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Table A1: State-dependent model estimates

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
cum_ii_price 0.041 17.82 0.127 29.36 0.144 28.48 0.181 29.06 0.195 27.06
cum_wage -0.003 -1.10 0.001 0.07 -0.001 -0.07 -0.015 -1.45 -0.010 -0.83
cum_prod 0.008 4.90 0.032 9.63 0.025 6.62 0.046 9.12 0.038 6.69
cum_sect_price 0.013 4.59 0.105 18.99 0.110 17.36 0.109 19.18 0.117 17.95
vat_2000 0.122 1.79 0.080 1.17 0.095 1.36 0.084 1.19 0.098 1.35
vat_2000_2 -0.051 -1.27 0.009 0.22 -0.001 -0.03 0.008 0.20 0.000 0.00
Euro_2002 0.042 0.85 0.043 0.85 0.047 0.91 0.037 0.71 0.038 0.71
Euro_2002_2 -0.101 -4.73 -0.018 -0.81 -0.020 -0.88 -0.005 -0.21 -0.009 -0.39
q1 -2.274 -95.92 -2.188 -83.52 -2.368 -65.48 -1.380 -57.72 -1.481 -42.48
q2 -1.451 -71.03 -1.362 -58.64 -1.467 -43.77
q3 1.232 61.35 1.356 58.53 1.429 42.79 1.341 56.30 1.425 41.09
q4 2.031 90.29 2.174 85.22 2.291 64.90
sect_c1 -0.032 -0.85 -0.086 -2.24 -0.103 -1.52 -0.086 -2.23 -0.110 -1.60
sect_c2 -0.243 -6.49 -0.199 -5.27 -0.213 -3.08 -0.227 -5.90 -0.246 -3.52
sect_c3 -0.057 -1.50 -0.279 -7.03 -0.271 -3.87 -0.279 -6.94 -0.291 -3.98
sect_c4 0.011 0.40 -0.078 -2.79 -0.078 -1.56 -0.107 -3.73 -0.105 -2.01
sect_d0 -0.148 -5.00 -0.243 -7.87 -0.294 -5.27 -0.250 -7.81 -0.318 -5.39
sect_e1 -0.189 -5.11 -0.262 -6.79 -0.335 -4.71 -0.272 -6.95 -0.360 -4.91
sect_e2 -0.019 -0.84 -0.125 -5.38 -0.132 -3.17 -0.141 -5.93 -0.148 -3.39
sect_e3 -0.135 -3.10 0.036 0.80 0.023 0.30 0.038 0.83 0.032 0.41
sect_f1 0.012 0.44 -0.101 -3.75 -0.082 -1.63 -0.154 -5.60 -0.148 -2.86
sect_f2 -0.171 -5.50 -0.206 -6.57 -0.209 -3.49 -0.254 -7.95 -0.244 -3.98
sect_f3 -0.123 -5.43 -0.104 -4.54 -0.084 -1.96 -0.122 -5.23 -0.095 -2.10
sect_f4 0.033 1.51 -0.056 -2.49 -0.066 -1.63 -0.073 -3.18 -0.074 -1.75
sect_f5 0.078 3.61 -0.047 -2.14 -0.056 -1.37 -0.061 -2.67 -0.066 -1.58
sect_f6 -0.292 -6.09 -0.344 -7.10 -0.357 -4.68 -0.378 -7.66 -0.381 -4.86
year_1999 0.027 0.74 0.078 2.06 0.075 1.81 0.093 2.40 0.098 2.30
year_2000 0.221 8.14 0.143 5.08 0.156 4.96 0.131 4.59 0.150 4.65
year_2001 -0.008 -0.34 0.011 0.45 0.018 0.67 -0.002 -0.08 0.003 0.11
year_2002 -0.105 -4.66 -0.027 -1.18 -0.013 -0.52 -0.022 -0.93 -0.011 -0.43
year_2003 -0.203 -10.67 -0.106 -5.43 -0.095 -4.45 -0.097 -4.89 -0.090 -4.11
year_2004 0.042 2.29 0.037 1.97 0.043 2.19 0.043 2.26 0.052 2.58
y_0 0.032 1.95 0.048 2.16
1st stage residuals
cum_ii_price -0.114 -22.60 -0.106 -18.87 -0.161 -22.20 -0.142 -17.50
cum_wage 0.012 1.51 0.009 1.07 0.028 2.55 0.011 0.92
cum_prod -0.028 -7.38 -0.018 -4.37 -0.042 -7.13 -0.029 -4.49
cum_sect_price -0.119 -18.44 -0.117 -16.40 -0.126 -18.85 -0.126 -16.99
rho=su/(su+sw) 0.128 22.56 0.135 22.17
LogL
Number of obs.

Ordered probit with 5 outcomes

51,067

Ordered probit with 3 outcomes

51,067
35,482

Simple Probit
method for

51,067

Rivers-Vuong

51,067

endogenous var. unobs. Heterog. endogenous var. unobs. Heterog.

-35,013 -34,074 -30,351 -29,412
51,067

Rivers-Vuong and
Wooldridge for method for Wooldridge for

Rivers-VuongRivers-Vuong and
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with

sect_b0 Agri-food industries
sect_c1 Clothing and leather goods
sect_c2 Publishing and printing
sect_c3 Pharmaceuticals, perfumes and cleaning products
sect_c4 Household equipment
sect_d0 Automotive industry
sect_e1 Shipbuilding, aircraft and rail construction
sect_e2 Mechanical equipment
sect_e3 Electrical and electronic equipment
sect_f1 Mineral products
sect_f2 Textiles
sect_f3 Wood and paper
sect_f4 Chemicals, rubber and plastics
sect_f5 Metalwork and fabricated metal products
sect_f6 Electrical and electronic components

and with rho=su/(su+sw) the share of the firm specific effect variance in the total variance.

sect_b0 is the reference sector in all regressions below.



43
ECB

Working Paper Series No 1184
April 2010

Table A2: Estimates of a flexible dynamic model

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
ii_price 0.434 49.52 1.100 5.07 1.188 5.32 1.623 5.72 1.737 5.92
ii_price(-1) -0.069 -5.75 -0.266 -2.51 -0.265 -2.43 -0.361 -2.86 -0.361 -2.77
ii_price(-2) -0.011 -0.80 -0.056 -1.51 -0.042 -1.10 -0.105 -2.07 -0.092 -1.77
ii_price(-3) 0.020 1.34 0.051 1.80 0.071 2.44 0.060 1.64 0.078 2.06
remain_cum_iip -0.010 -2.79 0.022 1.15 0.043 2.18 0.049 2.05 0.067 2.65
wage 0.024 3.28 0.170 7.05 0.181 7.31 0.213 5.38 0.231 5.63
wage(-1) 0.000 -0.04 0.012 1.08 0.011 1.00 0.001 0.05 0.005 0.25
wage(-2) 0.009 1.01 0.018 1.47 0.018 1.41 -0.007 -0.34 -0.002 -0.10
wage(-3) -0.004 -0.41 0.005 0.36 0.004 0.33 -0.054 -2.24 -0.051 -2.01
remain_cum_wage 0.009 2.71 0.046 3.59 0.048 3.53 0.004 0.22 0.015 0.79
prod 0.043 9.32 0.039 0.91 0.035 0.80 0.037 0.55 0.039 0.57
prod(-1) 0.006 1.05 0.019 2.41 0.014 1.78 0.025 2.31 0.021 1.83
prod(-2) 0.002 0.30 0.021 2.88 0.016 2.11 0.042 3.60 0.037 3.06
prod(-3) -0.009 -1.51 -0.002 -0.26 -0.009 -1.06 -0.010 -0.73 -0.019 -1.32
remain_cum_prod 0.007 3.06 0.039 6.46 0.033 5.00 0.058 6.14 0.052 5.02
sect_price 0.238 18.11 0.148 10.58 0.163 11.20 0.160 11.18 0.179 11.92
sect_price(-1) 0.022 1.36 0.107 4.66 0.118 4.98 0.103 4.39 0.115 4.76
sect_price(-2) 0.003 0.14 0.102 4.29 0.110 4.46 0.112 4.59 0.124 4.88
sect_price(-3) -0.011 -0.55 0.103 3.73 0.114 3.98 0.112 3.96 0.126 4.29
remain_cum_price -0.006 -1.52 0.055 4.46 0.055 4.17 0.059 4.63 0.063 4.59
vat_2000 0.087 1.26 0.069 0.96 0.078 1.07 0.082 1.11 0.092 1.21
vat_2000_2 -0.141 -3.45 -0.134 -3.01 -0.152 -3.30 -0.131 -2.91 -0.145 -3.09
Euro_2002 0.064 1.24 0.041 0.64 0.047 0.71 0.062 0.97 0.066 1.01
Euro_2002_2 -0.073 -3.35 -0.020 -0.89 -0.017 -0.72 -0.008 -0.33 -0.005 -0.22
q1 -2.315 -95.64 -2.194 -76.48 -2.373 -62.19 -1.389 -53.03 -1.480 -40.47
q2 -1.473 -70.60 -1.348 -52.22 -1.447 -40.79 1.427 54.49 1.535 41.99
q3 1.308 63.61 1.460 56.40 1.551 43.70
q4 2.174 92.91 2.349 82.35 2.487 65.87
sect_c1 -0.031 -0.81 -0.103 -2.52 -0.125 -1.80 -0.072 -1.76 -0.097 -1.37
sect_c2 -0.264 -6.94 -0.239 -6.19 -0.253 -3.53 -0.249 -6.31 -0.267 -3.64
sect_c3 -0.054 -1.40 -0.233 -5.34 -0.230 -3.18 -0.216 -4.80 -0.232 -3.10
sect_c4 0.010 0.34 -0.080 -2.71 -0.087 -1.68 -0.111 -3.63 -0.107 -1.94
sect_d0 -0.169 -5.60 -0.303 -9.16 -0.370 -6.49 -0.293 -8.45 -0.367 -6.02
sect_e1 -0.184 -4.88 -0.289 -7.02 -0.364 -5.03 -0.248 -5.82 -0.337 -4.46
sect_e2 -0.058 -2.54 -0.201 -7.24 -0.214 -4.76 -0.202 -7.34 -0.220 -4.79
sect_e3 -0.073 -1.66 0.012 0.24 -0.002 -0.03 0.056 1.15 0.057 0.72
sect_f1 -0.015 -0.56 -0.102 -3.57 -0.096 -1.83 -0.157 -5.32 -0.161 -2.99
sect_f2 -0.156 -4.95 -0.186 -5.73 -0.183 -2.93 -0.215 -6.46 -0.200 -3.17
sect_f3 -0.137 -6.01 -0.141 -5.80 -0.131 -2.90 -0.149 -6.16 -0.122 -2.66
sect_f4 -0.006 -0.25 -0.124 -4.49 -0.149 -3.33 -0.133 -4.90 -0.148 -3.29
sect_f5 -0.008 -0.37 -0.143 -4.69 -0.165 -3.63 -0.156 -5.30 -0.173 -3.81
sect_f6 -0.298 -6.11 -0.346 -7.03 -0.367 -4.78 -0.388 -7.71 -0.397 -5.02
year_1999 -0.057 -1.52 -0.045 -0.86 -0.049 -0.88 -0.086 -1.53 -0.082 -1.38
year_2000 0.134 4.80 0.046 1.16 0.057 1.33 -0.012 -0.27 0.000 0.01
year_2001 0.061 2.52 0.134 4.48 0.159 4.87 0.126 4.10 0.150 4.47
year_2002 -0.108 -4.70 -0.033 -1.35 -0.008 -0.31 -0.026 -1.05 -0.005 -0.17
year_2003 -0.184 -9.47 -0.112 -5.50 -0.090 -4.04 -0.096 -4.61 -0.077 -3.36
year_2004 -0.051 -2.67 -0.141 -3.51 -0.146 -3.50 -0.137 -3.58 -0.140 -3.52

method for Wooldridge for method for Wooldridge for
endog. var. unobs. heterog. endog. var. unobs. heterog.

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Simple Probit Rivers-Vuong Rivers-Vuong and Rivers-Vuong Rivers-Vuong and
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Table A2 (cont.): Estimates of a flexible dynamic model

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
y_0 0.043 2.64 0.060 2.72
1st stage residuals
ii_price -0.708 -3.26 -0.753 -3.37 -1.101 -3.88 -1.162 -3.96
ii_price(-1) 0.061 0.57 0.071 0.65 0.066 0.51 0.083 0.62
ii_price(-2) 0.019 0.47 0.019 0.45 0.014 0.24 0.019 0.33
ii_price(-3) -0.063 -1.94 -0.068 -2.03 -0.099 -2.28 -0.099 -2.20
remain_cum_iip -0.037 -1.92 -0.045 -2.27 -0.061 -2.48 -0.063 -2.45
wage -0.157 -6.21 -0.170 -6.52 -0.227 -5.37 -0.244 -5.57
wage(-1) 0.008 0.44 0.006 0.32 0.044 1.26 0.016 0.45
wage(-2) 0.032 1.70 0.024 1.22 0.150 4.45 0.112 3.19
wage(-3) 0.027 1.43 0.017 0.84 0.149 4.32 0.117 3.25
remain_cum_wage -0.029 -2.21 -0.034 -2.45 0.015 0.84 -0.003 -0.15
prod 0.003 0.07 0.005 0.11 0.022 0.32 0.018 0.25
prod(-1) -0.068 -5.33 -0.052 -3.93 -0.094 -4.67 -0.076 -3.60
prod(-2) -0.065 -5.55 -0.050 -4.10 -0.113 -5.98 -0.096 -4.88
prod(-3) -0.021 -1.77 -0.006 -0.52 -0.030 -1.53 -0.011 -0.54
remain_cum_prod -0.036 -5.58 -0.028 -4.00 -0.054 -5.29 -0.042 -3.85
sect_price(-1) -0.240 -6.90 -0.240 -6.71 -0.257 -7.05 -0.258 -6.84
sect_price(-2) -0.175 -4.99 -0.173 -4.81 -0.198 -5.40 -0.198 -5.24
sect_price(-3) -0.185 -4.97 -0.203 -5.27 -0.218 -5.66 -0.239 -5.96
remain_cum_price -0.061 -4.70 -0.055 -3.98 -0.067 -5.00 -0.063 -4.42
rho=su/(su+sw) 0.128 22.76 0.134 22.29
LogL

Rivers-Vuong Rivers-Vuong and

endog. var. unobs. heterog. endog. var. unobs. heterog.
method for Wooldridge for method for Wooldridge for

-29,022

Ordered probit with 3 outcomes
Simple Probit

Ordered probit with 5 outcomes

-34,068 -33,632 -32,676

Rivers-Vuong Rivers-Vuong and

-28,086
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Table A3: Estimates of a model with asymmetries

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
ii_price -0.355 -0.74 1.370 5.87 0.282 0.38 1.530 4.33
ii_price(-1) 0.232 1.17 -0.271 -2.29 0.091 0.34 -0.225 -1.46
ii_price(-2) 0.041 0.55 -0.046 -0.66 -0.001 -0.01 -0.025 -0.26
ii_price(-3) 0.068 0.85 0.085 1.19 0.014 0.12 0.135 1.45
remain_cum_iip 0.132 1.95 0.022 0.35 0.182 1.39 0.030 0.33
wage 0.988 1.54 0.210 6.21 2.432 2.66 0.400 4.30
wage(-1) -0.067 -2.30 0.034 2.90 -0.054 -1.07 0.006 0.23
wage(-2) -0.027 -0.83 0.040 2.46 -0.071 -1.20 0.052 1.46
wage(-3) -0.027 -0.62 0.035 1.17 -0.066 -1.00 0.039 0.76
remain_cum_wage -0.016 -0.39 0.054 2.75 -0.240 -1.87 0.017 0.71
prod 0.298 2.42 -0.223 -2.00 0.193 1.02 -0.116 -0.49
prod(-1) -0.050 -1.50 0.065 3.24 -0.015 -0.28 0.070 2.00
prod(-2) -0.005 -0.25 0.047 2.91 0.018 0.54 0.071 2.56
prod(-3) -0.031 -1.25 0.027 1.33 -0.009 -0.27 0.022 0.66
remain_cum_prod -0.100 -1.40 0.119 3.14 -0.061 -0.58 0.119 2.12
sect_price 0.039 1.37 0.204 10.08 0.047 1.61 0.223 10.54
sect_price(-1) 0.100 2.42 0.077 1.66 0.070 1.63 0.161 3.20
sect_price(-2) -0.037 -0.77 0.221 5.15 -0.003 -0.07 0.226 5.07
sect_price(-3) 0.025 0.35 0.167 2.59 0.058 0.90 0.158 2.47
remain_cum_price 0.019 1.01 0.058 1.88 0.004 0.21 0.096 2.85
vat_2000 0.028 0.36 0.196 1.94
vat_2000_2 -0.122 -2.43 -0.090 -1.81
Euro_2002 0.081 1.16 0.068 1.05
Euro_2002_2 -0.058 -2.09 -0.007 -0.23
q1 -1.971 -21.72 -1.142 -11.89
q2 -1.117 -12.46
q3 1.697 18.89 1.679 17.45
q4 2.585 28.46
sect_c1 -0.140 -1.43 -0.132 -1.55
sect_c2 -0.077 -1.23 -0.151 -2.19
sect_c3 -0.226 -2.13 -0.250 -2.53
sect_c4 0.015 0.26 -0.041 -0.75
sect_d0 -0.248 -3.83 -0.237 -3.97
sect_e1 -0.221 -2.67 -0.173 -2.50
sect_e2 -0.095 -1.82 -0.085 -1.70
sect_e3 -0.085 -1.02 -0.049 -0.66
sect_f1 0.020 0.33 -0.081 -1.28
sect_f2 -0.188 -2.96 -0.185 -3.38
sect_f3 -0.070 -2.02 -0.109 -3.24
sect_f4 -0.075 -2.10 -0.070 -2.03
sect_f5 -0.098 -2.37 -0.122 -3.13
sect_f6 -0.241 -4.06 -0.275 -4.19
year_1999 0.029 0.29 0.049 0.49
year_2000 0.077 1.34 0.056 1.02
year_2001 0.121 2.76 0.122 2.79
year_2002 -0.007 -0.18 -0.001 -0.04
year_2003 -0.115 -3.27 -0.075 -1.96
year_2004 -0.184 -4.41 -0.114 -2.53

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Effect of a Effect of an Effect of a Effect of an

decrease in x increase in x decrease in x increase in x
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Table A3 (cont.): Estimates of a model with asymmetries

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
1st stage residuals
ii_price -0.993 -4.25 0.778 1.61 -1.037 -2.93 0.291 0.39
ii_price(-1) 0.101 0.84 -0.537 -2.67 -0.007 -0.05 -0.527 -1.92
ii_price(-2) -0.004 -0.06 -0.071 -0.87 -0.105 -1.05 -0.045 -0.35
ii_price(-3) -0.127 -1.71 -0.043 -0.50 -0.219 -2.23 0.000 0.00
remain_cum_iip -0.031 -0.49 -0.153 -2.26 -0.034 -0.37 -0.207 -1.58
wage -0.190 -5.47 -1.020 -1.59 -0.403 -4.25 -2.473 -2.70
wage(-1) -0.044 -2.12 0.123 1.81 -0.043 -0.97 0.194 1.93
wage(-2) -0.018 -0.82 0.096 1.65 0.043 0.90 0.134 1.39
wage(-3) -0.021 -0.63 0.016 0.25 0.013 0.22 0.150 1.57
remain_cum_wage -0.046 -2.30 0.018 0.40 -0.010 -0.39 0.223 1.67
prod 0.283 2.52 -0.275 -2.23 0.195 0.83 -0.154 -0.82
prod(-1) -0.085 -3.28 -0.044 -1.15 -0.077 -1.70 -0.138 -2.25
prod(-2) -0.064 -2.90 -0.074 -2.84 -0.104 -2.74 -0.140 -3.28
prod(-3) -0.004 -0.17 -0.046 -1.56 0.010 0.25 -0.113 -2.56
remain_cum_prod -0.112 -2.95 0.087 1.22 -0.109 -1.94 0.047 0.45
sect_price(-1) -0.256 -4.47 -0.162 -2.20 -0.377 -6.06 -0.086 -1.12
sect_price(-2) -0.293 -5.36 -0.044 -0.60 -0.316 -5.47 -0.067 -0.88
sect_price(-3) -0.279 -3.83 -0.046 -0.52 -0.290 -3.94 -0.101 -1.19
remain_cum_price -0.065 -2.08 -0.023 -1.15 -0.106 -3.07 -0.008 -0.39
LogL

Note: The estimates presented in this table are those obtained using Rivers-Vuong approach.

Ordered probit with 5 outcomes Ordered probit with 3 outcomes

-33,543 -28,954

decrease in x increase in x decrease in x increase in x
Effect of a Effect of an Effect of a Effect of an
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Table 1: Changes in the environment and price changes

Change in No change in Total
the environment the environment

Price change 16.6% 2.4% 19%
No price change 60.9% 20.1% 81%
Total 77.4% 22.6% 100%

Source: Banque de France business surveys merged with the
ACEMO survey.
The dataset contains 51,067 observations about 2,401 firms and the
sample period is October 1998 to December 2005.

Table 2: Probability of a price change, conditional on cost variations

Probability Price change
of occurrence conditional on

cost variations
Change in input prices and wages 6.1% 39.7%
Change in input prices only 20.1% 36.7%
Change in wages only 16.0% 13.9%
No change in input prices nor wages 57.8% 12.1%
Total 100% 19.0%

Source: Banque de France business surveys merged with the ACEMO
survey.
The dataset contains 51,067 observations about 2,401 firms and the
sample period is October 1998 to December 2005.
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Table 3: Probability of price increases/decreases, conditional on cost variations

Probability Price decrease Price increase
of occurrence conditional on conditional on

changes in t changes in t
Decrease in both input price and wage 0.2% 27.0% 10.0%
Increase in both input price and wage 3.6% 9.5% 31.1%
Decrease in input price (wage stable or increased) 7.7% 28.4% 7.8%
Increase in input price (wage stable or decreased) 14.6% 8.0% 29.2%
No change in input price (wage stable or decreased) 59.9% 6.3% 5.7%
No change in input price and wage increased 14.0% 6.5% 7.8%

Source: Banque de France business surveys merged with the ACEMO survey.
The dataset contains 51,067 observations about 2,401 firms and the sample period is October 1998
to December 2005.

Table 4: Probability of a price change, conditional on production and cost changes

Probability Price change
of occurrence conditional on

changes in t
Change in both costs and production 27.4% 30.1%
Change in costs only 14.8% 25.4%
Change in production only 35.3% 12.9%
No change in costs nor production 22.5% 10.8%
Total 100% 19.0%

Source: Banque de France business surveys merged with the ACEMO survey.
The dataset contains 51,067 observations about 2,401 firms and the sample
period is October 1998 to December 2005.
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Business surveys Econometric

Industry   full database   sample

DA. - Food products, beverages and tobacco 16.7% 16.6%
DB. - Textiles and textile products 6.8% 4.0%
DC. - Leather and leather products 1.7% 1.7%
DD - Wood and wood products 3.7% 2.9%
DE - Pulp, paper and paper products 8.2% 8.8%
DF - Coke, refined petroleum and nuclear fuel           -       -
DG - Chemicals, chemical products 7.4% 7.4%
DH - Rubber and plastic products 5.7% 6.5%
DI - Other non-metallic mineral products 4.8% 5.4%
DJ - Basic metals and fabricated metal products 16.2% 16.6%
DK- Machinery and equipment n.e.c. 9.4% 9.0%
DL - Electrical and optical equipment 9.0% 7.8%
DM - Transport equipment 5.8% 8.2%
DN. - Manufacturing n.e.c 4.6% 5.1%

Number of firms 4,032 1,006

Source: Banque de France business surveys merged with the ACEMO survey
conducted by the French Ministry of Labor and Social Affairs. The dataset contains
51,057 ovservations from 2,401 firms observed monthly between October 1998 and
December 2005.

Table 5: Sectoral breakdown of the initial database and of the econometric
sample as of January 2005.
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Price changes 18.6% 19.0%
      of which increases 10.9% 10.5%
      of which decreases 7.7% 8.5%

Intermediate input price changes 24.1% 26.2%
      of which increases 17.0% 18.2%
      of which decreases 7.1% 8.0%

Wage changes(14) 18.1% 22.1%
      of which increases 14.7% 19.3%
      of which decreases 3.4% 2.8%

Production level changes 62.1% 62.7%
      of which increases 36.1% 34.8%
      of which decreases 26.0% 27.9%

Number of observations

Table 6: Frequency of price, costs and production level changes
/increases /decreases in the initial database and in the econometric
sample.

(14) The initial database considered here for wage changes is extracted from
the ACEMO survey database; it includes about 600,000 observations about
wage changes at the establishment level.

479,744 51,067

Business surveys
full database

Econometric
sample
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Table 7: State-dependent model estimates

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
cum_ii_price 0.041 17.82 0.127 29.36 0.144 28.48 0.181 29.06 0.195 27.06
cum_wage -0.003 -1.10 0.001 0.07 -0.001 -0.07 -0.015 -1.45 -0.010 -0.83
cum_prod 0.008 4.90 0.032 9.63 0.025 6.62 0.046 9.12 0.038 6.69
cum_sect_price 0.013 4.59 0.105 18.99 0.110 17.36 0.109 19.18 0.117 17.95
vat_2000 0.122 1.79 0.080 1.17 0.095 1.36 0.084 1.19 0.098 1.35
vat_2000_2 -0.051 -1.27 0.009 0.22 -0.001 -0.03 0.008 0.20 0.000 0.00
Euro_2002 0.042 0.85 0.043 0.85 0.047 0.91 0.037 0.71 0.038 0.71
Euro_2002_2 -0.101 -4.73 -0.018 -0.81 -0.020 -0.88 -0.005 -0.21 -0.009 -0.39
q1 -2.274 -95.92 -2.188 -83.52 -2.368 -65.48 -1.380 -57.72 -1.481 -42.48
q2 -1.451 -71.03 -1.362 -58.64 -1.467 -43.77
q3 1.232 61.35 1.356 58.53 1.429 42.79 1.341 56.30 1.425 41.09
q4 2.031 90.29 2.174 85.22 2.291 64.9
rho=su/(su+sw) 0.128 22.56 0.135 22.17
LogL
Number of obs.

Note: All the estimated models include industry specific and year dummies. The last two models also include
estimated first-step residuals to tackle the endogeneity of the state-dependent regressors "à la Rivers-Vuong"; see
the appendix for complete results.

51,067

method for

51,067
-35,013

Wooldridge for

51,067
-34,074

endogenous var. unobs. Heterog.

51,067
35,482

Ordered probit with 5 outcomes
Simple Probit

Ordered probit with 3 outcomes
Rivers-Vuong Rivers-Vuong and Rivers-Vuong andRivers-Vuong

endogenous var. unobs. Heterog.

-30,351 -29,412

Wooldridge formethod for

51,067

Table 8: Marginal effects / State-dependent model

margin. effect Z-stat margin. effect Z-stat margin. effect Z-stat margin. effect Z-stat
cum_ii_price -0.79% -27.78 0.90% 27.86 -1.20% -28.41 1.41% 28.78
cum_wage -0.01% -0.07 0.01% 0.07 0.25% 1.45 -0.30% -1.45
cum_prod -0.33% -9.57 0.37% 9.58 -0.41% -9.11 0.49% 9.11
cum_sect_price -0.69% -18.53 0.79% 18.57 -0.92% -18.98 1.09% 19.08

Note: The marginal effects are giving the probability change associated with a 1% change in the X variables. They
have been computed using the Rivers-Voung estimates.

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Probability of a Probability of an
small decrease

observ. prob. = 7.00% observ. prob. = 8.42% observ. prob. = 8.44% observ. prob. = 10.54%

Probability of a Probability of a
increasesmall increase decrease
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Table 9: Estimates of a flexible dynamic model

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
ii_price 0.434 49.52 1.100 5.07 1.188 5.32 1.623 5.72 1.737 5.92
ii_price(-1) -0.069 -5.75 -0.266 -2.51 -0.265 -2.43 -0.361 -2.86 -0.361 -2.77
ii_price(-2) -0.011 -0.80 -0.056 -1.51 -0.042 -1.10 -0.105 -2.07 -0.092 -1.77
ii_price(-3) 0.020 1.34 0.051 1.80 0.071 2.44 0.060 1.64 0.078 2.06
remain_cum_iip -0.010 -2.79 0.022 1.15 0.043 2.18 0.049 2.05 0.067 2.65
wage 0.024 3.28 0.170 7.05 0.181 7.31 0.213 5.38 0.231 5.63
wage(-1) 0.000 -0.04 0.012 1.08 0.011 1.00 0.001 0.05 0.005 0.25
wage(-2) 0.009 1.01 0.018 1.47 0.018 1.41 -0.007 -0.34 -0.002 -0.10
wage(-3) -0.004 -0.41 0.005 0.36 0.004 0.33 -0.054 -2.24 -0.051 -2.01
remain_cum_wage 0.009 2.71 0.046 3.59 0.048 3.53 0.004 0.22 0.015 0.79
prod 0.043 9.32 0.039 0.91 0.035 0.80 0.037 0.55 0.039 0.57
prod(-1) 0.006 1.05 0.019 2.41 0.014 1.78 0.025 2.31 0.021 1.83
prod(-2) 0.002 0.30 0.021 2.88 0.016 2.11 0.042 3.60 0.037 3.06
prod(-3) -0.009 -1.51 -0.002 -0.26 -0.009 -1.06 -0.010 -0.73 -0.019 -1.32
remain_cum_prod 0.007 3.06 0.039 6.46 0.033 5.00 0.058 6.14 0.052 5.02
sect_price 0.238 18.11 0.148 10.58 0.163 11.20 0.160 11.18 0.179 11.92
sect_price(-1) 0.022 1.36 0.107 4.66 0.118 4.98 0.103 4.39 0.115 4.76
sect_price(-2) 0.003 0.14 0.102 4.29 0.110 4.46 0.112 4.59 0.124 4.88
sect_price(-3) -0.011 -0.55 0.103 3.73 0.114 3.98 0.112 3.96 0.126 4.29
remain_cum_price -0.006 -1.52 0.055 4.46 0.055 4.17 0.059 4.63 0.063 4.59
vat_2000 0.087 1.26 0.069 0.96 0.078 1.07 0.082 1.11 0.092 1.21
vat_2000_2 -0.141 -3.45 -0.134 -3.01 -0.152 -3.30 -0.131 -2.91 -0.145 -3.09
Euro_2002 0.064 1.24 0.041 0.64 0.047 0.71 0.062 0.97 0.066 1.01
Euro_2002_2 -0.073 -3.35 -0.020 -0.89 -0.017 -0.72 -0.008 -0.33 -0.005 -0.22
q1 -2.315 -95.64 -2.194 -76.48 -2.373 -62.19 -1.389 -53.03 -1.480 -40.47
q2 -1.473 -70.60 -1.348 -52.22 -1.447 -40.79 1.427 54.49 1.535 41.99
q3 1.308 63.61 1.460 56.40 1.551 43.70
q4 2.174 92.91 2.349 82.35 2.487 65.87
rho=su/(su+sw) 0.128 22.76 0.134 22.29
LogL

Note: All the estimated models include industry specific and year dummies. The last two models also include estimated
first-step residuals  to tackle the endogeneity of the state-dependent regressors "à la Rivers-Vuong"; see the appendix for
complete results.

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Simple Probit Rivers-Vuong Rivers-Vuong and Rivers-Vuong Rivers-Vuong and

-28,086

endog. var. unobs. heterog. endog. var. unobs. heterog.
method for Wooldridge for method for Wooldridge for

-34,068 -33,632 -32,676 -29,022
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Table 10: Marginal effects / Flexible state-dependent model

marg. effect Z-stat marg. effect Z-stat marg. effect Z-stat marg. effect Z-stat
ii_price -1.62% -5.06 1.90% 5.06 -2.27% -5.71 2.67% 5.72
ii_price(-1) 0.22% 2.51 -0.26% -2.51 0.30% 2.86 -0.36% -2.86
ii_price(-2) 0.04% 1.51 -0.04% -1.51 0.07% 2.07 -0.08% -2.07
ii_price(-3) -0.03% -1.8 0.03% 1.8 -0.03% -1.64 0.04% 1.64
remain_cum_iip -0.05% -1.15 0.06% 1.15 -0.14% -2.04 0.16% 2.04
total effect -1.44% 1.69% -2.07% 2.43%
wage -0.41% -7.03 0.48% 7.03 -0.48% -5.37 0.57% 5.38
wage(-1) -0.02% -1.08 0.02% 1.08 0.00% -0.05 0.00% 0.05
wage(-2) -0.03% -1.47 0.03% 1.47 0.01% 0.34 -0.01% -0.34
wage(-3) -0.01% -0.36 0.01% 0.36 0.07% 2.24 -0.08% -2.24
remain_cum_wage -0.45% -3.59 0.53% 3.59 -0.04% -0.22 0.04% 0.22
total effect -0.91% 1.08% -0.44% 0.52%
prod -0.04% -0.91 0.05% 0.91 -0.03% -0.55 0.04% 0.55
prod(-1) -0.02% -2.41 0.02% 2.41 -0.02% -2.31 0.02% 2.31
prod(-2) -0.02% -2.88 0.02% 2.88 -0.03% -3.6 0.03% 3.59
prod(-3) 0.00% 0.26 0.00% -0.26 0.01% 0.73 -0.01% -0.73
remain_cum_prod -0.25% -6.44 0.29% 6.44 -0.31% -6.14 0.37% 6.14
total effect -0.32% 0.38% -0.39% 0.46%
sect_price -0.17% -10.49 0.20% 10.5 -0.23% -11.13 0.27% 11.15
sect_price(-1) -0.08% -4.65 0.10% 4.65 -0.10% -4.39 0.12% 4.39
sect_price(-2) -0.06% -4.28 0.07% 4.28 -0.08% -4.58 0.10% 4.58
sect_price(-3) -0.05% -3.73 0.06% 3.73 -0.07% -3.96 0.08% 3.96
remain_cum_price -0.18% -4.45 0.22% 4.45 -0.25% -4.63 0.29% 4.63
total effect -0.55% 0.64% -0.72% 0.85%

Note: The marginal effects are giving the probability change associated with a 1% change in the X variables.  They
have been computed using the Rivers-Voung estimates.

observ. prob. = 7.00%

Probability of a
small increase

observ. prob. = 8.42% observ. prob. = 8.44% observ. prob. = 10.54%

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Probability of a

decrease
Probability of a
small decrease

Probability of an
increase
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Table 11: Estimates of a model with asymmetries

Coeff Z-stat Coeff Z-stat Coeff Z-stat Coeff Z-stat
ii_price -0.355 -0.74 1.370 5.87 0.282 0.38 1.530 4.33
ii_price(-1) 0.232 1.17 -0.271 -2.29 0.091 0.34 -0.225 -1.46
ii_price(-2) 0.041 0.55 -0.046 -0.66 -0.001 -0.01 -0.025 -0.26
ii_price(-3) 0.068 0.85 0.085 1.19 0.014 0.12 0.135 1.45
remain_cum_iip 0.132 1.95 0.022 0.35 0.182 1.39 0.030 0.33
wage 0.988 1.54 0.210 6.21 2.432 2.66 0.400 4.30
wage(-1) -0.067 -2.30 0.034 2.90 -0.054 -1.07 0.006 0.23
wage(-2) -0.027 -0.83 0.040 2.46 -0.071 -1.20 0.052 1.46
wage(-3) -0.027 -0.62 0.035 1.17 -0.066 -1.00 0.039 0.76
remain_cum_wage -0.016 -0.39 0.054 2.75 -0.240 -1.87 0.017 0.71
prod 0.298 2.42 -0.223 -2.00 0.193 1.02 -0.116 -0.49
prod(-1) -0.050 -1.50 0.065 3.24 -0.015 -0.28 0.070 2.00
prod(-2) -0.005 -0.25 0.047 2.91 0.018 0.54 0.071 2.56
prod(-3) -0.031 -1.25 0.027 1.33 -0.009 -0.27 0.022 0.66
remain_cum_prod -0.100 -1.40 0.119 3.14 -0.061 -0.58 0.119 2.12
sect_price 0.039 1.37 0.204 10.08 0.047 1.61 0.223 10.54
sect_price(-1) 0.100 2.42 0.077 1.66 0.070 1.63 0.161 3.20
sect_price(-2) -0.037 -0.77 0.221 5.15 -0.003 -0.07 0.226 5.07
sect_price(-3) 0.025 0.35 0.167 2.59 0.058 0.90 0.158 2.47
remain_cum_price 0.019 1.01 0.058 1.88 0.004 0.21 0.096 2.85
q1 -1.971 -21.72 -1.142 -11.89
q2 -1.117 -12.46
q3 1.697 18.89 1.679 17.45
q4 2.585 28.46
LogL

Note: The estimates presented in this table are those obtained using Rivers-Vuong approach.

-33,543 -28,954

decrease in x increase in x decrease in x increase in x

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Effect of a Effect of an Effect of a Effect of an
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Table 12: Marginal effects in a model with asymmetries

marg. eff. Z-stat marg. eff. Z-stat marg. eff. Z-stat marg. eff. Z-stat
ii_price -0.38% -0.74 4.09% 5.86 0.30% 0.38 4.46% 4.33
ii_price(-1) 0.16% 1.17 -0.48% -2.29 0.06% 0.34 -0.40% -1.46
ii_price(-2) 0.02% 0.55 -0.07% -0.66 0.00% -0.01 -0.04% -0.26
ii_price(-3) 0.03% 0.85 0.10% 1.19 0.01% 0.12 0.16% 1.45
remain_cum_iip 0.27% 1.95 0.12% 0.35 0.36% 1.39 0.17% 0.33
total effect 0.11% 3.76% 0.73% 4.36%
wage 0.20% 1.54 0.64% 6.20 0.90% 2.66 1.24% 4.30
wage(-1) -0.01% -2.30 0.08% 2.90 -0.02% -1.07 0.01% 0.23
wage(-2) 0.00% -0.83 0.08% 2.46 -0.02% -1.20 0.10% 1.46
wage(-3) 0.00% -0.62 0.06% 1.17 -0.02% -1.00 0.07% 0.76
remain_cum_wage -0.01% -0.39 0.64% 2.75 -0.09% -1.87 0.20% 0.71
total effect 0.17% 1.50% 0.77% 1.63%
prod 1.36% 2.42 -1.50% -2.00 0.73% 1.02 -0.65% -0.49
prod(-1) -0.18% -1.50 0.34% 3.24 -0.05% -0.28 0.31% 2.00
prod(-2) -0.02% -0.25 0.21% 2.91 0.04% 0.54 0.27% 2.56
prod(-3) -0.08% -1.25 0.11% 1.33 -0.02% -0.27 0.07% 0.66
remain_cum_prod -0.41% -1.40 1.46% 3.14 -0.20% -0.58 1.21% 2.12
total effect 0.67% 0.62% 0.50% 1.21%
sect_price 0.04% 1.37 0.54% 10.01 0.06% 1.61 0.74% 10.52
sect_price(-1) 0.09% 2.41 0.15% 1.66 0.08% 1.63 0.39% 3.20
sect_price(-2) -0.03% -0.77 0.35% 5.14 0.00% -0.07 0.44% 5.06
sect_price(-3) 0.02% 0.35 0.23% 2.59 0.05% 0.90 0.27% 2.47
remain_cum_price 0.03% 1.01 0.33% 1.88 0.01% 0.21 0.69% 2.85
total effect 0.15% 1.60% 0.19% 2.53%

on the prob. of a on the prob. of a on the prob. of a on the prob. of a

price decrease price increase
price decrease price increasesmall small

obs. prob. = 8.42% obs. prob. = 8.42% obs. prob. = 10.54% obs. prob. = 10.54%

decrease in x increase in x decrease in x increase in x

Ordered probit with 5 outcomes Ordered probit with 3 outcomes
Effect of a Effect of an Effect of a Effect of an
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