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ABSTRACT

The Relative Effectiveness of Selected Active Labour .
Market Programmes and the Common Support Problem

For Germany, we analyse the (relative) effects of participation in several active labour market
programmes on the employment prospects of participants. First, our results show that
different matching algorithms result in different severe problems of common support. Second,
we obtain favourable effects of participation in training programmes, which is not true for job
creation schemes. Third, while lock-in effects are smaller for shorter programmes, long
retraining shows mainly positive effects compared to shorter training at the end of the
observation period. Fourth, participants in job creation schemes are too different from
participants in training programmes to conduct a reliable comparison.
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INTRODUCTION

During the last years, the evaluation of activeolabmarket programmes has become a central
research topic in many countries: Policy and adstiaiion have increasingly been interested in
topics such as programme effectiveness and eftigiefit the same time, the development of
comprehensive merged data sets — covering times&hployment, programme participation
and employment — laid the groundwork for furthesearch. Although methodological ad-
vancements (Imbens, 1999; Lechner, 2001) have d@stethe often used framework for the
estimation of causal treatment effects (Rubin, 19%dckman et al., 1999) to pairwise pro-
gramme comparisons, most evaluation studies haalgsad the effects of being or not being in

a particular programme.

For Germany, our study analyses the relative affecéss of participation in different variants
of further vocational training, short-training pragymes and job creation schemes. Average
programme effects on participants are estimatecbhyparing the group of those joining a par-
ticular programme during March 2003 with groupssivhilar persons that did enter either no
programme or one of the other programmes durirg ivnth. Outcome variables are cumu-
lated days spent in regular employment during tBey8ars after programme start as well as the
share in regular employment at the end of the @hsien period. To choose adequate compari-
son groups we apply propensity score matching;dtita used are provided by the TrEffeR-

database of the German Public Employment Service.

Our paper complements the existing literature myaiyl two aspects: First, the knowledge on
the relative effectiveness of participation in diffint programmes is still sparse for Germany.
The results of the few studies available differtlyamwe analyse more recent programme en-
tries, and we distinguish between two very différeariants of short training programmes.

Second, we pay particular attention to the proldéecommon support that arises when estimat-



ing relative programme effectiveness (Lechner 2@0M@) conclude that not all programme vari-

ants might be compared.

Section Il provides a brief survey on the programrnmyestigated, while Section Ill sketches
previous research results. Section IV depicts tlauation approach. Section V discusses the
applied method, paying particular attention to toenmon support problem. Section VI then
informs about data and variables used in the eogpieinalysis. Our empirical findings are de-

scribed in section VII. We draw some conclusionSéation VIII.

Il PROGRAMME FEATURES

Unemployment in Germany had been rising for margrgieAs a consequence, major labour
market reforms were enacted from 2003 to 2005. Metvuments of active labour market pol-
icy were implemented, existing programmes were fiemt]/i the German Public Employment
Service was reorganised, and former unemploymesistaace and social assistance were con-
solidated into a new means-tested basic social foameeedy unemployed job-seekers. Unem-
ployment reached its maximum with on average 4l8amiunemployed persons in 2005. Since
2005 unemployment has declined substantially, ¢agsnally adjusted) 3.2 million registered
unemployed persons in August 2008. Active labourketaprogrammes have the main objec-
tive to improve the employment prospects of pgstiois and to avoid or shorten periods of
unemployment. Table 1 shows entries into the magortant German labour market pro-

grammes from 2000 to 2006 (see Bernhard et al8,400 details).

Our analysis is restricted to three of the largesgrammes: We analyse variants of further
vocational training, short training programmes gotal creation schemes. Programme features
as well as evaluation results will be describethin following. Further important programmes

are in particular wage subsidies, start-up subsidi® contracting-out to private agencies.



Table 1 Entries in important German labour market programmes
during 2000-2006 (in 1000)

Programme 2000/ 2001| 2002| 2003| 2004| 2005 | 2006
Further vocational training-rderung beruflicher Weiterbildung 523| 442| 455| 255| 185 132 247
Short training TrainingsmafRnahmen 485/ 551| 865| 1064| 1188 894 978
Job creation schemeAipeitsbeschaffungsmalnahmen, $AM 318 246| 215/ 179 161 80 80
Job creation scheme W(beitsgelegenheitdn - - - - - 630 742
Wage subsidyHingliederungszuschuss 152 127, 188| 183| 157| 134| 217
Start-up subsidy I({berbriickungsgeld 93 96| 125/ 159| 183 157 108
Start-up subsidy lIExistenzgrindungszuschyss - - - 95| 168 91 43
Start-up subsidy lllGrindungszuschuls - - - - - - 34
Contracting-out to private agencide@uftragung privater Drittgr - - - - 635 426/ 301

*) Numbers are available since 2004, while difféneariants started already in 1998 (contracting-out
subtasks of placement) and 2002 (contracting-¢épiatement services).
Source: Statistics Department of the German Plbtiployment Service (Data-Warehouse).

For a long time further vocational training&rderung beruflicher Weiterbildung, FhWas
been one of the most important German labour mamkeggrammes. During the first half of this
decade, the number of entries decreased (as wtlkeasverage programme duration); but the
number of entries increased again in 2006. Furtioeational training updates and extends
professional qualifications. It encompasses a raoig@ifferent treatments, which can be
broadly classified in qualification programmes,irtiag within “practice firms” (which offer
practical occupational training, but are no “reaimpanies) and long retraining programmes.
The latter might be granted to persons without detep vocational training or to unemployed
who did not practice a corresponding job for tte faur years. Direct training costs for further
vocational training programmes are paid by the ieubployment Service, and participants
receive a subsistence allowance that usually eghalsunemployment compensation. Since
2003 access to further training programmes is ghtitirough training vouchers that specify
training target, programme duration, regional scape period of validity. A caseworker issues
a training voucher to a potential participant, wias then to find a training provider offering an
adequate course, who is also willing to sign in Hudder of the voucher. Kruppe (2008)
showed that hard-to-place unemployed a) receiveugher less often and b) make use of the

voucher less often.



Since 2001, short training programmé&sainingsmalRnahmen, Thre the programme with the
highest number of programme entries. Programmetidaras, however, short and varies from
two to eight weeks. Short training programmes haweaumber of different objectives: They
could improve knowledge and skills, test the octiopal aptitude of the employee, check
whether unemployed are suited for further longemteneasures, support job-search by job
application training, or verify an employee's aahility and willingness to work. Training
measures are conducted by providers (classroopipoement in a firm (firm-internal). Similar
to further vocational training programmes, diremigsamme costs are paid by the Public Em-
ployment Service, while participants continue toeige unemployment compensation. Partici-
pation in a short firm-external training programmil be often suggested by the caseworker
and then conducted by providers (Kurtz 2003). Sfiortinternal training requires additionally
that a firm is willing to offer the training oppartity to a potential participant. Employers
might use the training to test the productivitytieé unemployed person without incurring any
wage costs; this raises also the danger of deatitviEigses if an employer would have hired

the unemployed in question anyway.

Job creation programmes had been an importanuimstit at the beginning of this decade, but
then lost importance until 2004. Our analysis ¥attus on the most important traditional vari-
ant of job creation schemearpeitsbeschaffungsmafZinahmen, ABMat are mostly conducted

in the public and non-commercial sector. They sthquibvide the last chance to stabilise and
qualify unemployed persons for later re-integratioto regular employment. The tasks carried
out during participation have to be of “additionakiture (they would not be executed without
the subsidy) and of public interest. Until 2004args paid for job creation schemes were based
upon an “allowable” remuneration and covered péithe costs. Currently, a lump sum pay-
ment is granted, the amount of which varies with glualification required. The regular dura-
tion of participation in a job creation schemedingted to 12 months, while exemptions are

possible. A further varianStrukturanpassungsmafinahmen, $Akd been in place from 2003



to 2004, with the purpose to maintain or improvgioeal infrastructure and environment
whereas providers received a monthly lump sum payrfe participants. The regular pro-
gramme duration was 36 months, but could even blempged. In 2005, a new a variant of job
creation schemes was introduced for the new gréungedy job seekers receiving basic social
care @Arbeitsgelegenheitear Ein-Euro-Job¥, which now plays a major role. This programme

provides only a modest additional reimbursementork.

1] LITERATURE REVIEW

A considerable number of papers investigated tfectifeness of further vocational training
programmes in Germany, comparing participants witmparable non-participants. Lechner et
al. (2005; 2007), Fitzenberger et al. (2006) artdefiberger and Volter (2007) analysed the
long-run effects up to seven years after prograrantey, focusing mainly on unemployment
entries during 1993/94. In the long run, they geterfound positive effects of further voca-
tional training. However, because programme effacésrather weak, it may take some time
until the estimated effect turns positive. For mogeent programme entries during the years
2000 to 2002 the evidence is mixed: Wunsch and hexcii2008) restricted their sample to
West Germany and individuals aged 25 and 49. Tiesults showed that further vocational
training — and other programmes — had mostly negati insignificant effects on employment
rates of participants 30 months after programme. dB&ewen et al. (2007) found positive ef-
fects on employment rates of participants of agéo2s3 for programmes of short and medium
duration in West Germany (but not in East Germaary) particular groups of unemployed.
Rinne et al. (2007) obtained — two years after gowgne entry — positive effects of participa-
tion in medium length programmes on the employnpeababilities of participants in all sub-
groups investigated, covering participants of ageol65. Hujer et al. (2006a) applied duration

analysis to East German data from the years 1928®@. Their main result is that participa-



tion in further vocational training prolonged undayment duration during the period investi-

gated.

For short training programmes, Biewen et al. (20f@nd mostly positive effects of short
training-programs, while Wunsch and Lechner (2008yho separately analysed short com-
bined measures, jobseeker assessment and shomdréor minor adjustment of skills — did
not. The duration analysis of Hujer et al. (2008hywed that the risk of entering employment
is significantly higher for individuals participag in a short-training programme. Wolff and
Jozwiak (2007) distinguished between short clagartraining and short training within firms
for individuals and investigated the effect on #mployment prospects of needy job-seekers,
who receive the new basic social care. They shawatiboth variants had positive effects,
which are much larger for short training withinnfis. Bttner (2008) used data from a social
experiment on short-training programmes to testatvelability of the unemployed. His main
result was that it is the notification of treatmeather than participation that has an effect on

leaving unemployment.

Entries into job creation schemes — with an avedhgation of 9 to 11 months — have been
investigated by Caliendo et al. (2006; 2008a; 20@8td Hujer and Thomsen (2006). The au-
thors applied statistical matching methods; thegdsed no age restrictions, but estimated het-
erogeneous effects for groups of participants. &lyears after programme entry (in February
2000) these effects turned out to be mostly negathinsignificant. Exceptions were long-term
unemployed, highly qualified men and older womeMiest Germany. Wunsch and Lechner
(2008) also obtained negative effects of partiégipain this programme on the employment
prospects of participants. Hujer and Zeiss (20066\w&d for East Germany that participation in
job creation schemes increases individual unemptoynduration of participants, using the
timing-of-events method. Recent results on the f@we-Euro-Jobs” (Hohmeyer and Wolff

2007), introduced in 2005, highlighted the effeetenogeneity of this programme. The authors



found slightly positive effects in particular foagicipants from West Germany and individuals

out of regular employment for a longer time period.

What are the results of cross-programme comparifmn&ermany? First evidence was pre-
sented by Lechner et al. (2005), who compared qyaatits in practice firms, short and long
programmes providing professional skills as weltetsaining, for programmes starting during
1994/95. In the long run, seven years after prograrstart, they obtained few significant dif-
ferences between programme effects (Table 6.2, Y4€hpg more recent data, Biewen et al.
(2007) conducted pairwise evaluations of severdghé&ur vocational training programmes and
short training programmes. They observed labouketaysutcomes of participants for a period
of 2 to 2.5 years after treatment start. A mainulteis that participants in short training pro-
grammes would not have improved their latter emplent rates by attending longer classroom
or practical training. Longer classroom trainingwkd no advantage for the treated, compared
to the other programme variants. However, pracfigdher training was often more effective
for participants than another training variant vabblave been. Wunsch and Lechner (2008)
compared an even wider range of programmes, disghong three kinds of short training pro-
grammes, four variants of further vocational tragpiand public employment schemes. Their
pairwise comparisons (Table 7, 169) showed at0.05 nearly no significant effect of partici-
pation in one programme — compared to participaitioanother programme — on the employ-
ment rates 2.5 years after treatment start. Exaeptivere long retraining programmes that had
a significant negative effect on employment ratepanticipants compared to most other pro-
grammes. Kluve et al. (2007) used a different tegnto compare the effects of training of
different lengths, restricted to programmes thatewet leading to the acquisition of a degree:
Estimating a dose-reponse function and adjustimgcwvariate-imbalance, they obtained an
increasing dose-response for treatments up to &9€ and concluded that longer programs do
not add an additional treatment effect. Their ooteosariables were the employment probabil-

ity two years after programme entry and one year @irogramme exit.



Finally, we sketch the results of several compaeatirogramme studies for other countries:
Gerfin and Lechner (2002) evaluated nine differ®wiss active labour market programmes,
focussing on the first programme participation wfumemployed. Their study showed that tem-
porary wage subsidies — paid in order to tempgradimpensate income-losses in comparison
to former times of employmenEZwischenverdienste- has been most efficient in integrating
participants into regular employment. Gerfin et(2D04) contrasted employment programmes
in non-profit organizations and temporary wage &libs; again the latter were the more “suc-
cessful” programme. Sianesi (2008) compared sixom&jvedish active labour market pro-
grammes. Employment subsidies performed best hyHay were followed by trainee replace-
ment and labour market training. For Great Brit&oysett (2001) contrasted entries into sub-
sidised employment, full-time education and tragnian environmental task force or a volun-
tary sector, which were different options withiretNew Deal Programme for Young People.

Again, wage subsidies dominated all other options.

Sianesi (2008) summarises as a main result of maono studies that the more a programme
resembles regular employment in the competitivéosethe higher the programme’s benefits to
its participants will be. However, the underlyirgjextion process for participation in wage and
start-up subsidy programmes — which are most sirtdlaegular work in the private sector —

differs to a larger extent from the programmesys® in our paper: In the case of wage subsi-
dies an employer must be willing to offer at leastubsidised job to an unemployed person,

while founding a subsidised new enterprise requhtasthe founder has the initiative to do so.

A% EVALUATION APPROACH

As most micro studies of active labour market paogmes, our evaluation approach is based
on the model of potential outcomes. We compareualmarket outcomes of — comparable —
participants receiving different “treatments”. Inetbasic version of the potential outcomes

model (Rubin, 1974) an individual can potentiale/ib two states, while the outcome variable



of interest may differ between these states. Basgdubin’s work, Imbens (1999) and Lechner
(2001) provided an extension to the case of meltgihtes. Denote participation in one of N
treatments starting at time t by[${0,1,...,N}, and let the corresponding potential @arnes at
time t+h be given by {¥™" Y{*"...,Y\"™. Typically also non-participation at time t istém-
preted as a particular kind of treatment. Becamsmdividual may enter only one programme
at time t, only one element of the latter set isaevlwable, all other outcomes are unobserved
“counterfactuals”. In our case the outcome varighlader consideration will be the employ-
ment rate and cumulated days spent in regular emmaot after programme entry. Further-

more, t will be March 2003 and h will be 3.5 years.

We assume that the value of the outcome varialdegdch person is not influenced by the
actual participation of other persons (“Stable URieatment Value Assumption” SUTVA).
Then the average effect of treatment J on partitgoim this programme, compared to receiving

treatment K instead, is given by
Q) "= E[YSM =Y S =3 = E[YS" | S = J] - E[YM S = J].

In the following, we will denote participants inggramme J as the “treatment group” and par-
ticipants in programme K as the “comparison groupls not possible to observe the average
counterfactual outcome that members of the treatgr@aup J would have had, if they had par-
ticipated in programme K instead {¥| S = J]. Thus one has to find an adequate comparison

group to impute the counterfactual outcome (RulSind).

With non-experimental data, statistical matchinghtéques might be applied to find such a
comparison group — but only for those individualghie treatment group J who have a positive
probability to be in programme K instead (“Commaipfort Condition”). Statistical matching
relies on “matching on observables”: Assume thiataiables X, determining the participation
decision as well as the expected success of agroge, are known and available. Then a

comparison group of individuals receiving treatmkntvith similar observable characteristics



X to the treatment group J, may be chosen to olstaiestimate for the counterfactual outcome
[Y«™" S = J]. Similar to the binary case (Rubin, 1974)béms (1999) and Lechner (1999;
2001) showed that the “Conditional Independenceusggion” (CIA) — formally given by
Yo YL YA L S | X — identifies the parameters of interest in ¢hse of multiple treat-

ments.

Thus the identifying assumption of statistical rhitg techniques is that no unobserved het-
erogeneity correlated with the selection into paogmes and with outcome variables remains
after accounting for observable variables. In astirduration analysis (in particular the tim-
ing-of-events approach by Abbring and van den B28§3 and 2004) allows for selection on
unobserved characteristics. But these models impi@s@entifying assumption that transition
processes into labour market programmes as weltasss labour market states can be mod-
elled as a multivariate mixed proportional hazaradei, while statistical matching is a non-

parametric approach.

Sianesi (2004, 2008) and Fredriksson and Johar{2864) have pointed out that labour market
programmes in Europe are ongoing and individualg take up a programme sooner or later
provided they are still eligible. But the unempldytaemselves or the caseworker may decide
against participation, because they expect or apeated to find regular employment soon.
Thus selecting a comparison group of individualowiever participated in any programme
would lead to base selection on expected (sucdgdsture outcomes. Steiger (2004) and
Stephan (2008) demonstrate empirically, how evalnatesults vary with the choice of the
classification window. We do not put any restringoon the future of persons and define non-
participation in a particular programme as notrgkiip this programme during March 2003,
but maybe at a later date. Following Sianesi (2@D88), we will denote this group as “wait-
ing”. Similarly, also participants in the programsnmvestigated might take part in another

programme later.
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\% APPLIED METHOD AND COMMON SUPPORT PROBLEM

Rosenbaum and Rubin (1983) have shown that ingteatitching on a high-dimensional vec-
tor of X-variables it is sufficient to match on theopensity score — the probability to join a
programme — to obtain the same probability distidsufor treated and non-treated individuals.
Similar properties hold in a multiple treatmentnfi@wvork as well (Lechner, 2001). In conse-
quence, the same methods as in a binary treatmaneWwork can be applied. First, propensity
scores could be estimated separately for each catitn of programmes J and K, using a bi-
nary probit or logit model. Second, the completeiok problem can be formulated in one
model and estimated with a multinomial probit modet instance. Lechner (2002) obtained
basically the same estimation results, irrespeatitiether conditional probabilities were de-
rived from a multinomial model or estimated dirgctDur analysis is based on the first ap-
proach, estimating 81 binary probit models, sineecampare participation in nine programme
variants with participation in the other eight pramme variants as well as with non-
t+h

participation. Note that estimated effe@tg™" and 6«,"" are not necessarily symmetric; esti-

mated effect refers to individuals within commompgaort in the treatment group.

While propensity score matching is a useful sinigaiion and asymptotically all estimators
should yield the same results, in small samplescttuéce of the matching algorithm and the
determination of the region of common support canntportant (Heckman et al., 1997; Smith,
2000; Caliendo and Kopeinig, 2008). This problerdess severe when estimating the effects of
program participation compared to non-participatigince the number of potential comparison
persons is usually large. However, the number tfmi@l comparison persons can be relatively
small in cross-programme comparisons. In conseqyemaly a low share of the treatment
group might be in common support. Furthermore,i@aler comparison observations might
have a strong impact on results if a non-partidipaay be used as a comparison person more

than once in the matching procedure (matching veittacement).

11



In the following we compare results for two startlpropensity score matching algorithms.
First, we conduct a nearest neighbour matchingowitiheplacement that chooses for each par-
ticipant the non-participant with the most simifsiopensity score as a comparison person. This
is rather for demonstration purposes, because Weavily end up with very few observations.
Second, we perform radius matching (Dehejia andbd&aR002) that matches participants with
“synthetic comparison persons”, composed of a weifjrequivalent of all persons falling
within the radius of their propensity score. As endata points are used, radius matching will
result in lower variances compared to nearest beighmatching. However, the bias of the

estimates will be higher, because also more diftetemparison observations are used.

We restrict our analysis on the region of commoppsut and furthermore set a calliper — a
maximum distance of propensity scores betweeneeand comparison persons — of 0.005 for
cross-programme comparisons and of 0.0005 for cdagees with non-participants. The pro-
gramme impact is then estimated as the mean diiferén the weighted outcomes of both
groups. All estimates are performed using the STA@dulepsmatchLeuven and Sianesi,
2003). Note that variance estimates for estimategtrment effects neglect that the propensity

score itself has been estimated (Abadie and ImI28Q8).

To analyse common support, one possibility wouldtd@resent distributions of propensity
scores or of relative weights from matching (Blacid Smith, 2004); but each would require
162 graphs. Instead, we compute Lechner boundsh(ezc2000; Caliendo and Kopeinig,
2008) to test for the sensitivity of estimated tmeent effects with respect to the common sup-
port problem. The lower (upper) Lechner bound igegiby the weighted average of a) the es-
timated average treatment effect and b) the aveteg@nce of observations for treated persons
throughout common support from the upper (lowemrated potential outcome. Weights are
given by probabilities a) to be or b) not to behivitcommon support. We test if estimated ef-
fects will be still significant after computing disrence intervals around these bounds. In the

Appendix we will present the underlying sharesrafividuals in the treatment group that are

12



within common support. Additionally, we display theximum weight across comparison per-
sons as a share of treated persons to see howyhelséervations are used in constructing the
counterfactuals. Note that the weight of a compariperson is always one for nearest
neighbour matching without replacement, thus tlaesbf treated persons is 1/N (with N as the

number of treated persons), but the share maybkesraalarger using radius matching.

Finally, to test the quality of matching, the mestandardised bias (MSB) (Rosenbaum and
Rubin, 1983) between each treated group and itshmdtcomparison group is computed across
all variables of X. The standardised bias of a data is defined as the difference of means in
the treated and matched comparison sample, didgiettie square root of the average sample
variance. Thus, a lower value of the MSB indicatese similarity between the two groups.
While no clear theoretical indication exists aswioich remaining bias might be acceptable,
Caliendo and Hujer (2006) summarise as a rulewhththat most studies assess a reduction of
the MSB after matching to 3 or 5 percent as sudfiti We follow this suggestion and interpret
pairwise comparisons where the remaining MSB affigiching exceeded the value of 5 percent

as programme types that are in fact not comparatiBgms of their participants.

Vi DATA AND VARIABLES

The empirical analysis is based on the TrEffeR-datgStephan et al., 2006). This administra-
tive data set has been constructed for monitorumggses of the German Public Employment
Service. The current version merges data flows fcomputer based operative systems of the
Public Employment Service on periods of registgoddsearch, registered unemployment, par-

ticipation in labour market programmes and emplaynier the period from 2000 to 2007.

The sample analysed here covers individuals of2&g#&o 59, who were unemployed for no
longer than one year in March 2003. Individualegng one of these programme variants dur-

ing March 2003 are included in the cross-prograncoraparison, while those not entering a

13



programme are interpreted to be in a state of faglit As is done most often in the literature,
only the first programme entry during an unemplogtrepell is analysed; the distance to the

previous unemployment spell has to amount to @t lelae month.

We restrict our analysis to the programme varia@scribed in Table 2. We also distinguish
between different completed programme durationstduiiiree months, 4 to 6 months, 7 to 12
months and more than 12 months). Our data do chide information on planned programme
duration. Presumably, participants exit a prograrpni to its planned completion if they find

a job during participation or if they do not expéeatfind a job even with the help of the pro-
gramme. Hence, completed duration might be coeélaiith the outcome of treatment as well
as with individual characteristics. However, Klwteal. (2007) found that instrumental variable
estimates using planned duration as instruments wet significantly different from estimates
utilizing information on completed duration. Thegnclude that estimates relying on actual

training duration do not suffer strongly from endogity.

Table 2 Analysed programme variants

1. Further vocational training (Forderung beruflicher Weiterbildung

a) Provision of specific professional skills, whichght contain occupation-related training and
general traininglferufsbezogene tbergreifende Weiterbildung, beraitsische Weiterbildung
oder berufliche Aufstiegsweiterbildung

b) Practical training in a practice firm, without tmaes working in a “real” companidrufliche
Weiterbildung in einer Ubungsfirma, Ubungswerkistater sonstigen Ubungseinrichtung)

c) Long retraining programmes, conducted firm-extemighin a group Gruppenmafinahme mit
Abschluss in anerkanntem AusbildungsBeru

2. Short training programme (TrainingsmafRnahn)e

a) Short classroom training, aimed at the improvenoékhowledge and skilldNjicht-
betriebliche Trainingsmaflinahme zur Vermittlung Kemntnissen)

b) Short firm-internal training, aimed at the improvam of knowledge and skill8étriebliche
Trainingsmaflinahme zur Vermittlung von Kenntnissen)

3. Job creation schemeof the traditional type | from Table AfbeitsbeschaffungsmalRinahme)

14



We estimate programme effects on participants uswgoutcome variables: First, we compute
cumulated days spent in regular, unsubsidised gmot during the 3.5 years after pro-
gramme entry in March 2003. Second, we computeesharregular, unsubsidised employment
3.5 years after programme entry. Times of subsidéisaployment (for instance by a wage sub-
sidy) and of “marginal” employment are not intetpeas a “success” in this sense. Outcome
variables for “waiting” non-participants are measuisince March 15, 2003, and all individuals

who had already left unemployment at this date wea&muded from the sample.

Cumulated effects display the evolvement of esehgirogramme effects over the entire ob-
servation period of time; they can be computedhasiritegral over employment shares during
each day of the observation period: Thus they aucfan locking-in effects — times of reduced
search — over the time period of programme pasdiwp. The share in regular employment at
the end of the observation period refers only te particular reporting day. However, it may
be interpreted as an indicator that shows how catadldays in employment will develop fur-
ther after the end of the observation period: & #iverage effect on the share of participants in

employment is positive, the average effect on catedl days will turn more positive over time.

The choice of comparison groups is based on a vadge of individual socio-demographic
characteristics (measured at the start of an uremant spell), unemployment duration in the
current spell, (un-)employment history in the tweags preceding the analysed unemployment
spell, and the regional labour market situatiorrf(@enance cluster according to Blien et al.
2004). Since the data include information on presionemployment histories, these should
capture most of the effects of unobserved individaetors (Heckman et al., 1999). Mean val-
ues of the explaining variables can be found inl@#bl in the Appendix. It shows that par-
ticipants in a specific programme differ in faatrr the average non-participant as well as from
participants in other programmes. In particularfipgpants in all training programmes seem to
be a “positive selection” of unemployed personsemghs those joining a job creation scheme

can be considered as a “negative selection”.
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VIl EMPIRICAL RESULTS

Common support and matching quality

Table 3 summarizes information on the significaaod quality of the results: For each combi-
nation of programmes, column | contains informationthe sign and significance of the esti-
mated effect (++/-- indicates that results that sigmificant ata = 0.01, while +/- shows that
they are significant at = 0.05). This information is complemented in cotuthby information

on the sign and significance taking into accounthreer bounds. If results in column | and Il
differ, estimated treatment effects are sensitiVia wespect to the common support problem.
Furthermore, column Il of Table 3 indicates if theean standardised bias after matching is
below “acceptable” values of 3 (##) or 5 (#), redpely. For ease of interpretation, compari-
sons where we find a significant effect using Leswhbounds as well as satisfying matching
quality are shaded in light grey. Background infation can be found in Table A2 in the Ap-
pendix that shows in Panel 1, which share of teattnent group J is within common support.
Panel 2 displays the maximum weight given to a amispn person. Finally, Table A3 in the

Appendix displays the mean standardised bias (M&B)re and after matching.

Table 3 indicates that — independently from thectiagy algorithm chosen — we do not face a
common support problem if programme entry duringé?ia2003 is compared with “waiting”
during this month. However, the picture is differéor pairwise programme comparisons: For
nearest neighbour matching without replacementifségnt point estimates go hand in hand
with insignificant effects when Lechner bounds taken into account. This problem is less
severe for radius matching. Table A.2 shows thestlyishg reason: At least 70 percent of the
treatment group are in common support using radiatching, while the minimum share in
common support amounts to only 12 percent for retareighbour matching without replace-
ment (when comparing participants in short classra@ining with those in longer job creation

scheme).
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Table 3

into account Lechner bounds (II) and matching qualiy (lI)

Sign and significance of point estimates)(Isign and significance taking

Comparison group K (type and duration in months)

Practice Re- Job creation
Treatment group J (type Provision of skills firm | training Short training Scheme
and duration in months) | Waiting| <4 4-6 7-12 4-6 >12 in firm in firm 4-6 7-12
I | 11 | 1 | 1 | 1 ¥ 11 | 1 {11 | 1 1 | A [ A 1
1 Cumulated days in regular employment
1.1 Nearest neighbour matching without replacement

Provision of skills, <4 ++ ++ ##- ##4++ + ## #HE++ #HH - - B+ R+ #|++ #t
Provision of skills, 4-6 ++ ++ ## ##-\ ++  ## #++ HH - - B R H#E #
Provision of skills, 7-12 #H -- #H#| - #t #++ #H - - ## #H++ B+ #t
Practice firm, 4-6 #l - ## ##-#- o #| - - #[++ o #
Retraining, >12 - - HH#| - - #HH - - H#H# - - B #t
Short training in firm ++ ++ #HH+ B
Short training in class o+ - #Hit| -- #it #
Job creation scheme, 4-6 | - - ##|-- #| - #| - #t
Job creation scheme, 7-14 -- - ##| - #)-- HH - #it

1.2 Radius m
Provision of skills, <4 ++ ++ ##- ##4++ A A | - - b S
Provision of skills, 4-6 ++ ++ #H ##-\++ ++ # + ] - - A A # A
Provision of skills, 7-12 + + HH| - - #H - - HH# #++ ++ #H - - ## ##
Practice firm, 4-6 + + ## - #- - ##-#n- ++ ++ #H|-- - ## ## ++
Retraining, >12 - - - - - - HHE - - H#H# - -
Short training in firm ++ o [ A A S A #
Short training in class o - - - - ## # #
Job creation scheme, 4-6 | -- -- ##|-- -- - - - - #
Job creation scheme, 7-14 -- - ##| - -- - - - - # -

2. Share in regular employment
2.1 Nearest neighbour matching without replacement

Provision of skills, <4 ++ ++ H#HH# #t # - #H - - BH + + HH#|++ #|+ ##
Provision of skills, 4-6 ++ ++ ## # #H HE+H+ ++ |+ #E #
Provision of skills, 7-12  [++ ++ ## ## - ##] -- HE++ ++ #HE++ #H #t
Practice firm, 4-6 ++ ++ # ## ## #t #|++ + #
Retraining, >12 ++ ++ |+ HH# HH++ #H ##
Short training in firm ++ ++ #H++ #H# #it++  H## #H
Short training in class ++ o+ #HH - it - # -- #H - #
Job creation scheme, 4-6 ##H - #|-- #| - #| --
Job creation scheme, 7-13 #H - #-- HH# - #it #

2.2 Radius matching
Provision of skills, <4 ++ ++ ##- - - ##\ #t ## #| - - BH A
Provision of skills, 4-6 ++ ++ [ + B \ #H ## ##H - A+ H HH 4
Provision of skills, 7-12  [++ ++ ## ## # # H#H] - - HH[++ ++ B
Practice firm, 4-6 ++ ++ ## # ## # #| - - HH#[++ ++ #H +
Retraining, >12 ++ o+ | B+ #H++ ++ ## # HH A+ ++ HH
Short training in firm ++ o+ #H e+ o+ it ++ ++ # # |
Short training in class ++ ++ H#H# HHt - - - - - - # - - - - ##
Job creation scheme, 4-6 #H - - - # - - - - H# |- - #H# _| _____ @
Job creation scheme, 7-13 + #H - - - - H - - - - - # # ##-

++ (+) indicate®;3°> 0 anda = 0.01 (0.05).
-- (-) indicatesB;**< 0 anda = 0.01 (0.05).

## (#) indicates a mean standardised bias < 3 (5).
Shaded in light grey: Significant taking into acnbuechner-bounds and MSB < 5.
Source: Own calculations, based on the TrEffeR.data
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These results clearly underline that matching witheplacement is not advisable if the num-
ber of potential comparison persons is small. Tiheroside of the coin is that the same obser-
vation may be used very often as a comparison pdfsmatching takes place with replace-
ment. Panel 2 of Table A2 show that the maximunghteas share of the treatment group is
partly smaller, partly larger in the “waiting” grpwcompared to nearest neighbour matching
without replacement. It is, however, usually larfmr cross-programme comparisons. In par-
ticular, maximum weights are large if comparisomspas have participated in a job creation
schemes. They increase up to 10 percent of thémesa group (provision of skills, 4 to 6
months); thus one particular person participating job creation scheme is used as a compari-
son person for one tenth of treated persons. Tades a first doubt on the reliability of the
estimates where individuals taking up training epenpared to similar persons joining a job

creation scheme.

Matching quality is better for radius matching thfan nearest neighbour matching without
replacement, if we compare programme participarith twaiting” non-participants (Table
A3). For cross-programme comparisons, results riffe strongly between both matching algo-
rithms regarding training programmes. Matching tual measured by the mean standardised
bias after matching — is usually good (MSB < 5yery good (MSB < 3). This is differently for
comparisons including participation in a job creatischeme, if radius matching is applied.
While for nearest neighbour matching without reptaent matching quality is mostly accept-
able for job creations schemes, this is paid fodimpping the majority of cases from common

support (Table A2).

As robustness checks, we applied several furthechimy algorithms. Results of nearest
neighbour matching without replacement were ratheariant to another sorting of observa-
tions. Smaller variations of the callipers choséh bt have a qualitative impact on results.

However, results for comparisons including job timaschemes differ strongly from those
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presented above if we match nearest neighbouruiitiny calliper; this implies that treated

persons and comparison persons can be ratheretitfigr terms of their propensity scores.

Summing up, for our analysis radius matching shdoddpreferred against nearest neighbour
matching without replacement; the common supparblem is too severe for the latter one.
Thus we will restrict the following discussion ometresults from radius matching. Further-
more, participants in job creation schemes shaulchdst cases not be compared with partici-
pants in training schemes — we cannot achieve d gaiching quality and at the same time a

satisfying solution of the common support problem.

Joining a programme compared to “waiting”

We begin with a discussion of the mean effects pfagramme entry compared to no or a later
participation (“waiting”), restricting the followinpdiscussion to the findings from radius match-
ing. Results at the end of the observation peri@dsammarised in Table 4. Figure 1 and 2
show the development of outcome variables for thatéd group and the comparison group as
well as estimated treatment effects over the entigervation period. As can be seen from Fig-

ure 2, employment evolves cyclically during theecalar year.

Table 4: Estimated effect of participation in progamme J compared to waiting,
3.5 years after programme entry
Treatment group J (type and duration in months)
Practicel Re- Job creation
Provision of skills firm | training  Short training scheme
Regular employment <4 4-6 7-12 46 | >12 infirm inclags 4-6 7-12
Cumulated days 112% | 9™ | 2c¢* 3e* | -14€ | 20€™ 27| -4 52
Share 0.0¢** | 0.1¢* | 0.1z | 0.1z* | 0.2C* | 0.1 0.08™ | 0.01 | 0.03"

*) a =0.05, *)a = 0.01.

Source: Own calculations, based on the TrEffeR.data

Shaded in light grey: Significant taking into acnbuechner-bounds and MSB < 5.
Matching algorithm: Radius matching with callipér0o0005.
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Figure 1 Cumulated days in regular employment durimg the 3.5 years after pro-
gramme entry: Averages for treatment and comparisorgroup as well as
average treatment effects on participants comparetb “waiting”

Provision skills, <4  Provision skills, 4-6 Provision skills, 7-12  Practice firm, 4-6 Retraining, > 12
720

540
360 / P
B e

-180-
0 360 720 1080

Short training, firm  Short training, class  Job creation, 4-6 Job creation, 7-12
720
540+

360 /

180 /
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Cumulated days in regular employment
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T T T
0 360 720 1080 O 360 720 1080 O 360 720 1080 0 360 720 1080
Days since entry into programme

Treated group Comparison group ATT (with confidence band)

Source: Own calculations, based on the TrEffeR.data
Matching algorithm: Radius matching with callipér0o0005.

Overall, Table 4 and Figure 1 show rather mixedltesof programme participation on cumu-
lated days the participants have spent in regutgl@/ment during the 3.5 years after treat-
ment start. We find highly significant positive &fts of further vocational training providing

professional skills with programme durations of topsix months. Longer training providing

skills for 7 to 12 months as well as training imagtice firms for 4 to 6 months have significant,
but small effects on the number of days in regalaployment. The cumulated effect of long
retraining programmes is significantly negative wdwer, this is not surprising, because sub-
stantial lock-in effects are a necessary side-efféthis kind of programmes. Regarding short
training programmes, the effect on days spent iplegment amounts to about 200 days for
firm-internal programmes, but is small for classrowaining. This underlines the fact that it is

important to distinguish between different variaotsshort training programmes. Finally, job
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creation schemes with duration between 7 and 12hmdmave significant negative effects on
cumulated days spent in employment.
Figure 2 Share in regular employment during the 3.%ears after programme entry:

Averages for treatment and comparison group as wels average treat-
ment effects on participants compared to “waiting”
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Source: Own calculations, based on the TrEffeR.data
Matching algorithm: Radius matching with callipgr0o0005.

A surprising fact is, however, that we obtain mpsitignificantly positive effects on shares of

participants in regular employment, 3.5 years gftemigramme entry (Table 4 and Figure 2).

The only exceptions are shorter job creation schkeim& have insignificant effects at the end
of the observation period. Furthermore, effectslamgest for long retraining schemes and arise
— as can be seen in Figure 2 — only at the veryoénile observation period. Thus, one can
expect that cumulated effects also could have tunmesitive for all further training pro-

grammes if the observation period would have beegdr.

These results are in line with those obtained BwBn et al. (2007) and Rinne et al. (2007),

who found also (at least partly) positive employimeffiects of further vocational training and
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short training programme, but different from thedings of Wunsch and Lechner (2008). One
reason might be that the latter analysed a shimterperiod after programme entry (30 months
compared to 42 months in this study), while progreeffects might take some time to break
even. Second, Wunsch and Lechner (2008) restritieid sample to the age group 25 to 49.
However, our results are even more positive, ifinmduce a similar age restriction. Third, we
analyse only (short-term unemployed) persons whered a programme during the first year
of their unemployment spell. Fourth, Wunsch andhoee (2008) defined non-participants as
persons who did not enter a programme during thend8ths following the inflow date into
their sample. In contrast, Biewen et al. (2007)va as Rinne et al. (2007) performed separate
estimates by duration of unemployment at the béggnof a treatment and required only that
non-participants did not enter a measure duringardingly chosen classification window.
We defined all those individuals, who did not erdegprogramme during one single month, as
non-participants. For job creation schemes ourlteswe similar to the findings of Caliendo et
al. (2006; 2008a; 2008b), who observed a negatiyeact of participation in job creation
schemes on the employment prospects of particip@ftie we obtain non-negative, but insig-
nificant effects of participation on shares in eoyphent at the end of the observation period,
we observe outcome variables for a slightly lorgemiod of time (42 instead of 36 months) and
analyse programme entries starting three years s these authors did (2003 instead of

2000).

Pairwise comparison of programme participations

We turn now to a pairwise comparison of participatin particular programmes, which is pre-
sented in Table 5. We usually find a sufficientyobd” comparison group when comparing
participation in variants of further vocationalitiag schemes and short training schemes. Re-
garding further vocational training programmes,;séems that participants in shorter pro-
grammes have spent more days in regular employdheintg the observation period. However,

the mostly insignificant differences in shares impboyment indicate that this “advantage” may
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not continue to increase over time. Thus the mastipe effects of shorter programmes on
cumulated days spent in employment are clearlyff@cteof the lock-in effects of participation
increasing with programme duration. Furthermoreenmvihechner bounds are taken into ac-
count, differences in both outcome variables arstiyansignificant comparing training, aimed

at the provision of skills, with training in a ptae firm.

Table 5 Estimated effect of participation in progamme J compared to
participation in programme K, 3.5 years after programme entry
Comparison group K (type and duration in months)

Practic Re- Job creation
Treatment group J (type Provision of skills firm | training Short training scheme
and duration in months)| <4 4-6 7-12 4-6 >12 infirm inclags 4-6 7-12

1. Cumulated days in regular employment
Provision of skils, <4 | 18 | 9¢™ | 87| 328 | -9% | 92| 176 | 199"
Provision of skills, 4-6 | -14 [ 7C* | 60* | 281% | -126% 6™ | 141% | 130
Provision of skills, 7-12 | -91* | -8C** -37 215 | -197* -8 8 35
Practice firm, 4-6 65 | -51* 22 [ 2417 | -191% | 19 11 | 105*
Retraining, >12 =237 | -28(*  -18€** | -20€** -37¢* | 174 | -138™ | -94**
Short training in firm 1187 | 147 | 194 | 1947 | 43(* F 18e* | 264~ | 285
Short training in class 71| -BE™ 2 6 20¢™ | -201™ - 57 97
Job creation scheme, 4-p -120** | -130* -8€** -94 59* -25E5* -87** 48
Job creation scheme, 7412201 | -124" | -120"% | -158*  -15 | 29z  -93* | 4=~ N
2. Share in regular employment

Provision of skills, <4 - -0.05** | -0.02 | -0.04 | -0.05 [ -0.07* 0.05* | 0.13* | 0.07
Provision of skills, 4-6 | 0.0¢ [ 002 | 001 | -0.02 |-003 | 0.0¢* | 0.20™ 0.12*
Provision of skills, 7-12 [ 0.02 | -0.03 -0.06 | -0.05 | -0.0** 0.07* | 0.09 | 0.01
Practice firm, 4-6 0.04 | -0.01 | 0.01 -0.06 | -0.0¢* | 0.0¢* | 0.07 | 0.11*
Retraining, >12 0.1¢** | 0.05° | 0.0i* | 0.06 0.03 | 0.1¢** | 0.21* | 0.15"
Short training in firm 0.06*  0.02 | 0.0 006 | 0.03 F 0.1 | 0.21% | 0.15*
Short training in class | -0.01 | -0.0¢*  -0.07*  -0.07* | -0.12* | -0.1* M 0.06 | 0.01
Job creation scheme, 4-6-0.04 | -0.10* | -0.1¢* | -0.13 | -0.25* | -0.1¢** | -0.0€** 0.01
Job creation scheme, 712010 | -0.0¢° | -0.18%*  -0.17 | -0.30* | -0.12*  -0.03 | 0.00 [

* o =0.05, *)a = 0.01.

Source: Own calculations, based on the TrEffeR.dat

Shaded in light grey: Significant taking into acnbuechner-bounds and MSB < 5.
Matching algorithm: Radius matching with callipér0o005.

Lock-in effects are naturally largest for long adtiing programmes, and thus retraining per-
forms worst among all programmes when comparingutated days in regular employment

during the 3.5 years after programme start. Howehershare in employment at the end of the
observation period is marginally significantly larghan is the case for several shorter further

vocational training programmes. This implies tha effectiveness of retraining programmes
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measured by cumulated days in employment coulduppased to increase further over time.
For this programme, Lechner et al. (2005, Table &) found rather positive — but only partly

significant results — for an observation periogefen years, compared to shorter programmes.

The “winners” in the pairwise comparison are obegigushort training programmes conducted
within firms: Participants spend more days in ragiemployment than those in every other
programme, while they would have fared far worsenost other programmes. The explanation
at hand is that short firm-internal training pragraes are — similarly to wage subsidies — not
only a training programme, but rather a traininggpamme in combination with access to a
firm. They offer participants the possibility natlg to increase their productivity, but also to

convey their productivity to a potential employ&hey may thus be used as a kind of cheap

probation period by employers, where the “waggidil by the Public Employment Service.

In contrast, participants in short classroom tragrave spent less days in regular employment
during the observation period than those individysrticipating in further vocational training
aimed at the provision of skills with an duratidrup to six months; and also participants in the
latter fared better with their training comparedatshort classroom training. Thus one might
conclude that previous results of Biewen et al0fd0and Wunsch and Lechner (2008), who
obtained no advantages of participation in furthecational training compared to short pro-
grammes, are partly a result of the fact that tistsgies did not distinguish between variants of

short training programmes.

Finally, as has already been discussed, it is snostl possible to find a satisfactory compara-
ble group of individuals participating in a traigiprogramme for participants in job creation
schemes, vice versa. Differences in characterisfiparticipants are due to the age structure of
participants (for instance, retraining is typicajiyanted for younger workers, while participants
in job creation schemes are in average older) atithe spent in unemployment during the last

years, but also due to the regional distributiorpaigramme assignment (the overwhelming
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majority of entries in job creation schemes in Ma2003 took place in Berlin and within other

East German urban areas with high unemployment).

VIl CONCLUSIONS

For Germany, our paper estimated the effects dfgyeation in further training programmes,
short training programmes and job creation schestasiing in March 2003, as well as the
relative effectiveness of these programmes. Théysisavas restricted to persons of age 25 to

59 and on the first programme during the first y&faan unemployment spell.

First, our analysis demonstrated that estimata®lafive programme effectiveness face more
severe problems of common support than the moen afonducted estimates of programme
effects compared to a state of “waiting” — simpgchuse the number of potential comparison
persons participating in other programmes is smallaus it is important to match with re-

placement. Furthermore, for participants in jobatien schemes it is mostly difficult to find an

adequate comparison group from participants imitngi programmes, vice versa. That might be
taken as a hint that participants in this programménose objective is explicitly not to achieve

employment but to increase employability — aredntfa strongly selected group of hard-to-
place individuals. Other programmes available i time period investigated might not have
been suitable for this group. Thus, it remainseast questionable whether participation in an-
other programme could have improved the labour etgrkospects of participants in job crea-

tion schemes.

Second, compared to non-participation in the sefsevaiting”, we find that participation in
further vocational training aimed at the provisarskills as well as short training programmes
increase the number of days that participants lspeat in regular employment during the 3.5

years after programme start. In contrast, partipain retraining and job creation schemes
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decreases the number of days. However, all progesnirad a positive impact on the share of

participants in regular employment at the end efdhservation period.

Third, the pairwise comparison of programmes coaubg impression that across further voca-
tional training programmes, shorter programmesagoerfoverall better; this is mostly the result
of shorter lock-in effects. Also participation iarther training aimed at the provision of skills
with duration of up to six months has been moreaathgeous for treated persons than short
classroom training would have been. In contrastytstirm-internal training is by the far the
most “successful” programme in the portfolio of grammes included in this investigation.
This is, however, probably related to the fundamigntdifferent design of this programme,

which requires an employer willing to offer a triaig opportunity.

Overall, our study indicates that in the longer pamticipation in training programmes — but not
in job creation schemes — supports the reintegratigreviously unemployed workers into the
labour market. Comparing programmes, some variahtéurther vocational training pro-

grammes (aimed at the provision of skills and witination of up to 6 months) have been rela-
tively more effective — but at the same time alswrencostly — than short classroom training.
Participants in job creation schemes differ toorggty from participants in training schemes to
conduct a reliable comparison. Still, our resudffer to the impact of programmes on individual
employment prospects of participants; Layard e{1891, 481) emphasise that for a judgment
of the welfare costs of a programme much more did ttaken into account: Beneath the pro-
gramme costs and the employment effects at theartacel, output benefits, psychic benefits
and social costs, as well as the distributionaideicce of active labour market programmes

have to be considered.

26



REFERENCES

ABADIE, A. and MBENS, W. (2006). Large sample properties of matchirtgmegors for aver-
age treatment effectEconometrica74, 235-267.

ABBRING, J.H. and N DEN BERG, G. (2003). The non-parametric identification &atment
effects in duration model&conometrica71, 1491-1518.

ABBRING, J.H. and MN DEN BERG, G. (2004). Analyzing the effect of dynamicallysamed
treatments using duration models, binary treatmasdels, and panel data modem-
pirical Economics29, 5-20.

BERNHARD, S., HOHMEYER, K., J0ZWIAK, E., KOCH, S., KRUPPE T., STEPHAN, G. and VWLFF,
J. (2008). Aktive Arbeitsmarktpolitik in Deutschthrund ihre Wirkungen. IAB-For-
schungsbericht 2/2008.

BIEWEN, M., HTZENBERGER B., GsIKOMINU, A. and WALLER, M. (2007). Which program for
whom? Evidence on the comparative effectivenespublic sponsored training pro-
grams in Germany. IZA Discussion Paper 2885.

BLACK, D.A. andSmITH, J.A.(2004), How robust is the evidence on the effettotlege qual-
ity? Evidence from matchingournal of Econometric1, 99-124

BLIEN, U., Hirschenauer, F., Arendt, M., Braun, H.-Jun&, D.-M.,, S., Kleinschmidt, H.,
Musati, M., Rol3, H., Vollkommer, D. and Wein, JO(4). Typisierung von Bezirken
der Agenturen fiir ArbeifZeitschrift fir Arbeitsmarktforschung§7, 146-175.

BUTTNER, T. (2008). Ankiuindigungseffekt oder MalRnahmewid®iftine Evaluation von Trai-
ningsmalknahmen zur Uberpriifung der Verflgbarkeitschrift fur ArbeitsmarktFor-
schung 41, 25-40.

CALIENDO, M. and HJIJER R. (2006). The microeconometric estimation oatngent effects —
An overview.Allgemeines Statistisches Arch8p, 197-212.

CALIENDO, M., HUJER R. and HOMSEN, S. (2006). Sectoral heterogeneity in the emplayme
effects of job creation schemes in Germalahrbiicher fir Nationalokonomie und Sta-
tistik, 226, 139-179.

CALIENDO, M., HUJER R. and HOMSEN, S. (2008a). Identifying effect heterogeneity o i

prove the efficiency of job creation schemes in r@ary. Applied Economigs40,
1101-1122.

CALIENDO, M., HUJER R. and HOMSEN, S. (2008b). The employment effect of job creation
schemes in Germany, A microeconometric evaluatio. Millimet, J. Smith and E.
Vytlacil (eds.),Advances in Econometric¥ol. 21, Estimating and Evaluating Treat-
ment Effects in Econometrics, New York: ElsevieieBce, 383-430.

CALIENDO, M. and KOPEINIG, S. (2008). Some practical guidance for the imgletation of
propensity score matchingournal of Economic Survey22, 31-72.

DEHEJIA, R. H. and WHBA, S. (2002). Propensity score matching methodsidolexperimen-
tal causal studieF’he Review of Economics and Statistdzg,151-161.

DoRrseTT, R. (2001). The new deal for young people: Retatifectiveness of the options in
reducing male unemployment. PSI Discussion Paper 7.

27



FITZENBERGER B., GsIkOMINU, A. and WOLTER, R. (2006). Get training or wait? Long-run
employment effects of training programs for therapmyed in West Germany. 1AB-
Discussion Paper 17/2006.

FITZENBERGER B. and \OLTER, R. (2007). Long-run effects of training prografos the un-
employed in East Germanlyabour Economicsl4, 730-755.

FREDRIKSSON P. and @HANSSON P. (2004). Dynamic treatment assignment — Theseon
guences for evaluations using observational dafaDiscussion Paper 1062.

GERFIN, M. and LECHNER M. (2002). Microeconometric evaluation of theiaetiabour market
policy in switzerlandThe Economic Journall12, 854-893.

GERFIN, M., LECHNER M. and SEIGER, H. (2004). Does subsidised temporary employment
get the unemployed back to work? An econometridyaisaof two different schemes.
Labour Economigsl2, 807-835.

HECKMAN, J.J., EHIMURA, H. and TobD, P. (1997). Matching as an econometric evaluation
estimator: Evidence from evaluating a job traingnggram.Review of Economic Stud-
ies 64, 605-654.

HECKMAN, J.J., IALONDE, R.L. and ®1ITH, J.A. (1999). The economics and econometrics of
active labor market programs. In O. Ashenfelter,dard (eds.)Handbook of Labor
Economics3, Amsterdam: Elsevier., 1865-2097.

HOHMEYER, K. and WOLFF, J. (2007). A fistful of Euros: Does One-Euro-jalsticipation lead
means-tested benefit recipients into regular jottsa@ut of unemployment benefit Il re-
ceipt? IAB-Discussion Paper 32/2007.

HUJER R. and HOMSEN, S. (2006). How do employment effects of job dmraschemes differ
with respect to the foregoing unemployment duratgf\W-Discussion Paper 06-047.

HUJER R. and Ziss C. (2006). The effects of job creation schemetherunemployment du-
ration in East Germany. IAB-Discussion Paper 166200

HUJER R., THOMSEN, S. and Ziss C. (2006a). The effects of vocational traininggrammes
on the duration of unemployment in Eastern Germatigemeines Statistisches Ar-
chiv, 90, 299-322.

HUJER R., THOMSEN, S. and EiIss C. (2006b). The effects of short-term trainingaseres on

the individual unemployment duration in West GergaEW-Discussion Paper 06-
065.

IMBENS, G.W. (1999). The role of propensity score in raating dose response functions.
NBER Technical Working Paper 237.

KLUVE, J., SHNEIDER, H., UHLENDORFF, A. and ZA0, Z. (2007). Evaluating continuous
training programs using the generalized properssitye, IZA Discussion Paper 3255.

KRUPPE T. (2008). Selektivitat bei der Einlésung vondihgsgutscheinen, IAB-Discussion
Paper 17/2008.

KURTZz, B. (2003). TrainigsmaRnahmen — was verbirgt slahinter? IAB-Werkstattbericht
8/2003.

LAYARD, R., NICKELL, S.andJACKMAN, R. (2001).Unemployment: Macroeconomic Perform-
ance and the Labour Markgdxford: Oxford University Press.

28



LECHNER M. (2000). A note on the common support problenapplied evaluation studies.
SIAW-Discussion Paper.

LECHNER M. (2001). Identification and estimation of calustiects of multiple treatments un-
der the conditional independence assumption. InL&thner and F. Pfeiffer (eds.),
Econometric Evaluation of Active Labor Market P& in Europe Heidelberg:
Physica/Springer, 43-58.

LECHNER M. (2002): Program heterogeneity and propensityesamatching: An application to
the evaluation of active labor market polici€ee Review of Economics and Statistics
84, 205-220.

LECHNER M., MIQUEL, R. and WNscH, C. (2005). Long-run effects of public sector spon
sered training. IAB-Discussion Paper 3/2005.

LECHNER M., MIQUEL, R. and VUNSCH, C. (2007). The curse and blessing of traininguhe
employed in a changing economy: The case of Eash&wg/ after unificationGerman
Economic Reviewd, 468-509.

LEUVEN, E. and 8NESI, B. (2003). psmatch2: Stata module to perform fldihalanobis and
propensity score matching, common support graphirdycovariate imbalance testing.
http://ideas.repec.org/c/boc/bo-code/s432001.htm.

RINNE, U., SSHNEIDER, M. and WHLENDORFF, A. (2007). Too bad to benefit? Effect heteroge-
neity of public training programs. IZA Discussioager 3240.

RosenBAuM, P.R. and RBIN, D.B. (1983). The central role of the propensigre in observa-
tional studies for causal effecBiometrika 70, 41-50.

RuBIN, D.B. (1974). Estimating causal effects of treattaan randomized and nonrandomized
studiesJournal of Educational Psycholog§6, 688-701.

SIANESI, B. (2004). An evaluation of the swedish systeraaifve labor market programs in the
1990s.The Review of Economics and Statist8& 133-155.

SIANESI, B. (2008). Differential effects of active labomarket programs for the unemployed.
Labour Economigsl5, 392-421.

SMITH, J. (2000), A critical survey of empirical methofis evaluating active labor market
policies.Schweizerische Zeitschrift fur Volkswirtschaft @tdtistik 136, 1-22.

STEIGER, H. (2004). Is less more? A look at nonparticipatin Swiss active labour market
programmes, mimeo.

STEPHAN, G. (2008). The effects of active labor marketgpams in Germany: An investigation
using different definitions of non-treatment. IABsDussion Paper 12/2008.

STEPHAN, G., RASSLER S. and S8HEWE, T. (2006). Das TrEffeR-Projekt der Bundesagefiiur
Arbeit. Zeitschrift fir ArbeitsmarktForschung89, 447-465.

WOLFF, J. and dzwlIAK, E. (2007). Does short-term training activate nseimsted unemploy-
ment benefit recipients in Germany? IAB-Discusdiaper 29/2007.

WUNSCH, C. and [ECHNER M. (2008). What did all the money do? On the gahmeffective-
ness of recent West German labour market progranity&tos 61, 134-174.

29



APPENDIX

Table A.1 Variable means (0 = no, 1 = yes) befomeatching
Pract. | Retrai Job creation

Wait- Provision of skills firm ning Short training scheme
Variables ing <4 4-6 6-12 4-6 >12| infirm inclags 4-6 6-12
a) Socio-demographic characteristics
Female 0.42| 032 044 043| 053] 0.56] 0.33 0.52| 0.44, 0.47
Age 25-29 0.14 0.18 0.16 0.12 0.14 0.24 0.22 0.16] 0.08 0.06
Age 30-34 0.16/ 0.18/ 0.20, 0.21| 0.18] 0.25| 0.20 0.18| 0.09, 0.08
Age 35-39 0.18 0.20 0.24 0.22 0.16 0.26 0.20 0.21| 0.12 0.12
Age 40-44 0.16/ 0.19/ 0.9 0.22| 0.22| 0.16| 0.17 0.19] 0.14 0.14
Age 45-49 0.14 0.15 0.13 0.14 0.19 0.07 0.12 0.14| 0.18 0.19
Age 50-54 0.13| 0.08 0.07/ 0.07| 0.09| 0.02 o0.07 0.10| 0.24, 0.24
Age 54-59 0.09] 0.01)/ 0.01)] 0.01] 0.02] 0.00f 0.02 0.03] 0.16| 0.17
Health problems 0.1p 0.04/ 0.05 0.05| 0.05| 0.05| 0.07 0.06/ 0.11, 0.20
Slightly disabeled 0.0 0.01/ 0.01 0.01] 0.01] 0.01f 0.02 0.02| 0.02| 0.06
Severly disabeled 0.04 0.01, 0.02/ 0.03] 0.02] 0.00f 0.03 0.02| 0.08 0.2
Married 0.54| 053 056/ 054 058 052 048 0.52| 0.62, 0.57
Married and female 0.2 0.16, 0.25/ 0.25| 0.31| 0.32] 0.15 0.29] 0.29| 0.29
Foreigner 0.13| 0.08/ 0.11 0.08 0.09] 0.08] 0.08 0.11] 0.04, 0.05
Without secondary degree 0.l2 0.06/ 0.07| 0.03] 0.05| 0.05| 0.06 0.07| 0.07| 0.08
Secondary degree (Hauptschule) 0460.34 0.35 0.24 0.36 0.31 0.39 0.34] 0.32 0.36
Secondary degree (Realschule) 0300.44, 0.38 0.40 0.45/ 0.49| 0.38 0.38] 0.48| 0.42
Secondary degree (Gymnasium) 0j]12 0.17 0.21 0.33 0.14| 0.15 0.17 0.21] 0.13 0.15
Without vocational training 0.3p 0.18/ 0.22| 0.14| 0.19/ 0.31f 0.19 0.21|] 0.14| 0.21
Vocational training 0.62 0.75/ 0.67| 0.69| 0.75| 0.65 0.74 0.68] 0.78 0.70
University degree 0.0p 0.07, 0.10/ 0.17| 0.06| 0.04| 0.08 0.11] 0.07| 0.09
Unemployment benefit receipt 0.%0 0.68, 0.63| 0.61| 0.66/ 0.54| 0.66 0.57| 0.69| 0.66
Unemployment assistance receipt 0]150.10, 0.10, 0.11| 0.11| 0.19f o0.11 0.12| 0.19| 0.22
No benefit receipt 0.3p 0.22/ 0.27, 0.28/ 0.23) 0.27| 0.23 0.31] 0.12/ 0.13
b) Month of program entry
1st month of unemployment 0.12 0.11, 0.10, 0.11, 0.09, 0.18] 0.16 0.10| 0.06| 0.07
2nd month of unemployment 0.12 0.13/ 0.112, 0.09, 0.09, 0.10] 0.15 0.13| 0.07| 0.09
3rd month of unemployment 0.47 0.15 0.13| 0.13| 0.16/ 0.11| 0.16 0.18| 0.08| 0.08
4th month of unemployment 0.12 0.11| 0.11| 0.10| 0.11| 0.09( o0.11 0.11| 0.10/ 0.11
5th month of unemployment 0.9 0.11| 0.10/ 0.09| 0.09| 0.09] 0.09 0.10| 0.08, 0.07
6th month of unemployment 0.8 0.09/ 0.10, 0.10| 0.10/ 0.08( 0.07 0.09] 0.10/ 0.08
7th month of unemployment 0.06 0.06/ 0.08/ 0.08/ 0.06/ 0.07| 0.06 0.07| 0.09, 0.10
8th month of unemployment 0.5 0.06/ 0.07| 0.06| 0.07| 0.06f 0.04 0.05] 0.09| 0.09
9th month of unemployment 0.6 0.07| 0.06/ 0.08/ 0.08/ 0.07| 0.06 0.06| 0.10, 0.07
10th month of unemployment 0.4 0.04/ 0.05, 0.06/ 0.05/ 0.05| 0.04 0.04] 0.08| 0.08
11th month of unemployment 0.04 0.04, 0.05/ 0.04/ 0.03| 0.04] 0.04 0.04| 0.07, 0.08
12th month of unemployment 0.04 0.04/ 0.05/ 0.06/ 0.06/ 0.05| 0.03 0.04] 0.09, 0.08
c) 2-year-history preceding current spell
Unemployed up to 1 month 0.42 054/ 057 055/ 055 047 0.48 0.55] 0.37| 0.31
Unemployed 1-6 months 0.18 0.21 0.18 0.18 0.20 0.16 0.22 0.18| 0.17 0.17
Unemployed 7-12 months 0.18 0.15| 0.14| 0.14| 0.13| 0.14| 0.17 0.13] 0.20| 0.23
Unemployed 13-18 months 0.}2 0.06/ 0.06/ 0.08/ 0.07| 0.11|] 0.08 0.08| 0.15 0.16
Unemployed 19-24 months 0.10 0.04, 0.05| 0.06/ 0.05| 0.11| 0.04 0.06] 0.11| 0.14
Participation in active labour market programnjes  27¢. 0.27 0.23 0.28 0.24| 0.35 0.34 0.26] 0.37 0.48
Period of sickness 0.44 0.08 009 0.08 0.11| 0.10] 0.09 0.09| 0.17| 0.20
Sanction imposed 0.03 0.01 0.02/ 0.02] 0.01] 0.02f 0.01 0.02] 0.01, 0.01
d) Regional labour market situation
East Germany, worst situation 0.p4 0.04 0.03 0.05 0.04| 0.06 0.05 0.05] 0.19 0.06
East Germany, bad situation 019 0.24| 0.18 0.21| 0.20/ 0.31| 0.16 0.19] 0.32| 0.44
East Germany, high unemployment 0[04 0.04 0.02 0.05 0.05 0.03 0.03 0.04] 0.06 0.04
Metropolitan area, high unemployment 0j10 0.11| 0.08/ 0.13]| 0.01| 0.10f o0.07 0.08] 0.34| 0.27
Metropolitan area, medium unemployment 0}110.15, 0.14| 0.16| 0.04/ 0.10f o0.11 0.13] 0.03| 0.06
Above average unemp., moderate dynamics D.0®.06/ 0.06/ 0.05| 0.09/ 0.05| 0.07 0.06] 0.02| 0.02
Rural area, average unemployment J.060.09 0.07 0.05 0.09 0.02 0.08 0.04| 0.00 0.02
Rural area, below average unemployment .130.09| 0.14| 0.10/ 0.14| 0.18| 0.18 0.11| 0.01| 0.03
Metropolitan area, good situation, high dynamics  09¢. 0.03 0.08 0.08 0.07 0.05 0.08 0.16] 0.01 0.02
Rural area, good situation and high dynamics .030.03, 0.03| 0.02| 0.01] 0.04f 0.02 0.01] 0.01| 0.02
Small-business dominated, good situation (.090.06 0.12 0.08 0.17 0.05 0.09 0.09] 0.02 0.02
Region with very good situation 0.05] 0.05/ 0.04/ 0.02| 0.07| 0.03] 0.05 0.04] 0.00/ 0.00
Mean programme duration 57 149 278 154 820 30 44 174 318
Cumulated days in employment after 3.5 yearg 324535 486 402 428 205 625 395 223 178
Share in regular employment after 3.5 years .320.51, 0.53| 0.50/ 0.51] 0.55( 0.57 0.41] 0.28/ 0.26
Observations 192460 1146 1744| 2332| 532| 1121 3967 7792| 1199| 1039

Source: Own calculations, based on the TrEffeR.data
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Table A.2

APPENDIX

Share of treatment group J within commorsupport

and maximum weight of a comparison person as shadd treated persons

Comparison group K (type and duration in months)

Practice Re- Job creation
Treatment group J Proyision of skills firm | trainingShort training scheme
(type and duration in monthg)Vaiting| <4 | 4-6 ‘ 7-12| 4-6 >12( in firrlgin clas$ 4-6 ‘ 7-12

1 Share of treatment group J within common support
1.1 Nearest neighbour matching without replacement
Provision of skills, <4 1.00 0.93’ 0.92| 0.38/ 0.55|] 0.99/ 0.99] 0.37| 0.36
Provision of skills, 4-6 1.00] 0.61 0.85/ 0.30] 0.47| 0.96, 0.99] 0.28 0.28
Provision of skills, 7-12 1.00 0.45/ 0.64 0.21/ 0.39] 0.85 0.97| 0.30, 0.27
Practice firm, 4-6 1.00f 0.82 0.98 0.92 0.98/ 1.00] 0.40 0.42
Retraining, >12 1.00f 0.56| 0.74/ 0.80, 0.30
Short training in firm 1.00f 0.29 0.42/ 0.50 0.13
Short training in class 1.00f 0.15| 0.22] 0.29 0.07
Job creation scheme, 4-6 1.00f 0.35 0.40, 0.58 0.18
Job creation scheme, 7-12 0.99] 0.40/ 0.47/ 0.61 0.22
1.2 Radius matching

Provision of skills, <4 1.00 0.99’ 0.98/ 0.93] 0.93] 1.00 1.00] 0.90/ o0.88
Provision of skills, 4-6 1.00] 0.99 0.99/ 0.96/ 0.96/] 0.99 1.00, 0.99 0.97
Provision of skills, 7-12 1.00] 0.99 1.ooh
Practice firm, 4-6 1.00] 0.97| 0.99| 0.97
Retraining, >12 1.00] 0.97| 0.98| 0.99
Short training in firm 1.00f 1.00 1.00 1.00
Short training in class 1.00f 1.00/ 1.00/ 0.99
Job creation scheme, 4-6 1.00] 0.93 0.87| 0.95
Job creation scheme, 7-12 0.99] 0.94| 0.94| 0.93

2 Maximum weight of a comparison person as share ¢fe

ated persons

2.1 Nearest neighbour matching

with replacemenit )1/

Provision of skills, <4 0.001] 0.001’ 0.001 0.002| 0.002] 0.001 0.001
Provision of skills, 4-6 0.001} 0.001 0.001) 0.002 0.001f 0.001 0.001
Provision of skills, 7-12 0.0004 0.001 0.001 0.001] 0.001 0.000
Practice firm, 4-6 0.002| 0.002 0.002| 0.002 0.002 0.002
Retraining, >12 0.001} 0.002| 0.001 0.001
Short training in firm 0.0003 0.001 0.001 0.001
Short training in class 0.0001] 0.001 0.001 0.000
Job creation scheme, 4-6 0.001} 0.002 0.002| 0.001
Job creation scheme, 7-12 [ 0.001 0.002| 0.002 0.002

2.2 Radius matching

Provision of skills, <4 0.0001-%! 0.005 0.015 0.002 0.002] 0.043 0.033
Provision of skills, 4-6 0.001{ 0.008 0.004 0.024 0.002 0.001| 0.106 0.048
Provision of skills, 7-12 0.001{ 0.009 0.008 0.003 0.003| 0.058 0.043
Practice firm, 4-6 0.0001f 0.016/ 0.004 0.008 0.002{ 0.065 0.055
Retraining, >12 0.001] 0.016/ 0.009 0.006 0.029
Short training in firm 0.0003 0.004 0.003 0.003 0.033
Short training in class 0.0003 0.012| 0.004 0.004  0.021
Job creation scheme, 4-6 0.001f 0.036 0.026/ 0.020 0.017
Job creation scheme, 7-12 | 0.001| 0.028 0.037 0.014 h

Source: Own calculations, based on the TrEffeR.data
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Table A.3

APPENDIX

Mean standardized bias before and after atching

Comparison group K (type and duration in months)

Practice Re- Job creation
Treatment group J Provision of skills firm | trainingShort training scheme
(type and duration in monthg)vaiting <4 ‘ 4-6 ‘ 7-12| 4-6 >12| in firrlgin clas$ 4-6 ‘ 7-12

1 Mean standardised bias before matching

Provision of skills, <4 11.1_%] 86 90 119 6.1 81 204 214
Provision of skills, 4-6 9.5 6.8 6.1 8.3 11.0 7.3 54| 21.8/ 22.0
Provision of skills, 7-12 11.6 8.6 6.1 11.7] 10.3 7.5 20.2] 20.9
Practice firm, 4-6 12.3 9.0 8.3 9.1] 19.6/| 214
Retraining, >12 12.5| 119 11.0 . . 176/ 17.8
Short training in firm 9.7 6.1 7.3 103 9.9 . 22.2| 22.6
Short training in class 83 81 54 75 91| 115 . 21.2|
Job creation scheme, 4-6 19.0| 20.4, 21.8/ 20.2| 19.6| 17.6] 22.2
Job creation scheme, 7-12 19.1| 21.4] 22.0, 20.9] 21.4/ 17.8] 22.6

2 Mean standardised bias after matching

2.1 Neighest neighbour matching without replacement

Provision of skills, <4 3ol 14 19 25 25| 23] 24 32 26
Provision of skills, 4-6 1o 17 14 33 22| 13 17| 27 34
Provision of skills, 7-12 2.1 1.3 1.4 3.3 2.0 11 15 25 22
Practice firm, 4-6 34/ 27 22 34 39 28 33 51 49
Retraining, >12 22 25/ 21 17 4.3_%

Short training in firm 1.8 2.3 1.5 1.3 3.0 25

Short training in class 1.5 3.0 2.2 1.4 4.0 2.5

Job creation scheme, 4-6 2.2 3.1 3.2 2.7 5.3 4.2

Job creation scheme, 7-12 19| 34 29 24 4.0 37

2.2 Radius matching

Provision of skills, <4 0.4 10 12 28 37| o8 o8] 66 55
Provision of skills, 4-6 03 13 o9 22 23 09 04 98 89
Provision of skills, 7-12 0.5 15 1.2 3.6 2.7 14/ 0.7 8.5/ 6.8
Practice firm, 4-6 06/ 31 13 22 46| 13 07 80 54
Retraining, >12 04| 23 15 17 3.6_%

Short training in firm 0.2 1.3 1.2 1.4 3.4 3.4

Short training in class 0.2 2.5 1.1 1.4 3.5 2.5 0.9

Job creation scheme, 4-6 17 78 6.1 4.0 7.6 7.9

Job creation scheme, 7-12 10|l 64 6.6 34 8.3 6.6

Source: Own calculations, based on the TrEffeR.data
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