
WORK ING  PAPER  SER I E S

NO 893  /  MAY  2008

STICKY WAGES

EVIDENCE FROM  

QUARTERLY  

MICROECONOMIC DATA

by Thomas Heckel, Hervé Le Bihan 

and Jérémi Montornès

WAGE DYNAMICS
NETWORK



WORKING  PAPER  SER IES

NO 893  /  MAY  2008

STICKY WAGES 

EVIDENCE FROM

QUARTERLY

MICROECONOMIC DATA 1

by Thomas Heckel 2, Hervé Le Bihan 3 

and Jérémi Montornès 4

This paper can be downloaded without charge from

http://www.ecb.int or from the Social Science Research Network

electronic library at http://ssrn.com/abstract_id=1120746.

1   This paper was prepared in the context of the Eurosystem Wage Dynamics Network. The views expressed in this paper do not necessarily  

reflect the opinion of the Banque de France. Excellent research assistance by Laurent Baudry and Sylvie Tarrieu is gratefully

acknowledged. We thank an anonymous referee of the ECB working paper series, Alex Cukierman, Erwan Gautier,

Sébastien Roux, Patrick Sevestre and many colleagues within the WDN, as well as participants to seminars at

the Banque de France, the ECB, the University of Cergy for their comments and suggestions.

e-mail: thomas.heckel@ensae.org

3   Banque de France, Direction de la Recherche, DGEI-DIR-Rec.n 41-1391, 31 rue Croix-des-petits-champs, 

75049 Paris Cedex 01, France; e-mail: herve.lebihan@banque-france.fr 

4   Banque de France, Direction de la Recherche, 31 rue Croix-des-petits-champs, 

75049 Paris Cedex 01, France; e-mail: jeremi.montornes@banque-france.fr

In 2008 all ECB 
publications 

feature a motif 
taken from the 

10 banknote.

WAGE DYNAMICS

NETWORK

2   BNP Paribas Asset Management, 5 avenue Kleber, 75016 Paris, France; 



© European Central Bank, 2008

Address 
Kaiserstrasse 29 

60311 Frankfurt am Main, Germany 

Postal address 
Postfach 16 03 19 

60066 Frankfurt am Main, Germany 

Telephone 
+49 69 1344 0 

Website 
http://www.ecb.europa.eu

Fax 
+49 69 1344 6000 

All rights reserved. 

Any reproduction, publication and 

reprint in the form of a different 

publication, whether printed or 

produced electronically, in whole or in 

part, is permitted only with the explicit 

written authorisation of the ECB or the 

author(s). 

The views expressed in this paper do not 

necessarily refl ect those of the European 

Central Bank.

The statement of purpose for the ECB 

Working Paper Series is available 

from the ECB website, http://www.ecb.

europa.eu/pub/scientifi c/wps/date/html/

index.en.html

ISSN 1561-0810 (print) 

ISSN 1725-2806 (online)

Wage Dynamics Network 
 

This paper contains research conducted within the Wage Dynamics Network (WDN). The WDN is a 

research network consisting of economists from the European Central Bank (ECB) and the national central 

banks (NCBs) of the EU countries. The WDN aims at studying in depth the features and sources of wage 

and labour cost dynamics and their implications for monetary policy. The specific objectives of the network 

are: i) identifying the sources and features of wage and labour cost dynamics that are most relevant for 

monetary policy and ii) clarifying the relationship between wages, labour costs and prices both at the firm 

and macro-economic level.  

 

The WDN is chaired by Frank Smets (ECB). Giuseppe Bertola (Università di Torino) and Julian Messina 

(Universitat de Girona) act as external consultants and Ana Lamo (ECB) as Secretary. 

 

The refereeing process of this paper has been co-ordinated by a team composed of Gabriel Fagan (ECB, 

chairperson), Philip Vermeulen (ECB), Giuseppe Bertola, Julian Messina, Jan Babecký (CNB), Hervé Le 

Bihan (Banque de France) and Thomas Mathä (Banque centrale du Luxembourg). 

 

The paper is released in order to make the results of WDN research generally available, in preliminary 

form, to encourage comments and suggestions prior to final publication. The views expressed in the paper 

are the author’s own and do not necessarily reflect those of the ESCB. 



3
ECB

Working Paper Series No 893
May 2008

CONTENTS

Abstract 4

Non-technical summary 5

1 Introduction 7

2 Wage stickness: macroeconomic issues 8

2.1 Models of nominal wage rigidity 8

2.2 Monetary policy issue 9

3 Wage setting: the French context 11

4 The data 13

5 Main features of base wage sickness 16

5.1 The frequency of wage adjustement 16

5.2 The distribution of wage changes and 

downward nominal rigidity 19

5.3 Staggering and synchronization 20

5.4 Evidence on Taylor-like contracts 21

6 Econometric evidence 23

6.1 An empirical model of wage changes 24

6.2 Results: the possibility of a wage change 29

6.3 Results: the size of wage changes 31

7 Conclusion 33

8 References 35

9 Appendices 39

9.1 Appendix 1 Alternative indicators of 

synchronization 39

9.2 Appendix 2 Likelihood for the

two-threshold Tobit model 39

Tables and fi gures 42

European Central Bank Working Paper Series 53



4
ECB
Working Paper Series No 893
May 2008



5
ECB

Working Paper Series No 893
May 2008



6
ECB
Working Paper Series No 893
May 2008



7
ECB

Working Paper Series No 893
May 2008



8
ECB
Working Paper Series No 893
May 2008



9
ECB

Working Paper Series No 893
May 2008



10
ECB
Working Paper Series No 893
May 2008



11
ECB

Working Paper Series No 893
May 2008



12
ECB
Working Paper Series No 893
May 2008



13
ECB

Working Paper Series No 893
May 2008



14
ECB
Working Paper Series No 893
May 2008



15
ECB

Working Paper Series No 893
May 2008



16
ECB
Working Paper Series No 893
May 2008



17
ECB

Working Paper Series No 893
May 2008



18
ECB
Working Paper Series No 893
May 2008



19
ECB

Working Paper Series No 893
May 2008



20
ECB
Working Paper Series No 893
May 2008



21
ECB

Working Paper Series No 893
May 2008



22
ECB
Working Paper Series No 893
May 2008



23
ECB

Working Paper Series No 893
May 2008



24
ECB
Working Paper Series No 893
May 2008



25
ECB

Working Paper Series No 893
May 2008



26
ECB
Working Paper Series No 893
May 2008



27
ECB

Working Paper Series No 893
May 2008



28
ECB
Working Paper Series No 893
May 2008



29
ECB

Working Paper Series No 893
May 2008



30
ECB
Working Paper Series No 893
May 2008



31
ECB

Working Paper Series No 893
May 2008



32
ECB
Working Paper Series No 893
May 2008



33
ECB

Working Paper Series No 893
May 2008



34
ECB
Working Paper Series No 893
May 2008



35
ECB

Working Paper Series No 893
May 2008



36
ECB
Working Paper Series No 893
May 2008



37
ECB

Working Paper Series No 893
May 2008



38
ECB
Working Paper Series No 893
May 2008



39
ECB

Working Paper Series No 893
May 2008



40
ECB
Working Paper Series No 893
May 2008



41
ECB

Working Paper Series No 893
May 2008



42
ECB
Working Paper Series No 893
May 2008

Table 1: Frequency of Wage Change

Mean 

frequency

Number of 

observations

Total 0.38 3 738 251

Manufacturing 0.41 1 566 466

Construction 0.38 291 544

Services 0.36 1 880 241

Manual workers 0.40 917 588

Clerical workers 0.37 1 000 164

Intermediate occupations 0.39 895 318

Managers 0.37 925 181

 0 to 19 employees 0.37 488 333

20 to 49 employees 0.35 583 915

50 to 149 employees 0.35 1 274 658

150 to 499 employees 0.37 1 065 966

more than 500 employees 0.42 325 379
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Figure 1: Distribution of wage spells durations 
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Figure 5 : Distribution of the number of employee categories with wage changes
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