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Chapterr 4 

Fixed-termm Jobs in the Netherlands: Who Gets Them 

andd How Are They Paid?4 

4.11 Introduction 

Thee increasing use of fixed-term contracts during the past few decades has been widely 

viewedd as the product of adopting labour market flexible policies in the Netherlands and 

otherr EU member countries (Schömann et al., 1998; Pot et al., 2001). For a long time, the 

majorityy of academic studies and policy analyses have shared a strong conviction that the 

degreee of flexibility is largely responsible for the differences in labour market 

performancess between Europe and the United States. European labour markets are 

characterizedd by a wide use of permanent contracts and rigid wage setting. Lay-off is 

restrictedd in EU member countries. For example, there is a longstanding system of 

protectingg permanent workers from being dismissed in the Netherlands. Dutch employers 

cannott terminate a contract of employment and dismiss workers without permission 

beingg obtained from the Director of the District Employment Services Agency (Van der 

Heijden,, 2000). The lengthy procedure and high firing cost put severe constraints on 

firms'' adjustment for labour demand in response to market fluctuations. 

Againstt this background, flexible work including fixed-term jobs has been advocated 

acrosss EU member countries in an attempt to enable firms to easily adjust their labour 

demandd and stimulate the overall flow of labour markets. However, as with part-time 

employment,, there have been growing concerns about the quality of fixed-term jobs. 

Suchh attention has been given since it has been claimed that fixed-term workers receive 

44 I am grateful to the Labour Inspection Department, Ministry of Social Affair and Employment of the 
Netherlands,, for giving permission to use the data through Dr.W. Salverda of the LoWHR network and 
AIAS,, University of Amsterdam. 



lowerr wages and benefits than workers in permanent jobs. In addition, fixed-term 

workerss have tended to acquire less training, and thereby have failed to build up their 

humann capital to aid future employability (Arulampalam and Booth, 1998; Brown and 

Sessions,, 2001). 

Basedd on linked employee-employer data, this chapter investigates fixed-term jobs in 

thee Netherlands. The objectives of this study are: first, to describe the major structural 

featuress of fixed-term employment in the Netherlands; second, to examine who is more 

likelyy to have a fixed-term job; third, to analyse the wage differentials between fixed-

termm and permanent workers and to inspect how the contract type, particularly fixed-term 

contractt work, affects one's wage level. 

Thee outline of this chapter is as follows. Part 4.2 provides some discussions on fixed-

termm jobs. Part 4.3 briefly introduces the institutional background to fixed-term jobs in 

thee Netherlands. The description of the data used in this chapter can be found in Part 4.4. 

Partt 4.5 examines the structural features of fixed-term employment in the Netherlands. 

Partt 4.6 presents the results of estimating the multinomial logit model. The model is used 

too identify who is more likely to take a fixed-term job. Part 4.7 investigates the hourly 

wagee differentials between fixed-term and permanent workers by using descriptive and 

econometriee methods. Part 4.8 summarizes the findings. 

4.22 Discussion about fixed-term jobs 

Comparedd to permanent jobs, working on a fixed-term basis generally incurs a higher 

risk.risk. This is because in most cases fixed-term contracts cannot be used continuously and 

forever.. From firms* perspective, fixed-term contracts are cost saving as firms can use 

fixed-termfixed-term contracts with negligible firing compensation. Yet there has been no evidence 

suggestingg that fixed-term workers have been offered wage premiums to compensate for 

theirr lack of job security. 

Theree is no reason why workers should prefer fixed-term contracts to permanent jobs. 

Itt is unlikely that the increasing use of fixed-term contracts has been driven by individual 

changess in preferences regarding flexibility and job security. A study by Fagan and Ward 
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(2003)) revealed that nearly two in five employees with fixed-term contracts in the EU-15 

memberr countries were involuntary because they could not find permanent jobs. In 

Sweden,, those working on a fixed-term basis had a significant negative effect on the 

perceptionn that "my job is secure", and the majority of respondents expressed their 

preferencess for permanent contracts (Holmlund and Storrie, 2001). In other developed 

countriess such as France, Italy, the Netherlands, Spain and the United States fixed-term 

employeess also perceived that they had significantly less job security than full-time 

workerss (Kalleberg and Reynolds, 2003). 

However,, for young people in a relatively weak labour position, especially for school-

leavers,, taking a fixed-term job might be a better way to start off and develop a portfolio 

off  work experience. Although this kind of 'choice' may reflect the shortage of permanent 

jobb vacancies for new labour entrants, it helps youths accelerate their transition from full-

timee education to employment and dampens the pressures on the local labour markets. 

Inn the group of older people, those who are still in good physical condition after 

statutoryy retirement and those who take early retirement might be less averse to fixed-

termm jobs. As with part-time jobs, women are more likely to work on a fixed-term basis. 

Thiss might be because fixed-term contract work can provide them with some flexibility 

too combine their paid work with their housework and childcare. As for those women who 

re-enterr the labour market after a certain period of job interruption because of child-

rearing,, they may find it difficult to get a permanent job and have to accept job offers 

underr fixed-term contracts. 

Inn view of the uncertainty associated with fixed-term jobs, one would expect that 

workerss in fixed-term jobs should ask for higher wages, while firms should be willing to 

payy this wage premium to gain the flexibility of being able to discharge workers at lower 

cost.. However, such a wage premium may not be offered in practice. In fact, most 

empiricall  research found a wa<*e nenaltv associated with fixed-term iobs. Brown and 

Sessionss (2003) demonstrated that in Britain on average fixed-term employees earned 

approximatelyy 13 per cent less than permanent employees of similar characteristics. Yet 

inn Britain male fixed-term workers suffered more wage penalties, as men in fixed-term 

workerss were paid 16-17 per cent less compared to their counterparts in permanent jobs, 

whilee female workers earned 13-14 per cent less (Booth et al., 2000). In Sweden, the 
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wagee penalty for fixed-term jobs was on average 10 per cent during the period between 

thee mid-1980s and the mid-1990s (Holmlund and Storrie, 2002). 

Theree are a number of explanations as to why the wages of fixed-term workers are 

lowerr than those of permanent workers. One explanation is that workers in fixed-term 

employmentt lack specific human capital. According to labour economics, specific human 

capitall  is the type of training that can enhance productivity only in the firm where it is 

acquired.. The value of specific human capital is lost once the worker leaves the firm 

(Borjas,, 2004). To obtain specific training, both employer and employee need to invest 

andd share the return of specific training in the post-training period. As a result, neither 

workerss nor firms that have invested in the training want to terminate the employment 

contract.. In contrast to permanent jobs, the duration of employment under fixed-term 

contractss is predetermined. Giiell (2000) argued that the duration of contracts does not 

matterr in a competitive labour market; but in an efficiency wage model it is an important 

sourcee of incentives. Due to the shorter period of employment, firms are unenthusiastic 

aboutt investing heavily in specific training for fixed-term workers. Fixed-term workers 

alsoo have less incentive to make a large investment. Since specific training is not 

portable,, it may not be efficient for young people to invest heavily in the training unless 

theyy have found a 'good match' and are certain about their willingness to develop their 

careerss in a particular job. Women, especially those who are expecting to have a job 

interruptionn because of child-rearing and other family commitments, are also reluctant to 

payy for specific training. Older people, given their shorter period of gains from the 

training,, are less likely to acquire specific human capital. 

Anotherr explanation for why fixed-term workers receive lower wages is that they may 

differr from permanent workers in ability. Booth et al. (2002a, 2002b) noted that there are 

att least two types of fixed-term jobs. Driven by responding to fluctuations of the market, 

firmsfirms may want to maintain a high turnover and a lower ability pool of temporary 

workerss as a 'buffer stock'. Fixed-term jobs might also act as a 'stepping stone' to 

permanentt work, because firms can use fixed-term contracts as a probationary device. 

Regardlesss of whether fixed-term jobs are used as a 'buffer stock' or a 'stepping stone', 

inn either scenario one can anticipate that firms will pay fixed-term workers lower wages 

relativee to the levels of their permanent counterparts. 
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Theree are other competing explanations for why the wages of fixed-term workers are 

relativelyy low. For those workers in permanent positions, wage levels tend to rise as their 

tenuree increases. The upward sloping of the tenure-wage profile might be a part of a 

delayed-compensationn incentive system. Such a system is designed to motivate workers 

too have long-term attachments to firms. According to the hypothesis of efficiency wage 

theory,, workers are employed at wages that are above the market-clearing level because 

firmss anticipate a positive effort response from workers. Compared to permanent 

workers,, those in fixed-term jobs are more likely to be viewed as 'outsiders' by firms. 

Fromm the perspective of firms, the 'marriage' or 'commitment' between firms and fixed-

termm workers is short and temporary per se; it may not be worthwhile to pay a high level 

off  wages and set up a pay scheme to retain these workers. Based on this explanation, 

fixed-termfixed-term workers are paid less not because they lack specific human capital or have 

lowerr productivity compared to their counterparts in permanent jobs, but because the 

delimitedd period of employment contracts makes firms have no incentive to pay them 

higherr wages. 

4.33 Institutional background to fixed-term jobs in the 

Netherlands s 

Thee past decade has witnessed steady economic growth, moderate wage increase and 

lowerr unemployment in the Netherlands. This 'Dutch miracle' can be in part attributed to 

thee increasing flexibilit y in the Dutch labour market. From a historical perspective, the 

19822 Wassenaar Agreement is viewed as a landmark in the transformation of the Dutch 

economyy (Visser and Hemerijck, 1997). One of the most important impacts of the 

Wassenaarr Agreement is that Dutch firms increased their external flexibility by 

introducingg more temporary jobs and employing more workers through temporary job 

agencies.. The resistance from trade unions to the expansion of fixed-term contracts has 

graduallyy softened over time. 

Ass firms have used more fixed-term contracts, there have been growing concerns 

aboutt the security of fixed-term workers. Although the Netherlands has a high level of 
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protectionn for workers against dismissal, in most cases this is suitable for permanent 

contractt workers. Employers might use fixed-term contracts to evade dismissal 

protection.. While firms can discharge fixed-term contracts with lower cost, trade unions 

aree opposed to the corrosion of workers' protection and ask for the clarification and 

improvementt of the legal status of 'flexible workers'. 

Sincee the early 1990s the Dutch government in consultation with trade unions and 

employers'' organizations has responded to the growing requirement for balancing 

flexibilit yy and security. In 1995 the Ministry of Social Affairs and Employment issued a 

memorandumm called 'Flexibility and Security'. Based on the formal advice issued by the 

bipartitee Labour Foundation (Stichting van de Arbeid), the Dutch government submitted 

aa bill 'Flexibility and Security' to parliament in 1997. This bill was passed by the lower 

housee of parliament. As of January 1999, the new legislation 'the Flexibility and Security 

Act',, came into effect. 

Inn terms of fixed-term jobs, under the new legislation it is possible to have three 

consecutivee contracts that can be ended without having to give notice. Before the new 

legislation,, the relative Dutch law regulated that the second consecutive fixed-term 

contractt could not be terminated without giving prior notice. This restriction implies that 

employerss have to acquire a permit from the labour management authority. The 

Flexibilityy and Security Act has created a new system and gives firms more flexibility to 

usee fixed-term contracts, as well as stipulating that the fourth fixed-term contract will 

changee automatically into a permanent contract (Heerma van Voss, 2000). Therefore, the 

neww legislation provides fixed-term workers with prospects for permanent jobs and 

preventss employers from repeatedly using fixed-term contracts. 

Thee Flexibility and Security Act in the Netherlands is in line with the EC directive on 

fixed-termfixed-term contracts published in 1999. The directive calls for improving the quality of 

fixed-termfixed-term work by ensuring the application of the principle of non-discrimination and 

establishingg a framework to prevent abuse arising from the use of successive fixed-term 

employmentt (European Industrial Relations Observatory On-line, 1999). It is worth 

notingg that the emphasis of the Act is the first on labour law and protection and more 

indirectlyy on flexible workers' social security (Wilthagen, 2002). As in many other 

industrializedd countries, in the Netherlands work-related social benefit criteria and 

64 4 



conditionss have been tightened since the mid-1980s (Van Oorschot, 2001). A survey 

showss that many workers in flexible jobs in the Netherlands did not apply for social 

benefitss because they did think they were entitled to do so. Thus, to what extent the Act 

hass significantly changed the social security position of fixed-term workers still remains 

too be examined. 

4.44 The AVO data 

4.4.11 Description of the data 

Thee analyses in this chapter are based on the AVO (Arbeidsvoorwaarden Onderzoek) 

dataa set of the Dutch Labour Inspection Office of the Ministry of Social Affairs and 

Employment5.. Two data sets collected in October 1997 and October 1998 are employed 

inn this research. I make reference to them using the AVO 98 and the AVO 97 separately. 

Thee AVO 98 includes 1785 firms and 47087 employees; the AVO 97 contains 1853 firms 

andd 43471 employees. 

Inn each survey year, the Dutch Labour Inspection Office utilizes a two-stage sampling 

methodd to select firms and employees. Based on the information on firms registered with 

thee Ministry, the sample of firms is first selected. The probability of a firm being selected 

dependss positively on the size of firm. At the second stage, the sample of employees is 

selectedd according to the size of the drawn firm and the condition of joining collective 

bargainingg agreements. Employees from sampled firms with less than 20 employees are 

alll  selected. 

Eachh AVO data set consists of two sub-data sets: one for employees, the other for 

employerss (firms). The unique firm's identifier links these two sub-data sets. The 

employerr data set provides us with information such as the number of employees joining 

collectivee agreements (CAO) and working time regulated by the CAO. The employee 

55 For more detailed introduction to the data, see 'Arbeidsvoorwaardenontwikkelingen in 2002,een 
onderzoekk naar ontwikkelingen in de bruto-uurlonen, extra uitkeringen en afdrachtverminderingen \ Jan. 
2003,, P.M. Venema, T. Faas and J. S. Samadhan, Labour Inspection Department, Ministry of Social Affairs 
andd Employment, The Hague. 
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dataa set has a much richer content, giving detailed information on workers' wages, 

weeklyy working hours, tenure, job levels and occupations. The employee data set also 

recordss various kinds of job entries and job separations, which are hardly found in 

householdd panels. 

Alll  the information in the AVO data is collected based on the administrative records 

off  sampled firms. Thus, in terms of data collection method, the AVO data is an 

administrativee database. This is the major difference between the AVO data and 

householdd surveys (e.g. SEP and OS A6 in the Netherlands). In a household survey, the 

basicc hierarchical structure is that each respondent is clustered in a household that he or 

shee belongs to. The AVO data has a similar structure: each worker enrolled in the data is 

nestedd in a firm in which he or she works; a unique firm number establishes this 

relationship.. It is in this sense that the AVO data is classified as linked data. In fact, such 

aa 'link' also exists in a household survey. The difference is that the AVO data links 

employeee and employer, whereas a household survey basically links individual and 

family. . 

Ass all the information in the data comes from the administrative record, one can 

expectt that there will be a significant reduction in measurement errors compared to the 

employees'' or employers' recall. Another advantage of using the AVO data is that it 

allowss us to adjust for both employees' and employers' effects. If we take into account 

thee two-level (employees and employers) structure of the data when estimating the wage 

equations,, we have a chance to correct within-group (i.e. workers grouped in the same 

firm)firm)  correlations, as well as to control for unobserved firm characteristics such as 

managementt practices and attitudes toward flexible work. 

Ass with much other administrative data, the main drawback of the AVO data is its 

shortagee of variables reflecting the employees' family background and social-economic 

status.. As we all know, individual social-economic status and family background play a 

criticall  role in empirical research on labour markets. Fortunately, the AVO data set for 

hh The SEP and the OSA are two major household panels in the Netherlands. The SEP is short for 'the Dutch 
Social-Economicc Panel'. Statistics Netherlands (CBS) organizes the survey and collection of the data. The 
OSAA Panel is collected by Institute for Labour Studies (Organisatie voor Strategisch 
Arbeidsmarktonderzoek)) in the Netherlands. The OSA data has two separate panels: one is 'OSA labour 
supplyy panel'; the other is 'OSA labour demand panel'. The former panel is household survey, the latter 
focusess on Dutch firms. The two panels cannot be matched or linked. 
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employeess reports the employees' ages and schooling. In addition, the AVO data lacks 

thee variables that can be used to investigate firms, demand for fixed-term jobs. There is 

onee variable in the AVO data set for firms describing whether the firm thinks that the 

currentt labour market is tight. This variable can be regarded as an important factor that 

affectss a firm's demand for fixed-term jobs. However, it only has a few observations, not 

largee enough to be used. 

4.4.22 Some definitions 

Alll  the workers included in the data set for employees are categorized into one of three 

groups:: 'stayers', 'leavers' and 'entrants'. If we use the time interval between October of 

thee current survey year t and October of the previous survey year t-\ as time reference, 

'stayers'' can be defined as those who stay at the same firms, while 'leavers' are those 

whoo leave firms during this period. 'Entrants' refer to those who enter firms from various 

kindss of sources during the time interval. 

Forr 'stayers', the AVO data offers two consecutive years' (/ and M) information. For 

example,, the employee data set in the AVO 98 provides us with two years' information 

(19977 and 1998) for 'stayers'. The relative information for 'leavers' is available only for 

thee year 1997, while the information for 'entrants' can be observed only for the year 

1998. . 

4.55 Structural patterns of fixed-term employment in the 

Netherlands s 

Basedd on the AVO data this part first analyses the inflows and outflows of fixed-term 

jobs,, and then investigates the distribution of fixed-term jobs by age and gender. Finally, 

thee distribution of fixed-term jobs across industries is examined. 
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4.5.11 The inflow and outflow of fixed-term jobs 

Tablee 4.1 below provides a breakdown of the inflow and outflow sources of fixed-term 

jobs.. The part on inflow source shows that fixed-term jobs held by 'entrants' from other 

firmss accounted for almost 56 per cent of the total fixed-term contracts in 1998, 6 per 

centt higher compared with the level in 1997. School-leavers also possessed a relatively 

higherr ratio in the total inflow. The share of fixed-term contracts for school-leavers in 

19977 was 13.48 per cent, as compared to 12.7 per cent in 1998. Without further 

informationn from the data, it is less significant to explain why such a large proportion of 

fixed-termfixed-term jobs was taken by 'entrants' from other firms. But it does demonstrate that on 

averagee half of the fixed-term contracts were signed directly with employees; fixed-term 

jobss brokered through temporary job agencies had an average of only 12 per cent in the 

totall  inflow. 

Tablee 4.1 The Inflow and Outflow of Fixed-term Jobs (%) 

Infloww source 

School-leavers s 
Re-entrants s 
Previouslyy unemployed 
Entrantss from other firms 
On-calll  workers 
Tempp job agencies 
Others s 
Total l 

1997 7 

13.48 8 
4.02 2 
6.98 8 

49.73 3 
5.43 3 

11.95 5 
8.41 1 
100 0 

1998 8 

12.70 0 
4.55 5 
4.80 0 

55.88 8 
2.48 8 

11.69 9 
7.90 0 
100 0 

Outfloww source 

Retirementt and disability 
Dismissals s 
Quitters s 
Leavers s 
On-calll  workers 
Tempp job agencies 
Others s 
Total l 

1997 7 

0.30 0 
41.53 3 
4.90 0 

29.05 5 
8.40 0 
4.68 8 

11.14 4 
100 0 

1998 8 

0.55 5 
41.07 7 

2.81 1 
33.95 5 
5.82 2 
7.12 2 
8.68 8 
100 0 

Source:: Author's own calculation based on the AVO 97- 98. 

Thee relatively higher ratios for school-leavers suggest that young people, especially 

thosee with weak conditions in the labour market, are more likely to have fixed-term jobs 

orr other non-standard jobs. This may mirror the difficulties of acquiring permanent jobs 

forr new labour entrants. On the other hand, as the process of finding the employee-

employerr pairings that are best for each is truly one of trial and error, working on a fixed-

termm basis or having other non-standard jobs might be a better choice for young people. 

Thee pattern of outflow for fixed-term contracts is also illustrated in Table 4.1. It 

revealss that the outflow due to dismissal accounted for more than one-third of the total. 

Notee that the AVO data classifies 'dismissal' into several categories, such as dismissal 
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duringg probationary time, and dismissal with lawsuit. Based on these categories, the 

aggregatedd share of dismissals in the total outflow was calculated, as shown in Table 4.1. 

Furtherr examining the AVO data tells us that those who were dismissed during their 

probationaryy periods accounted for 39.45 per cent, much higher than other types of 

dismissals. . 

Thee shares of those who left for other firms {'leavers') increased from 29.05 per cent 

inn 1997 to 33.95 percent in 1998. The mobility of fixed-term workers employed through 

temporaryy job agencies also increased; their shares in the total outflow rose from 4.68 in 

19977 to 7.12 in 1998. One of the important issues related to the use of fixed-term 

contractss is whether fixed-term workers, after exiting from the current firms, are 

transformedd into permanent employees in other firms. Because the AVO data does not 

providee any information on these leavers' final employment status, it is not possible to 

identifyy if they had acquired a permanent job or still worked as a fixed-term worker in 

otherr firms. A study by Russo et al. (1997) demonstrated that in the Netherlands 

temporaryy workers with children, students and the higher educated had relatively lower 

probabilitiess of transforming into permanent positions. The study also found age to be 

anotherr important factor that affects one's ability to obtain a permanent job. When 

workerss became older than 32 years of age the probabilities of transforming into 

permanentt positions decreased7. 

4.5.22 Distribution of fixed-term jobs by gender and age 

Tablee 4.2 comprises three panels. The upper panel shows the distribution of fixed-term 

jobss from all sources including 'stayers', 'leavers' and 'entrants' by age and gender; the 

middlee panel refers to the distribution of part-time fixed-term jobs; the lower panel deats 

withh the distribution of fixed-term contracts brokered through temporary job agencies. 

Ann examination of the first panel shows that the gender differential was particularly 

strongg in the young age groups, in which the proportion of men significantly exceeded 

thatt of women; the difference between them were about 20 per cent. This indicates that it 

Boothh ct al. (2000) also observed a similar age effect on men's transforming into permanent in Great 
Britain.. Their results demonstrated that being younger than 35 years of age had a positive impact on 
entrancee to permanent work. 
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iss more difficult to find suitable permanent jobs for new male labour entrants than for 

youngg women in the Netherlands. Note, however, that such differences were reduced 

considerablyy in the prime working ages and elder age groups; the gender composition of 

fixed-termm jobs becomes even after the age 34. 

Tablee 4.2 Distribution of Fixed-term Jobs by Age and Gender (%), 1998 

Fixed-termm jobs from all sources 
Women n 
Men n 
Total l 
Part-timee fixed-term jobs 
Women n 
Men n 
Total l 
Fixed-termm jobs through temp job agencies 
Women n 
Men n 
Total l 

15-24 4 

39.20 0 
60.80 0 
100 0 

47.95 5 
52.05 5 
100 0 

25.65 5 
74.35 5 
100 0 

Agee groups 
25-34 4 

39.32 2 
60.68 8 
100 0 

55.56 6 
44.44 4 

100 0 

32.42 2 
67.58 8 
100 0 

35-^4 4 

47.90 0 
52.10 0 
100 0 

75.00 0 
25.00 0 
100 0 

47.47 7 
52.53 3 
100 0 

45-54 4 

50.67 7 
49.33 3 

100 0 

73.77 7 
26.23 3 
100 0 

61.54 4 
38.46 6 
100 0 

55-65 5 

40.16 6 
59.84 4 
100 0 

56.86 6 
43.14 4 
100 0 

80.00 0 
20.00 0 
100 0 

Source:: Author's own calculation based on the AVO 98. 

Fixed-termm contracts may allow for flexible working time. The figures in the middle 

panell  of Table 4.2 demonstrate that in the young age groups the gender differences were 

quitee small. However, in the age groups of 35-44 and 45-54 part-time fixed-term jobs 

weree strongly associated with women, whose percentage was almost twice that of their 

malee counterparts. The higher proportions of female part-time workers in these two age 

groupss may suggest that lower-educated women, re-entrants after child-rearing and 

immigrantss are more likely to work part-time on a fixed-term basis. 

Thee lower panel in Table 4.2 describes the gender and age compositions of fixed-term 

workerss through temporary job agencies. As can be seen in the table, the composition of 

genderr in the young age groups was similar to the one in the upper panel: men were 

predominant.. In the age groups of 45-54 and 55-65 women had notably larger 

proportionss than men of having a fixed-term job through temporary job agencies. Thus, 

youngg men and older women are more likely to use temporary job agencies to look for 

temporaryy jobs. Temporary job agencies may offer older women more chances to find 

temporaryy jobs. For young men who have just finished full-time education, they have not 
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fullyy established their social network; the channels for them to hunt for jobs are limited. 

Ass a result, young men are more likely than prime-aged men to look for jobs in 

temporaryy job agencies. 

4.5.33 Distribution of fixed-term jobs across industries 

Althoughh fixed-term employment can be found in every industry, the differences become 

apparentt when the shares of fixed-term jobs across sectors are compared. Table 4.3 

showss that in 1998 industries with a greater proportion of fixed-term jobs were banking 

andd insurance, manufacturing, service industry and the public sector. 

Tablee 4.3 Distribution of Fixed-term Jobs across Industries (%), 1998 

Classificationn of industry 
Agriculture,, fishery & mining 
Manufacturing g 
Publicc utilities & construction 
Trade,, hotel & catering 
Transportt & communication 
Banking,, insurance & commercial service 
Government,, education, health & others 
Total l 

Proportionn (%) 
2.52 2 
22.64 4 
5.08 8 
20.41 1 
8.61 1 
25.11 1 
15.63 3 
100 0 

Source:: Authors' calculation based on the AVO 98. 

Moree specifically, sectors including banking, insurance and commercial services 

employedd almost 25 per cent of fixed-term employees, the largest proportion in the total. 

Manufacturingg industry shared nearly 23 per cent, while trade, hotel and catering took 

aboutt 20 per cent of the total of fixed-term contracts. By contrast, only 2.52 per cent of 

fixed-termfixed-term workers were employed in agriculture, forestry and fishery. The public 

utilitiess sector and the construction industry used approximately 5 per cent of fixed-term 

contracts. . 

Thee manufacturing industry accounted for a relatively high proportion in the total 

fixed-termfixed-term employment. This would imply that although manufacturing in the 

Netherlandss has been characterized by a stable employment relationship, some firms still 

makee use of fixed-term contracts in response to the tightness of the labour market. On the 

otherr hand, it is not surprising to see higher ratios of fixed-term contracts used in the 
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financiall  and service sectors as it is those sectors that are likely to offer more fixed-term 

jobss and part-time jobs. 

4.66 Who takes a fixed-term job? 

4.6.11 Specification of a multinomial logit model 

Too investigate who is more likely to take a fixed-term job, a multinomial logit model is 

fitted.. Based on the assumption that all error terms are mutually independent and have a 

logg weibull distribution, the multinomial logit model can be expressed as follows: 

exp<x/?? ) 
^iy^iyii=j\x=j\xii)=)= u

 J (1) 
]Texp(.*;/?y) ) 
jj i 

wheree yi represents the outcome for the Zth observation, j=l,2... M; xs is a vector of the 

independentt variables for the rth observation; ft is the coefficient vector for the y'th 

outcome.. Note that one of the/? 's in the above equation is constrained to equal zero to 

identifyy the model. In the model there are four outcomes, which are coded as follows. 

j=l :: full-time permanent jobs 

j=2:: part-time permanent jobs 

j=3:: full-time fixed-term jobs 

j=4:: part-time fixed-term jobs 

Givenn x:, the log-odds ratio of outcome / versus outcome k can be written as: 

In n EJL EJL 

P,k P,k 
= * ; C A - A )) (2) 

Thee difference (/?, - Pk) is a contrast, reflecting the effects of characteristics vector on 

thee logit of outcome / versus outcome k. 
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Notee that when fitting the multinomial logit model, 'full-time permanent jobs' is used 

ass the base category. Also notable is that when fitting the model, I use the AVO 98 data 

sett and restrict the sample to those who entered into firms in 1998, i.e., I only fit a model 

forr the 'entrants' in the AVO 98. The variables incorporated into the model can be 

classifiedd into three clusters: (1) demographic characteristics including gender, age and 

itss square term, (2) individuals' employment status before entrance, and (3) job-related 

characteristicss and occupation. The detailed description of these variables can be found in 

Appendixx A. 

4.6.22 The estimation results of the multinomial logit model 

Thee estimation results for the multinomial logit model are given in Table 4.4. Capital 

letterr B represents the estimated coefficient. The relative risk ratio (RRR) is obtained by 

takingg the exponent of the estimated coefficient. 

Tablee 4.4 shows that in the Netherlands there is a significant gender difference in 

takingg a fixed-term job. In general, men are less likely than women to be fixed-term 

employeess and work part-time. Examining the relative risk ratio corresponding to the 

genderr variable can further identify males' preference for working full-time on a 

permanentt contract basis. The relative risk ratios show that for men the likelihood of 

havingg a full-time fixed-term job falls by 0.784, while the probability of working part-

timee (on a permanent or a fixed-term contract basis) reduces by 0.835{=0.408+0.427). 

Thee effects of age are significant, suggesting that young people are more likely to 

havee fixed-term jobs. Note, however, that the sign of quadratic age is positive, indicating 

thatt the negative age effect would diminish marginally with age. The changes of 

probabilitiess due to the age effect should fall to the bottom in some age range and rise 

thereafter. . 

Amongg the breakdown of the variable 'status before entrance', Table 4.4 

demonstratess that being school-leavers, the probabilities of having a part-time fixed-term 

jobb and a full-time fixed-term job increase by 1.642 and 1.408 respectively, whereas the 

probabilityy of their working part-time on a permanent basis decreases by 0.578. This 
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findingg strengthens the argument in Part 4.5 that young people especially school-leavers 

aree more likely to work on a fixed-term basis in the Netherlands. 

Forr those who re-enter the labour market, their history of job interruptions seems to 

reducee the likelihood of their having a full-time permanent job. As shown in Table 4.4, 

re-entrantss are more likely to have a part-time job or work full-time on a fixed-term basis. 

Tablee 4.4 Estimation Results of the Multinomial Logit Model 

Constant t 

Genderr (male=l) 

Agee (years) 

Agee squared (710) 

CAO(CAO=11 if yes) 

StatusStatus before entrance 
School-leavers s 

Re-entrants s 

Previouslyy unemployed 

Tempp job agencies 

Others s 

Occupation Occupation 
Administrativee workers 

ITT workers 

Commerciall  workers 

Workerss in Horeca 

No.. of observations 

Part-timee permanent 
jobs s 

B B 
1.478** * 
(0.713) ) 

-0.897** * 
(0.142) ) 

-0.265** * 
(0.039) ) 
0.035** * 
(0.005) ) 
0.221 1 

(0.172) ) 

-0.550* * 
(0.308) ) 
1.068** * 
(0.255) ) 
0.875** * 
(0.316) ) 
1.314** * 
(0.197) ) 
1.653** * 
(0.191) ) 

0.098 8 
(0.280) ) 
0.177 7 

(0.620) ) 
0.568** * 
(0.262) ) 
1.592** * 
(0.199) ) 

7235 5 

RRR R 

0.408 8 
(0.058) ) 
0.767 7 

(0.030) ) 
1.036 6 

(0.006) ) 
1.247 7 

(0.215) ) 

0.578 8 
(0.178) ) 
2.909 9 

(0.743) ) 
2.340 0 

(0.759) ) 
3.721 1 

(0.734) ) 
5.223 3 

(0.996) ) 

1.103 3 
(0.309) ) 
1.194 4 

(0.740) ) 
1.765 5 

(0.462) ) 
4.913 3 

(0.978) ) 

Full-timee fixed-term 
jobs s 

B B 
2.101** * 
(0.364) ) 

-0.243** * 
(0.063) ) 

-0.064** * 
(0.021) ) 
0.006** * 
(0.003) ) 

-0.155** * 
(0.063) ) 

0.342** * 
(0.106) ) 
0.347** * 
(0.147) ) 
0.687** * 
(0.137) ) 
0.384** * 
(0.094) ) 
0.104 4 

(0.125) ) 

0.009 9 
(0.085) ) 
-0.062 2 
(0.143) ) 
-0.069 9 
(0.089) ) 
-0.072 2 
(0.071) ) 

7235 5 

RRR R 

0.784 4 
(0.049) ) 
0.938 8 

(0.020) ) 
1.006 6 

(0.003) ) 
0.857 7 

(0.054) ) 

1.408 8 
(0.150) ) 
1.415 5 

(0.208) ) 
1.988 8 

(0.273) ) 
1.469 9 

(0.137) ) 
1.110 0 

(0.139) ) 

1.009 9 
(0.086) ) 
0.940 0 

(0.135) ) 
0.933 3 

(0.083) ) 
0.930 0 

(0.066) ) 

Part-timee fixed-term 
jobs s 

B B 
2.391** * 
(0.541) ) 

-0.850** * 
(0.103) ) 

-0.278** * 
(0.030) ) 
0.037** * 
(0.004) ) 
0.028 8 

(0.119) ) 

0.496** * 
(0.181) ) 
1.562** * 
(0.192) ) 
0.232 2 

(0.318) ) 
2.346** * 
(0.136) ) 
1.658** * 
(0.159) ) 

-0.823** * 
(0.234) ) 
-0.485 5 
(0.532) ) 
0.796** * 
(0.172) ) 
1.668** * 
(0.133) ) 

7235 5 

RRR R 

0.427 7 
(0.044) ) 
0.757 7 

(0.023) ) 
1.037 7 

(0.004) ) 
1.028 8 

(0.122) ) 

1.642 2 
(0.297) ) 
4.768 8 

(0.914) ) 
1.261 1 

(0.401) ) 
10.448 8 
(1.417) ) 
5.248 8 

(0.836) ) 

0.439 9 
(0.103) ) 
0.616 6 

(0.327) ) 
2.217 7 

(0.380) ) 
5.303 3 

(0.703) ) 

Logg likelihood -6796.195 
LRR chi2 (39) 1641.370 

Standardd errors in parenthesis, **significant at 5%, * significant at 10%. 
Note:: In the Netherlands, 'Horeca' is a general term for hotel, restaurant and catering. 

Theree is a variable called 'previously unemployed' in the table. This variable 

indicatess whether or not one has previously been unemployed. The estimation for this 
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variablee tells us that for those who have experience of being unemployed before, there is 

noo evidence suggesting that they are more likely to have a full-time permanent job. On 

thee contrary, their experience of unemployment increases the probabilities of their having 

aa part-time job or a full-time fixed-term job. Table 4.4 also shows that jobs brokered 

throughh temporary job agencies are more likely to be part-time or full-time jobs on a 

fixed-termm basis. 

Withh regard to the impact of occupation, column 2 of Table 4.4 shows that compared 

too technical workers (reference group), all other occupations listed in the table are more 

likelyy to work part-time on a permanent basis. However, significant effects are found 

onlyy in 'commercial jobs' and 'jobs in Horeca'. 'Horeca' in the Netherlands refers to 

hotels,, restaurants and catering. The results demonstrate that those in 'commercial jobs' 

orr 'Horeca' are also more likely to work part-time on a fixed-term basis. Examining the 

relativee risk ratios of these two occupations in the table shows that among three types of 

contractss the increase in probability of working part-time on a fixed-term basis is the 

largest. . 

ITT workers are more likely to work part-time on a permanent basis, but this result is 

nott significant at the conventional test level. Those who do administrative jobs are less 

likelyy to work part-time on a fixed-term basis; this result is significant. It can be seen 

fromm the table that working part-time on a permanent basis or having a full-time fixed-

termm job is more common among those who do administrative jobs, but this result is not 

significantt at the conventional test level. 

Inn general, the findings based on the estimated multinomial logit model are similar to 

thee results in other authors' studies. Using different countries' data including the OS A 

data,, Gustafsson et al. (2003) made a comparative study of Britain, Germany, the 

Netherlandss and Sweden. Their study showed that in these countries women were more 

likelvv to have a fixed-term inh. and fixed-term iobs were more common in the proun of 

youngg people. Moreover, their analyses indicated that marriage and the presence of 

childrenn increased one's probability of taking a fixed-term job. Based on the 1986-1996 

OSS A labour supply panel data, Remery et al. (2002) examined who was more likely to 

gett flexible labour contracts (including fixed-term contracts) in the Dutch labour market. 
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Theyy had a similar observation on the age effect, and found that those who had a history 

off  unemployment were more likely to have flexible instead of permanent contracts. 

4.77 The analysis of wage levels for fixed-term jobs 

4.7.11 Descriptive analysis 

Thiss section uses descriptive statistics to show how fixed-term contracts affect one's 

wagee level and to examine the wage differentials between fixed-term and permanent jobs. 

Tablee 4.5 gives the hourly wage levels for different types of contracts and the wage ratios 

betweenn permanent and fixed-term jobs. The hourly wage (in Dutch guilders) is 

calculatedd based on the employee's monthly wage including overtime premium. The 

correspondingg working time is the actual number of monthly working hours. 

Tablee 4.5 Mean Hourly Wages by Type of Contract and the Wage Ratios between Fixed-

termm and Permanent Jobs, 1996 and 1998 (in Dutch Guilders) 

A: : 
Hourlyy wages 
(1)) full-time permanent jobs 
(2)) full-time fixed-term jobs 
(3)=(2)/(1)) Wage ratio 
B: : 
Hourlyy wages 
(1)) part-time permanent jobs 
(2)) part-time fixed-term jobs 
(3)=(2)/(1)) Wage ratio 

1996 6 

22.29 9 
16.79 9 

0.7533 3 

16.59 9 
13.14 4 

0.7920 0 

1998 8 

24.93 3 
19.95 5 

0.8002 2 

18.39 9 
15.93 3 

0.8662 2 
Source:: Author's own calculation based on the AVO 97 98. 

Theree are two panels in Table 4.5. Panel A refers to those who work full-time on a 

permanentt or fixed-term basis, while panel B covers those who work part-time on a 

permanentt or fixed-term basis. Several important aspects can be observed in Table 4.5: 

(1)) on average, full-time permanent workers received higher wages compared to others, 

(2)) full-time fixed-term workers were paid less than full-time permanent workers but 
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earnedd more than part-time workers, and (3) those working part-time on a permanent 

basiss were paid more than those in fixed-term jobs. 

Comparisonss show that the wage ratios in Panel B were larger than the ones in Panel 

A.. This indicates that the impact of contract type on hourly wages was stronger for those 

workingg full-time. Working full-time and having a fixed-term contract could significantly 

reducee one's hourly wages compared to full-time permanent jobs. On the other hand, 

thosee working part-time on a fixed-term basis were more likely to be treated as part-time 

workerss in permanent jobs in terms of their wage levels, although both earned less than 

full-timee workers. 

Thee AVO data classifies job level according to its degree of complexity. In this study, 

thosee with 'job level one' are regarded as low-skilled workers, while those with 'job level 

six'' are viewed as high-skilled employees. The wage differentials between two levels are 

reportedd in Table 4.6. Table 4.6 indicates that, for low-skilled workers, working full-time 

onn a permanent basis was paid better. In 1998 they earned 15.97 per cent (= (16.56/14.28-

1)) x 100) higher than full-time fixed-term workers. High-skilled full-time permanent 

workerss were paid highest, but would earn less if they worked full-time on a fixed-term 

basis. . 

Tablee 4.6 The Wage Ratios between Low- and High-skilled Workers, 1996 and 1998 

Jobb complexity level 
andd the wage ratio 

Contractt type 

Full-time e 
permanentt jobs 

Part-time e 
permanentt jobs 

Levell  one 
Levell  six 
Wagee ratio 
Levell  one 
Levell  six 
Wagee ratio 

1996 6 

16J4 4 
47.37 7 
0.3407̂  ^ 
13.08 8 
35.45 5 
0.3690 0 

1998 8 

^ 6 . 56 6 
52.09 9 

03J79 9 
14.44 4 
52.09 9 

0.2772 2 

Change e 
(1998-1996) ) 

0.42 2 
4.72 2 

-0.0228 8 
1.36 6 

16.64 4 
-0.0918 8 

Full-timee fixed-
termm jobs 

Levell  one 
Levell  six 
Wagee ratio 

11.70 0 
36.67 7 

0.3Ï91 1 

14.28 8 
43.08 8 
0.3315 5 

2.58 8 
6.41 1 

0.0124 4 

Part-timee fixed-
termm jobs 

Levell  one 
Levell  five 
Wagee ratio 

8.93 3 
28.82 2 

0.3099 9 

14.78 8 
38.13 3 
0.3876 6 

5.85 5 
9.31 1 

0.0777 7 
Source:: Author's own calculation based on the AVO 97-98. 

Comparisonss within each type of contract provide a further dimension of evaluating 

thee effects of fixed-term contracts on the wages. Table 4.6 shows that for those who work 
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part-timee on a fixed-term basis, low-skilled workers earned only 30.99 per cent of the 

wagess of high-skilled workers in 1996; but the wage gap between high-skilled and low-

skilledd workers declined in 1998, as the wage ratio rose by 0.0777. From 1996 to 1998, 

decreasess in wage ratios were found in the group of permanent jobs. For example, the 

wagee ratio for full-time workers decreased from 0.3407 to 0.3179, while the ratio for 

part-timee workers also declined. This indicates that in the group of permanent jobs the 

wagee gaps between high-skilled and low-skilled workers widened over the period 1996-

1998. . 

4.7.22 Econometric analysis 

SomeSome explanations 

Thee AVO data is linked employee-employer data in the sense that a unique firm 

identificationn number coherently links the employee and employer data sets. It reflects 

thee fact that the employees are clustered in the firms. Statistically we can assume that 

workerss in the same firm are independent of each other. However, there are good reasons 

too expect that workers in the same firm tend to be more similar than those in a sample 

drawnn randomly from the population of all firms. Workers in the same firm might share 

manyy common factors, such as firm size, working conditions and technological level. 

Thiss suggests that when examining wage level one should consider the possible 

correlationss among workers within the firm. On the other hand, a firm may be different 

fromm others in its firm size, production method, and wage regulation. More importantly, 

somee unobserved firm characteristics including managerial skill and attitudes toward 

flexiblee work also vary across the firms. Clearly, the wage structure of workers is subject 

too the influences of firms' observed and unobserved effects, even after controlling 

individuall  characteristics. This means that there is a need to account for the between-firm 

wagee variation when modelling the nest structure of the data. 

Att present, multilevel modelling is one of the most important techniques dealing with 

thee nested structure of data. It is widely used in empirical research in education and 

demography.. However, rather limited literatures can be found on its application in linked 

employee-employerr data. In fact, how to effectively use linked employee-employer data 
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inn terms of econometric technique is still under discussion8. In this study, I choose to fit 

two-levell  random intercept models to the AVO data. It has been argued that given the 

nestedd structure in the data, compared to ordinary least square estimation, multilevel 

modellingg can help us obtain statistically efficient estimates; ignoring such nesting may 

riskk underestimating standard errors of regression coefficients (Goldstein, 1999; Hox, 

2002). . 

Itt should be stressed that in the context of this study the prime interest is to estimate 

thee extent to which different types of job contracts affect one's wage level. When 

estimatingg the wage equations, using a multilevel model is only a matter of choice among 

differentt quantitative techniques. The following section gives the detailed specification 

forr this multilevel model. 

ModelModel specification 

Followingg Korkeamaki and Kyyra (2003)'s specification, the hourly wage of worker i 

whoo works in the firmy' is expressed as: 

W^fj+nCyi+PXy+egW^fj+nCyi+PXy+eg (3) 

wheree wy is the hourly wage, cijk is a dummy variable indicating this worker's contract 

type,, and xtj is a vector containing the worker's individual characteristics. The subscript i 

referss to employee (7=1,..., n),y' is the index for the firm (/'=1,..., N), and k is the index 

forr the type of contract (k= 1,2,3,4). Note that workers across firms are assumed to be 

independent,, while within-firm workers are assumed to be correlated. 

Thee intercept fj in equation (3) is explained as the firm effects. The expected values 

off  firm effects ƒ are assumed to be conditional on firms' observable and unobservable 

attributess via an auxiliary linear regression. 

See,, for example, The Creation and Analysis of Employer-Employee Matched Data, edited by 
Haltiwanger,, J.C.; Lane, J.I.; Spletzer, J. R.; Theeuwes, J.J.M. and K.R. Troske, Elsevier Science B.V., 
Amsterdam,, 1999. 
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f.=af.=a + +Sz} +£ ; (4) 

wheree a is the average firm effect, which is constant across firms; z is a vector 

containingg firm covariates including firm size and industry classification. The last term ^ 

representss the random term that captures the unobserved firm effects. 

Substitutingg equation (4) into equation (3) and rearranging give us the following wage 

equation: : 

ww:]:]  =a + ykcljk + p x,j + S z'j + £ , + £S) (5) 

Equationn (5) is the model that is used to fit  to the AVO data. In equation (5) the 

randomm disturbance consists of two parts: one part is due to the variation of the 

unobservedd firm effects, i.e. £, ; the other is the part attributed to the individual 

disturbancee term, i.e. e . In view of this form of error components, the model is called a 

'two-levell  random intercept model'. 

TheThe estimation results 

Thee estimations for the random effect models are based on the pooled AVO 97 and AVO 

988 data. Table 4.7 presents the estimation results for the 'entrants', while Table 4.8 

reportss the estimates for the 'stayers'. As explained in Part 4.4.2, the AVO data uses the 

timee interval between October of the current survey year / and October of the previous 

surveyy year t-\ as time reference. 'Entrants' are those who enter the firms from various 

kindss of sources during the time interval. 'Stayers' are defined as those who stay at the 

samee firms. Note that in order to examine to what extent male fixed-term workers are 

differentt from female workers in terms of their wage gaps compared to permanent 

workers,, the wage equations for men and women are estimated separately. 

Thee dependent variable is the log hourly wage. The independent variables can be 

groupedd into two categories: individual variables and firm covariates. Individual 

regressorss include schooling, occupation, and a set of dummies for different types of 

contracts.. Because the AVO data has no information on entrants' tenure, the model for 

80 0 



Tablee 4.7 Estimation of Two-level Random Intercept Model for 'Entrants' 

Variable e 
Constant t 

Schoolingg (year) 

Workk experience 

Squaredd experience (/10) 

OccupationOccupation (technical workers as ref.) 
Administrativee workers 

ITT workers 

Commerciall  workers 

Workerss in Horeca 

ContractContract type (full-time permanent jobs as ref.) 
Part-timee permanent jobs 

Full-timee fixed-term jobs 

Part-timee fixed-term jobs 

IndustryIndustry (agriculture, fishery and mining as ref.) 
Manufacturing g 

Trade,, hotel and catering 

Publicc utilities and construction 

Transportt and communication 

Banking,, insurance and commercial services 

Government,, other services 

FirmFirm size (less than 20 employees as ref.) 
20-499 employees 

500 99 employees 

100-- 199 employees 

20ÖÖ 499 employees 

Overr 500 (inclusive) employees 

Within-firmm wage variance 
Between-firmm variance 
No.. of observations 

Men'ss wage equation 
1.554** * 
(0.027) ) 
0.079** * 
(0.001) ) 
0.058** * 
(0.001) ) 

-0.010** * 
(0.000) ) 

0.043** * 
(0.010) ) 
0.081** * 
(0.015) ) 
0.078** * 
(0.010) ) 
0.005 5 

(0.009) ) 

-0.137** * 
(0.024) ) 

-0.069** * 
(0.006) ) 

-0.156** * 
(0.019) ) 

-0.054** * 
(0.021) ) 
0.016 6 

(0.023) ) 
-0.089** * 
(0.021) ) 

-0.066** * 
(0.022) ) 

-0.045** * 
(0.022) ) 

-0.057** * 
(0.024) ) 

0.026** * 
(0.011) ) 
0.058** * 
(0.012) ) 
0.041** * 
(0.012) ) 
0.061** * 
(0.012) ) 
0.068** * 
(0.014) ) 

0.0411(0.0019) ) 
0.0145(0.0040) ) 

7123 3 

Women'ss wage equation 
1.509** * 
(0.043) ) 
0.078** * 
(0.002) ) 
0.049** * 
(0.002) ) 

-0.009** * 
(0.000) ) 

0.020* * 
(0.014) ) 
0.076** * 
(0.034) ) 
0.028* * 
(0.016) ) 
0.029** * 
(0.015) ) 

-0.113** * 
(0.021) ) 

-0.034** * 
(0.009) ) 

-0.128** * 
(0.018) ) 

-0.007 7 
(0.035) ) 
0.021 1 

(0.042) ) 
-0.072** * 
(0.036) ) 
-0.063* * 
(0.038) ) 
0.005 5 

(0.036) ) 
-0.008 8 
(0.036) ) 

0.064** * 
(0.015) ) 
0.083** * 
(0.015) ) 
0.083** * 
(0.016) ) 
0.115** * 
(0.016) ) 
0.116** * 
(0.017) ) 

0.0403(0.0029) ) 
0.0137(0.0056) ) 

3654 4 

Standardd errors in parenthesis, **  significant at 5 % level, * significant at 10 % level. 
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thee 'entrants' uses the variable 4work experience'. Firm covariates include two 

categoricall  variables, i.e. 'firm size' and 'industry classification'. 

Thee estimation results for the 'entrants' are discussed first. At the bottom of Table 4.7 

aree the variance components. For male entrants, the within-firm wage variance is 0.0411, 

whilee the between-firm wage variance is 0.0145. For female entrants, the within-firm 

wagee variance is 0.043, while the between-firm variance is 0.0137. The calculated 

variancee partition coefficients demonstrate that the between-firm wage variation 

contributess 26.08 per cent to the total male wage variation, while in the total female wage 

variationn the between-firm wage variation accounts for 25.37 per cent. Hence, the 

unobservedd firm effects have a significant portion in both male and female wage 

variations. . 

Ass emphasized above, estimating a multilevel model is only a matter of choice among 

differentt quantitative techniques; the prime interest of this study is in how fixed-term 

contractss affect one's wage level. Therefore, in what follows the discussion turns to the 

explanationn of the estimated results for the variable 'contract type' in Table 4.7. 

Thee variable 'contract type' has four categories. The reference group is 'full-time 

permanentt jobs'. Table 4.7 indicates that in the group of 'entrants' working on a fixed-

termm basis has a significant impact on one's wages; fixed-term workers are employed at 

lowerr hourly wages than full-time workers with permanent contracts. More specifically, 

thee results for the men's wage equation show that those who work full-time on a fixed-

termm basis earn 6.67 per cent10 less than their permanently employed male counterparts. 

Forr male part-time workers in fixed-term jobs, their wages are 14.44 per cent less than 

full-timee permanent workers. A similar pattern can also be found in the women's wage 

equation.. Among women in fixed-term jobs, having a full-time job or a part-time job 

99 Variance partition coefficient=—-—-—- , where (Tc is the between-firm wage variance, <T is the 
a]a] + aI 

within-firmm wage variance. 
100 When explaining the coefficients for dummy variables in the wage equations, I follow Gujarati's 
suggestionss and take the antilog of the estimated dummy coefficient. For example, the coefficient of the 
dummyy variable 'full-time fixed-term jobs' in the men's wage equation in Table 4.7 is -0.069. The 
explanationn for this estimated coefficient is: working full-time on a fixed-term basis will lead to reduction 

inn wages by 6.67 (= e - 1 ) per cent. See Gujarati, D. (1995), Basic Econometrics. McGraw-Hill, Inc. 
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lowerss their hourly wages by 3.34 per cent and 12.01 per cent less respectively, compared 

too female full-time workers employed permanently. 

Furthermore,, Table 4.7 shows that part-time fixed-term workers have a relatively 

largerr wage gap. Those working full-time on a fixed-term basis are paid more than part-

timee fixed-term workers. In the group of male fixed-term workers, working full-time 

reducess their wage gap by 7.77 (=14.44-6.67) percentage points. For those women in 

fixed-termfixed-term jobs, the premium for working full-time is 8.67 (=12.01-3.34) percentage 

points. . 

Anotherr important observation based on Table 4.7 is that the effects of having a fixed-

termm job on the hourly wages differ for male and female workers. For example, female 

full-timee workers in fixed-term employment earn 3.34 per cent less wages compared with 

femalee full-time permanent workers, whereas male full-time workers in fixed-term jobs 

earnn 6.67 per cent less than male full-time permanent workers. This means that the wage 

gapp for male fixed-term workers is larger than that for female counterparts. 

Tablee 4.8 reports the estimation results for the 'stayers'. At the bottom of Table 4.8 

aree the variance components. The calculated variance partition coefficients show that the 

between-firmm wage variance accounts for 29,64 per cent of the total male wage variation, 

whilee the between-firm wage variance explains 33.73 per cent of the total female wage 

variation.. Compared to the results for the 'entrants', the role of the unobserved firm 

effectss for the 'stayers' has no dramatic changes. 

Similarr to the results in Table 4.7, Table 4.8 demonstrates that in the group of the 

'stayers'' there is a wage gap between fixed-term and permanent workers. Moreover, it 

cann be observed from Table 4.8 that among fixed-term workers, those working full-time 

aree paid more than those working part-time. The results for the men's wage equation 

demonstratee that working full-time or part-time reduces the hourly wages of male fixed-

termm workers by 10.68 per cent and 14.36 per cent respectively, compared to the wage 

levell  of male full-time permanent workers. This pattern holds true for female fixed-term 

workers,, in which full-time workers are paid 7.23 per cent less, while part-time workers 

earnn 10.60 less than female full-time permanent workers. 

83 3 



Tablee 4.8 Estimation of Two-level Random Intercept Model for 'Stayers' 

Variable e Men'ss wage equation Women's wage equation 
Constant t 

Schoolingg (year) 

Tenure e 

Squaredd tenure (/10) 

OccupationOccupation (technical workers as ref.) 
Administrativee workers 

ITT workers 

Commerciall  workers 

Workerss in Horeca 

ContractContract type (full-time permanent jobs as ref.) 
Part-timee permanent jobs 

Full-timee fixed-term jobs 

Part-timee fixed-term jobs 

IndustryIndustry (agriculture, fishery and mining as ref) 
Manufacturing g 

Trade,, hotel and catering 

Publicc utilities and construction 

Transportt and communication 

Banking,, insurance and commercial services 

Government,, other services 

FirmFirm size (less than 20 employees as ref.) 
200 49 employees 

50-- 99 employees 

1000 199 employees 

2000 499 employees 

Overr (inclusive) 500 employees 

Withh in-firm wage variance 
Between-firmm wage variance 
No.. of observations 

2.390** * 
(0.014) ) 
0.054** * 
(0.001) ) 
0.021** * 
(0.000) ) 

-0.004** * 
(0.000) ) 

0.073** * 
(0.004) ) 
0.126** * 
(0.008) ) 
0.194** * 
(0.005) ) 
0.030** * 
(0.004) ) 

-0.136** * 
(0.012) ) 

-0.113** * 
(0.012) ) 

-0.155** * 
(0.027) ) 

-0.052** * 
(0.012) ) 
0.023* * 
(0.013) ) 

-0.112** * 
(0.013) ) 

-0.074** * 
(0.013) ) 
-0.018 8 
(0.013) ) 
-0.016 6 
(0.013) ) 

0.036** * 
(0.006) ) 
0.041** * 
(0.006) ) 
0.044** * 
(0.007) ) 
0.036** * 
(0.007) ) 
0.078** * 
(0.008) ) 

0.0387(0.0008) ) 
0.0163(0.0027) ) 

34552 2 

2.303** * 
(0.023) ) 
0.051** * 
(0.001) ) 
0.024** * 
(0.001) ) 

-0.005** * 
(0.000) ) 

0.055** * 
(0.007) ) 
0.115** * 
(0.017) ) 
0.057** * 
(0.008) ) 
0.041** * 
(0.007) ) 

-0.056** * 
(0.008) ) 

-0.075** * 
(0.015) ) 

-0.112** * 
(0.024) ) 

-0.089** * 
(0.021) ) 

-0.035** * 
(0.025) ) 

-0.163** * 
(0.021) ) 

-0.121** * 
(0.023) ) 
-0.051* * 
(0.021) ) 

-0.065** * 
(0.022) ) 

0.053** * 
(0.009) ) 
0.061** * 
(0.009) ) 
0.125** * 
(0.010) ) 
0.103** * 
(0.009) ) 
0.116** * 
(0.010) ) 

0.0330(0.0011) ) 
0.0168(0.0032) ) 

14436 6 
Standardd errors in parenthesis. **  significant at 5 % level, * significant at 10 % level 
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Comparingg the coefficients in the men's and women's wage equations in Table 4.8 

tellss a similar story to that for the 'entrants', i.e. male fixed-term workers carry more 

wagee penalties than female fixed-term workers. Such a finding raises a question of why 

theree is a gender effect on fixed-term workers' wages. A possible explanation is that male 

andd female fixed-term workers may differ in their endowments of human capital or in 

theirr work motivation. As discussed before, young men such as male school-leavers are 

likelyy to have a fixed-term job. Traag et al. (2004) found that in the Netherlands those 

school-leaverss with a lower education level were more likely to have a non-standard job. 

AA study shows that those men who start their careers with fixed-term jobs are less able 

thann those who immediately acquire a permanent job on entering the workforce (Booth et 

al.,, 2002a). Therefore, it is possible that on average there is a relatively larger wage gap 

betweenn male fixed-term and permanent workers. On the other hand, in the group of 

femalee fixed-term workers, some of them may have relatively smaller human capital gap 

comparedd to female permanent workers. They are able to catch up with those employed 

permanentlyy at a faster pace. Yet some female workers choose to work on a fixed-term 

basiss because fixed-term jobs can give them a certain flexibility to schedule their time 

aroundd domestic commitments. They might have positive attitudes toward their jobs; this 

may,, in turn, enhance their productivity. 

Itt would be interesting to compare the results of my study to other authors' findings. 

Dekkerr (2001a) used the Dutch Socio-Economic Panel (SEP) to analyse how flexible 

workerss were paid in the Netherlands. In his category, flexible work includes temporary 

jobs,, temporary work agency jobs and small part-time jobs. The estimated coefficients 

showedd that men in temporary jobs were paid about 8.6 per cent less than their male 

counterpartss but employed permanently, while women in temporary jobs earned about 

7.44 per cent less than female permanent workers. The study by Gustafsson et al. (2003) 

demonstratedd that in the Netherlands male fixed-term contract workers earned almost 20 

perr cent less than male permanent workers, whereas female fixed-term contract workers 

weree paid about 13.2 per cent less than those in permanent jobs. According to the 

estimationn results of Gustafsson et al., a similar pattern was found in Britain, Germany 

andd Sweden. 
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Althoughh different classifications have caused some difficulties when comparing my 

resultss to other authors' findings, all the estimations show that those who have temporary 

jobss (including fixed-term jobs) have lower wages than those in so-called 'standard forms 

off  employment'. In addition, there is evidence that in the Netherlands men in temporary 

jobss have a larger wage gap than their female counterparts. 

4.88 Summary 

Thiss chapter investigates fixed-term jobs in the Netherlands by using linked employee-

employerr data. The data is drawn from the AVO database for the years 1997 and 1998. 

Thee study focuses on two aspects: first, who gets a fixed-term job? Second, how are these 

fixed-termfixed-term workers paid compared to those working full time and employed 

permanently? ? 

Too answer the first question, a multinomial model is fitted. The results reveal that in 

generall  men are less likely than women to work on a fixed-term basis. Among young 

people,, young men have a higher proportion of being employed as fixed-term workers 

thann young women. School-leavers possess higher likelihood of having a fixed-term job. 

Onn the one hand, this may reflect the shortage of permanent jobs for new labour entrants; 

onn the other hand, their relatively weak labour market position and the motivation of 

findingg the 'best match' make them more likely than others to accept fixed-term jobs. For 

thosee who re-enter the labour market for various reasons, their experience of job 

interruptionss causes them some difficulties in acquiring full-time permanent jobs. The 

resultss demonstrate that they are more likely to have fixed-term jobs. As expected, 

workingg in hotels, restaurants and catering as well as in commercial services increases 

one'ss probability of having a fixed-term job. 

Too answer the second question, two-level random intercept models are estimated. The 

resultss show no evidence that in the Netherlands fixed-term workers have received 

compensationn because of their taking precarious employment. On the contrary, the 

estimationss demonstrate that those in fixed-term contracts suffer a wage penalty. 
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Moreover,, men in fixed-term jobs carry a greater wage gap than women in fixed-term 

jobs.. Hence, it costs more for men than for women to have a fixed-term job. 

Ass in many other European countries, the use of fixed-term contracts in the 

Netherlandss has improved the flexibilit y of firms' responding to shocks due to the 

fluctuationn of business and enhanced firms' competitiveness. However, this flexibility 

hass a price. It is at the cost of the relatively lower wage of fixed-term workers. Although 

sincee the early 1990s the Dutch government in collaboration with the social partners has 

triedd to work out a series of agreements on flexibility and security, to what extent these 

regulationss can effectively affect the wage gap between fixed-tem and permanent 

workerss needs to be further examined. 

Finally,, two important issues related to the study of fixed-term jobs are worth 

mentioning.. The first issue is about the mobility of fixed-term contract workers. Have 

fixed-termfixed-term jobs been used as 'a stepping stone' to permanent jobs, or would once 

'flexible'' result in 'always flexible'? The second important issue is concerned with how 

thee relatively lower wages of fixed-term workers affect their future earning ability. 

Too explore these two issues, one would need to analyse the changes in fixed-term 

workers'' employment status and the changes in their wages by using panel data. I am 

unablee to carry out this task based on the information provided by the AVO data. Other 

authors'' research can lend us some understanding of these issues. Zijl et al. (2004) used 

thee OSA data from the years 1988-2000 to investigate the effect of temporary work on 

thee duration until permanent jobs. Their study provided some evidence that temporary 

employmentt in the Netherlands has a 'stepping-stone' effect. Dekker (2001b) examined 

thee transitions from non-regular to regular jobs in Germany, Great Britain and the 

Netherlands.. The results of his dynamic analyses showed that in these three countries 

non-regularr work (including fixed-term contract work) is 'a phase a worker must go 

throughh on the way to regular employment'. 

Evenn if fixed-term work has functioned as 'a stepping stone' to permanent jobs, the 

lowerr wages of fixed-term workers might affect their future earning ability. Booth et al. 

(2002a)) found that men who began with jobs with fixed-term contracts suffered a 

permanentt earning loss compared to those who began their careers in permanent jobs. As 

forr women who started in fixed-term employment and moved to permanent jobs, they 
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weree able to keep up with those who started in permanent jobs. The findings by Booth et 

al.. are drawn from the British data. To what extent fixed-term workers in the Netherlands 

cann catch up with permanent workers after they have moved to permanent jobs will be 

investigatedd in my future research. 
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Appendix x 

(A)) Variable definition 

A4.11 Description of the variables in the multinomial logit model 

(1)) Gender: a dummy variable, equal to one if male, zero otherwise. 

(2)) Age: a continuous variable in years, 

(3)) Collective bargaining agreement (CAO): a dummy variable, equal to one if individual 

wagee is covered or bounded by a collective bargaining agreement, zero otherwise. 

(4)) Status before entrance: categorical variable 

Status== 1: school-leavers 

Status=2:: re-entrants 

Status=3:: previously unemployed 

Status=4:: entrants (from other firms), used as reference group 

Status=5:: temp job agencies 

Status=6:: others. 

(5)) Occupation: categorical variable 

Occupation=l:: technical workers, used as reference group 

Occupation=2:: administrative workers 

Occupation=3:: IT workers 

Occupation=4:: commercial workers 

Occupation=5:: workers in Horeca. 

A4.22 Description of the variables in the two-level random intercept 

models s 

(1)) Schooling: a continuous variable in years. 

(2)) Work experience: a continuous variable in years calculated based on the formula: 

potentiall  work experience=age-schooling-4. 
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(3)) Tenure: a continuous variable in years. 

(4)) Occupation: categorical variable 

Occupation== 1: technical workers, used as reference group 

Occupation=2:: administrative workers 

Occupation=3:: IT workers 

Occupation=4:: commercial workers 

Occupation=5:: workers in Horeca. 

(5)) Contract type: categorical variable 

Full-timee permanent jobs=l, used as reference group 

Part-timee permanent jobs=2 

Full-timee fixed-term jobs=3 

Part-timee fixed-term jobs=4. 

(6)) Industry: categorical variable 

Agriculture,, fishery and mining=l, used as reference group 

Manufacturing=2 2 

Trade,, hotel and catering=3 

Publicc utilities and construction̂ 

Transportt and communication=5 

Banking,, insurance and commercial services=6 

Government,, other services=7. 

(7)) Firm size: categorical variable 

Firmm size=T: number of employees less than 20, used as reference group 

Firmm size=2: 20-49 employees 

Firmm size=3: 50-99 employees 

Firmm size=4: 100^199 employees 

Firmm size=5: 200-499 employees 

Firmm size=6: over 500 (inclusive) employees. 
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(B)) Tables 

Tablee B4.1 Mean Values of the Variables in Men's Wage Equation for 'Entrants' 

Hourlyy wage (log) 
Schooling g 
Workk experience 
Squaredd experience (/10) 
Occupation Occupation 
Administrativee workers 
ITT workers 
Commerciall  workers 
Workerss in Horeca 
Contractt type 
Part-timee permanent jobs 
Full-timee fixed-term jobs 
Part-timee fixed-term jobs 
Industry Industry 
Manufacturing g 
Trade,, hotel and catering 
Publicc utilities and construction 
Transportt and communication 
Banking,, insurance and commercial services 
Government,, other services 
FirmFirm size 
20-^99 employees 
50-999 employees 
100-1999 employees 
200-^999 employees 
Overr 500 (inclusive) employees 
No.. of observations 

Mean n 
2.9815 5 
11.4230 0 
15.1296 6 
30.5540 0 

0.1008 8 
0.0543 3 
0.1183 3 
0.2399 9 

0.0161 1 
0.5666 6 
0.0343 3 

0.3035 5 
0.1659 9 
0.1264 4 
0.1164 4 
0.1928 8 
0.0625 5 

0.1899 9 
0.1735 5 
0.1741 1 
0.1575 5 
0.1196 6 

SE E 
0.3635 5 
2.5223 3 
8.7548 8 

36.3518 8 

0.3011 1 
0.2267 7 
0.3230 0 
0.4271 1 

0.1260 0 
0.4956 6 
0.1819 9 

0.4598 8 
0.3721 1 
0.3323 3 
0.3207 7 
0.3945 5 
0.2420 0 

0.3923 3 
0.3787 7 
0.3792 2 
0.3643 3 
0.3245 5 

7123 3 
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Tablee B4.2 Mean Values of the Variables in Women's Wage Equation for 'Entrants' 

Hourlyy wage (log) 
Schooling g 
Workk experience 
Squaredd experience (/10) 
Occupation Occupation 
Administrativee workers 
ITT workers 
Commerciall  workers 
Workerss in Horeca 
ContractContract type 
Part-timee permanent jobs 
Full-timee fixed-term jobs 
Part-timee fixed-term jobs 
Industry Industry 
Manufacturing g 
Trade,, hotel and catering 
Publicc utilities and construction 
Transportt and communication 
Banking,, insurance and commercial services 
Government,, other services 
FirmFirm size 
20-499 employees 
50-999 employees 
100-1999 employees 
20(M999 employees 
Overr 500 (inclusive) employees 
No.. of observations 

Mean n 
2.8755 5 
11.4434 4 
14.4193 3 
28.4585 5 

0.3281 1 
0.0156 6 
0.1557 7 
0.3533 3 

0.0413 3 
0.5766 6 
0.0714 4 

0.2228 8 
0.1886 6 
0.0307 7 
0.0788 8 
0.2206 6 
0.2414 4 

0.1637 7 
0.1757 7 
0.1530 0 
0.1727 7 
0.1541 1 

SE E 
0.3348 8 
2.4491 1 
8.7573 3 

34.5273 3 

0.4696 6 
0.1239 9 
0.3626 6 
0.4781 1 

0.1991 1 
0.4942 2 
0.2576 6 

0.4162 2 
0.3912 2 
0.1724 4 
0.2695 5 
0.4147 7 
0.4280 0 

0.3700 0 
0.3806 6 
0.3600 0 
0.3780 0 
0.3611 1 

3654 4 
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Tablee B4.3 Mean Values of the Variables in Men's Wage Equation for 'Stayers' 

Hourlyy wage (log) 
Schooling g 
Tenure e 
Squaredd tenure (/10) 
Occupation Occupation 
Administrativee workers 
ITT workers 
Commerciall  workers 
Workerss in Horeca 
ContractContract type 
Part-timee permanent jobs 
Full-timee fixed-term jobs 
Part-timee fixed-term jobs 
Industry Industry 
Manufacturing g 
Trade,, hotel and catering 
Publicc utilities and construction 
Transportt and communication 
Banking,, insurance and commercial services 
Government,, other services 
FirmFirm size 
20-499 employees 
50-999 employees 
100-1999 employees 
200-4999 employees 
Overr 500 (inclusive) employees 
No.. of observations 

Mean n 
3.1665 5 
11.2540 0 
10.2794 4 
18.5961 1 

0.1003 3 
0.0354 4 
0.0901 1 
0.2055 5 

0.0136 6 
0.0126 6 
0.0019 9 

0.3901 1 
0.1436 6 
0.1486 6 
0.0940 0 
0.1300 0 
0.0635 5 

0.1627 7 
0.1741 1 
0.1921 1 
0.1774 4 
0.1321 1 

SE E 
0.3023 3 
2.4261 1 
8.9609 9 

28.9576 6 

0.3004 4 
0.1847 7 
0.2863 3 
0.4040 0 

0.1158 8 
0.1117 7 
0.0440 0 

0.4878 8 
0.3507 7 
0.3557 7 
0.2919 9 
0.3363 3 
0.2438 8 

0.3691 1 
0.3792 2 
0.3939 9 
0.3820 0 
0.3386 6 

34552 2 
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Tablee B4.4 Mean Values of the Variables in Women's Wage Equation for 'Stayers' 

Hourlyy wage (log) 
Schooling g 
Tenure e 
Tenure:: squared term 
Occupation Occupation 
Administrativee workers 
ITT workers 
Commerciall  workers 
Workerss in I loreca 
ContractContract type 
Part-timee permanent jobs 
Full-timee fixed-term jobs 
Part-timee fixed-term jobs 
Industry Industry 
Manufacturing g 
Trade,, hotel and catering 
Publicc utilities and construction 
Transportt and communication 
Banking,, insurance and commercial services 
Government,, other services 
FirmFirm size 
2CM-99 employees 
50-999 employees 
100-1999 employees 
200-4999 employees 
Overr 500 (inclusive) employees 
No.. of observations 

Mean n 
3.0369 9 
11.3371 1 
7.5574 4 
10.0236 6 

0.3283 3 
0.0121 1 
0.1279 9 
0.3900 0 

0.0732 2 
0.0153 3 
0.0054 4 

0.2259 9 
0.1848 8 
0.0284 4 
0.0537 7 
0.1793 3 
0.3148 8 

0.1354 4 
0.1684 4 
0.1579 9 
0.1956 6 
0.1766 6 

SE E 
0.2867 7 
2.4305 5 
6.5669 9 
17.2671 1 

0.4696 6 
0.1091 1 
0.3340 0 
0.4878 8 

0.2604 4 
0.1228 8 
0.0733 3 

0.4182 2 
0.3882 2 
0.1661 1 
0.2254 4 
0.3837 7 
0.4644 4 

0.3421 1 
0.3742 2 
0.3646 6 
0.3966 6 
0.3813 3 

14436 6 
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