the National Institute of Statistics defines unemployed workers
as all individuals aged 15 years or more, who did not have a job during the reference week but looked for one
during the last four weeks and are available to work in the next two weeks after the reference date.
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Figure 3

Source: National Statistics Institute (INE).
(*) The INE’s National Employment Survey (ENE) data is used for 1986 to 2009; and its New National Employment Survey (NENE) data is used for 2010 to 2017.

In the middle of 1997, the Asian crisis not only interrupted the bonanza of the
Chilean economy in terms of output growth but also took its toll on the labor
market. We observe in figure 3 that, together with the deceleration of economic
growth, the unemployment rate rose from 6.4% in 1998 to 10.1% in 1999.

The synchrony between economic growth and the employment rate can also be
observed during the post-Asian-crisis years. We observe in figure 3 that, during
the slow cyclical recovery in the aftermath of the Asian crisis (2000-2003),
where average economic growth reached 4%, the unemployment rate remained
stable at a level slightly below its 1999 peak. However, in the period of strong
recovery toward full employment (2004-2008), the unemployment rate fell to
near pre-crisis levels, from 10% in 2004 to 7.8% in 2008.

This decreasing trend of the unemployment rate was again interrupted by an
international crisis: the Global Financial crisis this time. Hand in hand with the
recession experienced by the Chilean economy in 2009, where output fell 1.6%,
the unemployment rate went up from 7.8% in 2008 to 9.7% in 2009, reaching
levels close to those observed during the Asian crisis and its aftermath.

After the financial crisis, Chile returned to a path of strong economic growth,
with an average rate of 5.3% during the 2010-2013 period. The dynamism
of the labor market observed in the Golden period comes to the scene again.
Figure 3 shows that the unemployment rate fell from 9.7%, the peak during
the financial crisis, to 5.9% in 2013. However, in the last of the periods that we
have defined for our analysis, the slowdown of the Chilean economy halted the
gains experienced in employment in the preceding years. During the 2014-2017
period, when economic growth was rather modest at an average rate of 1.7%,
the unemployment rate rose to 6.7% in 2017.
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2. Job creation

Next, we turn the analysis to job creation. Figure 4 presents the annual
average number of jobs created during each of the periods on which we have
focused our analysis.” We observe that the average annual job creation was
particularly strong during the Golden period, the strong post-Asian-crisis
recovery (2004-2008), and the strong recovery of the economy following the
Global Financial crisis (2010-2013). In contrast, during the Asian crisis and the
Global Financial crisis, job creation was practically null or even negative in the
case of the latter crisis. In addition, the slowdown of economic growth during
the last period of analysis, that is, the 2014-2017 period, was accompanied
by a much more moderate job creation than during the periods of stronger
economic growth.

Figure 4
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Source: National Statistics Institute (INE).
(*) The INE's National Employment Survey (ENE) data is used for 1986 to 2009; and its New National Employment Survey (NENE) data is used for 2010 to 2017.

3 We build the average annual job creation for each of the sub-periods by computing the yearly net job creation
and then averaging across the years included within each of the sub-periods.
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3. Alternative source of data

The previous analysis relied on data from the National Statistics Institute
(INE).* For robustness, we will also analyze the unemployment rate and job
creation trends using an alternative source of data. The Employment and
Unemployment Survey conducted by Universidad de Chile has not undergone
any methodological changes since 2007. This survey provides quarterly
information on occupation and unemployment in Greater Santiago. Figures
5 and 6 replicate the analysis of figures 3 and 4 using this alternative source
of data.

We observe in figures 5 and 6 that the main conclusions regarding the synchrony
between the main labor market aggregates and economic growth still hold when
we look at this alternative data source. We observe that the unemployment
rate fell sharply from 14.8% to 6.5% during the Golden period, whereas the job
creation of that period was stronger than in the crises years, the weak cyclical
recovery of the 2000-2003 period, and the slowdown of the Chilean economy in
the last period of analysis. In addition, in line with INE data, figure 5 confirms
the sharp rise of unemployment during both the Asian crisis and the Global
Financial crisis. Consistent with this fact, figure 6 shows that job creation
during those years was not only scarce but negative. Finally, we also observe a
slight increase in unemployment and modest job creation during the slowdown
of economic growth of the period 2014-2017.

Overall, this first body of evidence suggests a synchrony between the
unemployment rate and job creation with economic growth in the Chilean labor
market. That is, we observe that the unemployment rate decreases and net job
creation accelerates in the periods of stronger economic growth.

4 In April 2010, the INE replaced the National Employment Survey (ENE), which had been in force since
1986, with the New National Employment Survey (NENE). Following the recommendations proposed by the
OECD, the International Labor Organization (ILO), and the U.S. Bureau of Labor Statistics, the main goal of
the new survey was to introduce a new methodology, similar to that used in developed nations, for measuring
employment and unemployment rates and the inactivity of Chile’s workforce, allowing international institutions to
develop comparable studies. As a result of introducing international measurement standards, NENE’s conceptual
and methodological design includes updated concepts of employed and unemployed individuals, as well as a
distinction between traditional and nontraditional employees. Concretely, the old survey (ENE) considered the
following question: “In which of the following situations were you for most of the last week?” After answering that
question, the respondent self-classified as working, looking for work, studying, etc. In contrast, the current survey
(NENE) includes the following question: “Last week, that is, between Monday and Sunday, did you work for at
least one hour?” In the NENE, it is enough to have worked one hour a week to be considered employed. Thus, this
methodological change brought consequences to measuring unemployment since in the old survey it was more likely
that people did not self-classify as employed, especially when they were involved in the most precarious jobs. The
sample size in the NENE is the total number of dwellings in the level of estimation. At the national level, the sample
size at the national level is 35,719, with a relative sample error of 3.3% and an absolute sample error of 0.3%.
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Figure 5
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Source: Universidad de Chile, Employment and Unemployment Survey.
(*) Data from 1990 to 1996 use the average annual unemployment rates of June and December. Data from 1997 to 2010 use the average annual unemployment

rates of March, June, September and December.
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(*) Data from 1990 to 1996 use the average annual employment level of June and December. Data from 1997 to 2010 use the average annual employment level of
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4. Female, male, and youth unemployment

We analyze now if the synchrony between the unemployment rate and economic
growth is also observed within specific groups of the population: women, men,
and young workers. We also analyze if the response of the unemployment rate
to the cyclical movements of output is more pronounced among individuals in
some of these specific groups. Figure 7 exhibits the evolution of female, male,
and youth unemployment’ over the period 1986-2017.

5 The youth unemployment rate is measured considering individuals aged between 15 and 24 years old.
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Figure 7
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Source: National Statistics Institute (INE).
(*) The INE's National Employment Survey (ENE) data is used for 1986 to 2009; and its New National Employment Survey (NENE) data is used for 2010 to 2017.

We observe that the trend of the unemployment rate within each of the
analyzed groups of the population resembles that followed by the aggregate
rate. Concretely, for women, men, and young workers, we observe (1) the fall in
unemployment during the Golden period (1986-1997), (ii) the sharp rise in the
unemployment rate during the Asian crisis years (1998-1999), (iii) the steady
evolution of unemployment during the weak cyclical recovery of the period 2000-
2003, (iv) the slightly decreasing trend during the strong cyclical recovery of
the 2004-2008 period, (v) the rise in unemployment during the Global Financial
crisis, (vi) the pronounced fall in unemployment during the years following
the financial crisis, and (vii) the increasing trend during the slowdown of the
Chilean economy during the period 2014-2017.

However, in addition, figure 7 suggests that, despite the synchronic response of
male, female, and youth unemployment to economic growth, the magnitude of
the changes do not seem to be identical across these groups. In order to assess
the sensitivity of the unemployment rate of women, men, and young workers
to economic growth, figure 8 presents the changes in the unemployment rate
within each of the periods of economic growth.

We observe in figure 8 that the youth unemployment rate seems to be more
sensitive to economic growth compared with the other groups of the population.
For instance, during the Golden period, it was the youth unemployment
rate that fell the most. Youth unemployment decreased 8.7% whereas the
aggregate rate fell only 6.0%. However, during the crises years, it was also
youth unemployment that experienced the most pronounced rise. This fact
is particularly evident when looking at the Asian crisis years. During the
1998-1999 period, the youth unemployment rate jumped from 15.3% to 22.4%,
whereas male and female unemployment only rose 3.7% and 3.1%, respectively,
in said period.
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Figure 8
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In recent years, the response of unemployment to economic growth has been
more balanced across female, male, and young workers. In the post-financial
crisis period of strong economic growth both female and youth unemployment
rates were the most sensitive to economic growth, although their response was
less different to the response of male unemployment than in other periods. In
the last years of our analysis, when economic growth slowed down, the rise in
unemployment was evenly balanced across the three groups analyzed in this
section.

The analysis performed in the previous section focused the lens on the
unemployment rate both at the aggregate level and for specific groups of the
population. This indicator could be considered the first dimension to be studied
regarding the aggregate dynamics of the labor market. However, the overall
unemployment rate is far from being informative with respect to the quality
of the jobs that the economy creates (or destroys) during different periods of
economic growth. As we state in the introductory section, both the number of
employed individuals and the quality of their jobs is what in the end determines
a household’s income and, thus, the impact on the poverty rate of an economy.
Consequently, in this section, we dig deeper by examining how the composition
of employment evolves across the periods of economic growth that we have
defined in section II.

Chile’s National Statistics Institute (INE) classifies employment according
to five occupational categories: (i) employers, (ii) self-employed workers, (ii1)
dependent workers, (iv) service workers, and (v) unpaid family. We focus the
analysis on two of these five occupational categories: dependent employment
and self-employment. As we show next, these occupational categories represent
jobs of a quite different quality regarding earnings and precariousness.

The INE classifies a worker as dependent if the individual works for a public
or private employer and receives a remuneration in the form of a salary,
commission, tips, or payments in kind. In contrast, according to the INE,
a worker is self-employed if she operates her own business or exercises an
independent profession without any relationship of dependence with an
employer. These two occupational categories markedly differ regarding several
characteristics, not only with respect to the formal definition given by the INE.
Figure 9 shows that the median monthly earnings of a dependent worker in
the private sector are consistently higher than those earned by a self-employed
worker. In the case of dependent workers in the public sector, this ratio is even
greater. In addition, data from the Supplementary Income Survey (ESI) for
the year 2017 shows that only 23% of self-employed workers exhibit monthly
earnings higher than those earned by median dependent workers. Moreover,
data from the micro-entrepreneurship survey (EME) 2017 reveals that 62% of
the micro-entrepreneurs—those who run a business with 10 or less employees—
were pushed to launch their entrepreneurship through necessity, whereas only
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28% did it to capitalize on a good business opportunity.’ In addition, Bravo and
Larrain (2017) document that dependent workers and self-employed differ in
terms of the frequency of their contributions to social security and healthcare
systems. Concretely, Bravo and Larrain show that 83.3% of self-employed
workers do not make contributions to the social security and healthcare systems;
this figure is only 16.8% in the case of private dependent workers and 11.9%
in the case of public sector dependent workers. The main lesson that can be
extracted from this evidence is that dependent jobs and self-employment are
indeed different regarding the level of precariousness; specifically, dependent
employment can be considered of better-quality compared with self-employment.

However, the evolution of dependent employment in the private sector and
the public sector could follow a different synchrony with economic growth.
Neoclassical labor market models predict an unambiguous positive correlation
between economic growth and job creation in the private sector. However, in
the public sector, other factors could break a positive relation between economic
growth and dependent employment. For instance, the use of counter-cyclical
policies during economic recessions could generate an inverse relationship
between growth and public sector dependent employment. We next analyze
the evolution of dependent employment participation in both the private and
public sector, and self-employment across the seven periods of economic growth
that we have identified.

Figure 9
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B Dependent workers (public sector)/ self-employed workers
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Source: Chile's National Statistics Institute (INE).

6 The remaining 11% of the individuals started an entrepreneurship due to family tradition.
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Figure 10 presents the number of dependent workers in the private sector as a
fraction of total employment, for the period 1986-2017.” Based on the evidence
exhibited in figure 9 and that reported by Bravo and Larrain (2017), this
measure can be considered a proxy for the quality of jobs existing in the labor
market; the higher the participation of private dependent employment, the less
precarious the jobs in the labor market.

Analogous to what we did for the unemployment rate, we compare the evolution
of the participation of private dependent employment in total employment in the
periods of economic growth in which we are focusing our analysis. We observe in
figure 10 that the participation of dependent employment rose strongly during
the Golden period, from 48.5% in 1986 to 57.1% in 1997. Then, we observe that
the Asian crisis not only impacted the aggregate unemployment rate but also the
quality of the jobs; the participation of private dependent employment fell from
the 57.1% peak in 1997 to 54.1% in 1999. Then, during the period of weak cyclical
recovery, the participation of dependent employment remained more or less stable,
but it rose sharply again during the period of strong cyclical recovery (2004-2007),
reaching a level of 59.1% in 2008. The growing trend in the participation of private
dependent employment ended with the Global Financial crisis, although the
impact of this crisis on it was smaller in magnitude compared with the effects of
the Asian crisis on this variable. Finally, job quality increased again during the
period 2010-2013 when the Chilean economy resumed a path of strong economic
growth but returned to a falling trend during the slowdown in economic growth
of the period 2014-2017. Overall, figure 10 shows that job quality, proxied by the
ratio of private dependent employment to total employment, rises in periods of
strong economic growth but falls during recessions or slowdowns of the economy.

Figure 10
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(*) The INE’s National Employment Survey (ENE) data is used for 1986 to 2009; and its New National Employment Survey (NENE) data is used for 2010 to 2017.

7 Figures 10 to 15 are based on microdata and use the factor of expansions reported by the ENE and NENE to
build the final aggregation.
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Figure 11
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Figure 12

Source: National Statistics Institute (INE).
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(*) The INE’s National Employment Survey (ENE) data is used for 1986 to 2009; and its New National Employment Survey (NENE) data is used for 2010 to 2017.

Figure 11 plots the average annual creation of dependent employment in the
private sector and the annual economic growth rate across the seven periods
we have been analyzing. We observe a clear positive correlation between these
variables. This alternative look at the data confirms our previous conclusion
regarding the fact that strong economic growth seems to go hand in hand with
more active dependent employment creation in the private sector.
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We now turn the analysis to the public sector-dependent employment participation.®
Figure 12 plots the number of dependent workers in the public sector as a fraction
of total employment.

Figure 12 confirms our previous conjecture regarding the dissimilar pattern that
the participation of private-sector- and public-sector-dependent employment
would exhibit across the different phases of economic growth. We observe that,
in contrast to what happened with the participation of private sector-dependent
employment, the participation of public sector-employment fell strongly during
the Golden period, from 15.4% in 1986 to 8.7% in 1997. Moreover, we also
observe that it rose during the crisis years, that is during the periods 1997-1999
and 2008-2009, the opposite trend to the one observed for the participation of
dependent employment in the private sector. This dissimilar behavior of public
and private dependent employment during the crises could possibly be due to
the implementation of counter-cyclical policies during economic recessions.

As we did for private employment, in figure 13 we plot the correlation between
job creation in the public sector and economic growth across the sub-periods
of analysis. Consistent with the main conclusion extracted from figure 12, we
observe a slightly negative correlation between these two variables. Overall,
public sector jobs exhibit a slightly negative synchrony with economic growth, in
contrast to the strong positive correlation that we observe in the case of private-
sector-dependent employment.

We analyze now the behavior of self-employment. As we discussed above, this
type of job is considered more precarious than dependent employment, since it
exhibits lower earnings and less attachment to the social security and healthcare
systems. Theoretically, it is not clear how this type of employment should evolve
across the different phases of economic growth. On the one hand, in periods of
deceleration of economic growth, workers could start their own businesses in face
of the lack of opportunities as dependent workers. On the other hand, in periods
of strong economic growth the demand for the services produced by self-employed
workers could rise, making this type of activity more attractive. In the end, the
answer 1s an empirical one. Figure 14 shows the evolution of the number of self-
employed workers over total employment during the period 1986-2017.

8 Data include the PEM and POJH programs.
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Figure 13
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Figure 15
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We observe in figure 14 that the participation of self-employment was relatively
stable during the Golden period. However, it rose markedly as a consequence of
the Asian crisis and, after a small decline in the aftermath of the crisis, it reached
a peak of 26.2% during the weak cyclical recovery of the period 2000-2003. Then,
the participation of self-employment experienced a sharp reduction during the
period 2004-2013, only interrupted by the hit of the Global Financial crisis.
Finally, we observe that the participation of self-employment rose again during
the recent slowdown of the Chilean economy (2014-2017 period). Thus, figure 14
shows that weak economic growth is associated with greater self-employment.’
The negative synchrony between self-employment and economic growth can be
confirmed when we look directly at the correlation between self-employment
creation and growth across the sub-periods of analysis, as figure 15 shows.

There are also some policy-relevant labor market variables whose dynamics
more closely relate to the structural or long-run factors of economic growth than
to the more cyclical ones. We end the discussion of this article by analyzing
one of them, which is frequently present in the economic policy debate: female
labor force participation.™

9  Szederkenyi and Vergara (2017) use the Universidad de Chile employment survey and conclude that during
the last two decades self-employment indeed exhibits a counter-cyclical pattern.

10  Despite this fact, some studies show that there also exists a pro-cyclical component of the female labor force
participation (Blagrave and Santoro, 2017).
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Figure 16 presents the evolution of the female labor force participation rate for
Chile and OECD countries from 1996 to 2016 across different age groups. As we
can observe in figure 16, female labor force participation has steadily increased
over the period in all the age groups. However, most remarkably, we observe a
marked convergence to OECD rates, in particular in the group of women aged
25 years or more. What forces could explain this phenomenon?

There are inherent forces behind economic development that encourage women
to participate more actively in the labor market. We conjecture that these forces
have also been present in the development process of the Chilean economy. First,
as countries move toward higher levels of economic development, production
moves from the manufacturing sector to the services sector (Buera and Kaboski,
2012). Women present comparative advantages in jobs that are less intensive
in physical strength and more intensive in knowledge (Goldin, 1990; Galor and
Weil, 1996; Ngai and Petrongolo, 2017). Because the manufacturing sector is
intensive in physical strength, the rise of the service economy is a primary
reason through which economic development promotes opportunities for women
in the labor market. Data from the World Development Indicators of the World
Bank are consistent with the latter conclusion. We observe that employment in
services as a percentage of female employment rose from 79% in 1991 to 84%
in 2017. This evidence also shows that most of female employment has been
allocated to the services sector during the past decades.

In addition, technological change increases workers’ productivity and, therefore,
their salaries. Higher wages increase the opportunity cost of time for women and
thus make motherhood more expensive. On the other hand, technological change is
biased in favor of more qualified workers. This encourages mothers to have fewer,
but more educated, children. This is the so-called trade-off between quantity and
quality of children, first documented by Becker and Lewis (1973): a lower birth rate
releases women from the home, allowing them to participate actively in the labor
market, which also encourages them to achieve higher levels of education and to
delay the age at which they get married. And all these forces feed off one another.

Figure 16
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Figure 16 (continued)
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Figure 17
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(*) Data correspond to the highest-level course completed for a cohort of women aged 30-39 in 2017.

Figure 17 presents evidence on the education-number of children gradient
for a cohort of women in Chile. Data were taken from the Chilean Census of
2017 and consider women aged 30-39 in the year of the census. We observe a
negative gradient education-number of children. Specifically, figure 17 shows
that women with a primary education have on average 2.4 children, whereas
the same figures for women with a secondary education, university education,
and graduate degree are 1.9, 1.1, and 0.9, respectively.

Another element to consider is that technological changes increase the efficiency
of services usually produced at home. This is another force that frees women
from housework. The technological revolution occurred not only in the market
but also within the household. As Greenwood et al. (2005b) document, the
appearance of goods such as refrigerators, frozen food, and microwaves allowed
women to produce the same home goods and services with less domestic time.

The long-run forces previously described explain why we observe that as
countries become more developed, women have fewer children (Greenwood et
al., 2005a), are more educated (Becker et al., 2010), delay marriage (Stevenson
and Wolfers, 2007), participate more actively in the labor market (Jones et al.,
2015), and achieve a higher level of empowerment in society.

In addition to the structural factors previously discussed, public policies and
programs implemented in recent years could also have facilitated women’s entry
into the labor market. Among the programs that have been implemented over the
past years, we can consider the following: (i) the extension of maternity leave to six
months, (i1) the subsidy to women’s work, (iii) the increase in childcare coverage,
and (iv) the Skills Development Program for women as part of the Chile Solidario
Program. Evidence for Chile supports the positive effects of these programs on
female labor supply. For instance, using data from Chile, some articles show that
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better-located childcare facilities with longer hours of operation have a positive
impact on labor force participation (Contreras et al., 2008; Berthelon et al., 2015).
Contreras and Sepulveda (2016) study how the extension of the school day from
half- to full-day school implemented in Chile in 1996 impacted female labor force
participation. The authors estimate that, on average, labor force participation
of single mothers with eligible children (between 8 and 13 years old) and no
younger children increased by 5%. However, the authors do not find significant
labor supply responses among other mothers with eligible children. Contreras et
al. (2005) also conclude that policies oriented to increasing the educational level
of females and access to children’s day-care centers may induce future increases
in female labor market participation. In addition, the authors present evidence
that suggests that the provision of more day-care centers for children less than
six years old could be a more effective policy in this regard than expanding school
hours by one hour per day for children above six. Contreras et al. (2012) study the
effects of adequate provision of childcare services, in terms of closeness and hours
of operation on female labor force participation. The authors simulate a scenario
in which 50% of women would benefit from adequate provision of childcare and
find that labor participation would increase between 1% and 8%.

Contreras et al. (2005), using a synthetic cohort methodology to study the evolution
of female labor force participation in Chile, find that an increase in average
women’s education from 7.7 years in 1945 to 11.3 years in 1975 was correlated
with an increase close to 8 percentage points of the participation rate of that age
group. Thus, Contreras et al. (2005) implicitly put education as an important
force behind the rise in female labor force participation. Chile has indeed been
participating in the worldwide boom in the higher education of women (Becker
et al., 2010; Parro, 2012). Figure 18 shows how the gender gap has been closing
during recent years and has even reversed lately. This evidence brings us to
conjecture on the active role that women will play in the next decades.

Figure 18
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This article studied the dynamics followed by the labor market across different
periods of economic growth observed for the Chilean economy. We defined
different sub-periods of economic performance and analyzed the behavior of
labor market aggregates related to the quantity and quality of jobs created in
each of these sub-periods. We also presented evidence on female labor market
attachment over the last decades.

We first documented that the unemployment rate decreases and net job creation
accelerates in the periods of stronger economic growth. We showed that the
synchrony between economic growth and the unemployment rate is observed for
men, women, and young workers. However, the response of youth unemployment
seems to be more sensitive to the fluctuations of economic growth than that
of the other groups. Regarding job quality, we showed that strong economic
growth increases the participation of private-sector-dependent employment
in total employment but reduces the participation of self-employment, which
exhibits lower earnings and higher levels of precariousness than dependent
employment. We have also shown that public sector employment rises during
recessions, possibly being part of counter-cyclical policies. Lastly, we documented
that female labor force participation has experienced a secular increase during
the past decades, and a converging trend towards OECD levels. We pointed to
the rise of the service economy, technological change, and pro-female public
policies as potential candidate forces behind the latter phenomenon.

The long-term growth—labor analysis performed in this article reveals that the
labor market created more and better-quality jobs in periods of stronger economic
growth. The evidence also showed that long-term economic growth pushed
women to attain higher levels of education and to participate more actively in
the labor market. Therefore, economic growth seems to be an attractive tool
to nourish the labor market dynamics and, thus, can be transformed into an
active “labor market policy.” We hope that the evidence presented in this article
stimulates more formal studies and illuminates the policy debate on how to
keep a dynamic labor market in the long-run.
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