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Thas paper concentrates on the measurement and analysis of the j0b creation
and job destruction processes that take place wn the Spanish economy. In
our study, we use data from the Spanash Social Security Census. Qur results
reveal striking differences wnth those obtained by other authors that use duiffe-
rent samples of Spanish firms. Furthermore, our results are more consistent
with the international emdence. We also obtawn additional evidence for Spain
which was not avaiable with the data sets used wn prewmous studies. In par-
ticular, we obtain emdence concerming the analysis by ecomomac sector, size
of establishment and entry-exit behawior.
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1. Introduction

Even though, on aggregate, Spanish unemployment rate remains high,
at the individual firm level establishments exhibit different volumes of
job creation and destruction. These movements cannot be accounted
for by aggregate variables. This paper concentrates on the measure-
ment and analysis of the job creation and job destruction processes for
the Spanish economy.
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The studies of Leonard (1987), Dunne, Roberts and Samuelson (1989)

3 i

Davis and Haltiwanger (1990, 1992, 1995), and Davis, Haltiwanger and
Schuh (1996) have presented a deeper understanding of this phenome-
non for the U.S. economy. Similar studies have been done by Baldwin
and Gorecki (1992) in Canada, by Blancflower and Burgess (1996) in
Great Britain, by Contini and Revelli (1990) in Italy, by Boeri and
Cramer (1990, 1992) in Germany, by Salvanes (1995) in Norway and
by Abowd, Corbel and Kramarz (1995) in France. Baldwin, Dunne
and Haltiwanger (1998) have also compared the processes of job crea-
tion and job destruction between Canada and the U.S.

The studies cited above present some interesting results. For example,
in the U.S. and most other countries where the studies were conduc-
ted, gross jobcreation and destruction substantially exceed the corres-
ponding net changes in employment, a phenomenon which varies with
firms’ characteristics such as plant size. Also, in most of these studies,
job destruction is much more cyclically sensitive than job creation.

The papers of Dolado and Gémez (1995), Garcia-Serrano and Malo
(1998) and Ruano (1997) have tried to analyze these issues for the
Spanish economy. Dolado and Gémez estimated the gross job creation
and destruction flows for the Spanish private manufacturing sector
using a sample that contains annual data on an average of 1,169 firms
for the period 1983-92. The analysis of Garcia-Serrano and Malo is
based on a quarterly sample of 737 firms from 1993 to 1994. Ruano
uses an annual sample of industrial firms that, on average, has 1922
firms for the period 1990-95. These studies try to provide evidence
on the extent of labor turnover and the relative importance of its
components measuring both flows of positions and flows of workers
through the positions.

Nevertheless, these papers present several limitations linked to the
data samples used to develop their empirical analysis. First of all, the
three studies are based on samples of firms that are not representative
of the whole population of firms in the economy. In the case of Dolado
and Gémez, the database from which their sample is obtained did not
follow any statistical criteria to represent the Spanish population of
firms. In fact, larger firms are oversampled, with an average size of
247 employees. In the case of Garcia-Serrano and Malo, they restricted
their sample of firms to those having 500 or more workers, being the
average size firm on the sample 1,324 workers. In Ruano, large firms
are over represented as well. The sample’s average number of firms
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with less than or equal to 200 workers is 1,283, while the average
number of firms with more than 200 workers is 639. As a consequence,
neither Dolado and Gémez or Garcia-Serrano and Malo were able to
carry out analysis regarding size of establishments; and Ruano can
only do it partially (firms smaller than 200 workers versus firms bigger
or equal to 200 workers)®.

In addition, neither Dolado and Gémez or Garcia-Serrano and Malo
are able to account for the job creation and job destruction that re-
sult from the entry and exit behavior of firms in the economy; even
though Ruano tries to do it with her sample. As shown by Davis and
Haltiwanger (1990) and Davis, Haltiwanger and Schuh (1996), among
others, this is an important part of the job reallocation process. Final-
ly, none of the works mentioned above are able to study the behavior
of firms belonging to different sectors of the economy. For example, in
Dolado and Gémez, and Ruano, the analysis is aimed at the manufac-
turing (industrial) sector, ignoring construction and services. In the
case of Garcia-Serrano and Malo, the small size of the sample prevents
from any analysis at the sector level.

All the above suggest that the results of those analyses for the Spanish
economy as a whole, and particularly for the manufacturing sector,
may drive to misleading conclusions about the behavior of “all” Spa-
nish firms. This is a relevant question since any sensible employment
policy should be based on a good understanding of firms’ behavior.

Here, we use quarterly firm-level data from the Spanish Social Secu-
rity Census (Fichero de Cuentas de la Seguridad Social), from the first
quarter of 1993 to the first quarter of 1995. These data set records of
every change occurring in the number of workers at the firm level. Our
data set contains the whole population of establishments that belongs
to the private sector and have more than five workers, excluding the
agricultural sector. We are aware that the short data period do not
allow us to study any cyclical behavior of the economy. Moreover,
we do not have information on the type of contract that workers have,

'Ruano explamns that the distinction between large firms (with more than 200 wor-
kers) and “small” firms (with less than or equal to 200 workers) is needed given
the fact that small firms are under represented in her sample. She claims that both
subsamples are then representative. That is the reason why Ruano does not report
aggregate job flows for her whole sample In addition, Ruano reports data by type
of contract (temporary vs. permanent) These two reasons make our comparisons
with her results more difficult. This should be kept in mind when interpreting our
references to Ruano’s results throughout the paper
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which prevent us from studying the different evolution of workers with
permanent or temporary contracts. But again, the main purpose of
this paper is to emphasize the risk of extrapolating results from sam-
ples built with dubious statistical criteria.

Our results reveal striking differences with those obtained for Spain.
For example, in our case the average annual gross job flow is 31.1 per-
cent for the whole economy and 25 percent for the manufacturing sec-
tor, which differs with the 7.1 percent obtained by Dolado and Gémez
for their sample of manufacturing firms. The average quarterly gross
job flow is 2.8 percent for 1994 in Garcia-Serrano and Malo, while in
our case is 16.1 percent for the whole economy, 11.6 percent for the ma-
nufacturing sector, and 5.4 percent for firms of 500 or more employees
(4.2 percent if we concentrate only in the incumbents behavior), those
analyzed in their paper. Ruano reports, for workers under permanent
contracts, average annual gross job flows of 15.7 and 9.7 percent in
manufacturing for companies of 200 or less workers and for companies
of more than 200 workers, respectively. She also reports, for workers
under temporary contracts, average annual gross job flows of 49.1 and
40.5 percent in manufacturing for companies of 200 or less workers and
for companies of more than 200 workers, respectively.

Moreover, we are able to obtain new additional results. As in studies
made for other countries, gross job creation and destruction substan-
tially exceed the corresponding net changes in employment, a pheno-
menon that varies with characteristics such as economic sector or plant
size. In that sense, the average annual gross job flows are 25, 63.1 and
28.6 percent for manufacturing, construction and service sectors res-
pectively. It also ranges from 52.7 percent in establishments between
6 and 19 workers, to 14.5 percent in establishments with more than
500 workers.

In addition, we are able to differentiate job wins and loses of esta-
blishments from two different sources: expansion and contraction of
incumbents, and entry and exit of firms. Surprisingly enough, entrants
and exiting firms account for almost the same fraction of job creation
and destruction than incumbents.

The rest of the paper is organized as follows. Section 2 includes the
definitions, a description of the data and some measurement issues.
Section 3 discusses the results. Finally, we summarize our findings in
section 4.
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2. Definitions, data and measurament issues

We start this section defining our measures of gross and net job flows?.
Let z,; be the number of employees of any establishment ¢ at time ¢.
Therefore:

- Zye—1 = 0 and z,; > 0 for an establishment that started between ¢ —1
and t.

- T—1 > 0 and z,; = 0 for an establishment that has been closed down
within the same time period.

For any aggregate (e.g. the whole economy, a sector, an industry, a
region or a group of plants belonging to the same size cell in the base
year) of establishments E, the gross and net job flows are given by:

GROSS(FE) = Do %t — Tae-1] "
> e Tit-1
NETt(E) — ZZEE(th — xzt——]) [2]
Z:ZEE Tat—1

In order to gain more information about the separate behavior of in-
cumbents and entrants, the above measures can be decomposed in
terms of the following rates:

i) POSI (expansion rate) measures the pace of gross job creation
across incumbents only:

POSI,(E) = ek (B = Tuey) g
YoieE Tri-1

where E* = {z; € E s.t. z;_1,2z¢ > 0 and z; > 21}

ii) NEGI (contraction rate) measures gross job destruction due to the
decline of pre-existing units:

ZzEE’- ’xzt - xzt—ll
Y 1B Tat-1

NEGI(E) = [4]

where B~ = {z; € F s.t. 2t—1,2¢ > 0 and z4—1 > 21},

Hence, POSI; and NEGI; record only changes in the size of firms
with some positive employment at both ¢ — 1 and .

*Here, we use the definitions on Boeri and Cramer (1990 and 1992).
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iii) POSE measures gross job creation associated with the entry of
new firms:
POSE,(E) = ZoeB- 5
EzEE Zot—1

where E® = {z; € E' s.t. 2¢—1 =0 and z; > 0}.

iv) NEGE measures gross job destruction associated with the exit
(closure) of firms:

NEGE,(E) = %@5—:—_11 (6]
1€ (2%

where E¢ = {zt € E s.t. 41 >0 and z; = 0}.

Finally, POS; is defined as the sum of gross job gains associated with
expansions of the remaining units and the entry of new establishments.
Similarly, NEG; is defined as the total gross job losses induced by
shrinking units and exit processes. Therefore, for any set of establis-
hments E:

GROSS; = POS, + NEG, = [7]
(POSI, + POSE,) + (NEGI, + NEGE,)

NETtEPOSt—NEGtE [8}
(POSL + POSE;) — (NEGI, + NEGE;)

In addition, we define two alternative measures in order to differentia-
te the net job changes associated with expansions and contractions of
remaining units, NV ET;, and the net job changes induced by establis-
hments entering and exiting the census, NET E;. They are defined as
follows:

NETI, = POSI, — NEGI; [9]

NETE, = POSE, — NEGE, [10]

Our measures of job reallocation are similar to those proposed by
Davis and Haltiwanger (1990), except for the fact that we divide

establishment-level changes by total employment whereas Davis and
Haltiwanger use the average of employment between ¢ — 1 and ¢.

The measures of gross job reallocations such as the ones we present
here should be interpreted as labor demand concepts. The focus on
establishment-level outcomes makes possible, inter alia, to assess what
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lies behind aggregate employment fluctuations, and to analyze in some
detail the nature of shifts occurred in the structure of employment
opportunities.

The data used for this analysis are from the Fichero de Cuentas de la
Seguridad Social (FCSS) of Spain for the period covering from the first
quarter of 1993 to the first quarter of 1995. These data are collected
via the Social Security System that compels employers to report every
change occurred in the number of workers. There are legal sanctions for
misreporting, which ensures that the FCSS is permanently updated.
The census covers all dependent employment in plants® of more than
five workers in the private sector, excluding the agricultural sector.
The census covers all Spanish territory except Ceuta and Melilla.

Several issues have to be explained regarding the data. Individual
plants belonging to the same company are identified as independent
units if they are located in different provinces®. This means, in the case
of companies owning only one plant in each province, that firm mergers
or acquisitions which simply change the name of the firm owning that
plant will not be imputed as plant entry and exit®. However, it must
be noticed that the number of people affiliated to the Social Security
System does not correspond with the number of workers, since each
worker is counted as many times as the number of labor activities she
undertakes.

Plant openings and closures are identified by comparing the number
of employees of each individual plant at different points in time. The
information contained in the census includes. an identification num-
ber for the plant, which allows to track its behavior; the region and
industry® it belongs to; and the number of workers corresponding to

3We will use the terms plant and firm interchangeably

‘In some cases, the census reconstructs the dispersion of working places m a
province.

>The reference unit in the data base is the social security account (cuenta de cotiza-
a6n) which is also the basic umt of the FCSS. This unit consists of the collective of
workers of a same firm, whose laboral activity is performed within the same provin-
ce These collective of workers is associated to the employer inscription number in
the Social Security System. Even though, conceptually, there is no identity between
establishment or job center and social security account, in practice both concepts
do coincide most of the time

$There are 38 industries and 17 regions in which each plant could beincluded according
to its productive activity and the place where the plant 1s located respectively For
information regarding industry and regional plant behavior see Galdén-Sinchez

(1995).
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each firm. However, we were not provided with information regarding
the kind of contract workers have in each case.- "

The use of this data base entails several advantages. The first one is
that, given that we have the population of establishments with more
than 5 workers, we have a “representative” amount of firms not only
for the whole economy, but also by economic sector and by size of
establishment” (see Table 1).

In Table 1, we summarize the basic characteristics by firms and em-
ployees of our data base. We also report quarterly data by employees
for the whole economy. This allows comparisons regarding how repre-
sentative our data set is. By firms, the data reported are the total
number of firms in each census, their mean size, and their distribution
by size and economic sector. By employees, the data reported are the
total number of employees in each census and their distribution by size
and economic sector. For the whole economy, we report quarterly data
on total employment and its distribution by economic sectors from the
Spanish Labor Force Survey ( Encuesta de Poblacion Activa, EPA). As
it can be seen, the distribution of employment by sector in the total
economy and in our census are comparable. This makes our sample
representative.

We are going to exploit all this information analyzing the behavior of
all those aggregates (total economy, economic sectors, and size groups).
Moreover, since we are able to account for the entry and exit flows of
firms in the economy, our study can control for the job creation and
job destruction resulting from such behavior. However, there is a bias
that must be borne in mind when analyzing the results reported in
our study.

According to the definitions that appear at the beginning of this sec-
tion, entrants are establishments which having no dependent employ-
ees at t — 1, have some at ¢. Similarly, the exiting units are establish-
ments which had some registered workers at ¢ — 1, but no dependent
employees at t. Given that the only way to control for this fact is
to verify if the establishments are in the census or not, and knowing
that only those establishments with 6 or more employees would appear

"We divided our data in three sectors. Each sector corresponds to the following
2-digits CNAE classification numbers (in parenthesis)’ manufacturing (10 to 49),
construction (50) and services (61 to 95) Regardingsize, we grouped establishments
in accordance with their number of employees: small firms(6-19), medium-size
firms(20-99), large firms (100-499) and largest firms ( > 500).
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on it, no matter how many employees they had before; some over-
statements regarding actual plant turnovers can take place. Assuming
there is no misreporting due to all the legal implications stated above,
plants with 6 to 19 employees are the most likely candidates to show
this behavior since they are closer to the minimum of 6 employees re-
quired to appear in the census. That is, an establishment having 6
workers in period ¢t — 1 will disappear from the census in ¢ if it fires a
worker. This, of course, doesn’t mean that the establishment has clo-
sed. The establishments that disappear at least once from the census
in the period of study accounted on average for about 5 percent of the
total number of reporting plants®. This 5 percent of reporting plants
represents, on average, 3.5 percent of the total employment covered by
our census. Between the 70 and the 75 percent of that 5 percent of
reporting plants belong, on average for the period considered, to the
bigger risk group, i.e. firms of size between 6 and 19 workers®.

3. Results

In this section we summarize the results obtained in our analysis First,
we review the basic facts found in our study for the Spanish economy.
Second, we analyze the variations that suffer our results across econo-
mic sectors. Finally, we present the different results found by size of
establishment.

3.1 Basic facts

Table 2 reports the pattern of quarterly and annual job flows for the
Spanish economy'®. The first striking result is the difference between

8Ty disappear at least once” from the census means that a company appears 1n the
census with more than five employees at t, disappears at t+n, and shows up again
with more than five employees at t+n+p Bias of this sort are rather common in the
literature. See, for example, Boer1 and Cramer (1990 and 1992); Dunne, Roberts
and Samuelson (1989), Abowd, Corbel and Kramarz (1995); Davis, Haltiwanger
and Schuh (1996) and many others

This bias also appears when we do our size analysis For example, an establishment
that had 500 workers in period ¢ — 1 and that, therefore, was registered as a firm
i the fourth of our groups (500 or more workers) will disappear of that group and
go to the third (between 100 and 499 workers) in ¢ if it fires a worker Therefore,
when doing the size analysis. we should talk about “entry to” and “exit from” our
groups of reference, but we have to be cautious extracting conclusions about the
fate of the firm.

'Y Notice that Spanish economy here means the sum of manufacturing, construction
and services sectors. Agniculture and the public sector are not included in this
analysis.
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the NET and GROSS reallocation rates, which clearly shows that much

information about labor market dynamics is lost when only net changes
are considered.

TABLE 2
Aggregate Job Flows

POSI NEGI POSE NEGE POS NEG NETI NETE NET GROS

Quaterly

11-93 394 415 321 359 670 7.74 -0.66 -0.38 -1.04 14.44
IT1:93 836 411 724 1426 1560 1837 4.25 -7.02 -277 3397
VI-93 510 1069 1685 1145 2195 2214 -559 540 -019 4409
1.94 316 463 321 398 6.37 861 -147 -077 -2.24 1498
1194 410 380 359 303 7.69 68 030 056 086 14.52
111:94 529 386 327 348 856 734 143 -021 122 1590
IV:4 479 551 438 407 917 958 -072 031 -041 1875
1-95 364 442 357 376 721 818 -0.78 -019 -097 1539

Average 474 515 566 595 1041 11.10 -041 -029 0.69 2151

Annual
1993 512 8.28 7.37 10.27 1249 1855 -316 -2.90 -6.06 3104
1994 665 676 9.29 847 1594 1523 -011 082 0.71 31.17

During the period considered, between 6.8 and 22 1 percent of jobs
were destroyed every quarter, while job creation was between 6.7 and
21.9 percent. The evolution of net changes reflects that the period
under study corresponds to the end of a period of recession. It is
interesting to point out that, even in the midst of a recession, the job
creation rate of the Spanish economy was never below 6 7 percent.
However, the net employment variation was never over -2.7 percent,
which corresponds to the third quarter of 1993.

A very important issue is the analysis between entrant/exiting firms
and incumbent firms. While the magnitude of entrants and exiting
firms could reflect the degree of dynamism of the economy, most of
the employment growth is attributed to medium and large incumbent
firms. Surprisingly enough, entrants and exiting firms account for
almost the same fraction of job creation and destruction than incum-
bents. The net behavior of incumbents accounts on average for -0.4
percent while the net behavior of entering and exiting firms does it for
-0.3 percent.

The annual data also reflects the large magnitude of gross flows. Whe-
reas gross flows were around 31 percent, net flows were between 0.7 and
-6 percent. The discrepancy between annual and quarterly job flow ra-
tes reflects the lower persistence of plant level employment measured
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over three months periods. Most of the quarterly changes are reversed
afterwards. Moreover, we already mentioned that a lot of these quar-
terly figures reflect the fact that some establishments went from 6 or
more workers to less than 6 during the period of our study, disappear-
ing from the census but not necessarily resuming their activity.

The abnormally large flows for the third and fourth quarters of 1993
can be partly explained by the sharpening of the recession in the Spa-
nish economy during 1993. It is also noticeable that these job gross
flows appear very stable in the remaining quarters covered by our da-
ta set'l. Another aspect that should be carefully considered is that
part of the observed behavior captures the fact that Spanish firms were
using temporary contracts as a way to partially overcome the rigidities
of the Spanish labor market.

In order to evaluate the importance of this effect, all the quarterly cen-
sus were filtered for firms that were entering and exiting during our
period of study. We also took away the census corresponding with the
third quarter of 1993 since, being an outlier, it obviously introduces
sharp discrepancies in the analysis. More precisely, these discrepan-
cies showed up in the calculation of those quarterly ratios in which
this census is involved, i.e. the third and fourth quarterly ratios of
1993. The result of this experiment shows that the participation of
incumbents in gross job flows is, on average, 5.8 percent while entrant
and exiting firms only account for 4.1 percent. The fact that entrant
and exiting firms account for almost the same fraction of job creation
and destruction than incumbents remains even when the data are fil-
tered. However, the filtered data show that incumbents have higher
gross job flows, something that can also be seen in the unfiltered data
if we concentrate on the values of the ratios in which the census of
the third quarter on 1993 is not involved (i.e. “all” but the third and
fourth quarterly ratios of 1993).

Our results clearly show that the studies of Dolado and Gémez (1995),
Garcfa Serrano and Malo (1998), and Ruano (1997) underestimated
the selection bias problem in their samples. Moreover, a brief interna-
tional comparison shows that our results keep more resemblance with
the international evidence. Our 25 percent result of average annual

gross job flows for the manufacturing sector is closer to the 19.4 for

1 Please notice that this “perverse” effect that over certain measures has the third
quarter of 1993 census is consistent across sizes and sectors, even though not always
with the same intensity.
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the U.S.A., the 20.5 for Canada or the 29.3 for Australia, as repor-
ted by Davis, Haltiwanger and Schuh (1996) or Bertola and Rogerson
(1997). Obviously, if we had a longer series we could be more accurate,
smoothing the cyclical fluctuations. However, if we take a look at the
larger firms, (see Table 4b), we see that the average annual gross job
flows due to the incumbents behavior (the only ones really analyzed
in Dolado and Gémez) is 8.2 percent, closer to the 7 1 percent repor-
ted by Dolado and Gémez for large manufacturing firms, and the 9.7
percent reported by Ruano for firms larger than 200 employees (for
workers under permanent contracts). Similar considerations could be
made for the quarterly results of Garcia Serrano and Malo.

3.2 Vamation across economuc cectors and size of establishments

This section gathers the annual and averaged quarterly results for
three economic sectors of the economy: manufacturing, construction
and services; and four size groups depending on the firms’ number of
employees: small firms (6-19), medium-size firms (20-99), large firms
(100-499) and largest firms ( > 500)'2.
TABLE 3
Job Flows by Sector

POSI NEGI POSE NEGE POS NEG NETI NETE NET GROS

Manufacturing

Quaterly

Average 395 461 3.09 363 7.04 824 -066 -0.54 -120 1528
Annual

1993 372 889 464 851 836 1740 -517 -387 -9.04 2576
1994 577 588 583 678 1165 1266 -011 -090 -101 24.31
Construction

Quaterly

Average 910 915 10 48 11.22 1958 2037 -0.05 -074 -0.79 3995
Annual

1993 867 13.48 15.27 22.87 23.94 3635 -481 -7.60 -12.41 6029
1994 1403 1079 2191 1927 3594 3006 324 264 5.88 66.00
Serwices

Quaterly

Average 440 4.88 6.40 629 1080 1097 -0283 011 -017 2177
Annual

1993 524 688 744 883 1269 1571 -1.63 -139 -3.02 28.40
1994 584 654 896 751 1480 14.05 -070 1.45 075 28.85

2We do not attempt here to do an exhaustive analysis of establishments size, we
Just want to show that establishments of different size behave in a different way.
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In Table 3, we present the job flows statistics at the sector level asso-
ciated with expansion and contraction of existing establishments, and
with the entering and exiting of firms. In Table 4, we summarize the
job flows statistics grouping establishments by size.

TABLE 4
Job Flows by Size of Establishment

POSI NEGI POSE NEGE POS NEG NETI NETE NET GROS

Small firms

Quaterly

Average 699 445 12.16 13.04 19.15 1749 254 -088 1.16 3664
Annual

1993 739 679 14.81 22.17 22.20 2896 060 -736 -6.76 51.16
1994 9.75 5.69 15.59 19.26 29.34 2495 4.06 0.33 439 54.29
Medium-size firms

Quaterly

Average 541 656 479 496 1020 1152 -115 -0.17 -1.32 14.12
Annual

1993 6.07 10.14 5.76 746 11.83 17.60 -4.07 -1.70 -577 2043
1994 771 809 759 6.67 1530 14.76 -0.38 092 054 3006
Large firms

Quaterly

Average 358 561 300 296 6.58 857 -203 0.04 -199 1515
Annual

1993 419 873 366 407 735 1280 -5.54 -041 -4.95 2065
1994 496 709 381 346 877 1055 -213 035 -178 19.32
Largest firms

Quaterly

Average 181 335 099 087 280 422 -154 012 -142 7.02
Annual

1993 133 695 321 429 454 11.24 -5.62 -1.08 -6.70 15.78
1994 241 575 349 162 590 737 -334 1.87 -147 1323

At the sector level, the results reproduce again the fact that gross job
creation and destruction substantially exceed the corresponding net
changes in employment. The magnitude of gross job reallocation is
surprisingly high in the three sectors, being specially remarkable in the
construction sector, where it involves an average of 39.9 percent of total
jobs. The results are even stronger when annual values are considered.
Annual gross flows are particularly large in the construction sector,
with more than 60 percent in the two years considered. Given the
seasonal and strongly cyclical nature of the activities in this sector,
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the fact that its gross flow is larger than the gross flows in the other
two (around 25 percent in manufacturing and 28 percent in services)
was to be expected.

Although the gross job reallocation flows are obviously important for
all firms’ sizes, their average values and their ranges of variation de-
crease with size. Small firms experienced larger gains and losses as-
sociated with the entry and exiting of firms than those experienced
with the expansion and contraction of establishments. Both gross job
flows associated with incumbents behavior and those associated with
the entry and exit behavior of firms also decrease with firm size.

4. Conclusions

This paper measures and analyzes the job creation and job destruc-
tion processes for the Spanish economy. While the samples used in
previous studies give just a partial view of those processes, our data
set, providing the whole population of firms with more than 5 workers,
allows us to shed a complete description of the phenomena. This fact
also allowed us to revise some of the conclusions obtained in previous
studies. First of all, our results show that the behavior of Spanish
firms is closer to the behavior showed for other Western economies. In
this sense, the extrapolation of the result obtained from the analysis
of large firms to the whole economy is misleading, underestimating the
size of job flows.

We also offer evidence of the importance of the entry and exit proces-
ses, something totally ignored by previous studies. Moreover, not only
size, but also a sectorial analysis is important if we want to understand
the behavior of the whole economy. We performed such analysis and
our results support the idea of large differences across sectors.

An obvious limitation of this analysis is the lack of availability of a
longer time series for the data. Thislimitation preventsus from studying
the cyclical behavior of these flows and from attempting a long run
analysis. It also makes difficult to follow the reaction of firms to con-
crete policies adopted by different governments. But, in spite of this
limitation, the importance of these results for the evaluation of poli-
cies is clear: with such large behavioral firms differences across sectors,
sizes, industries or regions'® the effect of general employment policies
should be carefully considered.

"For a deeper analysis of industries or regions see Galdén-Sanchez (1995).



560 INVESTIGACIONES ECONGMICAS, VOL XXIV (3}, 2000

References

Abowd, J.M., P. Corbel and F. Kramarz (1995): “The entry and exit of wor-
kers and growth of employment: An analysis of French establishments”,
Centre de Recherche en Economie et Statistique, Document de travail
9542.

Baldwin, J., T. Dunne and J. Haltiwanger (1998): “A comparison of job
creation and job destruction in Canada and the United States”, Rewew
of Economics and Statistics 80, pp. 347-357.

Baldwin, J. and P. Gorecki (1990): “Firm entry and exit in the Canadian
manufacturing sector, 1970-1982”, Canadian Journal of Economics 24,
pp. 300-23.

Bertola, G. and R. Rogerson (1997): “Institutions and labor reallocation”,
European Economic Review 41, pp. 1147-71.

Blanchflower, D.G. and S. Burgess (1996): “Job creation and job destruction
in Great Britain in the 1980s”, Industrial and Labor Relations Rewew 50,
pp. 17-38.

Boeri, T. and U. Cramer (1990): “Why a1e establishments so heterogeneous?
An analysis of gross job reallocation in Germany”, manuscript.

Boeri, T. and U. Cramer (1992): “Employment growth, incumbents and
entrants: evidence from Germany”, International Journal of Industrial
Orgamization 10, pp. 545-65.

Davis, S. and J. Haltiwanger (1990): “Gross job creation and destruction:
microeconomic evidence and macroeconomic implications”, NBER Ma-
croeconomacs Annual 5, pp. 123-68.

Davis, S. and J. Haltiwanger (1992): “Gross job creation, gross job des-
truction, and employment reallocation”, Quarterly Journal of Economacs
107, pp. 819-63.

Davis, S. and J. Haltiwanger (1995): “Measuring gross worker and job flows”,
NBER Working Paper 5133.

Davis, S., J. Haltiwanger and S. Schuh (1996):, Job Creation and Destruction,
MIT Press.

Diaz-Moreno, C. and J. E. Galdén-Sénchez (1999): “How important is firm
behavior to understand unemployment?. Evidence from Spain”, Investi-
gacrones Econdmicas 23, pp. 203-24.

Dolado, J.J. and R. Gémez (1995): “Creacién y destruccién de empleo en el
sector privado manufacturero espafiol: un anélisis descriptivo”, Investi-
gacrones Econdmicas 19, pp. 371-393.

Dunne, T., M. Roberts and L. Samuelson (1989): “Plant turnover and gross
employment flows in the U.S. manufacturing sector”, Journal of Labor
Economacs 7, pp. 438-71.

Galdén-Sénchez, J.E. (1995):, Establishments Heterogeneuty and Employment.
The Case of Spawn, Ph.D. Dissertation, University of Minnesota.

Garcfa Serrano, C. and M.A. Malo (1998): “Movilidad de trabajadores y de
puestos de trabajo en empresas espafiolas grandes”, forthcoming, Moneda
y Crédato .



C DiAZ, JE GALDON JOB CREATION, JOB DESTRUCTION 561

Instituto Nacional de Estadistica (several years): “Encuesta de Poblacién
Activa®, Madrid.

Ministerio de Trabajo y Seguridad Social (several years): “Encuesta de Co-
yuntura Laboral”, Madrid.

Ruano, S. (1997): “Creacién y destruccién bruta de empleo en las empresas
industriales espafiolas®, Documento de trabajo No. 9708, Fundacién
Empresa Piblica.

Salvanes, K.G. (1995): “The flexibility of the norwegian labour market: Job
creation and job destruction in manufacturing 1977-86”, Discussion pa-
per 12/95, Norwegian School of Economics and Business Administration,
Institute of Economics.

Resumen

Este articulo estudia los procesos de creacion y destruccidon de empleo de
la economia espafiola usando datos del Fichero de Cuentas de la Seguridad
Social (FCSS). Nuestros resultados revelan importantes diferencias con los
resultados obtenidos por otros autores que utilizan distintas muestras de em-
presas espaniolas. Ademds, nuestros resultados son mds consistentes con la
emdencia wnternacionel.  También oblenemos ewmdencia adicional para Es-
panta que no estaba dispomible en estos estudios. En particular, resultados
concernientes al andlisis por sector econdmauco, tamario de los establecimien-
tos, y comportamuento de entrada y salida de los mismos.

Palabras clave: Creacién y destruccion de empleo, comportamiento de las
empresas espanolas
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