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Abstrat

Unemployment varies a lot aross spae and time. Can attitudes towards work explain

some of these di�erenes? We study job searh durations along the Swiss language bor-

der, whih is geographially very sharp and divides German-speaking from "Latin"-speaking

regions. Despite similar loal labor markets and idential institutions, job seekers on the

"Latin"-speaking side need about seven weeks longer (or 20 perent) to �nd a new job. To

understand the role of work attitudes and worker sorting aross regions, we set up a job

searh model with ostly regional mobility. Our model predits (i) longer unemployment

durations and (ii) higher mobility in the region with less strong work attitudes. We provide

empirial evidene in line with these preditions. Our most onservative estimates suggest

that di�erenes in work attitudes generate di�erenes in unemployment durations that are

as important as large hanges in unemployment bene�ts.
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1 Introdution

Unemployment varies a lot over time and aross spae in ways that are not explained by laws

or markets. OECD (2005) douments strong di�erenes in unemployment aross ountries even

when di�erenes in institutions have been aounted for. Similarly, di�erent regions within

the same ountry often experiene large di�erenes in unemployment despite faing the same

institutions. The view that unemployment only follows inentives and markets is probably too

narrow.

Soial sientists and some evolutionary biologists argue that ulture � the set of beliefs,

norms, and preferenes shared aross soial groups � is an important determinant of behavior.

De Toqueville et al. (1966) was fasinated by the di�erenes between the United States of

Ameria and Frane and Britain in terms of the ore values that shape the ways demoraies

work. More reently, Boyd and Riherson (1985) disuss the proess of ultural evolution. Also

eonomists have argued that ulture might a�et employment (Akerlof, 1980; Lindbek and

Nyberg, 2006). Yet little is known whether suh ultural di�erenes are quantitatively important

for explaining unemployment. This is due to a key empirial hallenge. Culture often o-evolves

with laws and institutions (Bénabou and Tirole, 2006). Hene isolating the diret e�ets of

ulture from its indiret e�ets via laws and institutions is hallenging.

This paper studies the e�et of ulture on unemployment by omparing job searh behavior

aross language regions in Switzerland. Swiss language areas are assoiated with spei� ultural

traits. Language areas are divided by a sharp geographial border: the Roesti border. The

Roesti border � referring to a popular German-Swiss way of preparing potatoes, Roesti � has

beome a metaphor for the general ultural divide within the ountry. The diret-demorati

politial system of Switzerland repeatedly reveals strong di�erenes in politial attitudes and

preferenes in national referenda. These di�erenes are partiularly striking in votes relating to

work-time regulations: Frenh or Italian (Latin)-speakers are onsistently more supportive in

votes demanding less weekly working hours, longer vaations, or less restritive early retirement

rules. Di�erenes in values and work preferenes beome also very lear from survey data. In

a 1997 survey, 78 % of people living in the German-speaking part of Switzerland state that "I

would work even if I did not need the money", yet only 50 % of Frenh or Italian speaking survey

respondents agree with this statement.

To understand how ulture might a�et unemployment, our empirial analysis studies dif-

ferenes in unemployment durations at the Roesti border. Two features of this border are of

partiular interest in the present ontext: First, the dominant language spoken in a muniipality

hanges sharply at the Roesti border. Within a geographial distane of 5 kilometers, the fra-

tion of Latin native speakers falls from more than 80 perent to less than 20 perent (and vie

versa, for German native speakers). Seond, important segments of the language border do not

oinide with antonal (state) borders. Therefore, the language-border onstrast within antons

holds laws and institutions onstant, while exploiting di�erenes in ulture. The Roesti border

represents an empirial design that addresses a key empirial hallenge in studying the role of

1



ulture.

Our empirial analysis uses data overing the universe of individuals entering unemployment

over the period 1998-2003 in Switzerland. We fous on Swiss men in the age group 25-60

living within 50 kilometers of the language border. This provides us with more than 60,000

unemployment spells. A nie feature of this data set is that is provides information on how a

new job was found: (i) through one's own initiative or (ii) through plaement via the loal labor

o�e. This information is helpful for understanding the relative importane of individual searh

e�ort as a determinant of observed unemployment di�erenes at the language border.

Our desriptive analysis of the Roesti border highlights three interesting �ndings. First, there

is a robust di�erene in unemployment durations at the language border. Individuals living in

Latin-speaking border ommunities leave unemployment seven weeks later than individuals living

in German-speaking ommunities. This amounts to a 20-perent gap in the average duration of

unemployment. Seond, attitudes towards work hange sharply at the Roesti border. Support for

work-time regulations in national referenda is onsistently higher among residents on the Latin-

speaking side. Di�erenes in voting outomes are often strikingly large, not only on average,

but also at the language border, indiating a strong disontinuity in work norms, values and

preferenes at the Roesti border. This is further supported by survey evidene suggesting that

Latin-speaking individuals are muh less likely to think that hard work leads to suess, and muh

more likely to think that external fores shape what happens in your life. Third, di�erenes

in (i) work-fore omposition (and muniipality harateristis), (ii) labor markets, and (iii)

labor market poliies annot aount for the gap in unemployment durations. While there

are ompositional hanges at the border, the imbalanes are small and ontrolling for them

tends to amplify the gap in unemployment durations. Labor markets are very similar at the

language border: Firms in Latin-speaking ommunities are equally likely as �rms in German-

speaking ones to employ a worker from the other language region; and the vaany-employment

ratio is slightly higher on the Latin-speaking side, indiating slightly better hanes to �nd job

there. With respet to ative labor market poliies, there are di�erenes in the way regional

employment o�es implement these poliies, but these di�erenes are too small to aount for

the unemployment gap. We onlude that omposition, markets, and poliies do not provide

�rst-order explanations for observed di�erenes in unemployment durations at the Roesti border.

While observable harateristis do not explain observed outomes, the results may still

be driven by unobserved heterogeneity. To understand the potential e�ets of worker sorting,

we present a job-searh model with ostly regional mobility and heterogenous types. Regional

di�erenes are aptured by di�erenes in the distribution of types (whih di�er aording to

their searh-e�ieny) and by a (�xed) psyhi ost of unemployment. The model generates two

testable preditions. First, individuals born into the region L � the region with (on average)

less e�ient job searhers and the lower psyhi ost of unemployment � are more likely to move

to the other region G than individuals born into region G (high-psyhi ost region with more

e�ient job searhers). Seond, individuals born into region G (L) who stay in region G (L)

have shorter (longer) unemployment durations than those who move to region L (G).
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To shed light on these empirial preditions, we exploit information on workers' region of

residene (= region of job searh), region of birth (= workers' native language), and workers'

mobility behavior. Consistent with the preditions of the model, we �nd that workers living

(and searhing) on the Latin-speaking side of the language border are signi�antly more mobile

than workers living (and searhing) on the German-speaking side of the border. Moreover,

unemployment durations both by German-speaking and Latin-speaking workers are signi�antly

higher when they live (and searh) on the Latin-speaking side of the border. While di�erenes

in harateristis, markets, or poliies at the language border are too small to aount for these

outomes, they are perfetly onsistent with an explanation based on di�erenes in ulture.

This paper is related to a rapidly expanding literature on the role of ulture in various labor

market outomes. Alesina et al. (2006) investigate why Amerians work so muh more than

Europeans. They argue that European labor market regulations in�uened leisure patterns and

reated a "leisure ulture" through a soial multiplier (the returns to leisure are higher when

more people take longer vaations). A model based on suh omplementarities in leisure performs

better in explaining US-European di�erenes in working hours than a model based on di�erenes

in taxation (Presott, 2004). Fernández and Fogli (2006) and Fernández and Fogli (2009) �nd

that the ountry of heritage signi�antly a�ets the work (and fertility) behavior of married

seond-generation immigrant women. This is onsistent with the hypothesis that the ulture of

the ountry of origin a�ets urrent eonomi outomes. Fernández (2007) shows that attitudes

in the ountry of anestry towards women's market work and housework have explanatory power

for urrent labor market partiipation. Algan and Cahu (2007) and Alesina and Giuliano (2010)

investigate the partiular role of �family ulture� in labor market outomes. These studies �nd

that strong family ties redue labor fore partiipation. Ihino and Maggi (2000) study ultural

di�erenes in the propensity to shirk (absenteeism and misondut) using data from a large Italian

bank. A further related strand of the literature has foused on the emergene of and support

for labor market institutions suh as the unemployment insurane system. Algan and Cahu

(2009) argue that ultural di�erenes an explain why some ountries implement di�erent mixes

of employment protetion and unemployment insurane. Lindbek et al. (2003) and Lindbek

and Nyberg (2006) onsider the dynamis of work ethis and how these dynamis interat with

the evolution of welfare state provisions.

1

This paper ontributes to the literature in at least three respets. First, it uses an interesting

and novel empirial design to provide evidene on the role of ulture for unemployment outomes.

1

Three further strands of the literature are related. First, a theoretial strand onsiders the transmission of

ultural values from parents to hildren. See, for example, Bisin and Verdier (2000, 2001), and Bisin et al. (2004)

on marriage and religion, Hauk and Saez-Marti (2002) on orruption, Doepke and Zilibotti (2008) on lass-spei�

preferenes and the industrial revolution. Seond, other studies have looked at the role of ulture in explaining

the demand for redistribution (Alesina and Fuhs-Shundeln, 2007), eonomi performane (Tabellini, 2010), or

trade (Guiso et al., 2009), and horizontal spillovers in unemployment outomes (Clark, 2003; Stutzer and Lalive,

2004; Kolm, 2005). (Eugster et al., 2011) also show that there is a sizeable gap in demand for redistribution at

the language border between regions of Switzerland. Eugster and Parhet (2014) study tax setting in the Roesti

border ontext. The third strand argues that eonomi institutions may shape important elements of a group's

ulture. See Maystre et al. (2014) for a reent study of the e�et of trade on ultural diversity and Bowles (1998)

for a survey on the e�ets of markets on preferenes.
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Limiting the empirial analysis to a narrowly de�ned geographi area helps separating the ultural

omponent of unemployment from other relevant explanations for di�erenes in unemployment.

Seond, this setting allows us to go beyond the existing state-of-the-art approah that relies

on studying seond or third generation immigrants in a similar ontext. This epidemiologial

approah to studying ulture an get at the individual omponents of ulture (beliefs, values)

but misses out on the soial aspet of ulture (soial norms, et.). The language border ontrast

allows seeing both elements. Third, we explore the sorting by heterogenous workers aross

ulturally di�erent regions in a simple theoretial framework. The model generates di�erenes

in job searh and mobility behavior onsistent with empirial evidene.

The outline of the paper is as follows. Setion 2 provides the bakground both on languages

spoken in Switzerland and the institutions and poliies shaping labor markets. Setion 3 disusses

the main datasets used in our empirial analysis. Setion 4 provides a desriptive analysis of job

searh, ulture, and other determinants of job searh at the Roesti border. Setion 5 develops

the model, and setion 6 presents our empirial strategy. Setion 7 presents our main results,

in partiular how unemployment duration and job mobility are driven by ulture and other

ompeting explanations. Setion 8 onludes.

2 Bakground

This setion disusses language regions and poliies a�eting unemployment in Switzerland.

2.1 Languages

Switzerland has four o�ial languages. German is spoken by 63.7 perent of the population,

Frenh by 20.4 perent, Italian by 6.5 perent, and Romansh by 0.5 perent (Lüdi et al., 2005).

Three antons � Valais, Fribourg, and Berne � are bilingual (Frenh, German); one anton �

Graubuenden � is o�ially trilingual (German, Romansh, Italian). The remaining antons are

unilingual, with seventeen German-speaking and four Frenh-speaking. Multilingual antons

exist for historial reasons. The border of the anton Valais traes the anient border of the

Roman-atholi dioese of Sion. The border of the antons Fribourg and Berne trae the ter-

ritories aquired by their apitals in the Middle Ages. The border of the anton Graubuenden

traes the borders of the anient Roman provine of Rhaetia.

In what follows, we group the various regions of the ountry into two main language areas,

German-speaking and �Latin�-speaking (Frenh, Italian, Romansh). We disuss below that these

two broad regions feature quite strong di�erenes in norms and values, inluding preferenes

for and attitudes towards work. Figure 1 displays a map of Switzerland where eah of the

roughly 2,600 Swiss muniipalities is shaded aording to the language spoken by a majority

of its residents as in the 2000 ensus. Light-shaded areas indiate a majority of German native

speakers in the muniipality. Dark-shaded areas indiate a majority of native speakers of Frenh,

Italian, or Romansh. Dark lines separate the 26 Swiss antons. For our analysis it will be ruial

that important parts of the language border are within (bilingual) antons. This implies that
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Figure 1: Language regions in Switzerland

Notes: Dark-shaded areas indiate a majority of Latin-speakers (Frenh in the

West, Italian in the South and Romansh in the East). Light-shaded areas indiate

a majority of German-speaker. Dark (white) lines indiate anton (muniipality)

borders. Soure: Census 2000, Federal Statistial O�e (FSO), Neuhâtel.

many individuals are exposed to the same poliies and institutions, but live in di�erent language

areas and are exposed to di�erent ultures. We also note that, for the most part, the language

border is not a geographial barrier. The largest segment of the language border runs from North

to South while the main geographial barrier, the Alps, is in East-West diretion.

Figure 2 shows the perentage of Latin-speaking Swiss residents by distane to the language

border. We de�ne distane to the border as the driving distane in kilometers to get from a

muniipality to the language border. Distane is de�ned as zero for muniipalities loated exatly

on the Latin-speaking side of the language border (whose nearest neighboring muniipality is

German speaking). To re�et both distane and language region, we ode the distane measure

negatively for muniipalities in the German-speaking region and positively for the Latin-speaking

region. The �gure learly demonstrates that the Roesti border is a sharp language barrier. At

the border, there is a sharp jump from about 22 perent Latin-speakers on the German language

area to more than 85 perent on the Latin-dominated side, a hange whih ours within a

distane of 5 (!) km. We onlude that the language border delineates the two regions very

sharply.

Even though Switzerland is a multilingual ountry, eduation poliy aims to enhane inte-

gration. Children learn to speak one of the other o�ial languages as their �rst foreign language

latest from grade 5 or 6 onwards. Children in the German-speaking region learn Frenh as their

�rst foreign language, while hildren in the Frenh-speaking region learn German as their �rst

foreign language. Children in the Italian region hoose between Frenh or German. This trans-

lates into good ommand of the languages spoken in other parts of the ountry. Around 73

perent of Swiss residents of the Frenh speaking region of Switzerland and 92 perent of Swiss
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Figure 2: Perentage Latin-speakers (Frenh, Italian or Romansh), by distane to

language border
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Notes: negative=German-speaking part; positive=Frenh-/Italian-

speaking part. Soure: Swiss Census 2000, Federal Statistial O�e

(FSO), Neuhâtel. Distanes from searh.h.

residents in the German speaking regions speak a seond language of the ountry (Werlen et al.,

2011).

2.2 Poliies

The ruling onstitution gives antons onsiderable disretion in politial deision making (i.e. in

taxation, eduation, et.) leading to a situation where legal rules di�er strongly aross antons.

However, this is not the ase for labor legislation in general and unemployment insurane in

partiular. These poliies are determined at the federal level. Unemployment bene�t rules are

relatively generous. Maximum bene�t duration is 2 years, and the marginal replaement rate is

70 perent or 80 perent of previous earnings, depending on the presene of dependent family

members and previous inome. Job seekers are entitled to bene�ts if they had paid unemployment

insurane ontributions for at least six months in the two years prior to registering at the publi

employment servie (PES) and if they are able to work.

2

Entitlement riteria to unemployment

bene�ts also inlude ompliane with job-searh requirements and partiipation in ative labor

market programs. Potential job o�ers stem from the publi vaany information system of the

PES, private temporary help �rms, or the job seeker's own pool of potential jobs. Non-ompliane

with any of these obligations is santioned by omplete withdrawal of bene�ts for a period that

an last up to 30 work days (see Lalive et al. 2005 for details on the Swiss santion system).

2

A 2003 reform redued maximum bene�t duration to 1.5 years for job seekers who are younger than 55 years,

or job seekers who had ontributed less than 12 out of the previous 24 months. Maximum bene�t duration was

kept unhanged for job seekers who had ontributed to unemployment insurane for 12 months and were older

than 55 years.
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This means that di�erenes in bene�t duration and level annot explain di�erenes in regional

unemployment. However, sine regions have an important role in implementing ounseling and

monitoring praties, these an potentially ontribute to regional di�erenes in unemployment

(Lalive et al., 2005; Ger�n and Lehner, 2002; Frölih and Lehner, 2004).

Eduation poliy is important in shaping labor supply beause it determines the level of skill

of the work fore. While shool systems and shool urriula vary onsiderably aross antons,

they are homogeneous within antons. Muniipalities have to adopt the antonal urriulum, they

have however signi�ant sope of ation in the hiring of teahers as well as in the infrastruture

provided. Beause muniipalities are also responsible for the �naning of primary shools, the

shool quality is likely to depend on muniipal budget, whih is determined by the level of taxation

and the distribution of inomes. Muniipal inome and wealth tax rates are also likely to in�uene

labor supply diretly. First, they in�uene the net wage reeived from work. Seond, they are a

key parameter of residential loation for both individuals and �rms. Eugster and Parhet (2014)

show signi�ant di�erenes in tax rates aross language regions, but no disontinuity in tax rates

and muniipal inome distribution at the language border.

3 Data

Our main data soure are unemployment register data from the years 1998-2003, olleted by the

loal publi employment servies. A job seeker is inluded in this data as soon as she �les a laim

for unemployment bene�ts, and the ase worker enters this laim into the so-alled AVAM/ASAL

system of the ministry of labor. This system registers the date the laim starts as well as a wealth

of information on the individual. Job seekers then see the aseworker on a regular basis and any

new information is updated in the system. A job seeker leaves the database either when she

�nds a new job or for "unknown reasons" (does not show up any more; has moved to a di�erent

region; or has exhausted unemployment bene�ts).

Our unemployment in�ow analysis is based on Swiss men aged 25-60. We exlude women

beause both di�erenes in work ulture and family ulture may a�et female labor supply

(Steinhauer, 2013). The lower age bound ensures that an unemployed worker in our sample

has (mostly) �nished eduation. The upper bound exludes unemployment spells that �ow

diretly into early retirement. We also restrit attention to people who are registered as full-time

unemployed and who are entitled to unemployment bene�ts. This seletion does not ritially

lower the number of unemployment spells but ensures a homogeneous sample. We limit the data

to individuals living within a 50 km distane to the language border.

The data ontain information on job seekers' soio-eonomi bakground as well as informa-

tion on the muniipality of residene. We supplement these data with information on the soio-

demographi struture of the muniipality of residene, labor demand variables, and variables

desribing loal labor market poliies. Individual ontrols inlude soio-eonomi harateristis

as reported in the AVAM/ASAL data base as well as information on previous employment: age,

marital status, number of dependent family members, willingness to ommute or move, edua-

7



tion, quali�ation, the setor of previous employment (agriulture, manufaturing, onstrution,

servies, tourism, other), previous insured earnings, and the assessment of the aseworker w.r.t.

the ease of �nding a suitable job. Muniipality ontrols are taken from the Swiss population

ensus 2000 and inlude the struture of population/employment by 5-year age groups, �ve ed-

uation groups, and three setors as well as the perentage of men and immigrants living in the

respetive muniipality, the total number of inhabitants, and whether the muniipality belongs

to an agglomeration area or not. Labor demand ontrols are measured at the muniipality level

and inlude the number of vaanies posted from January to June 2000 per employed resident in

the working age population, the 1998 number of jobs, the 1998-2001 hanges in both the number

of jobs and the number of �rms, and the median wage of eah muniipality. This information is

based on the Swiss �rm ensuses 1998 and 2001 and on the Swiss Labor Fore Surveys 1991�2008.

4 The Roesti border: unemployment and ultural di�erenes

We proeed by providing �rst desriptive evidene on di�erenes in unemployment durations at

the Roesti border. We then show that the Roesti border is a ultural border that is partiularly

striking with respet to norms, values and attitudes towards work (and work regualtions). We

also disuss whether the Roesti border is assoiated with a hange in other dimensions that

are potentially important in explaining unemployment durations, suh as the harateristis of

residents (and muniipalities), indiators of labor markets, and the implementation of labor

market poliies.

4.1 Unemployment durations

Let us take a �rst look on how average durations of unemployment hange at the language border.

Figure 3 plots average weeks of unemployment experiened by residents loated at di�erent

distanes from this border. Just like before, positive (negative) distanes indiate loations on

the Latin- (German-) speaking side. The Figure reveals a very lear disontinuity in average

unemployment durations at the language border. This di�erene is quantitatively large: the

average duration of unemployment on the German-speaking side is about 28 weeks and the

orresponding value on the Latin-speaking side is about 34 weeks. Note that all data points

displayed on the Latin-speaking side are above the highest data point on the German-speaking

side. Moreover, there is no strong trend by distane from the border in the German-speaking

regions, but durations inrease with distane to border on the Latin-speaking side.

Figure 3 provides some �rst desriptive evidene that Latin-side residents of the Roesti border

take muh longer to leave unemployment than German-side residents of the border. There are

at least two di�erent explanations for this �nding. One explanation holds that this di�erential is

due to di�erent work attitudes among Latin-speaking ompared to German-speaking job seekers.

Alternatively, this di�erene ould be due to di�erent omposition of the job seeker pool or

di�erenes in labor demand. We investigate the relevane of these alternative explanations

below.
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Figure 3: Average durations of unemployment, by distane to language border
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speaking part. Points show 10km averages in unemployment dura-

tion. Lines are loally weighted regression estimates (bandwidth = 0.8).

Soure: Unemployment Register 1998-2003, Federal Statistial O�e

(FSO), Neuhâtel. Distanes from searh.h.

4.2 The Roesti border as a ultural divide

The Roesti border is not merely a language border, but it has beome a metaphor for the general

ultural divide within Switzerland. Interesting evidene omes from survey data (ISSP). When

asked whether one agrees to the statement "I would enjoy a paid job even if I did not need

the money", striking di�erenes are revealed between language groups.

3

Table 1 shows that

German-speaking respondents indiate muh stronger support for this statement than Latin-

speaking respondents and the di�erenes are substantially higher in 1997 (a reession year) than

in 2005 (a boom).

Table 1: Importane of Work aross Language Groups

Year Latin German Di�erene

Enjoy a paid job even if I did not need the money

a
1997 3.26 2.60 0.65***

Enjoy a paid job even if I did not need the money

a
2005 2.58 2.26 0.32***

Notes:

a
1=strongly agree, 2="agree", 3="indi�erent", 4="disagree", 5="strongly disagree".

This table reports the average disagreement with the statement "I would enjoy a paid job even

if I did not need the money" by interview language. Soure: ISSP 1997 and 2005, own

alulations.

The Swiss politial system of diret demoray provides another way to extrat information on

how attitudes towards work di�er aross language regions. In national referenda, the population

3

The Swiss module of the International Soial Survey Programme provides information on the importane of

work (ISSP 1997 and 2005).
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Figure 4: Voting results on six referenda, by distane to language border
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f. Women's retirement age

(2002)
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Notes: negative distane=German-speaking part; positive distane=Frenh-/Italian-speaking part. This

�gure reports perentage of yes votes in national referenda or voter initiatives on work time regulations.

Lines are loally weighted regressions (bandwidth = 0.8). Soure: data from Federal Statistial O�e

(FSO), Neuhâtel. Distanes from searh.h.

votes regularly about all kinds of issues.

4

Here we fous on referenda where voters revealed

their preferenes in votes onerning work-time regulations. Sine 1980, three referenda on laws

regulating weekly or yearly working time were held at the national level. In 1985, Swiss itizens

voted on a proposal whether to guarantee at least 4 weeks of paid vaation to everyone, and 5

weeks to anyone aged 40 years or older; in 1988 whether to redue regular weekly working time to

40 hours; and in 2002 whether to redue weekly working time to 36 hours. Moreover, there were

three referenda related to lifetime work: in 1988, the population voted on whether to redue the

statutory retirement age from 65 to 62 for men and from 62 to 60 for women; in 2000 whether to

make early retirement more attrative to all workers; and in 2000 whether to leave the statutory

retirement age for women at age 62 (rather than inreasing it to age 65).

Figure 4 uses information on voting results at the muniipality level by distane to the

language border. Panel a)-) shows the proportion favoring the working-time regulations for the

"intensive margin". These graphs tell a onsistent story: voters on the Latin-speaking side of

the language border are onsistently more in favor of work-time redutions than voters on the

German-speaking side and there is a large disontinuity at the border. The piture is very similar

4

Voter initiatives are a ruial part of the Swiss politial system. Voter initiatives are proposals to modify the

onstitution. Voters are alled to vote on an initiative one 100,000 Swiss itizens sign a doument asking that

the proposal be deided in a voter initiative. Muniipal data on voter initiatives are available in eletroni form

sine 1980.
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Table 2: Cultural Determinants of Job Searh

(1) (2) (3) (4) (5) (6)
Question Number of

Mean answer

�

Coe�ient

observations Latin German Di�erene on Latin

�

A. Soial and Family Networks

(1) Number of weak ties (neighbors and olleagues)

a
: SHP 1999-2008

16,486 9.553 11.638 −2.085∗∗∗ −1.768∗∗∗

(0.149) (0.167) (0.223) (0.605)

(2)

Family ties (values from 3-8, higher values mean weaker ties)

b
: WVS 1996

1,012 3.596 3.988 −0.392∗∗∗ −0.366∗∗∗

(0.038) (0.045) (0.059) (0.067)

B. Beliefs

(1) Freedom of hoie and ontrol over the way your life turns out (values

from 1-10, higher values mean more freedom of hoie): WVS 1996

1,190 6.833 7.475 −0.642∗∗∗ −0.627∗∗∗

(0.087) (0.076) (0.116) (0.130)

(2) Suess is due to hard work (1) vs a matter of luk and onnetions (10):

WVS 1996

1,150 5.028 3.898 1.130∗∗∗ 1.131∗∗∗

(0.126) (0.105) (0.164) (0.181)

C. Religion

(1) Religion (perentage Catholis in muniipality): Swiss Census 2000

1,260 53.007 34.659 18.348∗∗∗ 10.416∗∗∗

(31.195) (30.051) (1.734) (2.864)

Notes: Standard errors in parentheses.

∗ p < 0.10, ∗∗ p < 0.05, ∗∗∗ p < 0.01. �

Table entries are the mean response in the sale from 1 to 10 for items (4) and (5).

�

Estimate on Latin oe�ient in regression of response to survey item on age, sex,

eduation (low, medium, high) for VWS items. Separation into language regions by

ethniity, German = Swiss German, Latin = Swiss Frenh/Italian. Only data within

50km from the language border used.

a
See Eugster et. al. (2011) for details on the

onstrution of the number of weak ties.

b
See Alesina and Guiliano (2010) for details

on the onstrution of family ties. Soure: Swiss Household Panel (SHP) arried out

in 1999-2008 (individuals are surveyed repeatedly). Swiss Census arried out in 2000.

World Values Survey (WVS) arried out in 1996. Distanes from searh.h.

when we look at voting results onerning lifetime-work regulations in panels d)-f).

5

In sum,

the language border shows a lear and very onsistent gap in politial support for work-time

regulations.

Cultural di�erenes may a�et unemployment di�erenes not only through attitudes towards

work but also via other hannels suh as the role of the family and an individual's network. By

insuring the individual better against eonomi shoks, strong ties to the family may prolong the

duration of unemployment. In ontrast, "weak ties" (aquaintanes other than lose friends and

family members) may speed up job �nding, beause they provide aess to information from more

distant parts of the soial system (Granovetter, 1995). Survey data from the Swiss Household

Panel Survey and the World Value Survey suggest that Latin-speaking Swiss individuals have

fewer weak ties and stronger family ties. The data set reports how many olleagues and friends

an individual meets on a regular basis, whih we take as a proxy for an individual's weak ties.

6

Table 2 Panel A shows that German-speaking individuals have, on average, 11.6 neighbors

and olleagues (olumn 4), the orresponding number for Latin-speaking individuals is only

9.5 (olumn 3). The gap redues to 1.7 within bilingual antons (olumn 6), but it remains

5

Eugster et al. (2011) also analyse the three votes regarding the retirement age.

6

See Voorpostel et al. (2012) for a desription of the Swiss Household Panel Survey.
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signi�antly di�erent from zero.

7

The seond item in Panel A Table 2 looks at di�erenes in the

strength of family ties among Latin- and German-speaking individuals in Switzerland using data

from the World Value Survey 1996. The indiator of the strength of family ties is based on three

items that apture the strength of family ties in the World Values Survey. We follow Alesina and

Giuliano (2010) in onstruting a omposite index by summing up the responses on this item.

The omposite indiator takes on values between 3 and 8, with 3 indiating the strongest family

ties, and 8 indiating weak family ties.

Panel B of Table 2 provides omplementary evidene for Switzerland from the World Value

Survey on values and beliefs onerning freedom of hoie, ontrol over life, and the soures of

eonomi suess. It turns out that Latin-speakers pereive that they have less freedom of hoie

and less ontrol over their lives and they believe muh less in the idea of hard work being the

main soure of eonomi suess. Taken together, the evidene suggests strong di�erenes in

beliefs and values onerning issues that are of high importane for the motivation to searh

hard for a new job.

8

Panel C of Table 2 disusses the role of religion. As religion is unlikely to

hange over an individual's lifetime, reent work on the role of ulture has used religion as an

instrumental variable (Guiso et al., 2006). Aording to Max Weber, "protestant ethis" � the

pursuit of eonomi suess as a duty � a higher (lower) prevalene of individuals with Protestant

(Catholi) onfession may determine attitudes towards work and higher e�orts when searhing for

a new job. The evidene in Table 2, based on data from the Swiss Census 2000, indeed indiates

a signi�antly higher fration of Catholis in the muniipalities in Latin-speaking regions.

The above disussion provides a onsistent piture. Both survey evidene and evidene on

voting results support the idea of substantial di�erenes in attitudes towards work between

Latin- and German-speaking individuals. Moreover, voting results strongly suggest that there is

an abrupt hange in these attitudes at the Roesti border. We onlude that the Roesti border

separates two ultures that di�er substantially in ways that are potentially important to explain

unemployment durations.

4.3 Other disontinuities at the Roesti border?

The above disussion suggests that ulture hanges in a signi�ant way at the language border.

However, this does not neessarily mean that norms, preferenes, and attitudes towards work

drive the disontinuities in unemployment durations at the language border. There may be other

fators varying at the border, thus ontributing to the gap in unemployment durations. We �rst

disuss whether there are di�erenes in harateristis among workers in the unemployment pool.

Figure 5 shows that job seekers' pre-unemployment earnings do not show a disontinuity at the

language border. While earnings derease somewhat when approahing the border from the

7

The gap is even more pronouned among the unemployed. The German-speaking unemployed have 11.3

neighbors or former olleagues, while the Latin-speaking unemployed have on average have 8.3 neighbors or

former olleagues.

8

For instane, Caliendo et al. (2010) show that people who have an internal lous of ontrol � with a strong

belief in freedom of hoie and ontrol over their lives � searh for jobs more intensively than individuals with an

external lous of ontrol.
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Figure 5: Are pre-unemployment earnings balaned?
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Notes: negative=German-speaking part; positive=Frenh-/Italian-

speaking part. Figure shows the mean of insured pre-unemployment

earnings (logarithm). Lines are loally weighted regression estimates

(bandwidth = 0.8). Soure: Unemployment Register 1998-2003, Swiss

Census 2000, Federal Statistial O�e (FSO), Neuhâtel. Distanes from

searh.h.

German-speaking side, we do not see any jump at the border.

Table 3 provides a disontinuity analysis for a large number of bakground harateristis.

For eah variable, Table 3 reports the sample average of a partiular harateristi (olumn 1),

the mean for Latin-speaking workers (olumn 2), the mean for German-speaking workers (olumn

3), and the di�erene between the two (olumn 4). In olumn (5) we report whether the mean of

a harateristi di�ers at the language border and olumn (6) provides the orresponding analysis

for the language-border di�erene within the three bilingual antons (Berne, Fribourg, Valais).

Table 3, Panel A autions against interpreting the gap in unemployment durations being driven

solely by ulture. Many of the individual harateristis we observe are not perfetly balaned

at the Roesti border. Compositional di�erenes might also be important at the muniipality

level. Panel B provides measures of muniipalities. While setoral and gender omposition of

muniipalities does not hange at the Roesti border, there are slight imbalanes in terms of the

muniipality-population's eduation- and age struture.

The seond reason why we see di�erenes in unemployment durations at the language border

may be a sudden hange in labor demand due to limited labor market integration of the two

regions. If labor demand is lower on the Latin side the language border and labor markets

are not integrated, we would expet longer job searh durations there. Figure 6a displays a

measure of labor market tightness, the ratio of vaanies divided by the number of employed

individuals at the muniipality level (during the �rst semester of the year 2000).

9

Figure 6a

9

We prefer the vaany employment ratio to the vaany unemployment ratio beause unemployment is en-

dogenous to ulture. Employment is endogenous as well but will be less a�eted quantitatively.
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Table 3: Summary statistis

(1) (2) (3) (4) (5) (6)

All Latin German Di�erene Di�erene at border

All Bilingual antons

A. Individual harateristis

Quali�ation

% low quali�ation .10 .11 .09 .02*** .02 .00

% medium quali�ation .11 .11 .10 .01*** -.05*** -.04***

% high quali�ation .80 .78 .80 -.02*** .03 .04*

Setor of last job

% agrar .03 .04 .03 .02*** .02*** .02***

% onstrution .13 .15 .12 .03*** -.02 -.02

% manufaturing .18 .20 .18 0.03*** .04** .06***

% servies .46 .42 .48 -.07*** .03 .02

% tourism .06 .06 .06 -.00 -.00 .01

% other setor .08 .09 .08 .01*** .01 .02

Di�ulty of plaement (aseworker assessment)

% easy to plae .16 .24 .12 .11*** .07*** .06***

% medium to plae .64 .63 .64 -.01** .00 .04*

% hard to plae .18 .11 .22 -.11*** -.09*** -.10***

Mobility

% no mobility .00 .00 .00 .00** -.00 -.00

% daily mobility .90 .85 .93 -.08*** -.06*** -.07***

% mobility: parts of CH .05 .08 .03 .05*** .03*** .04***

% mobility: whole CH .04 .04 .03 .01*** .02** .02**

% mobility: abroad .01 .02 .01 .01*** .01 .01**

Age and Earnings

Age 38.31 37.99 38.48 -.49*** -.10 -.01

Log insured earnings 8.43 8.39 8.45 -.06*** -.03 -.03

Family harateristis

No. of dependents .98 1.09 .92 .17*** .03 .08

% single .51 .48 .53 -.05*** -.00 -.02

% married .38 .42 .36 .06*** .00 .01

% divored .11 .10 .11 -.01*** .00 .01

% widowed .00 .00 .00 .00 -.00 .00

B. Muniipality harateristis

Eduation

% primary eduation .17 .15 .17 -.02*** .02* .03*

% seondary eduation .74 .74 .74 -.00 -.02* -.03**

% other eduation .02 .02 .02 .00 -.01*** -.00**

Setor

% setor 1 .02 .03 .02 .01*** .00 -.00

% setor 2 .13 .13 .13 -.00*** -.02 -.02

% setor 3 .37 .35 .38 -.04*** -.00 -.00

Age struture

% age 25-29 .07 .08 .07 .00*** -.00 -.00

% age 30-34 .09 .09 .09 -.00*** -.01*** -.01***

% age 35-39 .10 .09 .10 -.00*** -.01*** -.01***

% age 40-44 .09 .09 .09 -.00*** -.00 -.00

% age 45-49 .09 .09 .09 .00*** .00 .00

% age 50-54 .08 .09 .09 .00*** .00* .00

% age 55-59 .08 .08 .08 .00** .01*** .01***

Other

% men .46 .46 .47 -.00*** .00 -.00

% other language .01 .01 .01 -.00*** .00 -.00

Log no. of inhabitants 8.63 7.96 8.98 -1.02*** -.49 -.46

% agglomeration .46 .20 .60 -.40*** -.13 -.24**

C. Ative labor market poliies

% days in santion .06 .04 .07 -.02*** -.01** -.01

% days in training program .12 .13 .11 .01*** .03*** .03***

% days in employment program .01 .01 .01 -.00*** -.00 -.00

% days in subsidized employment .11 .11 .11 .00 -.00 -.01

Notes: Latin = majority in ommunity speaks Frenh, Italian or Romansh. Di�erene at the

border is estimated using linear spei�ations. Soure: Data from Unemployment Register 1998-

2003, Swiss Census 2000, Federal Statistial O�e (FSO), CH-2010 Neuhatel. Distanes from

searh.h.
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Figure 6: Labor demand and labor market integration
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b. Workplaes with other language
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Notes: negative=German-speaking part; positive=Frenh-/Italian-speaking part. Figure (a) shows

the number of vaanies posted between January and June 2000 by all �rms of a given muniipality,

divided by the number of employed individuals in the working age population (16-64 years) living in

that muniipality. Figure (b) shows the share of workers being native speakers of the language of the

other language border (Frenh/Italian in German-speaking region, German in Latin-region region).

Regression lines are loally weighted estimates (bandwidth = 0.8). Soure: Unemployment Register

1998-2003, Swiss Census 2000, Federal Statistial O�e (FSO), Neuhâtel. Distanes from searh.h.

indiates no important border-disontinuity in this measure. If at all, we would expet a slightly

better situation on the Latin-speaking side of the the language border. A seond way to hek the

onern that the Roesti border may separate labor markets is to analyze labor market integration

in terms of ommuting. Figure 6b reports the share of workers living in the German region

and working in the Latin region (and vie versa) as fration of employment in the partiular

loation.

10

This graph learly shows that labor markets are integrated. Many �rms loated lose

to the language border hire workers from the other side of the language border, up to 20 perent

of their workfore at the border. There is an important onlusion to be drawn from Figure

6b. The fat that many workers ross the language border when going to work suggest that this

border is permeable and this ross-hiring pattern is quite symmetri on both sides of the border.

This suggests there is high integration of labor markets. Hene it is very unlikely that border

di�erenes in labor market outomes are driven by di�erenes in labor market onditions.

Di�erenes in the implementation of labor market poliies at the loal level ould also ra-

tionalize di�erenes in job �nding at the language border. Unemployment insurane regulations

are set at the national level but there is a fair amount of leeway in how these regulations are

implemented. Loal labor market o�es have disretion in the extent to whih the various labor

market poliy instruments (santions, assignments to ALMPs, et.) are used. Table 3, Panel C

reports four key elements of ative labor market poliy: santions, training programs, employ-

ment programs, and job subsidies. Latin-speaking workers indeed fae a lower santion rate and

a higher assignment rate to training programs. This suggests there are some di�erenes at the

Roesti border at the poliy-implementation dimension. In our regression analysis below, we will

10

This is the share speaking a Latin language for �rms loated in the German speaking area and the share of

German speakers for �rms loated on the Latin speaking areas.
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ontrol for ative labor market poliies to aount for di�erenes in job �nding rates along this

dimension.

5 A simple model of searh and regional mobility

In this setion we develop a simple theoretial framework to study how attitudes towards work

and unemployment may a�et job searh ativities.

11

This model is not only useful to predit

how attitudes a�et job searh behavior but also to study possible sorting of heterogeneous

workers aross regions. Sorting ould be relevant as the language border ontrast may partly be

driven by unobserved fators that indue ertain workers to move to the other region.

Consider workers who are either employed or unemployed. Employed workers earn a wage

w and lose their job with rate δ. Unemployed workers get an unemployment bene�t b and

su�er from a (�ow) ost γs2/2 + z during their unemployment spell, where s is the worker's

(endogenously hosen) searh intensity; γ > 0 is an exogenous parameter (that varies aross

individuals); and z is a �xed �psyhi� ost of unemployment (that varies aross regions but is

the same for individuals within a region). A worker who searhes with intensity s, gets a job

o�er at rate sλ, where λ is the job �nding rate per unit of searh. A job o�er is from the same

region with probability π and from the other region with probability 1−π, hene job o�ers from

the same and the other region arrive at rates πsλ and (1 − π)sλ, respetively. We assume that

taking up a new job in the other region is assoiated with a mobility ost x, while aepting a

job in the same region is ostless.

Searh and mobility hoies. Denote by r the disount rate, and by U and E the present

value of inome of an unemployed and an employed worker, respetively. In steady state, the

value of employment is rE = w − δ(E − U) and the value of unemployment is rU = b − z −

γc(s) + sλ [W − U ], where W ≡ πE + (1 − π)max (U,E− − x) is the expeted value of a job

o�er. (E denotes the value of a new job in the same region and E− denotes the value of a job in

the other region.) The problem of an unemployed worker is to hoose searh intensity s so as to

maximize rU . This yields the �rst-order ondition

γs(γ) = λ(W − U), (1)

where s(γ) is the worker's optimal searh intensity.

Suppose that workers di�er in the searh ost parameter γ but are idential in all other

dimensions. High-γ workers are less e�ient searhers: to ahieve a given job arrival rate λs

they have to inur higher searh osts. A higher γ may be due to higher individual disutility

(i.e. lower motivation) during times of job searh; worse networks (fewer weak ties); more limited

aess to alternative searh hannels (in addition to those provided by publi employment o�es);

11

Other theoretial work has highlighted the role of impatiene in job searh. DellaVigna and Paserman (2005)

disuss empirial evidene and Paserman (2008) provides strutural estimation of models of job searh with

impatiene (or hyperboli disounting).
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or some ombination of these fators. This yields

Result 1: Optimal searh and mobility.

a) s(γ) dereases in γ and inreases in z. b) There is a γ̂, suh that a worker with γ > γ̂

aepts a job o�er from the other region, while a worker with γ ≤ γ̂ does not. ) γ̂ is dereasing

in z.

Proof. See Appendix.

The intuition for part a) of this result is straightforward. A worker with a high γ faes a high

(marginal) ost of searh, induing a low s. A higher z is equivalent to a lower unemployment

bene�t, resulting in a higher s. Part b) of the Result says that high-γ workers are more mobile

than low-γ workers. The intuition is that high-γ workers su�er more during unemployment,

hene they gain more when moving from unemployment to employment. In other words, the

di�erene W − U is higher for high-γ workers. Hene workers with a higher γ are more likely

willing to bear the mobility ost.

Regional di�erenes Regions di�er in two dimensions. First, there are di�erenes in the

distribution of γ-types. For simpliity, assume a disrete distribution with three types i = 0, 1, 2

suh that γ0 < γ1 < γ2. We normalize population size in eah region to unity and denote by

fij the share of worker of type i born in region j and therefore sharing the �ulture� of region j.

(Some of these workers may eventually end up in region −j.) We onsider the ase where low-γ

types are less prevalent in region L and assume f0L < f0G and f2L > f2G.

Seond, we assume that that the psyhi ost of unemployment is smaller in region L, zL ≤ zG.

Ceteris paribus, being unemployed is less ostly in region L than in region G. Aording to Result

1, this indues a worker with a given γ to searh less hard in region L.

Steady-state mobility and job searh behavior We are now ready to disuss the issue of

partiular interest: Whih types will end up unemployed in whih region? We �rst note that

regional di�erenes in z lead to regional di�erenes in mobility behavior. Aording to Result

1), the assumption zL ≤ zG implies γ̂L > γ̂G. This means an unemployed worker searhing

in region L aepts a job o�er from region G when γ > γ̂L, while she delines when γ ≤ γ̂L.

Similarly, a searher in G aepts an o�er from L when γ > γ̂G, and delines when γ ≤ γ̂G. We

assume that γ0 < γ̂G < γ1 < γ̂L < γ2: Workers with γ = γ0 are not willing to move and will

stay in their region of birth. Workers with γ = γ1 are willing to move when searhing in region

G but not willing to move when searhing in region L. (This implies that, in steady state, all

workers with γ1 will eventually end up in region L, irrespetive of their region of birth.) Finally,

workers with γ = γ2 are willing to move to the other region. We show in the Appendix that an

endogenous fration φ > 1/2 of γ2-workers will end up in region L (irrespetive of their region

of birth), while a fration 1− φ will end up in region G.

Empirially, we annot observe an individual worker's type, but we an observe both her

region of residene/searh and her native language (= region of birth). Let us onsider the
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model's preditions on the type omposition of the unemployment pool by region of residene

and region of birth. Denote by uij the steady-state unemployment rate of type i in region j. In

region L, there are f0Lu0L unemployed workers of type 0; (f1L + f1G)u1L workers of type 1; and

φ(f2L + f2G)u2L workers of type 2. In region G, there are f0Gu0G unemployed workers of type

0; no unemployment workers of type 1; and (1− φ)(f2G + f2L)u2G workers of type 2. Denote by

dij the expeted duration of unemployment of type i in region j. We have dij = 1/ (λπsij) for

types i = 0, 1 and d2j = 1/ (λs2j). Let djj′ be the average unemployment duration of workers

born in region j and searhing in j′.

Result 2: Regional di�erenes in mobility and unemployment durations.

a) Regional mobility is higher among workers born in L than among workers born in G. b)

When f0L and f2G are su�iently small and zG ≫ zL, we have dGG < dLG < dGL < dLL.

Proof. See Appendix.

Disussion and alternative explanations. The model aptures the idea that regional dif-

ferenes in the type-distribution and psyhi osts of unemployment drive mobility and unem-

ployment duration patterns. Our empirial analysis below douments that workers born in L

are indeed more mobile and that duration patterns by region of birth and searh are as in part

b) of Result 2. Result 2 states that regional di�erenes along these two dimensions su�e to

reprodue mobility and unemployment duration patterns observed in the data.

12

Clearly, observed outomes may be due to regional di�erenes in other dimensions and unre-

lated to regional di�erenes in work attitudes. There are two obvious ompeting explanations:

(i) a weaker labor market in region L and (ii) employer-disrimination against workers born in

L. Regional labor market di�erenes are aptured by wG > wL and/or λG > λL. In the model,

di�erenes in w and/or λ lead to qualitatively similar preditions as zG > zL. A model based on

regional di�erenes in labor market onditions an also apture some of the patterns observed in

the data, although we always get dGL > dLL.
13

With employer disrimination against workers

born in L, it is di�ult to rationalize dGL > dLG. Moreover, a model based on an idential

distribution of types is unable to generate asymmetri mobility patterns by region of birth.

In sum, our simple model an generate mobility and unemployment duration patterns as

observed in the data, while this is more di�ult with alternative explanations based on identi-

al type-distributions. Clearly, this does not mean that these alternative explanations are not

relevant empirially. Below we explore in more detail the relevane of these alternative meha-

nisms to rationalize the di�erenes in unemployment durations aross regions (of birth and/or

12

Notie that the psyhi ost of unemployment may atually derive from the γ-distribution within a region,

as the psyhi ost z may be the endogenous outome of soial interation: when there are more high-γ types

around you, you experiene a lower psyhi ost z, whih indues you to searh less hard. Hene the primitives of

the model boil down to di�erenes in the distribution of types by ultural bakground (= region of birth). In this

sense, our model does not rely on more exogenous parameters than other models to desribe ultural di�erenes.

13

In steady state region L attrats a fration φ of type-2, both of workers born in L and born in G; all type-1

workers from both regions; and all type-0 worker born in region L but no type-0 workers born in region G. The

relative size of type-2 and type-1 is the same among workers born in L and G, there are also type 0 workers in

the LL pool but not in the GL pool. It follows that dGL > dLL.
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residene).

6 Empirial Strategy

This setion disusses our empirial strategy. We start with a simple redued-form equation to

explain unemployment durations. (Similarly, for regional mobility hoies). Let yicg denote the

number of weeks job seeker i remains unemployed in muniipality c whih belongs to soiety g

where g takes on two values, L and G.

yicg = τ ′iα+ z′gβ + x′iγ + w′

cδ + θi + ψc + νicg (2)

The vetor τ refers to ulturally shaped determinants of y (related to ost and e�ieny of job

searh, the number of weak ties, et.) that vary at the individual level. The vetor zg refers

to ulturally shaped determinants of y that vary at the level of the ultural group g. These

fators inlude soial norms, soial santions, importane of work, et. The vetors xi and wc

refer to observable harateristis that in�uene the duration of unemployment that vary at the

individual, or muniipality level. The terms θi and ψc refer to unobserved determinants of y that

vary at the individual or muniipality level. Finally, νicg is a lassial regression error term.

Our main objetive is to assess whether α and/or β ontain non-zero elements. Simply

estimating equation (2) will not be helpful in this endeavor beause elements of τ and z ould be

orrelated with unobserved individual or group level heterogeneity. Controlling for θi in a panel

setting is hallenging sine the duration of a spell at t − 1 a�ets the likelihood of observing a

spell at t. Controlling for ψc in a panel setting ould potentially work but only for job seekers

who move between muniipalities.

We analyze the role of ulture by ontrasting unemployment durations (and mobility hoies)

at the Roesti border, to whih we refer as the "Language Border Contrast" (LBC) in what follows.

Let sc be the driving distane in kilometers to get from muniipality c to the border between

language regions. We de�ne distane to border to be zero for muniipalities loated exatly

on the Latin speaking side of the language border (whose nearest neighboring muniipality is

German speaking). Distane is positive for any other muniipality in Switzerland. To re�et

both distane and language region, we ode the distane measure negatively for ommunities in

the German-speaking regions and positively for the Latin-speaking regions, so sc ≥ 0 identi�es a

muniipality in the Latin speaking part and sc < 0 is a muniipality on the German speaking side

of the language border.

14

Let EF (y) denote the limit of the expetation of y on the Frenh side of

the language border, i.e. EL(y) ≡ limǫ→0E(Y |sc = 0 + ǫ), and EG(y) ≡ limǫ→0E(Y |sc = 0− ǫ)

14

For instane, Geneva � the Westernmost ity � is loated +129 km away from the barrier, St. Gallen, the

largest ity in the East is �132 km away from the border. Zurih is � 100 km away and Lausanne is +52 km away

from the language barrier. The ity of Fribourg (apital of the bilingual anton Fribourg) is loated exatly on

the language barrier. In the job seeker data, the average distane to the language border is 63.9 kilometers for job

seekers in Frenh or Italian or Romansh speaking areas, and 77.3 kilometers for job seekers who live in German

speaking areas. Fousing on job seekers who live in bilingual antons (Berne, Fribourg and Valais) redues average

distane to border to 25.4 kilometers on the Frenh or Italian speaking side, and to 35.2 kilometers on the German

speaking side.
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denotes the orresponding expetation when approahing the language border from the German

side. The border ontrast in unemployment duration is

EL[yicg]− EG[yicg] = [EL(τi)− EG(τi)]
′α+ [zL − zG]

′β (3)

+ [EL(xi)− EG(xi)]
′γ + [EL(wc)− EG(wc)]

′δ

+ EL(θi)− EG(θi) + EL(ψc)− EG(ψc)

The �rst line of the LBC informs on the joint role of individual and group level omponents of

ulture if the language border is a ultural border, i.e. the distribution of τi and/or the elements

in zg di�er aross the two language regions. The seond line shows that the ontrast will also

be driven by observable ompositional di�erenes (the x di�erene) or by group level observed

fators (the w di�erene). The �nal line of the LBC shows the key identi�ation hallenge.

Any unobserved individual or group level fator that varies aross soial groups at the border

will onfounded estimates of the importane of ultural fators (�rst line). In sum, the LBC

will provide point identi�ation if the ultural determinants τ and z are disontinuous at the

border whereas the unobserved ompositional di�erenes θi and unobserved muniipality level

determinants ψc are ontinuous.

Note that the LBC is related, but not idential, to the spatial regression disontinuity design

(S-RDD). The key di�erene between the LBC and an S-RDD is that distane to border an and

will be manipulated by individuals. Indeed, the framework we disussed earlier predits that job

seekers will move to the region that maximizes their disounted future utility. This makes point

identi�ation of the ultural determinants of job searh outomes impossible. Nonetheless, the

LBC an be used to approximate the order of magnitude of ultural determinants if unobserved

omposition and group level e�ets vary at a lower order of magnitude than ultural determinants.

Moreover, the model plaes restritions on the way that harateristis should di�er at the

language border. Based on the arguments put forth by the theoretial model, we expet job

seekers on the Latin-side of the border to have more favorable harateristis than job seekers

on the German-side of the border. Indeed, Table 3 shows that job seekers on the Frenh side of

the language border are better quali�ed and more easy to plae than job seekers who live on the

German side of the language border. This suggests that the raw LBC provides a lower bound

on the role of purely ultural fators a�eting unemployment.

The term in equation (3) an be measured in the ontext of the following regression, whih

resembles the spatial disontinuity regression (Lee and Lemieux (2010)). Let Lc = 1 if munii-

pality c is loated in the Swiss Latin region, and Lc = 0 if muniipality c is loated in the Swiss

German region. Consider the following linear regression

yicg = π0 + π1Lc + π2Sc + π3LcSc + ν̃ic (4)

where the terms in Sc and LcSc apture a two sided linear trend between unemployment duration
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and distane to language border. The parameter estimate for π1 is a onsistent estimate of

[E+(τi)−E−(τi)]
′α+[zF−zG]

′β, the key ultural omponent of (3), provided that the spei�ation

aptures di�erenes in unemployment duration aross regions appropriately. This is a restritive

assumption as our disussion in setion 4 shows. We probe the sensitivity of our results by

inluding observed determinants of unemployment duration in our regressions below.

7 Does ulture matter for unemployment?

This setion presents the main results of the eonometri analysis. We start by estimating the

LBC in unemployment durations. We then test the additional predition that job mobility is

systematially a�eted by ultural bakground. The setion loses with a disussion of two

important ompeting explanations: language skills and disrimination.

7.1 The language-border ontrast for unemployment durations

Table 4 presents estimates of the unemployment duration gap at the language border based on

equation (4). The dependent variable is log unemployment duration.

15

All regressions in Table 4

fous on job seekers living no farther than 50 kilometers from the language border. Regressions

ontrol for anton (=state) dummies, for in�ow year and quarter, and a set of dummies for large

ities. Introduing anton dummies is of partiular importane in the present ontext beause

antonal borders are also institutional borders and beause antons might di�er in terms of labor

market onditions. Moreover, ontrolling for large urban enters is important beause they may

drive the distane-to-border e�ets in the regressions. Standard errors aount for lustering at

the level of eah muniipality.

16

Column (1) of Table 4 provides a �rst estimate for the LBC in unemployment durations.

Estimates indiate that unemployment durations are, on average, 0.183 log points longer on

the Latin-speaking side of the language border. This estimate is both quantitatively important

and statistially highly signi�ant. Column (2) adds individual harateristis to the regression.

Controlling for these harateristis, the di�erene in unemployment durations inreases to .226

log points. The remaining two olumns of Table 4 introdue additional ontrols. Column (3) of

Table 4 ontrols for muniipality harateristis. Although most of these variables (in partiular,

age struture, eduation levels, and muniipality size) have a statistially signi�ant impat on

unemployment durations, introduing these additional ontrols does not hange the magnitude

of the estimated LBC. The point estimate dereases slightly to .202.

Column (4) in Table 4 heks for labor demand onditions within antons by introduing

detailed muniipality indiators to apture loal di�erenes in labor demand.

17

These india-

15

Right ensored spells are kept in the sample but note that only 5.2 % of all spells are right ensored. Moreover,

Table 8 presents estimates of the umulative distribution of spells whih are not a�eted by right ensoring. Results

in Table 8 are onsistent with the main results in Table 4.

16

Card and Lee (2008) argue that errors need to be lustered with respet to the running variable if the running

variable is not measured on a ontinuous sale. Note that this type of lustering is not needed in our ontext

sine distane to border is measured on a ontinuous sale.

17

See Table A.1 in the Appendix for desriptive statistis of labor demand.
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Table 4: Culture and unemployment: LBC

Dependent variable: log unemployment duration

(1) (2) (3) (4) (5)

Baseline

Latin 0.183*** 0.226*** 0.202*** 0.196*** 0.174***

(0.045) (0.045) (0.037) (0.037) (0.037)

Distane (100km) -0.104 -0.190** -0.115 -0.087 -0.067

(0.081) (0.086) (0.080) (0.078) (0.068)

Distane · Latin 0.241* 0.328*** 0.257** 0.222* 0.136

(0.124) (0.126) (0.117) (0.115) (0.102)

Constant 4.454*** 2.644*** 2.252*** 2.267*** 2.389***

(0.0532) (0.140) (0.309) (0.317) (0.321)

Fixed e�ets Yes Yes Yes Yes Yes

Individual ontrols No Yes Yes Yes Yes

Muniipality harateristis No No Yes Yes Yes

Labor demand No No No Yes Yes

Labor market poliy No No No No Yes

Observations 60,713 60,713 60,713 60,713 60,713

R-squared 0.044 0.096 0.101 0.101 0.102

Notes: Standard errors robust and lustered on muniipality level. *** p<0.01, **

p<0.05, * p<0.1. Latin = majority in muniipality speaks Frenh or Italian. Distane

= distane to language border (in 100 kilometers road distane.) Latin language border

muniipalities have distane = 0km. All regressions are limited to muniipalities within

50km from the language border. Fixed e�ets inlude anton (state) and year and

quarter FE, as well as FE for large ities. Individual ontrols inlude skills, setor of

last job, employment prospets assessed by the aseworker, previous earnings, family

bakground, willingness to move to another region. Muniipality harateristis inlude

muniipality eduation levels, demographi struture, muniipality size, agglomeration.

Labor demand inludes the number of available jobs in the munipality in the year

2001, the inrease in the number of jobs and �rms between 1998-2001, number of

vaanies between January and June 2000 per employed resident. Labor market poliy

inludes the probability to get assigned to eah of the following measures: santions,

training programs, employment programs, subsidized employment. Soure: Data

from Unemployment Register 1998-2003, Swiss Census 2000, Federal Statistial O�e

(FSO), CH-2010 Neuhâtel. Distanes from searh.h.

tors ontrol for labor demand onditions in addition to persistent di�erenes in labor market

onditions aross antons (reall that all regressions ontrol for antonal dummies). Introduing

these muniipality indiators has no e�et on the estimated LBC in unemployment durations. It

appears that antonal dummies apture di�erenes in labor market onditions well. Our baseline

estimate indiates that unemployment duration lasts for .196 log points longer on the Swiss Latin

side of the border than would be expeted from the Swiss German side. Evaluated at the sample

mean unemployment duration of 31 weeks, this translates into an e�et of 7 additional weeks of

unemployment (= 31× (exp(.196) − 1)).

Column (5) in Table 4 additionally ontrols for measures of ative labor market poliy. In-

formation on the number of days in santions, training programs, employment programs, and

subsidized employment is aggregated on the muniipal level and divided by the aggregated num-

ber of days in unemployment. This yields a measure for the probability of being exposed to

one of these ative labor market poliy measures. Remember that ative labor market poliy
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is determined on the loal level and thus varies aross language regions (see Table 5 above).

However, it turns out that di�erenes in ative labor market poliies do not have a major impat

on the estimated di�erene in unemployment durations at the language border.

In sum, Table 4 shows that the LBC in unemployment durations is not partiularly sen-

sitive to adding ontrols. In setion 4.3 we have seen that, among individuals living lose to

the language border, the imbalanes in harateristis aross language regions are onsiderably

redued. Nevertheless, a number of bakground harateristis remain unbalaned in ways that

favor job seekers on the Latin-speaking side. For instane, Latin-speaking job seekers are slightly

better quali�ed, easier to plae, and more mobile. To shed further light on this issue we regress

individual, muniipality, and labor demand on log unemployment durations based on obser-

vations of individuals living in the German-speaking region. We then predit unemployment

durations of individuals living in the Latin-speaking region (using parameters obtained from the

German-region regression and harateristis from the Latin-region sample) � and vie versa for

the German-speaking region.

18

This allows assessing the overall ontribution of imbalanes in

bakground harateristis to the language border unemployment di�erential.

Figure 7 shows average atual log unemployment duration (solid lines) as well as average

predited log unemployment duration (dashed lines) for both language regions. While there

are some di�erenes in terms of the omposition of the job seeker pool at the language border,

these di�erenes are not very large. The top dashed line is substantially higher than the top

solid line at the language border, suggesting that residents of German Swiss border towns have

harateristis that would lead them to be unemployed longer than their neighbors on the Latin

side of the language border. Conversely, the bottom solid line for Swiss Germans is a bit higher

than the bottom dashed line. Taken together, this indiates that ompositional di�erenes in the

unemployment pool disadvantage Swiss German job seekers ompared to Swiss Latin job seekers.

This explains why the LBC in unemployment durations is somewhat higher when bakground

harateristis are ontrolled for. Provided that unobserved harateristis of job seekers follow

the same pattern of imbalane as observed ones, our results identify a lower bound of the true

LBC in unemployment durations.

Interestingly, this pattern of results is in line with the preditions of the theoretial framework.

Aording to the above model, the average duration of unemployment in the Latin-speaking

region (with a larger fration of ine�ient job searhers) is shorter with regional mobility than

in the absene of regional mobility. A relatively large fration of ine�ient job seekers leave the

Latin-speaking region, while the fration of individuals that leave the German-speaking region is

smaller. One we ondition on important proxies of job market hanes in the empirial analysis,

the di�erential gets indeed wider. This again implies that our estimates probably identify a lower

18

Spei�ally, we disuss omposition e�ets as follows. We �rst run regressions with separate parameters in eah

language region, i.e. yij = x′

ijβj + ǫij where j ∈ {G,L}. We then alulate expeted duration of unemployment

of Swiss German residents as predited with the Swiss Latin parameters, i.e. x̄Gβ̂L, and expeted duration of

unemployment of Swiss Latin residents as predited with Swiss German parameters, i.e. x̄Lβ̂G. Figure 7 reports

these ounterfatual preditions using dashed lines. Contrasting the dashed line on one side of the border with the

orresponding solid line on the other side of the border informs on the extent of imbalane in terms of observed

harateristis at the border.
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Figure 7: Predited and atual log unemployment duration
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Dashed lines show predited unemployment duration using data from

the German speaking part of Switzerland to predit duration in the

Latin speaking part and vie versa (only data within 50km from the lan-

guage border used for predition). Linear predition. Lines are loally

weighted regressions (bandwidth = 0.8). Soure: Unemployment Reg-

ister 1998-2003 and Swiss Census 2000, Federal Statistial O�e (FSO),

Neuhâtel. Distanes from searh.h.

bound on the e�et of ultural bakground on unemployment durations.

In a next step, we assess the robustness of the estimated e�et by looking at di�erent segments

of the language border (Table 5). Column 1 repeats the estimate of olumn 4 in Table 4 for ease

of omparison. Results in olumns 2 and 3 disuss sensitivity of the main result to funtional

form of the distane to language border trends. Column 2 limits the sample to job seekers living

no farther than 25 km from the border. This an be understood as a loal linear estimate of

the unemployment border di�erential. Loal linear estimates indiate that the di�erene in log

duration is .162 log points. This estimate is slightly but insigni�antly smaller than the baseline

estimate. Row 3 presents estimates that add squared terms in distane adopting a polynomial

approximation to the underlying distane to border funtion. Again, adding higher order terms

allows assessing sensitivity to funtional form. Estimates that are based on a two-sided quadrati

estimate of distane to language border are very muh in line with the baseline estimates. We

onlude from evidene in olumns 2 and 3 that sensitivity to funtional form is not an issue.

Bilingual antons are essential in the identi�ation of the LBC. Column 4 in table 5 reports

estimates that fous on job seekers who live in one of the three bilingual antons: Berne, Fribourg,

and Valais. Bilingual anton estimates are very muh in line with baseline estimates. This

suggests that mis-spei�ation of the model outside the bilingual antons is not an issue. Column

5 reports estimates based on the segment between the German and the Latin speaking parts of
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Table 5: Language barrier e�et in unemployment durations

Dependent variable: log unemployment duration

(1) (2) (3) (4) (5)

Baseline Bilingual Frenh-German

antons border

linear linear quadrati linear linear

50km 25km 50km 50km 50km

Latin 0.196*** 0.162*** 0.195*** 0.211*** 0.194***

(0.037) (0.048) (0.037) (0.046) (0.037)

Distane (100km) -0.087 0.225 -0.112 -0.136 -0.146*

(0.078) (0.268) (0.095) (0.102) (0.081)

Distane · Latin 0.222* 0.350 0.418*** 0.287* 0.254**

(0.115) (0.339) (0.147) (0.155) (0.116)

Constant 2.267*** 1.423** 2.202*** 1.406*** 2.331***

(0.317) (0.720) (0.320) (0.484) (0.331)

Observations 60,713 22,996 60,713 27,258 55,935

Identifying observations 30,216 13,426 30,216 27,258 27,258

R-squared 0.101 0.105 0.101 0.104 0.102

Notes: Robust standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1. Latin =

majority in ommunity speaks Frenh, Italian or Romansh. Distane = distane to lan-

guage border (in 100 kilometers road distane). Squared Distane = regression inludes

a squared term in distane and an interation term Latin · distane squared. Bilingual

antons = anton of Berne, Valais, Fribourg (German / Frenh antons). Frenh (Italian)

border: German speaking muniipalities that have as nearest Latin neighbor a Frenh

(Italian) speaking muniipality and Frenh (Italian) speaking muniipalities. Observa-

tions from olumn (5) and (6) do not add up to olumn (1) beause of Romansh speaking

muniipalities and their nearest neighbours. All ontrols as in table 3. Identifying obser-

vations are within anton observations (antons of BE, FR, VS, GR). Soure: Data from

Unemployment Register 1998-2003, Swiss Census 2000, Federal Statistial O�e (FSO),

CH-2010 Neuhâtel. Distanes from searh.h.

Switzerland. Results indiate that the unemployment di�erential is on the order of .194 log

points, i.e. very similar to the baseline estimate.

19

7.2 Mobility

As emphasized above, unemployment di�erentials at the language border are partly the outome

of mobility of job seekers aross language regions. This means that our empirial strategy is not

idential to a spatial RDD. This provided the motivation for our theoretial framework. In this

framework, job seekers from the region with the larger fration of ine�ient job-seekers will be

more likely to move to the other region. This framework also yields preditions on unemployment

duration patterns of movers and stayers, by region of birth (i.e. ultural bakground) whih we

an test empirially.

19

We also ontrast the Italian and German speaking parts of the ountry (results are not shown). For the Italian-

German language border, the point estimate is somewhat larger than the baseline estimate, but not statistially

signi�ant. Notie, however, that the high standard error is due to the low within anton variane that an be

used to identify the e�et. Identi�ation is based on a few ommunities with a majority of the Italian-speaking

residents in the anton Graubünden.The only antons where there are Italian-speaking ommunities are the anton

Tiino and the anton Graubünden, loated in the South and the South-East, respetively. The anton Tiino

onsists entirely of Italian speaking ommunities. In Graubünden, some ommunities are Italian, but the vast

majority speaks Swiss German.
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Table 6: Regional Mobility and Unemployment Duration

(1) (2) (3) (4)

mover mover log duration log duration

with ontrols with ontrols

Latin speaker 0.0634*** 0.148***

(0.0212) (0.0572)

Latin stayer 0.257*** 0.215***

(0.0229) (0.0268)

Moved Latin to German 0.107*** 0.112***

(0.0283) (0.0326)

Moved German to Latin 0.296*** 0.156***

(0.0415) (0.0401)

Constant 0.0247*** 0.0265*** 4.766*** 4.766***

(0.00366) (0.00423) (0.0132) (0.00785)

Observations 60,713 60,713 60,713 60,713

R-squared 0.020 0.084 0.011 0.101

Mean dependent variable 0.0478 0.0478 4.860 4.860

Notes: Standard errors robust and lustered on muniipality level. *** p<0.01,

** p<0.05, * p<0.1. Latin = majority in muniipality speaks Frenh or Italian.

Distane = distane to language border (in 100 kilometers road distane.) Latin

speaker = 1 if individual has Frenh, Italian, or Romansh native language, and =0

otherwise. Latin stayer = 1 for Latin speaker who lives in Latin speaking region,

and = 0 otherwise. Moved Latin to German = 1 for Latin speaker who lives in

Latin region, and = 0 otherwise. Moved German to Latin = 1 for German speaker

who lives in Latin region, and = 0 otherwise. Fixed e�ets inlude anton (state)

and year and quarter FE, as well as FE for large ities. Controls inlude skills,

setor of last job, employment prospets assessed by the aseworker, previous

earnings, family bakground, willingness to move to another region, muniipality

eduation levels, demographi struture, muniipality size, agglomeration, number

of available jobs in the muniipality in the year 2001, the inrease in the number of

jobs and �rms between 1998-2001, number of vaanies between January and June

2000 per employed resident. Soure: Data from Unemployment Register 1998-

2003, Swiss Census 2000, Federal Statistial O�e (FSO), CH-2010 Neuhatel.

Distanes from searh.h.

Table 6 reports results for mobility and duration onditional on moving. Columns (1) and (2)

disuss regional mobility, a binary indiator that takes the value 1 if the individual lives in a region

that does not speak his native language, and it takes the value 0 otherwise. Column (1) shows

that Latin speakers are 6.3 perentage points more likely to move aross the language border

than German speakers. Column (2) adds all the ontrol variables we use in our main analysis

of unemployment duration and shows that atual mobility is 15 perentage points higher among

Latin speakers ompared to German speakers. This result is onsistent with our theoretial

framework.

Columns (3) and (4) provide results on average duration of unemployment by past mobility

status. Job-seekers born and searhing in the Latin region ("Latin stayers") have the longest

unemployment durations, while job-seekers born and searhing in the German-speaking region

("German stayers"), the referene group, have the shortest duration. Job-seekers born in the

German-speaking but searhing in the Latin-speaking region ("German movers") have somewhat

shorter durations than job seekers born in the Latin-speaking region (both movers and stayers).

Notie that the results in olumn (4) are onsistent with Result 2 b) of our theoretial framework.
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When there are (i) many ine�ient (e�ient) job seekers among individuals born in the Latin-

(German-) speaking region, and (ii) higher region-spei� osts of unemployment, the model

predits preisely the outome observed in olumn (4) of Table 6.

7.3 Alternative Explanations

In this setion, we onsider the two key ompeting explanations to ulture: language skills and

disrimination.

7.3.1 Language: human apital or proxy for ulture?

We �rst take a loser look at the question whether an individual's language just re�ets an

individual's human apital rather than ultural norms and values. Notie that, as long as the

Latin language is as valuable in the Latin region as is the German language in the German

region, an individual's own language per se should not generate any di�erenes in labor market

outomes. However, it ould still be that Latins are less pro�ient in the German language than

are Germans in the relevant Latin language. This is potentially important in the present ontext,

as the Latin e�et is identi�ed at the language border. Individuals living lose to the border

might fae worse job opportunities if they do not speak the other language. The Latin gap ould

just re�et di�erenes in human apital rather than di�erenes in attitudes towards work and

job searh.

Column (1) of Table 7 measures language pro�ieny of Roesti border residents. Results

indiate Latins are less pro�ient in German than vie versa. The perentage who knows the

language spoken just aross the border is 20 perentage points lower on the Latin side ompared to

the German side. This is a sizeable gap in language pro�ieny. To see whether this di�erene an

aount for the observed di�erenes in unemployment durations, we split the sample aording

to language pro�ieny. The language border ontrast is of the same magnitude, indepently of

the language pro�ieny of the job seekers.

7.3.2 Disrimination versus searh intensities

One ould argue that the LBC in unemployment durations re�ets disrimination by employers

against Latin-speaking job seekers. To shed light on the importane of disrimination, we exploit

information available in the AVAM database on how a new job was started: (i) whether the

unemployed worker him found the job; or (ii) whether the aseworker at the loal labor o�e

mediated the new job.

We argue that studying how unemployed individuals �nd jobs is informative on disrimina-

tory behavior by employers for the following reason: If unemployment di�erenes arise beause

employers disriminate against Latins, this should show up in both exit hannels equally. Firms

are entral both to jobs that job seekers loate themselves and to jobs that aseworkers at the

employment o�e mediate. If employer disrimination is a �rst-order explanation, we should

see lower exit rates, irrespetive of whether workers loated the job themselves or whether jobs
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Table 7: Language skills and unemployment durations

(1) (2) (3)

Dependent variable: knows other language log unemployment duration

know don't know

other language other language

Latin -0.217*** 0.278*** 0.275***

(0.0427) (0.0468) (0.0528)

Distane (100km) 0.817*** -0.0531 0.0127

(0.0977) (0.111) (0.117)

Distane · Latin -1.319*** 0.445*** 0.294

(0.115) (0.163) (0.179)

Constant -0.124 2.759*** 4.238***

(0.306) (0.538) (0.424)

Individual Controls Yes Yes Yes

Muniipality Controls Yes Yes Yes

Observations 60,713 25,935 34,778

R-squared 0.088 0.100 0.093

Notes: Standard errors robust and lustered on muniipality level. *** p<0.01,

** p<0.05, * p<0.1. Know other language means, know German if living in

Latin-Swiss part, know Frenh/Italian if living in German-Swiss part. Latin =

majority in muniipality speaks Frenh, Italian or Romansh. Distane = distane

to language border (in 100 kilometers road distane.) Latin language border

muniipalities have distane = 0km. Fixed e�ets inlude anton (state) and

year and quarter FE, as well as FE for large ities. Other ontrols are individual

harateristis, ommunity harateristis, labor demand ontrols. Soure: Data

from Unemployment Register 1998-2003, Swiss Census 2000, Federal Statistial

O�e (FSO), CH-2010 Neuhatel. Distanes from searh.h.
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Table 8: Exit Channels: Linear Probability Model

(1) (2) (3) (4)

All exits Self PES Other

1 month

Latin -0.0217** -0.0244*** 0.0052** -0.0025

(0.0085) (0.0061) (0.0025) (0.0047)

[0.0784℄ [0.0463℄ [0.0080℄ [0.0241℄

3 months

Latin -0.0534*** -0.0581*** 0.0132** -0.0085

(0.0146) (0.0118) (0.0067) (0.0080)

[0.334℄ [0.221℄ [0.0424℄ [0.0714℄

6 months

Latin -0.0804*** -0.0911*** 0.0307*** -0.0200**

(0.013) (0.0137) (0.0104) (0.0094)

[0.589℄ [0.365℄ [0.0852℄ [0.139℄

12 months

Latin -0.0503*** -0.0889*** 0.0475*** -0.0089

(0.0101) (0.0151) (0.0129) (0.0109)

[0.785℄ [0.446℄ [0.123℄ [0.217℄

Observations 60,713 60,713 60,713 60,713

Notes: Standard errors robust and lustered on muniipality level.

*** p<0.01, ** p<0.05, * p<0.1. Share exiting in squared brakets.

Exit rates estimated using a Linear Probability Model. Latin =ma-

jority in muniipality speaks Frenh, Italian or Romansh. Distane

= distane to language border (in 100 kilometers road distane.)

Latin language border muniipalities have distane = 0km. Fixed

e�ets inlude anton (state) and year and quarter FE, as well as

FE for large ities. Other ontrols are individual harateristis,

ommunity harateristis, labor demand ontrols. Soure: Data

from Unemployment Register 1998-2003, Swiss Census 2000, Fed-

eral Statistial O�e (FSO), CH-2010 Neuhatel. Distanes from

searh.h.

were mediated by the employment o�e. In ontrast, job seekers' searh e�ort is learly entral

in loating jobs individually, but searh e�ort is less ruial for jobs publi employment o�es

mediate. These jobs are assigned by aseworkers, and job seekers who refuse to apply for suh a

job run into the risk of having their bene�ts withheld.

Table 8 presents the oe�ients of the LBC in unemployment durations by exit hannels

at various durations of unemployment. More preisely, the table provides estimates of the u-

mulative distribution funtion of spell durations, i.e. simple linear probability models with the

dependent variable indiating whether the unemployment spell lasted less than x months (where

x=1,3,6,12), separately for eah exit hannel. Regressions inlude the full set of harateristis

as in our preferred unemployment duration model (see Table 4, olumn 4).

Column 1 does not distinguish between exit hannels, i.e. the oe�ients report the LBC in

the probability that the unemployment spell is shorter than x months. (Numbers in parenthesis

below the oe�ient are standard errors, and numbers in brakets give the mean of the depen-

dent variable.) Consistent with our basi �ndings in Table 4, the oe�ients indiate that the

probability of leaving the unemployment register within 1 month is 2.17 perentage points lower

in the Latin-speaking regions, and the gap widens to 8.04 perentage points within 6 months

duration and stays at 5.03 perentage points after a duration of 12 months.

Columns 2-4 of Table 8 report the orresponding estimates from regressions that are run
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separately for three exit states: jobs found on own-initiative (olumn 2); aseworker-mediated

jobs (olumn 3); and other exits (olumn 4). The oe�ients of olumn 2 indiate that job

seekers on the Latin-speaking side are signi�antly less likely to �nd jobs on their own. The

LBC to this exit state is even larger than the overall gap in olumn 1. In ontrast, unemployed

individuals from the Latin-speaking side are signi�antly more likely to take up a job mediated

by the loal PES (olumn 3). The LBC in other exits does not di�er systematially and is mostly

insigni�ant.

Taken together, the results of Table 8 show that observed unemployment di�erenes are

unlikely entirely driven by disrimination against Latin-speakers. In that ase, the LBC should

not di�er strongly aross exit hannels, as employers should disriminate irrespetive of the

partiular way individuals found jobs. The evidene speaks more in favor of better aess to

searh hannels (= higher e�ieny in job searh) and/or higher motivation by unemployed

individuals on the German-speaking of the language border.

7.4 Is ulture quantitatively important?

Our empirial analysis has doumented a robust di�erene in unemployment durations at the

border between Latin-speaking and German-speaking regions. Job searh lasts about 7 weeks or

about 22 perent longer on the Latin side of the language border than on the German side of the

border. How does this gap ompare to the e�ets of unemployment insurane on unemployment?

Katz and Meyer (1990) �nd that inreasing the potential duration of unemployment bene�ts by

10 weeks inreases unemployment duration by 1 week. Card and Levine (2000) �nd somewhat

smaller e�ets for an exogenous albeit temporary expansion of potential bene�t duration in New

Jersey. Turning to the bene�t level, Røed and Zhang (2003) �nd that the elastiity of duration

with respet to bene�ts is about 1. This is an upper bound ompared to other studies in the

literature (Atkinson and Miklewright, 1991). We onlude that the Latin gap in unemployment

is equivalent to an inrease in bene�t duration of somewhat more than one year, or an inrease

in the bene�t level of at least 22 %. These alulations show that ulture an be a substantial

element of unemployment.

8 Conlusions

This paper studies the extent to whih ultural di�erenes in attitudes towards work and unem-

ployment may help to explain regional unemployment di�erentials. We fous on the language

border in Switzerland, the Roesti border, where strikingly large di�erenes in unemployment

durations are observed. We argue (and provide evidene supporting the view) that the language

border separates two soial groups with strikingly di�erent attitudes towards work and unemploy-

ment. We �nd that attitudes towards work are important to explain the gap in unemployment

durations. Crossing the language border from the German- to the Latin-speaking side leads to

an inrease in the average duration of unemployment that is of a similar order of magnitude as

the one that is to expeted form a drasti inrease in the generosity of unemployment insurane.

30



We examine other andidate explanations for the observed unemployment gap and onlude

that language-border disontinuities in variables related to these explanations (labor market

onditions, omposition of the unemployment pool, et.) are too small to aount for the observed

gap in unemployment durations. This leads us to onlude that longer job searh durations for

Latin speakers are probably due to ulture rather than markets or institutions.

We onlude that ulture an be as important as sizeable hanges in the inentives via

unemployment insurane. The ulture-driven gap in unemployment duration is equivalent to an

inrease in the potential bene�t duration of 60 to 70 weeks, or an inrease in the bene�t level by

22 perentage points.

Our analysis also highlights that eonomi and institutional fores do not automatially lead

to ultural onvergene. The ultural rift we study is solely reated by the fat that the two soial

groups speak di�erent languages faing very similar institutions and eonomi opportunities.

This �nding is important for sholars who study onvergene among heterogeneous federations

suh as the European Union or the United States. Culture an be an important impediment to

reahing similar views and attitudes regarding the importane of work.
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A Proofs

Proof of Result 1

Part a) We �rst onsider a worker not willing to move to the other region. For suh a worker,

we have E−j − f ≤ Uj . Using the equations for the value of unemployment and employment,

we alulate Ej −Uj = (w− b+ zj + γs2j/2)/(r + δ + sjλπ). Combining this with the �rst order

ondition γsj = λπ(Ej − Uj) yields a quadrati equation in sj . The solution is

sj(γ) = −
r + δ

λπ
+

√

(

r + δ

λπ

)2

+
2 (w − b+ zj)

γ
,

from whih Results 1a) diretly follows.

Now onsider a workers who is willing to move. For suh a worker, E−j − f > Uj and

Wj−Uj = πEj+(1− π) (E−j − f)−Uj . Plugging the γsj = λ(Wj−Uj) into the value equations

for unemployment and unemployment we an write Uj = (b + γs2j/2 − zj)/r, and Ej =

w/ (r + δ) + (b + γs2j/2 − zj)δ/(r(r + δ)). We substitute these expression into the �rst order

ondition γsj = λ(πEj + (1− π) (E−j − f)− Uj), whih yields after some transformations

γsj = λ





w + δ
r
b

r + δ
+ π





δ

r + δ

γ
s2j
2 − zj

r



+ (1− π)





δ

r + δ

γ
s2
−j

2 − z−j

r
− f



− λ





b+ γ
s2j
2 − zj

r







 .

This yields a system of two quadrati equations in sj and s−j . Taking derivatives w.r.t. γ, zj

and z−j , it is straightforward (though somewhat tedious) to show that

∂sj
∂γ

< 0,
∂sj
∂zj

> 0, and
∂sj
∂z−j

< 0.

(Detailed derivations are available on request). This ompletes part a) of the proof.

Part b) We �rst need to show that γsj(γ) inreases in γ (i.e. the gains when moving from

unemployment to employment are higher for high-γ workers. For workers not willing to move, we

see this immediately from applying the above equation for sj(γ). For workers not willing to move,

the above system an be rewritten as a system of two quadrati equations in Q(γ) ≡ γsj(γ).

Taking derivatives of the system with respet to γ, shows that γsj(γ) inreases in γ also for

movers.

Denote by γ̂j the type who is indi�erent � when o�ered a job in region −j � between staying

unemployed in region j and taking up employment in region −j. We onsider the ase zL < zG

whih means so that unemployment is less painful in region L. This implies that WL − UL >

WG − UG, i.e. the gain of moving to the other region is smaller for a searher in L than for a

searher in G. Sine Wj −Uj inreases in γ, the ritial type γ̂L > γ̂G who is indi�erent between

moving and staying. This means that � when o�ered a job from the other region � a searher
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with γ ∈ (γ̂L, γ̂G) is willing to move when he is urrently in region G, but will deline the o�er

when urrently being in region L. γ̂L and γ̂G solve

sL(γ̂L) · γ̂L =
r + 2 (1− π) δ

r + (2− π) δ
· λπx+

πδ

r + (2− π)δ
· sG(γ̂L) · γ̂L

sG(γ̂G) · γ̂G =
r

r + δ
λπx+

δ

r + δ
· sL(γ̂G) · γ̂G.

Notie the asymmetry in the solutions for γ̂L and γ̂G. Type γ̂L is indi�erent when searhing in

L but willling to move when searhing in G. Type γ̂G is indi�erent when searhing in G but

not willling to move when searhing in L. In the speial ase when zG = zL = z∗, we have

γ̂G = γ̂L = γ̂∗, whih solves s(γ∗) · γ∗ = λπx.

Regional distribution of type-2 workers

Denote by uij the steady-state unemployment rate of type i in region j. The unemployment

in�ow of a type-i workers in region j is δ(1 − uij), while the out�ow is λπs0ju0j for type-0

workers and λs1ju1j for type-1 workers. In steady state, where in- and out�ow are equally large,

the unemployment rate is u0j = δ/(δ+πλs0j) for type-0 workers and u1j = δ/(δ+λs1j) for type-1

workers. In steady state, only type-2 workers are mobile. Type-0 worker remain in their region

of birth, while type-1 workers end up in region L. Denoting by φ the steady-state share of type-2

workers eventually ending up in region L, there are u2Lφ [f2L + f2G] and u2G(1− φ) [f2L + f2G]

unemployed workers of type 2 in region L and G, respetively. The orresponding mobility rates

depend on job o�er arrivals from the other region, whih are λs1L(1 − π) and λs1G(1 − π),

respetively. Setting regional in- and out�ows equal, we get

1−φ
φ

= s1L(δ+s1Gλ)
s1G(δ+s1Lλ)

. From Result 1a),

we have s1L < s1G. It follows that φ > 1/2. This means the majority of mobile workers lives in

region L.

Proof of Result 2

Part a) Follows from the result that, in steady state, only type 2 workers move. By assumption,

we have f2L > f2G whih establishes the laim.

Part b) Note �rst that the expeted duration of unemployment is (πλs)−1
for stayers and

(λs)−1
for movers. We alulate djj′ as the weighted average of expeted durations of the

various types (with the fration of types in the unemployment pool of the respetive jj′ group

as weights). This yields average unemployment durations

dLL = η0LL ·
1

λπs0L
+ η1LL ·

1

λπs1L
+ η2LL ·

1

λs2L

dLG =
1

λs2G

dGG = η0GG ·
1

λπs0G
+ η2GG ·

1

λs2G
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dGL = η1GL ·
1

λπs1L
+ η2GL ·

1

λs2L

where ηijj′ denotes the relevant weights. (For instane, η
1
LG is the share of type-1 workers among

unemployed worker speaking language G and searhing in region L; and so on). The weights are

given by:

� η0GG = f0Gu0G

f0Gu0G+(1−φ)f2Gu2G
, η1GG = 0, and η2GG = (1−φ)f2Gu2G

f0Gu0G+(1−φ)f2Gu2G
;

� η0GL = 0, η1GL = f1Gu1L

f1Gu1L+φf2Gu2L
, and η2GL = φf2Gu2L

f1Gu1L+φf2Gu2L
;

� η0LL = f0Lu0L

f0Lu0L+f1Lu1L+φf2Lu2L
, η1LL = f1Lu1L

f0Lu0L+f1Lu1L+φf2Lu2L
, and η2LL = φf2Lu2L

f0Lu0L+f1Lu1L+φf2Lu2L
;

� η0LG = η1LG = 0 and η2LG = 1.

Under the assumptions on regional di�erenes we have siG > siL. As f2G → 0, only type 0 is

remaining in the GG pool, hene this group has the shortest possible duration. When zG ≫ zL,

type-2 workers in region G searh harder than type-1 workers in region L, hene dLG < djL

(with j = L,G). As f0L → 0 and f2G → 0, the GL pool onsist of type-1 workers only, while

the LL pool beomes a mixture of type-1 and type-2 workers, hene dGL < dLL. In sum, we get

dGG < dLG < dGL < dLL.

B Supplementary Empirial Results

Table A.1 provides additional measures of labor demand.

Table A.1: Summary statistis: Labor demand

(1) (2) (3) (4) (5) (6)

All Latin German Di�erene Di�erene at border

All Bilingual antons

No. of work plaes/population (·
1

100
) 8.07 8.39 7.90 .49*** .42 .37

Log no. of work plaes 6.05 5.41 6.39 -.97*** -.50 -.48

% new jobs .05 .06 .04 .02*** .02 .01

% new �rms -.00 -.02 .00 -.02*** -.03** -.03**

Vaanies per employed .13 .15 .12 .03*** .01 -.01

Log median wage 3.51 3.45 3.54 -.08*** -.03 -.04

Notes: Latin = majority in ommunity speaks Frenh, Italian or Romansh. Di�erene at the border

is estimated using linear spei�ations. Soure: Data from Unemployment Register 1998-2003, Swiss

Census 2000, Federal Statistial O�e (FSO), CH-2010 Neuhatel. Distanes from searh.h.

38


