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Motivation

» The 2021 labour market reform has successfully reduced temporary employment in the private
sector by over 10 pp

» Open question To what degree has the reform contributed to an improvement in employment
stability?

» Challenge How to isolate the causal effect of a comprehensive reform that affects all workers
and firms?
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.
This Paper

» This paper analyses the impact of the reform on labour market entrants below 30
> The age group with the highest pre-reform share of temporary employment

> Improvements in the school-to-work transition are known to produce durable improvements in
labour market outcomes, human capital accumulation and productivity

» Our empirical strategy exploits persistent province-level differences in the share of temporary jobs
after netting out differences in the sectoral composition of employment

» We estimate the differential effect of the reform on entrants in provinces with relatively high and
low shares of temporary jobs using a standard difference-in-differences (DiD) design

» QOutcomes: probability of an open-ended contract, employment duration, and earnings
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Royal Decree-Law 32/2021 — What Changed?

28 Dec 2021 31 Mar 2022 Apr 2022
Approved Fully effective Post-reform
@ ®

(3) Fijo-discontinuo (4) Penalties & chaining
servicio abolished T — expanded Surcharge on contracts
The most-used temporary contracts capped at 6 Intermittent open-ended <30 days; permanent
contract. months (12 by sectoral contract broadened to status after >18 months in

agreement). cover 24.
seasonal/intermittent
work.

No changes in EPL for regular open-ended contracts
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Exposure to the Reform — I

» Our measure of the exposure to the reform:

—r _ - P
Excessp = Tp — Tp, Tp = pr,s Ts
s

> Tp,: counterfactual rate assuming Tsp = 75 ~ in all sectors.

> T, P: national temporary employment rate in sector s, computed leaving out province p

> wp,s: share of sector s in total employment of province p

» Excessp is a powerful predictor of the pre-reform level and the post-reform improvement in
entrants’ chance of accessing an open-ended job

» One possible source of differences in Excess: monopsony — Bassanini et al. (2025) show that
monopsony power reduces wages and access to open-ended jobs

Felgueroso, Garcia-Pérez, Jansen, Jiménez-Martin, Pérez-Gutiérrez FEDEA Workshop, 9 June 2026 - 5 /21



Exposure to the Reform — II

Excess temporary employment by province (average 2014-2019).

» Treatment group: provinces with
Excessp, > 0 (Red bars)

» Control group: provinces with
Excess, < 0 (Green bars)

» The measure is remarkably stable
over 2014-2019, capturing structural
pre-reform differences across provinces

Excess Temporary Contracts
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Descriptive Evidence — Access to Open-ended Employment

Relative change in access to regular open-ended contracts by province and educational level.
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Data and Empirical Strategy

Data: MCVL

» 4% random sample of Social Security affiliates;
exact spell dates, contract codes, contribution
bases.

» Sample: private-sector salaried entrants, <30, first
registered 2014-2023; outcomes over the first 12
months.

» Excludes training and replacement (interinidad)
contracts; entry traits fixed at the first contract.

» Final sample: 177,541 entrants.

Sample restrictions

Contract-type access drops Oct—Dec 2021 only;
labor-stability outcomes drop the whole 2021 cohort,
whose 365-day window would overlap the post-reform
period.
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Empirical strategy
» Reform is universal = no untreated units. Exploit
cross-province exposure intensity.
» Treated: entrants in provinces with Excess, > 0
» Control: entrants in provinces with Excess, < 0

» Difference-in-differences, province + cohort-year
FE, SEs clustered by province.

Outcomes
Prob. of a (regular) open-ended contract; days worked;
spell >6 months; earnings — first spell and first year.
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Empirical Specification

Baseline specification

Yt = Bo + B1 (post: X treated;) + ZﬁkX,-t +ap At
k

» p1: coefficient of interest — differential » «p: province FE — absorb time-invariant
change in Y for entrants in treated vs. control provincial differences
provinces after the reform
» A;: cohort FE — absorb aggregate shocks

» X;:: age, gender, immigrant status, education, common to all provinces
month of entry, provincial employment growth, .
national unemployment rate » SEs clustered at the province level

* When Y, is binary (access to open-ended contract; spell > 6 months), the model is estimated as a logit;

results are reported as log-odds and average marginal effects.
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Identification

DiD with repeated cross-sections requires four conditions (vs. three in panel DiD)

1. Parallel trends: in the absence of the reform, treatment and control provinces would have evolved
similarly v Event study confirms no pre-reform divergence

2. Stable composition [extra condition vs. panel DiD]: the mix of entrants in each group must be stable over
time, or compositional changes must be captured by controls

3. No anticipation effects: outcomes in the pre-reform period are not affected by expectations of the reform
V' Oct-Dec 2021 cohort excluded from sample

4. Exogenous treatment assignment: Excess,, is determined by pre-reform structural factors, not by
individual sorting v Robustness: province of birth

Stability condition

The share of university graduates falls and the share of immigrants rises after the reform, and these shifts are
not perfectly balanced across treatment and control. We address this by: (i) including education and immigrant
controls; (ii) estimating heterogeneous effects by education; (iii) robustness on natives-only and
contribution-group proxy samples.
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Parallel Trends: Event Study

Differential effect of the labor reform on access to open-ended

contracts. » Differential effect on access to
open-ended contracts, by quarter
. (base: 2021Q3).
£
Bu | » Pre-reform coefficients close to zero
% and insignificant = supports parallel
B H‘ | ﬁ\’ H | ‘H )w | H,}) .................. trends, no anticipation.
LT
» From 2022, positive and significant
s‘i*i*";“';%@‘11*’i%@ls“‘ié“‘is“%“3}"iﬂiﬂi@‘i}*‘i%jiﬁé%*i%*‘i*‘i@“‘i@iw\ilw‘iiw“il%f;fki@iﬁéﬂﬂﬁ effects
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Balancing: Treatment vs. Control, Before and After Reform

Observable characteristics of labor market entrants by treatment status

Pre-reform (2014-2021)

Post-reform (2022-2023)

Variable Category Control Treated Diff. Cohen Control Treated Diff. Cohen

Gender Male 51.2 52.7 15 0.030 50.6 51.7 1.0 0.021

Female 48.8 47.3 -1.5 -0.030 49.4 48.4 -1.0 -0.021

Immigrant Yes 221 16.6 -5.5 -0.139 27.6 20.5 -7.1 -0.166

Low 7.0 13.7 6.7 0.224 6.7 12.4 5.7 0.198

. Lower-mid 28.4 34.6 6.2 0.135 37.2 425 5.3 0.107
Education 3

Upper-mid 30.6 27.0 -3.6  -0.079 39.9 324 -7.6  -0.158

High 34.1 247 -9.4 -0.206 16.2 12.7 -3.4 -0.098

Access to OE contract 175 10.2 -7.3 -0.211 54.2 53.3 -0.9 -0.017

Access to regular OE 16.1 8.9 -7.2 -0.219 345 313 -3.2 -0.067

Days employed, first spell ~ 108.9 88.3 -20.6  -0.176 100.4 86.8 -13.6  -0.123

Labor outcomes  Days employed, first year 186.9 161.1 -259  -0.195 194.5 1747 -19.8  -0.152

First spell > 6 months 0.244 0.183 -0.061 -0.148 0.212 0.169 -0.043 -0.108

Earnings, first spell (€) 4169 3053 -1116  -0.215 4164 3250 -913  -0.179

Earnings, first year (€) 6276 4711 -1565  -0.262 6749 5428 -1321  -0.220

Notes: Proportions (%) and means for cohorts entering the salaried labor market. Cohen’s h (proportions) / Cohen’s d

(means/pooled SD): scale-free effect sizes independent of sample size. Thresholds: <0.2 negligible - 0.2-0.5 small -

0.5-0.8 medium - >0.8 large.
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Results I — Access to Open-ended Contracts

Differential effect of the labor reform on access to open-ended contracts

Logit (log-odds) LPM (pp)
(1) (2 ®3) 4) (5) (6) U] (8)
Any Any Regular Regular Any Any Regular  Regular
Post x Treated 0.636%**  0.739%**  0.576%**  0.489*%** 0.068** 0.089*** 0.042%**  0.029*
(0.172)  (0.125)  (0.090)  (0.073)  (0.020)  (0.020)  (0.013)  (0.017)
x Low edu. - -0.089 - 0.062 - -0.024 - -0.018
% Lower-Mid - -0.204 - 0.062 - -0.046 - 0.004
x Upper-Mid - -0.152 - 0.091 - -0.023 - 0.023
Avg. marginal effect (pp) 6.373 - 4.010 -
Controls / FE v v v v v v v v
N 177,541 177,541 177,541 177,541 177,541 177,541 177,541 177,541
Pseudo/Adj. R? 0.174 0.176 0.116 0.118 0.195 0.197 0.128 0.131

Notes: DiD estimates. Cols. (1)—(4): logit (log-odds); cols. (5)—(8): LPM (pp). Robust SEs clustered by province. ***
p < 0.01, ** p < 0.05, * p < 0.10.

» Large, highly significant positive differential effect Gap in access almost closed
. . +6.4 pp ~ 87% of the pre-reform gap; +4.0 pp ~
» No heterogeneity by education 55%. LPM confirms.

Felgueroso, Garcia-Pérez, Jansen, Jiménez-Martin, Pérez-Gutiérrez FEDEA Workshop, 9 June 2026 - 13 /21



Results II — Quality of the First Job

Differential effect of the labor reform on the quality of the first job

1) 2 ®3) (4) (5) (6)
Days Days Spell>6m Earnings
Post x Treated 8.1092%¢*  7.365%*  0.113%  0.184**%*  (0.142%**  (.107**
(2.996)  (2.965) (0.059)  (0.060)  (0.038)  (0.046)
X Low edu. - 5.104 - 0.095 - 0.083
X Lower-Mid - -1.926 - -0.154 - 0.015
x Upper-Mid - 0.499 - -0.089 - 0.059
Avg. marg. eff. (pp) - - 1.952 - - -
Controls / FE v v v v v v
N 163,238 163,238 163,238 163,238 161,904 161,904
R? 0.007 0.007 0.089 0.089 0.037 0.038

Notes: DiD estimates. Cols. (1)—(2): OLS, days of first spell. Cols.

(3)—(4): logit (log-odds), prob. spell >6m. Cols. (5)—(6): log earnings.
Robust SEs clustered by province. *** p < 0.01, ** p < 0.05, *

p < 0.10.
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Days worked: +8.2 days = ~40% of
the 20.6-day pre-reform gap.

Stability (spell > 6 m): ~2 pp = ~32%
of the 6.1 pp gap.

Earnings: ~0.14 log pts = ~14% of the
gap; daily wage effect ~0 = gains come
from more days, not higher wages.

Access gap closed ~87% — but duration 40%,
stability 32%, earnings 14%.
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Results III — Outcomes over the First 12 Months

Differential effects on labor market outcomes — first year

1) O] ®) *) ®) (6)

Days Days Spell=6m Earnings » Extending to the full year barely changes
Post x Treated 7.16%%%  13.877%F  0,005%%  0.100%¥*  0.140%%*%  0.201%¥* the picture; effects marginally smaller.

(2.315)  (4621) (0.048)  (0.060)  (0.026)  (0.039)
% Low edu. _ _5.087 _ 0.007 _ 0,077 » Days worked: +7.1 days ~ 27% of the
% Lower-Mid - -11.051* - -0.157* - -0.101* gap.
x Upper-Mid - -6.114 = -0.127 = -0.038 .

» Stability: gap reduced ~21.5%.

Avg. marg. eff. (pp) - - 1.764 - - -
Controls / FE v v v v v v » Annual earnings: gap reduced ~14%.
N 163,238 163238 163,238 163218 161,004 161,004 . .
R2 0.014 0.014 0.086 0.086 0.058 0.055 » Weak evidence the effect is smaller for

Notes: DiD estimates. Outcomes aggregate all spells in the first 365 lower-middle education.

days. Cols. (1)—(2): OLS, total days worked. Cols. (3)—(4): logit
(log-odds), prob. any spell >6m. Cols. (5)—(6): log earnings. Robust
SEs clustered by province. *** p < 0.01, ** p < 0.05, * p < 0.10.
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Summary of Results

Outcome Horizon Estimate Pre-reform gap % gap closed

Access to open-ended contracts

Any open-ended First spell ~ +6.4 pp 7.3 pp 87%

Regular open-ended  First spell ~ +4.0 pp 7.2 pp 56%
Employment duration

Days worked First spell  +8.2 days 20.6 days 40%

Days worked First year ~ +7.1 days 25.9 days 27%
Employment stability (spell > 6 months)

Prob. spell > 6m First spell  41.95 pp 6.1 pp 32%

Prob. spell > 6m First year ~ +1.76 pp 8.2 pp 21%
Earnings (log contribution base)

Earnings First spell ~€156 €1,116 14%

Earnings First year ~€219 €1,565 14%

All estimates refer to the differential effect Bl (Postx Treated). Percentage gap closed = estimate / pre-reform gap
between control and treated provinces.
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Robustness Checks

None of our robustness checks alter the results significantly

» Coarsened Exact Matching (CEM): matching on gender, immigrant status, education, age and
month of entry

» Estimates on subsamples for each level of education
» Contribution group as proxy for education
» Non-linear effects: comparing top vs. bottom terciles of Excess,

» Non-mobile workers: restricting to those whose first job is in their province of birth
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. . . RESULTS
Duration of New Contracts — Descriptive

Average duration of entrants’ contracts by type (2014-2023).

Total effect of the reform

» Average duration of regular open-ended
contracts fell by ~100 days after the reform

» Average duration of intermittent
open-ended contracts fell by ~50 days
—— ~—— » Unchanged distribution of causes: voluntary
/\_/\—— quits remain ~60% of separations — but
o m m o wm om om R R———

Days of employment n fist

Contract type — Inermitlnt oper-ended — Overallaverage —Rogula oponvended — Tomporary
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DiD by Contract Type - Descriptive

Differential effect on days worked in the first spell by contract type

(1) (2) 3) » Regular open-ended contracts last 34.7
Regular OE  Interm. OE  Temporary days less in treated vs. control provinces
after the reform
Postx Treated =~ —34.655%*** 0.047 1.078
(5.266) (10.642) (2.055) » No significant effect for intermittent
open-ended or temporary contracts
Controls / FE v v 4 » The +8.2 days in Results Il reflects a
N 29,688 10,545 123,005 composition effect: new regular OE
Adj. R2 0.012 0.017 0.007 contracts are shorter than before the
reform, but longer than temporary
Notes: OLS DiD estimates. Each column restricts the sample to contracts — and more workers now hold
workers whose first contract is of that type: regular open-ended (1), them

intermittent open-ended (2), temporary (3). Individual controls,
employment trends, province and cohort FE. Robust SEs clustered by
province. *** p < 0.01, ** p < 0.05, * p < 0.10.
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Hazard Rates and Survival Functions

Differential impact of the labor reform on job hazard rates

1) 2
Hazard Hazard

Post x Treated 0.010 0.040
(0.028)  (0.031)
X Interm. open-ended 0.092
(0.099)
X Regular open-ended 0.249%**
(0.065)
Controls / dur. poly. / FE v v
Observations 805,547 805,547
Pseudo-R? 0.119 0.157

Notes: DiD estimates from discrete-time duration logit
models (Jenkins 1995). Coefficients in log-odds:
differential effect on job hazard rates between provinces
with higher vs. lower prior exposure. Col. (2) allows the
effect to vary by initial contract type. Individual and
macroeconomic controls, duration polynomial, province
and cohort FE. Robust SEs clustered by province. ***
p < 0.01, ** p <0.05, * p<0.10. Ref. category:
open-ended.
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» Aggregate hazard: unchanged (col. 1) — overall
turnover is essentially the same before and after the
reform

» By contract type (col. 2): exit rate rises significantly
for regular open-ended contracts (40.249); no
change for temporary or intermittent

» Survival of regular OE: falls from ~75% to below
60% at 12 months in treated provinces

Mechanism

Turnover did not fall — it shifted onto formally
permanent jobs. The reform relabelled instability rather
than eliminating it.

FEDEA Workshop, 9 June 2026

20 / 21



:
Conclusions

1. Overhaul in hiring: the reform eliminated ~87% of the pre-reform gap in the access to
open-ended contracts — uniform effects across education levels

2. Modest impact on earnings and duration: differential gains close only 40% (duration), 32%
(stability) and 14% (earnings) of their pre-reform gaps.

3. Mechanism: new regular open-ended contracts are much shorter (—100 days) — especially in

treated provinces.

Policy: legal limits on temporary hiring are necessary but not sufficient. A need for mechanisms
that oblige firms to internalize the social cost of churning — e.g. a bonus-malus linking social
security contributions to excess churning at the firm-level.
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Appendix

Additional figures for reference



Adult vs. Youth Temporary Employment (2005-2024)

Source: Spanish Labour Force Survey (EPA). Youth: workers aged <30.
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Annual Entry Cohort Sizes (2014-2023)

Source: MCVL. Private-sector salaried entrants under age 30, first registration 2014—2023.
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APPENDIX

Access to Regular Open-ended Contracts

Event Study

Differential effect by quarter (base: 2021Q3). Log-odds from logit model. 95% confidence intervals.
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Survival Functions: Regular Open-ended Contracts

Predicted survival probabilities in treated provinces before and after the reform. Discrete-time duration model
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Distribution of Employment Days (First Spell)

Empirical distribution of days worked in first spell, by treatment group, pre- and post-reform.
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Trends in Access to Open-ended Contracts by Education Level

Pre-reform trends in access to open-ended contracts for treatment and control groups, by education level.
Source: MCVL.
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Exposure Predicts the Change in Access (Absolute)

Absolute change in access to regular open-ended contracts vs. pre-reform Excess,, by education group.
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Evolution of Entry Contract Type

Share of each contract type among young labor market entrants, 2014—2023. Source: MCVL.
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