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1. Introduction

Subsidizing temporary, mainly public and non-preéttor jobs for unemployed people with
severe difficulties of finding regular jobs is aditional tool of active labour market policy
(ALMP). An important goal of direct job creation snhancing the employability of
participants. Additional aims are integrating pap@ants into regular jobs, providing public
goods, providing relief work when unemployment ighh(in specific periods, regions or
occupations) and enhancing social inclusion ofigpents . Moreover, by offering such jobs
to unemployed people public employment servicesS{Rfan test their willingness to work.

However, effectiveness of direct job creation witspect to increasing employment
prospects is a controversial issue. We investitietémpacts of three such direct job creation
schemes on the labour market performance of Gemvelfare recipients in the period
shortly after the introduction of the ‘Basic IncorBepport for Job-Seekers’ (Social Code
(SC) 1I) in 2005. After a long period of high unelayment and rising poverty, the SC 1l
introduced a system of mutual obligation in orderactivate a broad group of benefit
recipients, i.e., to integrate them into the labonarket and to reduce their benefit
dependency.Two of the regarded schemes subsidize contribwamployment: traditional
job creation schemes and work opportunities witkegular wage. The latter scheme is less
restrictive in terms of subsidising jobs, wheretipgrants complete the same tasks as
regularly employed workers. This implies that ateonmercial jobs can be subsidized. The
third alternative is a large-scale work opporturdigheme, where participants continue to
receive their welfare benefit plus one up to twaodsuper hour worked to compensate them
for additional expenses. Its popular name is tlogeefOne-Euro-Jobs’.

There are two main motivations for our analysesstFihere is scarce knowledge on whether
direct job creation paying a regular wage underudual obligation regime brings welfare
recipients back to work and out of welfare recefjar unemployment insurance (Ul) benefit
recipients, in contrast, evidence on impacts onpdugicipants’ performance in the labour
market exists and is frequently not encouragingr{iMésrubb 2001). Our central argument
is that impacts of direct job creation might bdeatfiént for welfare recipients, for whom such
schemes operate under the new regime of mutugjaildn since 2005. One reason might be
that unemployed welfare recipients are on averagddn to place and thus receive less job
offers than Ul recipients. Therefore, their papation does not as strongly prevent them

1 This activation regime was adopted after a Ipagod of persistently high unemployment with a

level of nearly 10 % in 2004 (Source: OECD labarcé statistics) and of rising poverty. At 11 %
the poverty rate in 2004 had risen by 3.4 percenfagints since 1995 (Foérster/Mira d’Ercole
2008).



from taking up regular jobs and there is a fardargcope to improve their employability
than for Ul recipients with a better past employtrecord.

Moreover, stronger job search obligations and fewestrictions on acceptable job offers
under the mutual obligation regime might imply thgdins in human capital during
participation do not lead to much higher reservetiavages, which would slow down
impacts on the employment prospects of participdntieed, some recent evaluation studies
for welfare recipients found that One-Euro-Jobipgration raises employment prospects for
many groups of participants, though the impacts um@ally not large (Hohmeyer 2009,
Hohmeyer/Wolff, 2007, Huber et al. 2010). Compavéth studies on net impacts of job
creation schemes in Germany that analyse earlitodse these results are somewhat more
promising. This might be a consequence of the wiffe participant groups as discussed
earlier as well as time periods studied. But it mhige as much a consequence of different
programme designs of One-Euro-Jobs and traditiialcreation schemes for Ul benefit
recipients. Our direct comparison of One-Euro-Jas traditional job creation schemes for
welfare recipients can give some information alibigtissue.

This leads us to the second major issue: Evaluatioties normally fail to assess why one
programme works and another one does not. We oz dglimpse into the black box by
comparing three very similar programmes differimydn a few aspects. One difference is
that two of the three schemes pay a wage. Pamitspaceiving a regular wage have lower
incentives to engage in job search than particgpaateiving not much more than their
welfare benefit while working. Our direct compansof the schemes can shed some light on
the role of incentives. Furthermore, subsidies utlde traditional job creation scheme and
One-Euro-Jobs can only be granted for work in thielip and non-profit sector and mainly
for jobs, where participants do not perform the sdasks as regularly employed workers.
The scheme of work opportunities in contributorypgois less strict on this issue. As a
consequence, even commercial jobs might be subsidizence, we can investigate whether
this matters for the employment effects of paragign.

Our paper is structured as follows. Section twdkggpts major features of the new German
welfare benefit system and the different job ceatprogrammes under review. Section
three discusses some theoretical consideratiorthemffects of the programmes. Section
four summarizes previous research concerning tfextefeness of these programmes in
Germany (if available), as well as some relateérirdtional evidence. The econometric
methods of propensity score matching are discusssgelction five. Section six describes the
administrative data that our study relies on amhlights observed differences between the
three programmes. Moreover, we discuss the implatien of the matching procedure in

this section. Section seven provides the majormadibon results on net impacts of

participating in the three schemes. A summary efrésults and major conclusions follow in

the final section eight.



2. Institutional framework
2.1 The welfare regime and direct job creation

With the introduction of the Social Code Il or tiBasic Income Support for Job-Seekers’ in
January 2005, a major reform of the German unemmpdoy benefit and welfare system
came into force. The unemployment benefit Il (UBwWhs introduced as an integrative basic
income support replacing the former unemploymesistence (UA) and flat rate social
assistanc@UB |l is paid as a flat rate welfare benefit faruseholds with an income below
the official poverty line. It covers costs of acaondation and heating and provides a cash
benefit, which is currently 359 € per month forirsgée adult household?

The new welfare benefit’'s label 'unemployment bénéfis somewhat misleading: Benefit
receipt is conditional neither on unemployment mar Ul benefit receipt. Eligibility
depends on the income and wealth of a person’sehols and on the capability of working
of at least one household membetence, also people who are employed in regular or
subsidized jobs and achieve earnings or people rebeive Ul benefit are eligible for the
welfare benefit, if their household income is beltwe official poverty line. The welfare
benefit then fills the gap between the poverty hne other incomé.

The reform led to a strong emphasis on activatingyaad group of (mainly) unemployed
welfare recipients. It enlarged the group of peopl@o can participate in ALMPs: All
household members who are capable of working shaaldtribute to reducing the
household’s dependence on welfare benefit. Theynazentact with the PES and are subject
to activation policies. Prior to the reform, an Weipient’s household members had no such

2 The former means-tested UA benefit was earniefmed with a replacement rate of 53 % for

childless people and 57 % for parents. It was patbout a time limit to unemployed people who
ran out of their Ul benefit. Also people who jusichme unemployed and contributed to the Ul
fund for a period that was too short for qualifyiftg Ul benefit could receive the less generous
UA benefit. The reform of 2005 implied for many fieer UA recipients a reduction of their
benefit.

This is also the base cash benefit for a lonerganr for an adult with a partner aged youngen tha

18 years. For further persons in a household waaapable of working it is 20 % lower, e.g., for

children aged 15 to 17 years. For two partners agéshst 18 years it is 90 % of 359 € for each of
them. For children younger than 15 years the caslefit is 60 % of 359 €.

The cash benefit is indexed to changes of theagld pension. Before July 2006 it was lower in
East Germany (331 €) than in West Germany (345P€hple who ran out of their Ul receipt
receive a small additional benefit in the two sulsat years after exhausting Ul. Moreover, some
further costs of the households are covered bwt#ifare benefit, e.g., for health insurance.

The Ul benefit is related to previous earningshva replacement rate of 67 % for parents and
60 % for childless people. In contrast to UB Il isttime-limited and its entittement length is
increasing in age and length of past Ul contributéhuring the seven years prior to the benefit
claim. The maximum duration of Ul receipt currentinges from 12 months for those aged less
than 50 years up to 24 months for Ul claimants agetbast 58 years. Due to reforms it has
changed twice during our observation window.

People who are aged between 15 and 64 yearsanavark under the usual conditions of the
labour market for at least three hours a day agarded as capable of working. This criterion is
waived only in case of illness or disability, (i&te 8 SC II). If no member of a poor household is
capable of working, the household is eligible focial assistance.

Earnings are deducted from the welfare benefit atarginal benefit reduction rate that is smaller
than 100 %. For a single adult’s first 100 € earrtkeed marginal benefit reduction rate is zerosit i
80 % for earnings above 100 € but no higher thah®@nd 90 % for earnings above 800 € and
but no higher than 1,200 €.



obligation and members of households receivingas@sisistance often did not register at the
PES.

As one means of activation three direct job creasichemes were made available for UB Il
recipients with low employment prospects: tradiibnob creation schemes, work
opportunities with an allowance for additional expes (so-called One-Euro-Jobs) and work
opportunities as contributory jobs. The schemessandar since they provide unemployed
welfare recipients with a job, subsidize additiojadils of public interest, and are subordinate
to regular employment, vocational training and othetive labour market programmes
(ALMPs) (Federal Employment Agency 2005). Thoughrkvepportunities subsidising
contributory employment are less strict on the jefuirements “additional” and “public
interest”. We return to this point later.

Of these three programmes One-Euro-Jobs are fag imguortant than the others in terms of
programme inflow. More than 600,000 individualsrtgd the programme each year from
2005 and 2009 (Table )The other two schemes are of much less importéorceelfare
recipients. Taken together their annual inflow ehgrom 86,600 to 112,400 people over
the same period. Not surprisingly, the total pragree expenditure is highest for One-Euro-
Jobs with normally more than one billion Euros gear (Table 2). Nevertheless, with
respect to the average direct costs, One-Euro-dabshe cheapest programme with about
350 € per month and participant compared with 1800 2,200 € in the other programmes
paying a wagé.However, if we add the total welfare benefit te thirect costs of One-Euro-
Jobs, the total costs can reach a level of somembes than 1,000 € per month for a single
adult with no other means of income. We will lasbiow that the average benefit level for
the unemployed welfare recipients in our sample &sn order of magnitude of around 700 €
per month.

Although the programmes are similar, they neveetheldiffer with respect to certain
programme characteristics. Following is a desaiptdf the three programmes. Table 3
summarizes key characteristics of the programmes.

2.2 Job creation schemes (JCSs)

JCSs (currently regulated under Art. 260-271 S¢ Were introduced with the law on

employment promotion (‘Arbeitsforderungsgesetz’) 1869. In the 1990s and the early
2000s, temporary subsidized jobs under JSCs wer@fbthe most important ALMPs for Ul

® This figure as well as all data and figures irsthtiudy exclude the 69 districts in which only loca
authorities are in charge of administering the UBfdr which no systematic information is
available in the period just after the reform daeptoblems with data collection. According to
estimates of the Federal Employment Agency, ardithéle of unemployed welfare recipients are
cared for in these 69 districts. In 2007, aroun@d0@ entries into work opportunities (including
those with a wage) were reported to the statisifcée Federal Employment Agency by 67 of
these 69 districts (Department for Statistics @f federal Employment Agency 2007). If we add
One-Euro-Job starting in these districts, the inflato One-Euro-Jobs adds up to even more than
700,000 per annum.

However, the wage is of course not necessarifficent to move the participant’s household

above the poverty line, so that the participanth@se scheme can still receive (a reduced) welfare
benefit.



and UA benefit recipients in terms of programmdomwf (Hujer/Thomsen 2006). Between
2005 and 2008, JCSs were also available for URdIpients. In 2009, eligibility for JCS
participation was limited to Ul benefit recipients.

One primary goal of JCSs is relieving regional mf@ssional labour markets with excess
labour supply. Due to this goal, JCSs are moreqgmadhnt in East than in West Germany
with a much lower unemployment rate. JCSs shoubtdige those unemployed people with
temporary employment, who can only find work throuthpis type of support (Federal
Employment Agency 2004). Since 2004, emphasis hifted from integration into the
regular labour market to the goal of keeping upimereasing the employability of
participants. Nevertheless, the law on JCSs gtidtHies a preference for participations that
are expected to raise re-employment prospectsro€ipants (Art. 260 (2), SC IlI).

Jobs carried out have to be additional jobs of ipulsiterest. The criterion ‘additional’
implies that without the subsidy the tasks relatedhe subsidized job would not or only
later have been accomplished. Thus, usually thécjpents are supposed to accomplish
tasks that differ from those accomplished by trgular staff of a company. The criterion
‘public interest’ means that the output producedysand large a public good and that
commercial jobs should not qualify for the subsid@lige participation is mainly organised by
public sector or non-profit-making organisationswibich the PES assigns participants.
Participants earn a regular wage. Depending officitmeal qualification of the participant, a
subsidy of 900 € (no formal qualification) up td3aQ € (university or technical college
degree) per month and participant is paid to thpleyers in case of employing a participant
full-time (Art. 264 SC III).

Subsidies can deviate from these specified lumpssiimey can be up to 10 % higher due to
specific characteristics of the job or of the regib(labour market) situation. Moreover, for
specific costs of organising the participation dditional subsidy of up to 300 € monthly is
possible. However, in many cases subsidies carbalsolot lower than the mentioned lump
sums. First, subsidies should never exceed thes gvage of the participant. Second, in case
of part-time employment of a participant the lunymssubsidy is reduced according to the
ratio between hours worked and potential hours e@rikn a full-time job. Third, for
participants aged less than 25 years the subsidywage should be designed such that
participants have an incentive to enter vocatior@hing. In other words, their wages should
be lower than apprenticeship pdyConsequently, subsidies and wages are possitilaria
even far lower than welfare benefits. As we wilk dater, this is relevant for young West
German participants in our sample.

The subsidized jobs are subject to social secuwidgtribution with the exception of
contributions to Ul. Thus JCS participation doeal#e participants to become eligible for
Ul benefit. Participation lasts up to twelve montlissmployers offer a permanent contract

10 According to statistics of the German Federdditune for Vocational Education and Training, the

monthly apprenticeship pay was 529 € in East a6 West Germany in 2005. For specific
types of vocational training in firms the appreaship pay is even lower than the highest monthly
wage in minor non-contributory employment of 400 €.



after participation or if the tasks carried out af@articular importance for goals of regional
labour market policy, participation can be up ton2dnths. For participants aged 55 or older
the maximum duration is even 36 months. Workingetcan be full- or part-time. Jobs often
take place in social services and agriculture anddcaping®

2.3 One-Euro-Jobs (1EJs)

1EJs were introduced in 2005 for UB Il recipiefitsEJs have various aims (Federal
Employment Agency 2005). First, they should raige temployability of long-term
unemployed and enhance their employment prosp&cithermore, they aim at social
integration of needy unemployed persons by progidirem with a task and a daily routine.
Moreover, they can be seen as a contribution toptoegision of public goods by benefit
recipients who work for their UB 1l receipt. FingllLEJs are also a means of testing an
unemployed individual's willingness to work. Bensfican be cut temporarily, if a benefit
recipient fails to start a 1EJ or does not compdegeven participation without a good reason.

Like JCSs, 1EJs have to be additional jobs of puldility (SC II, Art. 16d). The participants
receive an allowance of usually one to two Eurashperr worked in addition to their UB II.
Jobs are not subject to social security contrimgtiaJob centres pay a lump sum to the
organisation providing the 1EJ to cover the relatedts. Participation is temporary and
usually lasted up to six months in 2005 (Hohmeyahil/Wolff 2006). Weekly working
hours can be designed variably in order to meetiBpaeeds of participants. However, in
order to ensure that participants have sufficiémetto engage in job search, 1EJs are
supposed to be part-time jobs with an average wgrkime of no more than 30 hours per
week. In the majority of cases, planned workingetieguals the upper limit of 30 hours per
week (Department for Statistics of the Federal Exyiplent Agency 2006, 2007). 1EJs often
take place in the sectors of infrastructure impnoet, environmental protection and
landscaping and health and care (Department fdista of the Federal Employment
Agency 2009).

1EJs should be created for unemployed personsseitare difficulties to find a job (SC II,
Art. 16d). This conflicts with the programme algmang as a work-test which might lead to
targeting rather unemployed welfare recipients wiblod employment prospects. Moreover,
young unemployed people under the age of 25 yegrdalw have to be placed to
employment, vocational training, a 1EJ or a worlaqunity as contributory job without
delay (Art. 3 (2) SC IlI). This implies that theyeaa specific, though not necessarily hard to
place, target group of the programme.

2.4 Work opportunities subsidising contributory jobs (WOCJs)

Like 1EJs, WOCJs (Art. 16d SC Il) were introducedaaspecific programme for welfare
recipients in 2005. The goals of the programme smglar to those of the other two

1 source: Department for Statistics of the Fedemabloyment Agency, information available under

http://www.pub.arbeitsamt.de/hst/services/statidgtail/f. html

A similar programme existed before for socialigtapce recipients with the "Help Towards
Work” (Hilfe zur Arbeit) scheme, for which no evalion studies were conducted as suitable data
was not available. The same holds for work oppdtiesias contributory jobs.
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programmes, but WOCJs aim more strongly at a pegntaintegration of participants into
regular employment (Federal Employment Agency 2005)

In contrast to jobs subsidized by the two schemesalteady discussed, WOCJs do not
necessarily have to be additional jobs of publier@st. Job centres can abstain from these
two criteria if for instance they regard prospeaft$ntegrating a participant into the regular
labour market as high. More than half of the WOBJ&007 and 2008 were in the sectors of
infrastructure improvement and environment protectilandscaping (Department for
Statistics of the Federal Employment Agency 200892.

Job centres pay a wage subsidy to the employer.|édMs of the subsidy is not explicitly
regulated under the SC Il. The Federal Employmegegngy though recommended to job
centres that the wage should be comparable toasimilbsidies and should compensate
employers for the difference between the wage aed(lower) productivity of the worker
(Federal Employment Agency 2005). Thus, in conttas§CSs there are no strict upper
limits for the subsidy. That may help to bring papants with a relatively high subsidy into
well paid jobs®®

The participant earns a regular wage in a conwifyujob. Until 2008, this included
contributions to Ul. Hence, in contrast to the jpwesly discussed schemes, participants
could become eligible for a new entitlement to @héfit if their participation helped them
to pay such contributions for at least one yedh@two years prior to their Ul benefit claim.
In order to prevent malpractice, the duration of @J® is restricted to less than twelve
months. Of course, this does not prevent somecgaatits from renewing their eligibility for
Ul benefits through a WOCJ patrticipation combindthwsome sufficiently long (previous or
subsequent) period of contributory employment.

3. Theoretical considerations

The selected employment programmes might have liemikficial as well as adverse effects
on the labour market performance of welfare reaifsievho participate. Let us start with
some beneficial effects. Participants’ effectiveness job-seekers might increase after
programme participation, leading to better prospexft working in a regular job, higher
earnings and in turn less need for income suppiainifors 1994). One reason for this is
that participation provides the welfare benefitipamts with some work experience.
Participation in a direct job creation scheme m#yerefore, in particular improve
reemployment chances of people who have been plitesa very long period and are no
longer used to regular work schedules. Next, ppdion signals a welfare recipient’s
willingness to work to employers. Moreover, pagants might receive both formal and
informal training while holding their subsidizedbjoThis raises their competitiveness in the
labour market and hence their prospects to suadbssipply for some job offers and to
remain in their new job.

3 From 2009 onwards, the Federal Employment Ageecpmmends that the subsidy should be

designed according to the rules of the traditiak@bs (Federal Employment Agency 2009).



Since long-term joblessness may discourage unergloyelfare recipients, working in
subsidized jobs might additionally raise their mation to search for regular work by
improving their well-being. These are implicatiooispsychological theories, e.g., Jahoda’s
(1982) latent function approach that regards fureteted needs that can be achieved by
working: time structure, social contacts, partitipa in collective purposes, status and
identity and regular activity. Also Fryer's (198&pency approach implies a beneficial
impact of taking-up work on well-being as it raigeperson’s control over her life situation.
To what extent One-Euro-Jobs can achieve such implpends certainly on how well the
programme participation fits the needs of the pgodint and contributes to resolving some of
her problems for an employment take-up.

Potential adverse effects include, first of albttfob search effort for regular jobs is reduced
as long as participation in the schemes can comti@me reason for this is that participants
compared to unemployed welfare recipients have tless to search for work while being
employed in one of the schemes. In case of JCSD@Js but not for 1EJs, participants
also achieve regular earnings which can be coratiehigher than the welfare benefit and
not necessarily lower than wages that they coutd @aregular jobs. For many welfare
recipients this might be a disincentive to searod #éake up a regular job as long as
participation is not completed. In other words, tive subsidized contributory employment
schemes might raise the welfare recipient’s resienvavages and reduce her search effort
considerably during participation. But naturallytlife wages achieved during participation
tend to be not or not much higher than the welbeneefit, it is rather the loss of time for job
search that matters. Some disutility of workingdimight even reduce reservation wages.
However, as already mentioned participants mige dlerive a direct utility from working.

If we think in terms of a job search model, thiditytincrease would raise their reservation
wage and lead to less intensive search for regoite: Taken together participation should
imply the well-known lock-in effect (van Ours 2004)uring the potential programme
participation period the rate of taking up an ursstized job is reduced. This lock-in effect
should be more severe for participants receivingge than for 1EJ participants.

Even after participation is completed, the treatinmwnany of the programmes might cause a
lower regular employment rate for participants. Téason is that many still have to search
for jobs for a considerable period of time untieyhoffset the initial disadvantage of less
intensive job search. Moreover, the participatiorthe programmes could rather stigmatise
the participant than signal the participant’s wijness to work to employers. This could be
important if the schemes are well known to targevery hard to place individuals. Also for
these reasons adverse impacts on employment pavegeof participants are possible and
might persist after programme participation is ctatgu.

Differences in the impacts of the three programmigght not only arise due to differences in
payment during participation but also for othersmres. One issue of importance might be
that the potential duration of the programmes diff@ith longer programmes leading to a
higher initial lock-in effect but presumably latey a higher beneficial effect, once the
participation is completed. Next, the selectionsobsidized jobs may matter. Of the three
schemes only WOCJs can subsidize commercial jopsitdic and non-profit sector jobs, in



which participants fulfil the same tasks as a camg{garegular staff. Therefore, participants
in this scheme are presumably more likely thanigipants in one of the other programmes
to continue working in an unsubsidized job in tbenpany where participation took place. It
might also imply that participants improve skilfer which net demand in the economy is
higher. Therefore, the work experience gained byG¥@articipation may also facilitate for
participants the take-up of a regular job in otltempanies than the one where the
participation took place. For these reasons, giinent by WOCJs might be more effective
than treatment by one of the other two schemest, Negontrast to 1EJs, WOCJs and JCSs
are implemented relatively rarely. Therefore, jaintces presumably put more effort in
ensuring a positive selection of institutions oligary the latter two schemes; they might
also put more effort into matching a welfare resfpito a suitable subsidized job. This could
lead to a higher quality and hence success ofniegat than for the large scale 1EJ
programme.

Job centres though could place welfare recipiemts WOCJs who are likely to gain a
sufficient contribution record to Ul to claim Ul hefit after they completed their
participation. These participants would either nager receive their welfare benefit or
receive a reduced welfare benefit. Hence, caraf$etts could occur and set disincentives
to search for regular jobs for participants (Sia2€9€4). Furthermore, if job centres at least
partly implement the policy this way, they mightsigm people with relatively good
employment prospects to the scheme, who are lkedy than hard-to-place unemployed to
need this type of treatment to improve their emalolty.

4. Previous findings
4.1 Direct job creation schemes in Germany

No micro evaluation studies for WOCJs exist so Téwe section summarizes findings on the
other two programmes.

4.1.1 Traditional job creation schemes

As JCSs already were introduced in 1969 and theg baen a major programme in the past
particularly after the German reunification, vasatudies exist looking at the effectiveness
of the programme. All existing studies analysertbffiects for Ul and UA benefit recipients.
Not a single study regards recipients of the newfare benefit, the UB Il, since its
introduction in the year 2005.

The earliest studies have been conducted afteG#renan unification at the start of the
1990s when JCSs played a major role in East Gernlefys were used as relief work in a
situation of extremely high joblessness duringtthasition shock period. As administrative
data of the relevant population were not availabléhe 1990s, these studies are based on
survey data with the disadvantage of representnglissamples of the population under
review. This only allowed analyses on a comparitivegh level of aggregation, e.g.,
concerning the time of entry into programme, peas@haracteristics or programme types.
We, therefore, focus on more recent studies bamedldministrative data in this literature
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review?* Large administrative datasets became availabtherearly 2000s. Several micro-
evaluation studies of JCSs were conducted applygingtatistical matching approach
comparing participants in the standard case withlai (unemployed) non-participants who
are eligible for the programme. The bulk of thed@s estimate the net impact of the
programme on the participants’ probability of wardkiin unsubsidized contributory jobs at
different points in time after programme start.

Several studies were conducted by Caliendo, Hupel Bhomsen (e.g., Caliendo 2006,
Caliendo/Hujer/Thomsen 2008a,2008b, Hujer/Thomseh0pR Most of their analyses are
based on unemployed individuals entering the progra in February 2000. Hujer/Thomsen
(2010) and Thomsen (2007) analyse later JCS infiolhorts covering entrances between
July 2000 and March 2001. Furthermore, Stephanosimers investigated the effectiveness
of JCSs using a particular database of the Fedarglloyment Agency called ‘TrEffeR’
(Stephan/Pahnke 2010, Stephan/Réassler/Schewe 28@8)des, Wunsch and Lechner
(2008) analysed the effects of programme partimpahcluding JCSs for persons becoming
unemployed between January 2000 and the firstdi@ecember 2002.

To a large extent the results of the studies indpdidverse treatment effects on the treated: In
the short run, strong lock-in effects on the emplept rate of participants occur
(Caliendo/Hujer/Thomsen 2008b, Hujer/Thomsen 20&@y participants recover only
slowly from the initial lock-in period (Wunsch/Leslr 2008). Looking at medium-term
effects, some studies find that employment effetatg negative until the end of the available
observation windows whereas others find insignificar small positive effects. The
estimates of Caliendo, Hujer and Thomsen imply tiesrly three years after programme
start, effects on the probability of holding a riegyob are still significantly negative for
East German participants, insignificant for maleipgants in West Germany, and positive
and well-determined for West German women (Calie@866, Caliendo/Hujer/Thomsen
2008a). The results of Wunsch and Lechner (2008)lyirmegative impacts of JCS
participation on employment prospects and cumuléited in employment 2.5 years after
programme start. However, Wunsch and Lechner usdiffarent definition of non-
participation. They require non-participants nostart a programme during a long period of
time of 18 months, whereas the other authors defioe-participation in the sense of
waiting; waiting implies that controls are select®eth that they do not participate in a
programme only during a very short time windowwihich the treatment of the participant
group started. The approach of Wunsch and Lechightrtead to a positive selection of
controls and thus to less favourable employmerecest® Stephan and Pahnke (2010) find
42 months after programme start an insignificaféatfon employment prospects for jobs
with a duration of up to six months and a slighlysitive effect of jobs with a duration
between seven and twelve months. However, the @ieditegular employment history over
the entire 42 months period is still negativelyeatéd by JCS participation.

4 Reviews of the early studies using survey datalma found in Fitzenberger/Speckesser (2000),

Hagen/Steiner (2000), Hujer/Caliendo (2001), Hijeomsen (2006) and Thomsen (2007).

For the discussion of different definitions ofrAmeatment and its impact on results see Sianesi
(2008) and Stephan (2008).

15
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The results on the employment effects of JCSsdgremate participant groups are certainly
not promising® Yet, several papers study effect heterogeneisgtowhether specific groups

of participants nevertheless benefit from partitgaor specific programme types achieve
better results. These results provide some himta foore efficient implementation of JCS.

Caliendo and others (Caliendo 2006, Caliendo/HUfemsen 2008a) find that the net
impacts on the regular employment rate of partitiparary to some extent over different
participant groups: For many subgroups treatmefeices are not significant, but in West
Germany long-term unemployed men and women, highblified men and older women

benefit from participation. In East Germany, eféecn the regular employment rate are
negative for male and female participants with arslhinemployment duration and for

prime-aged women, whereas small positive effeatsbeaobserved for long-term (at least 12
months) unemployed women. Hujer and Thomsen ideaffect heterogeneity according to
duration of unemployment before (potential) entnyoithe programme (Hujer/Thomsen
2010, Thomsen 2007). In West Germany, positivetrireat effects occur 30 months after
programme start only for those who start the pnogna in the fifth or ninth quarter after

entering unemployment. The authors conclude th& p@rticipation is less harmful for

long-term unemployed. In East Germany, treatmefieicef are negative or insignificant 30
months after programme start.

Looking at programme heterogeneity, Caliendo, Hupgmd Thomsen analyse the
effectiveness of different types of JCSs compaoedan-participation (‘waiting’) (Caliendo

2006, Caliendo/Hujer/Thomsen 2006). They distinguetween five different industries,
two types of support (regular vs. increased) ara implementing organisations (public vs.
private). Again, they find positive employment etfe only for some groups, i.e., men in
West Germany in the ‘Office and Service Sector’ amgimen in East Germany in the
‘Community Service Sector’.

Furthermore, several studies estimate the effdgtanticipation in a JCS not only compared
to non-participation or ‘waiting’, but also compdr participation in a different programme
(Stephan/Pahnke 2010, Wunsch/Lechner 2008). Thig ey shed light on the issue
whether a different treatment would have been naffective for JCS patrticipants. Stephan
and Pahnke (2010) compare participation in JCSpréwision of skills and short-term

training and find no positive effects of JCS pap@étion compared with participation in one
of the other programmes with respect to employmeospects and cumulated employment
in the 3.5 years after programme start. Howevay flace difficulties to find an adequate
control group because participants in JCSs diffemf those in training programmes.
Wunsch and Lechner (2008) found that JCS partitipamould have benefited from

participating in short-term training, a combinatioh several short training measures or
general further training with a duration of morarhsix months. None of the participant

® some studies analyse the scheme’s effects omabmur market and not only on participants.

According to results of these regional panel dat@yses, an increased intensity of JCSs tends to
have adverse effects on the labour market. Follgwitagen (2004), it reduces the long-term
(regular) labour demand in East Germany. Accordiogthe results of Hujer/Zeiss (2005),
increased intensity of the JCS reduces the effigienatching function in West Germany.
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groups of the other observed programmes would bawefited from participating in a JCS
instead.

4.1.2 One-Euro-Jobs

Several micro evaluation studies have been conduotiking at participants starting a 1EJ
in early 2005 shortly after the introduction of t8€ 1l (Hohmeyer 2009, Hohmeyer/Wolff

2007, Wolff/Popp/Zabel 2010) and in 2006 and 20Buher et al. 2010, Thomsen and
Walter 2010). In general, lock-in effects occurtive short run. Yet, with an order of
magnitude of two to four percentage points, the reduction of the participants’

employment rate in the first couple of months aftexgramme start is negligible compared
with lock-in effects that many studies find for JQ&rticipation (Hohmeyer 2009,

Hohmeyer/Wolff 2007). About 1.5 to two years afpeogramme start, small positive effects
on employment prospects emerge for participants Wdest Germany and for East German
women, but not for East German men (Hohmeyer 20D@spite these small positive
employment effects the probability to leave welfdrenefit receipt is rather negatively
affected for participants (Hohmeyer/Wolff 2007).

Impacts of 1EJ-participation vary considerably odiffierent participant groups, in particular
depending on the age of participants and time whenlast contributory job ended. For
participants aged younger than 25 years, the sffentthe employment rate tend to be
negative and lower than for the other age groumhieyer/Wolff 2007, Wolff/Popp/Zabel
2010). Similarly, the treatment effect is negat@ months after programme start for
participants who lost their last job in 2004. Thmosite is true for those who lost their job
before the year 2004 or who were never regularlgleped. Employment effects are largest
for West German women who lost their last contobyjob between 1992 and 2000. Huber
et al. (2010) find positive and weakly significarployment effects roughly one year after
programme start for participants who are male, &t not lone parents and who do not
have a migration background.

Looking at different types of 1EJs according tonplad duration and working hours,
Hohmeyer (2009) finds little effect heterogeneitifhwrespect to working hours, but some
with respect to the (planned) length of participatiwhereas short programmes perform
better in the short run, there is evidence thagéomprogrammes catch up in the long term.

Overall, findings on net impacts of 1EJs are gatliely similar to those found in previous
studies on JCSs, but lock-in effects are smaller positive effects emerge earlier. Thus,
results for 1EJs are to some extent more optimistia those for JCSs. But we should keep
in mind that until now studies of JCSs did regaraimy Ul benefit recipients and periods
before 2008’ On average, they tend to have less difficulties fiofling jobs than
unemployed welfare recipients, who by definitioe arselection of people with much less
success in the labour market. Hence, a comparisoesalts of previous evaluation studies

" Previous studies on net impacts of JCS do noaydwdiscuss which share of JCS participants

received Ul benefit prior to receiving JCS treatinand which share received UA. Stephan and
Pahnke (2010) provide such figures for JCS paditip who started their treatment in March
2003. About 65 to 70 percent of JCS participanteireed Ul benefit prior to their treatment (see
Table A.1 in Stephan/Pahnke 2010).
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on JCS with results of more recent studies on I@tJwelfare recipients cannot answer the
question whether the more optimistic results ofsl&& due to a different programme design
or due to different groups of participants in diffiet time periods. Only a direct comparison
between JCS and similar 1EJ participants in a airsigtting can answer this question.

4.2 International evidence

Also international studies provide evidence thatgeeation programmes cause at most weak
positive employment effects for participants. Thedses of Bolvig/Jensen/Rosholm (2003)
for Denmark, Calmfors/Forslund/Hemstrom (2002) adl ws Sianesi (2008) for Sweden,
and Gerfin/Lechner (2002) for Switzerland all asalyand compare impacts of different
ALMPs on the labour market performance of partioigaand come to the above conclusion.
The same holds for the meta analysis of Kluve (2@&ihg results of evaluation studies on
ALMPs in Europe as well as for surveys of microerasion studies from different countries
(e.g., Martin/Grubb (2001) and Ochel (2004)). Rdgay employment programmes these
studies conclude that working in a market environihmaatters for the effectiveness of the
programme: whereas subsidized private sector emp@oy does have positive impacts on
the labour market performance of participants, iglidesd public and other non-profit sector
employment has only small or insignificant effects.

Consequently, for a programme like WOCJs, whichte#te place in a market environment,
we expect larger treatment effects than for JC8s1&Js, which are restricted to additional
jobs of public interest. However, microeconometmethods applied to estimate causal
treatment effects on the treated for subsidizedafei sector employment may not be
adequate to identify such effects. They cannot gnigpdeal with substitution effects and
deadweight loss, which are likely to occur in thee of private sector employment.

5. Evaluation approach and econometric method
5.1 Evaluation approach
We are interested in the effect of participatioroire of the three job creation programmes
compared to non-participation and for WOCJs andsJ&#§o compared to 1EJ participation.
Participation is defined as starting the programmea given period of time. Non-
participation is here defined in the sense of ‘imgit which means not starting an direct job
creation programme in the given short period ofeti(Bianesi 2004, 2008, Stephan 2008).
Nevertheless, non-participants in this sense cam stdifferent programme (e.g. a training
programme) in the time period or a direct job doraprogramme later on.

With R-1 different employment programmes, we ha¥e mutually exclusive and
exhaustive treatments as non-participation is hswdso defined as treatment. Here, the
fundamental evaluation problem arises because neot@bserve alR potential outcomes
after R potential treatments for one individual at the sdime but only one. To overcome
this problem, we compare labour market outcomgseofons receiving treatment with a
group of similar individuals receiving treatmesit As we have a non-experimental design,
participants in treatment differ from participants in treatmerg and their labour market
outcomes would be different even without the défertypes of treatment. To tackle this
selection problem, we apply a statistical matclapgroach. Basic idea is to find a group of
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persons receiving treatmeat who are similar to participants in treatmentin all relevant
determinants of the outcomes regarded in the asalysr statistical matching, rich data is
needed as a crucial assumption of this approatttaisve observe all relevant determinants
that influence both the participation probabilitydahe potential labour market outcomes.

5.2 Method

A standard framework to solve the fundamental eatadn problem in a non-experimental
design is the Roy (1951) - Rubin (1974) - modepotential outcome¥. This approach for
binary treatments was extended by Imbens (2000) laechner (2001) for multiple
treatments.

With R—1 programmes and non-participation, we hake potential outcomes for an

individual i: YiO,Yil,....,YiR_l. As treatments are mutually exclusive, only onetlod

potential outcomes of an individual can be observed

When comparing the effects @R treatments, we basically face a multinomial proble
Lechner (2002) compared results based on binaiy \ise) and multinomial matching and
achieved similar results with both approaches. Tiueswill stick to pair wise comparisons
of the different treatments comparing only two tneents,r ands, at a time.

Because of the fundamental evaluation problemcthesal effect of receiving treatment

and not treatmeng Y;" —Y;® is not ascertained.

The parameter of interest in our case is the aeetr@gitment effect on the treated (ATT) or
net impact of treatment on the participants of progner for a chosen outcom¥

E(Y -Y*|D, =r), @

which is the expected difference between the ouésoaf treatment and treatment for
those participating in treatment.*® D; indicates the treatment status of individualn the

remainder of the discussion we drop for simplitiitg subscript .

To find an adequate control group of participantsréatments who resemble participants
in r in the relevant aspects, we employ a statistiathng approach. If we control for all
factors X influencing the outcome and the probability of tiggpating in treatmentr
instead of treatmens, the ATT can be estimated by the difference ofolabmarket
outcomes of participants in alternativeand of the control group participating in alternat

Q-

< .

Ty =E(Y'=Y®*|D =r,X)
_ =EXY'|ID=r,X)-E(Y®|D =5, X)

8 A comprehensive description of the method camled in Caliendo/Kopeinig (2008) and Frolich
(2004). The following description is based on Fal{2004).

The decision on which effect to estimate depends the research question.
Heckman/LaLonde/Smith (1999) discuss further patarse
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The crucial assumption we have to make so thaffhiecan be identified in this way is that
given the (pre-treatment) characteristicX,, the programme chosen by a particular
individual does not reveal any information on hetemtial outcomes:

Y'IID|X Or 3)

which is also known assélection on observables, ‘ignorable treatment assignment’ or
‘conditional independence assumption’.

Exact matching on all covariates is not feasible ttua dimensionality problem (‘curse of
dimensionality’): For a large number of covariateas required by the matching approach -
finding statistical twins with exactly the same dweristics would be very difficult. To
solve this, balancing scores are used as a basisdtching. Rosenbaum and Rubin (1983)
show that, if potential outcomes are independentezitment conditional on covariate§,
they are also independent of treatment conditimrala balancing scordo(X). With
propensity score matching one might use the (estuf)gprobability to participate in the
treatmentr instead of treatmeng, given that one of the two treatments took placea
balancing score, in order to match treated of typavith similar controls of types .
Alternatively, one might use the product betweean ¢befficient vector of the determinants

of the patrticipation probability an& , i.e., the index functiooG'X as a balancing score.

With a probit or logit model from a sample consigtiof individuals receiving either
treatmentr or treatments both balancing scores can be estimated. Note wieemention
participation probabilities in the remainder thdways refer to a participation probability
conditional on one of two selected treatments akilace, D [1{r, <} .

A further requirement is the existence ofcammon support O < P(D =r | X) <1,

which means that persons with the saevalues have a positive participation probability
both of being participants in as well as ins (Lechner 2000).

Furthermore, the distributions of the probabilitedsparticipating inr for participants inr

and for participants irs, P(D =r | X,D =r) and P(D =r | X,D =), have tooverlap.
The ATT is only identified, if for any given valuef P(D =r|X,D =r) there are
individuals receiving treatments with the same value of the propensity score
P(D =r | X,D =) (Frélich 2004).

The consideration of the effect for single indivédki requires that both the probability of
participating and the effect on the labour marketfgrmance of an individual is not
influenced by the participation decision of othedividuals étable unit treatment value

20 Lechner (2001) provides the proof for the idigcation of the average treatment effect on the

treated in a multiple treatment framework and dises the related issues on identification and the
balancing score for a propensity score approacthande the approach that we follow.
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assumption, SUTVA). The SUTVA ensures that treatment effecen be estimated
regardless of the number and composition of pagitis and implies that a participation
decision of a single individual is not affected Hye participation decision of other
individuals (no ‘peer effects’ according to Sian2804).

According to Frolich (2004), the SUTVA can be assdnto hold, if the programme is of
small size, if market effects are unlikely or ittbhounterfactual world is similar to the one
evaluated. There is certainly reason to questinassumption in our context, since a large
number of individuals are treated. On the otherdhdnis is not too critical when comparing
different types of employment programmes, becanesgrhent and counterfactual world are
similar.

The propensity score matching estimator for an Admparing a treatment with controls
receiving treatment (from a waiting group or from an alternative treatt) is defined as
follows

1 , .
o = > Y- > w, OV |, 4)

Ntrealed iCtreated jOmatched controls of type s

where N, .4 IS the number of treated persons.

w; is a weight defined as the inverse of the numiemaiched controls of type for

personi :

1
\Nij = (5).

i,matched controls of type s

With nearest neighbour matching the number of oisitto be matched to some treated
individual is a choice of a researcher. In caseadius matching instead, all comparison
persons are chosen whose propensity score doefiffeotin absolute terms from the one of
the treated individual by more than a given distance, the caliper. Hetlw number of
matched controls may differ across individuals ofreatment group. For the analytical
variances and hence the standard errors of théseats's see Becker/Ichino (2002). When
carrying out the analysis we followed the outlineni Caliendo/Kopeinig (2008).

6. Data and implementation

6.1 The administrative data and their advantages fopropensity score matching
estimation

We use rich administrative data of the German Fddemployment Agency that are made
available for research by the Institute for EmpleymResearch. They contain individual
information collected in local job centres and evgphient agenciéSabout (registered) job-
seekers and benefit recipients including theirIspafi unemployment, ALMP participation

2L Job centres are responsible for UB Il recipiemtbereas employment agencies deal with Ul

recipients and unemployed people who do not recaiwe unemployment benefit, but register at
the employment agency.
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by type of programme and different types of unemmient benefit receipt including the
welfare benefit (UB Il). These daily spell data @revided together with spells on (minor
and contributory) employment in the Integrated Eogpient Biographies (IEBY. The
employment data are provided by employers to thboaities responsible for the statutory
pension insurance. They include gross earningshaihcteristics of the firm (e.g., sector) at
which the employees work.

Apart from the IEB, we use additional data sounmexviding more detailed information on
welfare benefit receipt. First, we use the UB Htbries and related data which allow us to
determine which individuals belong to each welfegeipient’s household. The levels of
welfare benefit payments by type (e.g., cash bgndfenefit to cover costs of
accommodation and heating) are available for eaciséhold on a monthly basis. Similarly,
we have information on monthly earnings and unehimeome (other benefits, maintenance
payments, rents, capital income, etc.) of the URedlipients as long as their benefit receipt
continues. Finally, we used the ‘Verbleibsnachweiisan the Department of Statistics of
the Federal Employment Agency that provides moceneinformation than the IEB on the
employment status (minor and contributory employthehthe individuals in our sample.

Taken together these micro data allow us to corfbola large variety of pre-treatment
characteristics in the selection equations. Thidugtes socio-demographic information,
information on the past performance in the laboark®t (including past participations in
ALMPs) and information on the partner and child@mcluding partner's labour market
history). Information on the equivalent income log¢ wwelfare recipient households was also
included, namely the log of the welfare benefitcafrent earnings and of other income of
the household® Furthermore, we included regional (district leviefprmation on the labour
market, such as the unemployment rate, share gftenm unemployment and the vacancy-
unemployment ratio and inflow rate into 1EJs in iR@0O052* Additionally, we included
binary indicators reflecting a classification ofswlicts according to their labour market
performance by Rib and Werner (2008). To give arwew which variables we included
in the selection equation, we display the probinestion results for the selection into 1EJs
compared with waiting (Table 8). Probit estimates the other selection equations are
available on request.

This particular rich set of covariates should makKiely that the conditional independence
assumption holds in our analysis. First of all, soeio-demographic characteristics ensure
that treated and matched waiting group members aichred members of an alternative
treatment are quite similar with respect to suctsqal characteristics. In our context it is
very important that we can control for the compositof the household, e.g., whether a

2 Fora description of the IEB see Oberschachtsielt. (2009). They describe a public use file with

a random sample of persons represented in thetteBEBS. Our sample was drawn from an |IEB
version containing the entire population.

As an equivalence scale for these income typeschose the new OECD equivalence scale
(weighting the first household member aged at I&&stears with one, further household members
aged at least 15 years with 0.5 and children youtigen 15 year with 0.3).

These data were drawn from regional data basdékeoDepartment of Statistics of the Federal
Employment Agency.
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person lives with a partner and the number of childThe reason is that we study outcomes
on welfare receipt of poor households; whether asbbold receives the benefit depends
certainly on its composition.

A large set of variables on past performance inldabeur market should sufficiently reflect

relevant unobservable talents and motivation thaterthine the outcomes. Hence,
differences between the treatments and matched arisop persons concerning such
aspects should hardly occur and bias our resulisur€ participation decisions of the

individuals might be driven by their partner's sess in the labour market. Without

information on this issue propensity score matctesimates might be inconsistent in our
context. Hence, it is of a considerable advanthgewe can identify partners and control for
their past success in the labour market, in ordlevbid such an inconsistency. Finally, the
small scale information of the regional labour nadirls also helpful, to avoid differences

between the matched treated and control individisare a result of distinct perspectives
of different regional labour markets.

6.2 The sample and selected descriptive statistics
6.2.1 The sample

As treatment samples we study the full inflow itthe three programmes during the period
May to July 2005 of welfare benefit recipients where registered as unemployed at the end
of April 2005. We estimate the impact of participgtin one of the three schemes compared
with waiting. Therefore, participants are companegtth a control group. Control individuals
are drawn from the stock of unemployed welfare bierecipients at the end of April 2005,
who did not participate in one of the three prograa between May and July 2005. They
may have entered other ALMPs in this time periog& Mge a 35 % random sample of this
group which provides us already with a large numtfepotential control individuals per
treated individual. All individuals are aged betwels and 61 years. Moreover, they did not
participate in any ALMP or were in contributory dimyment at the end of April 20085.

Moreover, we also study whether JCS or WOCJ ppetimn is more effective than 1EJ
participation which is the major alternative inner of programme inflow. Therefore, for
these two programmes, we also rely on a secondat@mnbup of 1EJ participants and hence
perform a direct comparison between programmes.

We computed for the waiting group for each comparia hypothetical programme start
month that was randomly drawn from the distributmnprogramme start months of the
treatment group. We did this in order to computicames from the month of programme

% Heckman/Ichimura/Todd (1997, p. 612) emphasise ithportance that treatment and control

group reside in the same local labour market. Theze we do not only include the above
mentioned regional indicator, but also delete ol@ns from potential control groups that
belong to small scale job centres, in which theetgptreatment that is studied does not take place
from May to July 2005.

Moreover, we deleted a few observations with mgalues on the outcome variables in the
period under review and a few individuals with rmgscovariate values. If for a covariate many
observations were characterized by missing vathey, were not deleted from our sample. In such
a situation we introduced a dummy variable thattrmd® for the missing code of the covariate,
e.g., we control for missing information on vocatbeducation.
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start onwards. People who between the end of 2006 and their hypothetical programme
start month already successfully found contributotys, exited unemployment or welfare
benefit receipt (also temporarily) were not inclddie the analyses.

For a given comparison, control group individuakrevalso dismissed if they belonged to a
local job centre with no observation of the specifipe of treatment. This pre-selection is
nearly irrelevant for the large scale 1EJ prograrne there are a number of controls in job
centres without treatments by one of the othergragrammes between May and July 2005.

Table 4 displays for men and women in East and \@estnany the number of treated and
the relevant number of potential control persomnsefach of the comparisons we consider.
The size of the treatment groups ranges from ks 200 treated (WOCJs, West German
women) up to more than 29,000 treated (1EJs, Eagnh& men). The relevant number of
potential controls is in most cases relatively éargo that the propensity score matching
procedure should find a considerable number of @vatpe controls for each treated person.
However, for the comparison 1EJ versus waiting astEsermany there are somewhat less
than 4 potential controls per treated. Similarlgr @CS participant we have only 4.6
potential 1EJ comparison persons for East Germanand six for East German women. In
the other cases the data contains far more padtentirols per treated. We will later see that
nevertheless in all cases we achieve a high matality i.e., there is nearly no difference
between the treatment and the matched control greilip respect to their (average)
observable pre-programme characteristics.

6.2.2 Selected characteristics of the sample member

To shed some light on differences between treatddize waiting groups, we present some
selected descriptive statistics on their observabbracteristics in Table 5. We only regard
the most general waiting group in this table, withdeleting observations of individuals in
job centres with a zero inflow into JCSs or into @3 during May to July 2005. Not
surprisingly, we find that the participants in tfee programmes in contrast to people from
the waiting group tend to be more frequently urttierage of 25 years. The share of young
people among the participants is in many cases tharetwice as high as their share in the
waiting group. This reflects that the SC Il defilee welfare recipients below 25 years as a
special target group in particular for 1EJs and WQC

The age distribution of the JCS participants dffby region: in West Germany more than
40 % are younger than 25 years, whereas in Eash&dsrit is only 10 (women) to 14 %
(men). In East Germany, JCSs target strongly aldemployed welfare recipients: 30 % of
JCS participants are older than 50 years, wheretgesst Germany it is only 12 % (men) to
15 % (women). The higher share of persons agech&Irmre in East Germany compared to
West Germany can also be found for 1EJs and WORh&sshare of individuals aged older
than 50 in the waiting group is around 19 % in Easivell as in West Germany.

How large is the share of further target groupsneeff by the Federal Employment Agency
in the programmes? Neither persons with healthricishs nor foreigners nor persons
without secondary schooling degree are particukangeted by any of the programmes. The
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share of foreigners is smaller in any of the progrees than in the control group. This is also
true for women without secondary schooling cediiic Compared with their share in the
waiting group very low educated females withoutlao®ling degree and without vocational
training are much less represented in any of tbgrammes. This also holds to some extent
for East but not West German males.

1EJs do not focus on hard to place individuals agrtbe needy unemployed but the results
indicate that they are used subordinately to gbthegrammes. This becomes apparent when
we look at the employment record during the past fyears prior to 30 April 2005: A
considerable proportion of people in our sampleeewever employed in an unsubsidized
contributory job during the last five years. In tivaiting group these are around 30 % of
males, more than 40 % of East German females ane tihan half of West German females.
In contrast, in all the participant groups thesareh are often more than 10 percentage
points lower. Looking at the different programmes, find JCS and WOCJ participants to
have slightly longer cumulated employment perid@stlEJs participants.

Nearly 58 % of controls do not have a partner. Bhigre is higher for most of the groups of
programme participants (except East German paatitipin a JCS). This is particularly true
for women: West German women without a partneromerepresented in all programmes
and the differences in shares are larger thanhi@rother three groups. Furthermore, their
share of childless women is about 14 to nearly &@entage points higher in the treatment
groups than in the waiting group.

The average (equivalent) benefit levels in ApriD2@liffer only slightly between the waiting
group and the programme participant groups. Thegeaafrom about 600 to 730 € per
months. Due to the lower cash benefit for East @Gesnthey are somewhat lower for East
German samples compared with the West German diey. also tend to be somewhat
lower for women than for males. This may be becaussmployed women in our sample
more frequently have a partner than unemployed w@eth hence more people in the
household might achieve some earnings that redheceelfare benefit levels.

6.2.3 Selective characteristics of the schemes

As the potential duration of the participants’ margme participation and wages earned are
important for assessing the results of our analyaes briefly discuss these programme
characteristics in our sample. The three schenigstlgl differ with respect to their planned
length of participation (Table 6). The median plagiriength of 1EJ participations equals
half a year for all groups of participants. Als@ithaverage planned length is similar with
about 6.5 months. Though, the first decile is soh@wower for West compared with East
German participants. This holds for all three pangmes and may point towards more
frequent use of the programmes as a work-test éen\itest. Participations in JCSs are
characterised by an average planned durationghatdut 0.7 to 1.7 months longer than for
1EJs, but their median planned duration is onlyhéigfor West German women with
roughly nine months, whereas WOCJs have a longemnpld duration in East Germany with
also nine months. With 12 months the value Bid@cile of planned length of participation
demonstrates that a considerable part of JCS ipatiicns are characterised by relatively
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long potential participation periods in contrastli&Js with values of thé"@lecile of 9.1 to
10.5 months. The planned duration of WOCJs diffdightly from those of 1EJs for West
German participations both on average and in s$ridution. However, average planned
length of participation in East Germany of WOCJmisre than one month higher than for
1EJs and the difference between the medians is tavee months. To sum up, the planned
participation length of JCSs and WOCJs tend todneesvhat higher than for 1EJs, such that
we could expect lock-in effects to last for longdowever, the differences are often not very
large and thus may not matter that much for expigidifferences of programme impacts in
our context.

Table 7 displays descriptive statistics on monthéges in JCSs and WOCJs. The left panel
shows them for all participants, while the righhphexcludes the under 25 year olds. The
average monthly gross wages of all participant edctheir monthly welfare benefits in
April 2005 (600 to 700 €, see Table 5), though dnhabout 120 up to 260 €. Moreover, the
first decile gives clearly evidence that often thenthly wages in West Germany fall far
below a monthly welfare benefit for a single persafith not much more than 300 € the first
decile value is particularly low for JCSs. Thisleefs that for some participants the special
regulations described in section two imply low wage part-time work and for participants
younger than 25 years wages below apprenticeslyipAsathe first decile of gross wages is
also quite low for WOCJ participants in West Gergnahis likely that to some extent the
policy was implemented for young participants adouy to rules of JCSs. If we regard the
right-hand panel with participants aged at leasy@&rs, we can see a clear difference: Now
the first decile of gross wages for West Germartigpants is already close to welfare
benefit levels and mean and median are considehédher.

6.3. Implementation

In order to estimate the treatment effects on thatéd by propensity score matching, we
first estimated probit models for each pair wisenparison (as displayed in Table 4) with
the treatment status as the dependent variablehEB@omparisons to waiting, the dependent
variable is equal to one for a specific treatméd JCS participation starting between May
to July 2005 and zero for the waiting group (asraef in 6.2.1). For the comparison to 1EJ
participants, the dependent variable was one f&- X WOCJ-treatments starting in that
period and zero for the comparison group of 1Edigypants in that period. We estimated
models for each comparison for four subgroups, raed women in East or in West
Germany, separately.

In each application, we used the large set of cates as described in section 6.1 to control
for characteristics that may both influence thetipigiation probability and the outcomes
under study. We chose to exclude some covariasereenh the participation equation, if they
were highly insignificant according to Wald teskdowever, this choice was limited to
different covariates characterizing past perforneaincthe labour market like covariate sets
on duration of unemployment and on duration of ipgaef some unemployment benefit that
might be highly correlated with each other. In mikr way we proceeded with covariates
that characterize the situation of the regionablatmarket. Though, we always made sure
that at least some covariates on past labour mpdt&trmance and the region were included
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as determinants of a participation equation. T&btlsplays as an example the coefficients
of the probit models for participation in 1EJs werswvaiting. Results of the other probit
models are available on request.

From these results we predicted the propensityescavhere we chose the product between
the coefficient vector and the covariate vectongdrobit model as our propensity score. In
our net impact analysis we used first of all radinstching as discussed in section 5. The
calipers in the different applications are not emwsrbitrarily. We chose them in each
application as the $9percentile of the (absolute) differences betwempensity scores of
treated and matched controls that resulted fronreseaneighbour matching with one
neighbour and with replacement. We also apply warimearest neighbour matching
estimators to check for the robustness of our sadiatching results, e.g., nearest-neighbour
matching with five neighbours and replacement aitd different calipers. As the results on
net impacts are robust over various matching algms we present just the results achieved
with radius matching. Among the different algorithrmadius matching achieved the best
balancing between treatment and comparison grougs.us turn next to the issue of
balancing.

In Section 6.2.2 we learned that the treatment ggcand the group of potential controls
differ considerably with respect to several (pestment) characteristics. Did our matching
approach do a good job in balancing the differenmetsveen the groups? To assess the
matching quality considered several statistics. fiits¢ is the mean standardised (absolute)
bias (MSB). The MSB is the average of the distaimcéhe marginal distribution of the
covariates over all covariates that determinedotbability of participating in a programme
in the join versus wait case or the probabilityptuticipate in one programme and not the
comparison programnté.

If the matching procedure is successful in findbegnparisons that are similar to the treated
individuals the MSB should become quite small. Etteough there are no critical values
according to Caliendo and Kopeinig (2008) in masti®s a reduction of the bias to values
below three to five percent is regarded as sufiici@éable 9 displays the MSB before and
after matching for the different comparisons betwt® three programmes and waiting and
between the comparison of JCS and WOCJ and therdgdamme. Prior to matching, the
MSB is for all our groups higher than six and ofexen ten percent. After matching though
in all cases the bias is considerably reduced ngnfyjom a minimum of 0.2 % (1EJs versus
waiting, East German women and West German merip @pmaximum of 2.1 % (WOCJ
versus waiting, West German women). Hence, the hivajcprocedure reduced the MSB
sufficiently.

2T For a single covariate the standardised absoluteias b formula is

10®:U>7<trealed_ >7(comrol)/\/ 0'5 [D/(X[realed) +V( xcontrol)] X

treated population ana( contrals fOr the control population, which consists eithensparticipants
or participants in an alternative programme in camtext.

, Where “Mreated represent the covariate for the
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Similarly, we checked the matching quality by comipg the (Mc Fadden’s) pseudd-Bf
the probit selection equation for a sample priormtatching and after matching. After
matching, the pseudo?Rhould be considerably reduced and should beatesg to zero as
the covariates no longer influence the selectidn treatment (versus wait or versus the
alternative treatment). The results of this exereiso point to a high match quality.

Furthermore, we also calculated t-tests on the meérsingle covariates for the treatment
groups and the matched controls: The means ofaveriates between treatment and control
group do not differ significantly after matchingtime vast majority of the cases.

Apart from balancing there is another issue impurissue for Propensity Score Matching.
We have to assume that a common support and owexlap implying that the participation

probabilities are lower than one and that the ithstions of the propensity score for the
treatment and the control groups overlap. Therefmee compared the distributions of the
Propensity Score for the different treatment anutrob groups.

The distributions of the propensity score of treatirand control groups are very similar for
the ‘waiting’ groups and the groups of participantsarious programmes. For the pair wise
comparisons, differences in the shape of the Higidn of the propensity score can be
observed in some cases, but nevertheless theuffigent mass among non-participants for
regions of the propensity score with mass amongcgzants. Furthermore, the selected
matching approach will ensure that no bad matchesised for the very few observations
for which no sufficient mass can be found amongparticipants.

Given the large number of results on the qualityoaf propensity score matching, the
pseudo-R statistics, the t-tests on the means of singlegates and the distributions of the
propensity scores are not displayed here, butdhevailable on request.

7. Results on impacts of participation

In this section, we discuss our estimation resaftsiet impacts of programme participation.
We regard first of all impacts on the outcome ‘lrsdized contributory (regular)
employment’, as the welfare benefit regime emplessiaringing welfare recipients into
work (7.1). Bringing them into work should raisesithearnings prospects and reduce their
welfare dependency. However, participation coulsbafiecrease their reservation wages
leading to in lower accepted wages and thus tord@aenings and increased welfare receipt.
Therefore, we also consider annual earnings (ha) welfare receipt (7.3) as additional
outcomes.

7.1 Effects on employment

We start our discussion of the estimated treatnedigicts with the net impacts on two
different employment outcomes. First, this will lbee share of people in (regular)
employment at different points in time after thenttioof programme start. Second, it will be
the number of months in regular employment in thst,f second and third year after
programme start (with the first year starting vittb programme start month).
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Figures 1 and 2 show the estimated net impact emaular employment rate for each of
the first 36 months after the month when partiégpatstarted for the comparison
participation against non-participation (waiting)he net impact is the average over all
participants of the difference between the emplaynsatus (1 if regularly employed, 0
otherwise) of a participant and (the average ower) matched control group. Table 10
displays for the 38 month after programme start additionally corresfiog gross outcome
values, i.e., the share of regularly employed amahg matched controls, which
characterizes the labour market performance ofeatrtrent group without getting the
specific type of treatment. It also displays thare for all potential controls from which the
matched controls were selected; a comparison batwlkese two shares answers the
guestion to what extent the treated are a posiiva negative selection of unemployed
welfare recipients.

In Figure 1 we display estimated net impacts ferghrticipants in JCSs and 1EJs. For both
participant groups of men and women in East andt\@esmany, a clear negative impact on
their regular employment rate emerges during the& fnonths after participation started.
These lock-in effects are strongest after five merfor East German participants and after
four months for West German participants. For J@8seffect is of an order of magnitude
of close to four percentage points for East Gerpanicipants, six percentage points for
West German male participants and less than fourepgage points for West German
female participants. As the planned duration of J@8icipation is somewhat longer than
for 1EJ participation (see Table 6), we would expeck-in effects for JCS participants to
be stronger than those for 1EJ participants. Howethgs only holds for men and the
difference is strongest for West German men. Thsae for this result could be that West
German male JCS participants have considerablyehigimployment prospects without
participation than the West German male 1EJ ppeids: the employment share of matched
controls for JCS participants three year after m@ogne start is at 27.4 % nearly 3.4
percentage points higher than for the matched alsntf 1EJ participants (Table 10).

For women the lock-in effects of the two programrhasdly differ during the first months
after programme start. This comes as a surpris@radsmale JCS participants the average
planned length of participation is 0.7 months higthan for female 1EJ participants in East
Germany and 1.7 months in West Germany (see Tabléedice, there was reason to expect
lock-in effects for female JCS participants to edté¢hose of 1EJ participants. However, in
terms of expected labour market performance witlpauticipation female JCS participants
differ little from their counterparts participating 1EJs (see the employment rates of
matched controls in Table 10).

More than four to five months after programme diagtnet impacts of JCSs (versus waiting)
increase. Positive and significant net impactshengmployment rate emerge a bit more than
one year after the participation started for wonidrese net impacts still tend to rise up to a
value of more than three percentage points for Essiman women and more than 11
percentage points for West German women (see afteTl1). The increase of the net
impacts on the employment rate ends after threesyka East German males with a
significant though low effect of one percentagenpa@nd for West German males with a
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close to zero and insignificant net impact. Turnind EJs, we find effects for West German
men to be relatively similar to JCS impacts. FostBaerman men, effects slightly differ
between the two participant groups as in the cad&ds the increase of the net impact after
the initial lock-in effect is not strong enoughré@ach the zero line. For women instead we do
find positive impacts both for East German and W&stman 1EJ participants. However,
these impacts are smaller and for West German wdaresmaller than the estimated net
employment impacts for JCS participants.

The estimated average net impacts of WOCJ partioipa(versus waiting) on the
participants’ regular employment rate are preseme#ligure 2. We display them again
together with the net effects for the 1EJ partiotpan order to highlight differences between
the two groups of participants. Our estimates imlplgk-in effects for WOCJs with a
magnitude similar to our findings for JCS particifga But net impacts start to rise earlier
and more strongly. Consequently, positive net &fen the employment rate emerge one
year after WOCJ participation started. For Eastn@eis and West German men they are
most of the time higher than the net impacts ofsl&dd also of JCSs on the employment
rate of participant&’

As disincentives to take up jobs and hence loakfiects may be higher for JCS and WOCJ
participants that achieve a relatively high wage,also estimated the employment impacts
of these two programmes for those participants ateast achieved 850 € of monthly gross
earnings in their subsidized job. We chose thidtligince it is higher than a welfare benefit
and for most participant groups somewhat lower ti@nmedian wage in their subsidized
job (see Table 7). We had to limit this analysi€tst German participants, since for West
Germany the number of participants earning 8504nore is already quite small. The
estimated net employment impacts for these morgglihparticipant groups though differ by
little from the results that we already presentexbiflts are available on request). For this
reason, at least for East Germany we cannot coactbdt higher wages while on the
subsidized scheme also imply higher disincentivgake up regular jobs.

The impacts discussed so far are only relevanthferspecific participant groups. WOCJ
participants in general and West German male JC&cipants are a considerably better
selection from the pool of unemployed welfare rimips than 1EJ participants, as the
differences in employment shares of their matchmrols in Table 10 demonstrate. Thus
we cannot yet infer whether for JCS or WOCJ paotints a 1EJ-treatment instead would
have been rather worse or better for improving esmpent perspectives. By estimating the

8 One of the reasons for WOCJs having larger enmpéoy impacts than JCS could be the fact that

subsidizing commercial jobs is possible. Statisties the economic sector of the subsidized
employment spells of our sample demonstrate cleidudy the sectors where JCS and WOCJ-
participation takes place differ. For JCS the madonomic sectors are the primary sector with
about 15 % of participants, more than 60 % of pgrdints work in public administration, defence
and social security agencies, health and sociak woother services. The corresponding humbers
for WOCJ are 3 % for the primary sector and 38 %otii@ other sectors we mentioned. WOCJ
participants very frequently work in the educatsector (in particular education for adults) with
about 43 % of participants. This sector accountyg tor about 9 % of the JCS participations in
our sample. Hence, there is some clear differemt¢lea sectoral composition of subsidized jobs for
JCS and WOCJ participants.
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impacts of these two programmes in a multiple measit framework versus 1EJs this

question can be settled. Figure 3 shows the restiltsis exercise. In all cases the results
imply more severe lock-in effects of JCSs and WO€Ehspared with the 1EJ alternative.

Yet, this negative impact during the first few munafter programme start is frequently not
well-determined. This confirms that it is rathere tiparticipant group than programme
characteristics (such as wage and duration) leattinarger lock-in effects of JCS and

WOCJ participation compared to waiting.

Moreover, for participants in WOCJs the treatmemids to employment outcomes clearly

superior to 1EJ participation from about eight nhenafter programme start onwards. Only

for West German women, we cannot make such a stateas the net impacts are frequently

insignificant. Similarly, we often find for JCS paipants that this type of treatment has a

more beneficial impact on their employment ratenth&Js. This holds from somewhat more

than one year after treatment started onwards exwe@/est German males. Taken together

our results imply that 1EJ participation often wbhve been an adverse alternative for JCS
and WOCJ participants.

The average treatment effects on the treated vé#pect to our second employment
outcome, months in regular employment up to the ehe@ach of the three years after
programme start, are displayed in Table 12. Theyaestrate in a more compact way the
impact of the different comparisons. The first foaws of the table show the impact of the
different treatments versus waiting. For nearlysalhemes and all groups there is a net loss
of months in regular employment during the firsayafter programme start (including the
month of entering the programme — which would betimaero). The loss tends to be higher
for men than for women and particularly high forme JCSs as East German men pass 0.4
months and West German men 0.5 less in regularoymmgint than without participation.
Until the second year after programme start, thignased impacts are still negative and
mainly significant for men in JCSs and 1EJs and BEa@sman women treated by 1EJs. In all
other cases the effects are already positive atidame exception significant. In the second
year after programme start, the WOCJ scheme alrksmtis to considerable employment
gains with of an order or magnitude of up to onenthadditional regular employment due
to participation. The net impacts still tend torgese until the end of third year after the
programme participations started. The comparistwdzn JCSs or WOCJs and 1EJs in the
last four rows of Table 12 of again confirms thanearly all cases 1EJ treatment would be
the worse alternative.

7.2 Effects on earnings

Let us next turn to the impacts on real annual ggezgnings from any type of employment
(hence including minor employment and subsidizegleyment) achieved in the years
2005, 2006 and 20G7.Table 13 shows the estimated net effects for dhigome® We
include earnings not only from regular employment blso from minor and subsidized

29 When we carried out the analysis, earnings in&diom for 2008 was not yet available in the data,

though we already had employment status inform&to2008.
Nominal earnings were deflated by the consumarepndex, which was normalised to one in
April 2005.

30
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employment® The reason is that we also want to highlight tlapacts on earnings
remarkably differ between the programmes with déffee implications for welfare receipt.
Moreover, the impacts in 2007 are mostly due toaictp on unsubsidized employment, as
almost all subsidized employment participationsenaympleted before that year.

The estimation results versus waiting in Table fi&t(four rows) show that JCSs and
WOCJs that both imply contributory employment farticipants also imply a net impact on
annual earnings with orders of magnitude betweeuta®, 700 € and nearly 4,700 € in 2005
and 800 € up to 2,500 € in 2006. It is not surpgdhat the latter numbers are lower, as for
many participants their subsidized employment eraitfeer before or shortly after the start
of the year 2006. Regarding 1EJ participants irrslcantrast, the estimated net earnings
effects for 2005 and 2006 are often negative or $lightly positive and low in absolute
terms ranging from a reduction of 414 € to a pesitmpact of about 180 €.

In the year 2007 when earnings do not stem anyelordgpm the initial subsidized
contributory job, most of the analysed groups oftip@ants in JCSs and WOCJs still
considerably benefit in terms of a positive effetctheir participation on earnings. For JCSs
the impact on gross earnings is lowest at 160 €Efast German male participants and
highest for West German female participants withgidy 1,660 €. Also the net effects of
WOCJs are lowest for East German men at 550 €.eBlimates for West German males
imply the largest impact with still a consideralil@90 € or more than two months of full
welfare benefit for a single adult. For 1EJ papticits the earnings impacts are higher in
2007 than in the two previous years. There aretipesimpacts of around 140 € for East
German women and West German men, an impact o€ 367 West German women. As in
nearly all cases the impacts are considerably IdareEast German men with an earnings
reduction of 176 €. Hence, participants in 1EJdippnouch less from their participation by
improved earnings perspectives than participantshen two programmes that subsidize
contributory jobs.

Let us still directly compare JCS and WOCJ paréing to matched controls from the 1EJ
group. The last four rows in Table 13 show thenested net earnings impacts of this
exercise. They also confirm that for participamsICSs and WOCJs in all years including
the final year, their treatment implies a more liiers@ effect than treatment by the
alternative 1EJ scheme. Only in the year 2007 tiseoee exception: The net earnings effect
of West German female WOCJ participants is closseto and insignificant. Yet, this result
refers to a very small group of only 170 particiigago that we cannot be quite confident
about it.

Whether these earnings effects are sufficient tiee or end welfare dependency, we will
discuss in the next section.

31 However, the allowance for additional expensdd paring 1EJ participation is included neither

in earnings nor in the amount of benefit receipt.
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7.3 Effects on welfare benefit

We finally want to show to what extent the differdreatments contribute to reducing

benefit dependency or even becoming independentliére benefit. We regard, therefore,

first of all the impact on the monthly rate of vael receipt (Table 14) and on the average
real monthly equivalent welfare benefit in eachtlod first three years after entering the
employment scheme (Table 15). We deflated the welfsenefits in the same way as

earnings.

After six months the estimated net impact for J@8igipants implies a 25 up to more than
31 percentage points increased probability of reihdp dependent on the UB Il benefit
(Table 14). This range is similar for the WOCJ tneent reflecting that participants receive a
regular wage during participation in both schentésncerning the level of (equivalent)

welfare receipt, results imply a reduction of uguatore than 200 € for the participants in
JCSs and WOC/Js in the first year after their pgeton started (Table 15).

For 1EJ participants though their treatment impie®ur to six percentage points reduced
probability of being independent from UB Il six niba after programme start and a higher
benefit level with impacts of around 30 € per mointlthe first year. This reflects the initial
lock-in effect and that participants do not achiexanings while participating in the
programme.

Three years after programme start and hence usmaltg than two years after programme
participations ended, the implications are differdie net impacts of JCSs and WOCJs on
the probability not to receive UB Il are mostly megll determined. Only two impacts differ
significantly from zero: For East German men, J@8igpation implies a reduction of the
probability of not depending on UB Il of about gmercentage point. For West German male
participants in the WOCJ scheme there is instead.6apercentage point rise of the
perspective not to depend on UB Il. Nevertheless JCS and WOCJ patrticipants average
benefit levels are still in many cases reducechendecond and third year after programme
start.

Finally, for 1EJ participants there is still a pst@nt negative impact on the probability not
to receive UB Il of two to somewhat more than thpeecentage points. Moreover, the last
four rows demonstrate that 1EJs would be the walteenative for participants in JCSs and
WOCJs. Furthermore, for 1EJ participants, treatneatls to higher benefit receipt with
impacts of around 10 to 20 € per month in the syb=et two years after starting their
treatment.

7.4 Robustness of results

Apart from applying different matching algorithms mentioned in section 6, we carried out
several additional analyses checking the robustmfessults. E.g., we estimated the impacts
on months employed, earnings and welfare benefildealso by difference-in-difference

matching. In case of months employed we took tifferéince of the respective outcome to
the number of months in regular employment in #&moad year before participation. For the
earnings outcome, we computed the difference obtlieome variable and earnings in the
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year 2003. Finally, for the average monthly eqwnalUB Il levels, we computed the
difference between this outcome and the correspgnaiverage from the period January to
April 2005 given that the benefit was only introddan 2005. If our matching approach did
not balance important unobservable impacts on outspthere should be major differences
between the results presented in this paper andltsefrom difference-in-difference
matching. However, the results of the differencelifference matching estimation do not
differ considerably from the results presented @mchot change the implication. Therefore,
we do not present them here, but they are of cawaidable on request.

We also checked robustness by comparing the eftect®sults from propensity score
matching combined with exact matching on threealdeis. We considered exact matching
with respect to the composition of the householkictv matters for welfare dependeri@y.
Moreover, we considered labour market performarmreekact matching. Therefore, we
exactly matched according to the sequence of veelismefit receipt during the months
January to April 2005 (e.g., a treated person tbegived the benefit in January and April
only was matched to a comparison person with thg same sequence of welfare receipt).
Finally, the third variable was the regular empleyth success during each of the three
quarters prior to April 2005 (e.g., a treated persoth one month of employment in the
first, two months of employment in the second andnwonth with any employment in the
third of these quarters could only be matched tmmparison person with the very same
sequence of employment). The results are mostlplestaver the different matching
procedures.

Furthermore, we carried out analyses only for thodeviduals aged 25 years and older to
see to what extent results are driven by the lahgee of participants who are aged younger
than 25 years. Regarding absolute outcomes, werdigalar employment rates and the rate
of no UB Il receipt three years after programmetstabe lower for the older age group than
for the whole sample. This reflects the better labuarket prospects of young unemployed.
However, concerning treatment effects the pattérresults is the same as for the entire
sample.

8. Conclusion

Direct job creation schemes are a widely used megastivating welfare benefit recipients

in Germany with more than 700,000 new participgo®s year. These programmes provide
subsidized jobs, which are mainly additional jolbguablic interest, for persons with severe
difficulties of finding a job. The schemes are riaplirpose: Their goals include enhancing
the employability of participants and their wellog Often, they aim at integrating

participants into regular jobs, providing relief keavhen unemployment is particularly high

and providing public goods. Moreover, they may setw test the willingness to work of

unemployed people.

% For this procedure, we chose the household typ®rs single, lone parent, married couple

without children, unmarried couple without childremarried couple with one child, married
couple with more than one child and unmarried cewpith at least one child, since the welfare
benefit is means-tested and the household compogitiatters for eligibility for welfare benefit.
We chose the other two indicators for exact matghgince they might be related to individual
talents.
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Between 2005 and 2008 three such programmes eXmtadelfare recipients in Germany:

traditional JCSs, 1EJs and WOCJs. This paper stiddrewelfare recipients aged 15 to 61
years entering one of the programmes in early sun2®@5 net impacts of participation on
their employment performance, annual earnings aallave benefit dependency using a
statistical matching approach. We compared padidsp in all three schemes to a waiting
group. We chose a multiple treatment framework alsd compared JCS participants and
participants in WOCJs with 1EJ participants. Thalgses were carried out separately for
men and women in East and in West Germany.

According to the results of our analysis, thereseneeral major lessons to be learnt: The first
lesson is that all programmes — after a period witlderate lock-in effects - contribute to a
better employment performance of the participant® \are welfare recipients. Thus, our

results indicate that under the new mutual oblagategime these programmes bring welfare
recipients into regular jobs. In particular, thiscaholds for JCSs, for which recent studies of
Caliendo, Hujer and Thomsen (see section 4.1.1)#uard periods before the introduction

of the new welfare benefit system in 2005 were mondne pessimistic: Among the broad

participant groups, they only found positive imgaoh the regular employment rate for

female participants in West Germany. Moreover, éheffects emerged only in the second
half of the third year after programme start andstimuch later than for our participant

group. The main reason for the difference betwéeir iand our results is apparently the
participant groups that are studied. They studeapfe who entered the scheme from Ul or
UA benefit receipt. These participants are peoptk much higher re-employment prospects
than the welfare recipients in our study. For th#er group there is larger scope for
improving their employability and employment persjpees and our results suggest that all
three programmes achieve this. A second reasohatsit our period under review, the

planned lengths of participation in the programinetiding JCSs tend to be shorter than at
the beginning of the millennium, the period studigydCaliendo, Hujer and Thomsen.

Our second lesson is concerned with disincentivesaeiving a regular wage in contrast to
only the UB Il plus one to two Euros per hour watkas in the 1EJ programme. A
disincentive not to search for regular jobs dueeieiving a full wage does not seem to
matter much. Lock-in effects of JCSs and WOCJsatenuch stronger than those found for
1EJs. Hence, they point towards small disincenéffects. However, this is no surprise
given that the median and average gross wagesdcean#&CSs and the WOCJs are only
slightly higher than the monthly welfare benefitaifout 600 to 700 € per month. Hence,
disincentives to search for regular jobs may maitteyeneral for such schemes, but little in
our context due to the low earnings potential efphrticipants.

The third lesson to be learnt is the possibilitytttreatment takes place in commercial jobs
does matter for the employment effects. This i dhke case for WOCJs and our results
point to the strongest employment effects on regedaployment for this type of treatment.

Our fourth lesson is that both schemes that implysilized contributory employment for
participants are in most cases considerably bédiethe employment and the earnings
performance of the participants than the altereatitzJ-participation. But we should keep in
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mind that the number of participants in these mognes is limited. Hence, we cannot
generalise that their effects on participants wéinain relatively high, if the number of
participants increases substantially. The low pigrdint numbers may imply that job centres
put more effort into finding a good match betweentipipant and provider of the scheme in
case of JCSs or WOCJs as opposed to 1EJs. Secophhyers may put more effort into
improving the employability of participants. If due some selectivity JCS or WOCJ
participants are more productive workers than 1&digpants, employers might have a
reason to put more effort into signalling succebshe two programmes to job centres.
According to our results, at least WOCJ participart a selection of welfare recipients with
a better labour market performance than 1EJ ppatits. However, 1EJs may also be the
worst of the three alternatives with respect torimepg the confidence and motivation to
search for work of participants and may lead muohento stigma effects.

Our fifth lesson is that these types of programaresnot successful in some situations. JCSs
and 1EJs are ineffective for East German malegiaatnts. This also holds for West German
men participating in JCSs. Hence, there is cestasnme scope for reallocating participants
such that the overall effectiveness of the scharaase improved.

Our last lesson is that even in the long term wenot expect remarkable effects of the
programmes on reducing the welfare dependencyeofatmer participants. This holds even
for JCSs and WOCJs. The positive impacts on arearalings are just not sufficiently high
to reduce their welfare benefit considerably.
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List of abbreviations

1EJ
ALMP
ATT
IEB
JCS
MSB
PES
SC
SUTVA
UA

UB II
ul
WOCJ

One-Euro-Job

active labour market policy

average treatment effect on the treated
Integrated Employment Biographies
job creation scheme

mean standardised (absolute) bias
public employment services

social code

stable unit treatment value assumption
unemployment assistance
unemployment benefit I
unemployment insurance

work opportunity as contributory job
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Appendix

Tables

Table 1: Inflow into different schemes of direct jd creation and the stock of
unemployed receiving UB Il from 2005 to 2009 (in D00)

2005 2006 2007 2008 2009
Inflow into job creation scheme?
Total 61.6 62.4 50.1 60.4 -
East Germany 51.1 52.3 41.2 53.0 -
% female 39.3 40.0 40.4 40.8 -
West Germany 10.4 10.1 8.9 7.4 -
% female 31.2 32.6 32.3 33.3 -

Inflow into One-Euro-Jobs

Total 603.9 704.5 667.1 643.7 596.1

East Germany 287.9 298.0 265.9 263.7 2415
% female 44.9 44.6 445 45.1 43.8

West Germany 316.0 406.5 401.2 380.0 354.6
% female  34.2 35.0 36.9 38.5 37.3

Inflow into work opportunities as contributory jobs

Total 25.9 37.4 36.5 52.0 85.1

East Germany 16.3 19.5 16.7 22.1 55.1
% female  41.6 41.9 42.1 41.1 40.9
West Germany 9.6 17.9 19.8 29.9 30.0
% female  36.3 32.4 32.2 35.1 33.8

Average stock of unemployed UB Il recipients
Total 2,402.0 2,444.0 2,188.3 1,963.7 1,946.1

East Germany 834.0 847.2 781.4 695.7 685.3
% female  45.2 44.9 46.0 46.5 45.2
West Germany 1,568.0 1,596.8 1,407.0 1,268.0 1,260.7
% female  43.7 454 47.5 48.5 46.9

1) In 2009, traditional job creation schemes have Wiegted to unemployment insurance benefit recipgen
Source: Department of Statistics of the Federal IBympent Agency, calculations from the Data Warelgous
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Table 2: Expenditures for the three direct job cred@ion schemes (only for UB |l

recipients)

2005 2006 2007 2008

Total expenditure (in 1,000 €)
Job creation schemes 354,743 471,691 408,416 444 421
One-Euro-Jobs 895,439 1,126,542 1,019,882 1,034,487
Work opportunities as contributory jobs 209,033 259,464 299,525 371,702
Expenditure per participant and month (in €)

Job creation schemes 1,370 1,111 1,106 1,123
One-Euro-Jobs 386 337 325 347
Work opportunities as contributory jobs 2,201 1,284 1,291 1,474

Source: Total costs: Controlling data of the Feldenaployment Agency, expenditure per month andigipent:
own calculations from controlling data and Data &feuse
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Table 3: Characteristics of different direct job creations schemes for UB Il recipients
(2005 to 2008)

Job creation schemes
(Articles 260-271 SC 1)

Work Opportunities with
an allowance for additional
expenses/One-Euro-Jobs
(Article 16d SC II)

Work Opportunities as
contributory jobs
(Article 16d SC II)

Aims » Relief for the local and | «  Increase employability, | Like 1EJs, but with a
professional labour «  social integration, stronger focus on labour
market; « work test, market integration.

. increase employability; . pub|ic goods provision'
 temporary employment] «  reciprocity for welfare
receipt.

Target group [ Mainly for people with severe diffites of finding regular jobs.

Financial Lump sum wage subsidy off « The SC Il does not e The SC Il does not

support for 900 to 1,300 € per month fgr specify the level of the specify the level of the

employer/ full-time jobs depending on subsidy. subsidy.

organiser of
participation

the qualification of the
participant.

¢ Monthly lump sum
subsidy that should cove
programme costs.

-

¢ The subsidy should
compensate employer
for the lower
productivity of the
participant and cover
costs of organising the
participation.

%)

Type of e Contributory jobs *  No contributory jobs, »  Contributory jobs

employment paying a regular wage tp participants receive theif paying a regular wage
the participant, no Ul UB Il and 1 to 2 € per (including Ul
contributions. hour worked to cover contributions).

e Jobs have to be additional costs of e Mainly but not
additional and of public working. necessarily jobs that
utility (non-profit- ¢ Jobs have to be are additional and of
sector). additional and of public public utility.

utility (non-profit-
sector).
Duration of e Maximum of 12 *  No maximum setunder | « No maximum set

participation

months.
* In specific cases 24 or
36 months.

SCIl.
e Usually no longer than
six to seven months.

under SC I1.

e In practice, duration
constrained to less
than 12 months.

Other

* In specific cases, the
subsidy can be more
generous.

¢ For young participants
participation subsidies
and wages can be lower
to leave an incentive fo
starting an
apprenticeship.
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Table 4: Number of participants and controls in thesample

JCS 1EJ WOCJ
Treated Controls Controls | Treated Controls Controls |Treated Controls Controls
per per per
Treated Treated Treated
Versus Waiting
East Germany
Men 6,210 106,732 17.2 29,602 110,351 3.7 995 50,283 50.5
Women 3,801 87,299 23.0 23,385 90,506 3.9 540 39,751 73.6
West Germany
Men 773 116,023 150.1 | 28,115 199,254 7.1 339 38,213 112.7
Women 342 80,741 236.1 | 12,216 145,328 11.9 171 27,016 158.0
Versus 1EJ-participation
East Germany
Men 6,210 28,767 4.6 995 13,295 13.4
Women 3,801 22,741 6.0 540 10,610 19.6
West Germany
Men 773 13,697 17.7 339 5,389 15.9
Women 342 5,944 17.4 171 2,271 13.3
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Table 5: Selected descriptive statistics of treatrmé and control group by gender and region (in %}

Control (Waiting) JCS 1EJ WOCJ

Men Women Men Women| Men Women Men Women| Men Women Men Women| Men Women Men Women

East East West  West East East West  West East East West  West East East West  West
age 15-20 2.5 2.8 2.6 3.3 2.6 2.6 15.6 17.3 4.9 4.1 5.8 7.5 5.1 8.4 9.2 11.8
age 21-24 6.5 5.8 5.7 6.2 11.0 7.1 25.3 22.2 15.0 10.6 14.1 14.9 25.0 23.8 32.6 30.0
age 25-30 14.9 12.2 14.0 14.0 8.8 6.0 9.8 6.2 10.9 8.3 13.8 11.7 11.3 13.3 15.2 12.8
age 31-35 11.8 12.1 13.2 13.5 6.9 8.8 6.5 6.7 8.0 9.8 11.7 10.7 8.6 8.3 7.0 6.9
age 36-40 14.4 15.6 15.7 16.0 10.7 12.3 11.5 12.1 11.6 14.5 14.2 14.1 9.8 10.9 11.9 11.8
age 41-45 17.0 17.1 15.9 15.2 14.6 16.1 10.9 10.3 15.9 17.5 15.6 16.0 12.6 10.0 8.5 10.8
age 46-50 14.3 14.9 13.6 12.7 15.9 16.6 8.9 10.6 14.6 15.5 12.6 13.0 9.1 10.4 8.2 7.4
age 51-55 13.3 14.1 12.4 12.1 21.3 22.0 8.6 9.8 14.4 15.1 9.6 9.7 14.0 12.5 5.2 5.4
age 56-61 5.2 5.5 6.9 7.0 8.2 8.4 2.9 4.9 4.6 4.4 2.6 2.4 4.8 2.4 2.2 3.0
Health restrictions 14.2 10.0 17.3 10.6 12.8 10.1 12.9 9.8 13.0 9.2 14.7 10.8 9.8 6.3 8.0 3.0
Germany, no mig. background 89.7 89.1 71.4 70.4 96.5 97.6 81.4 83.5 95.7 95.5 82.4 84.2 92.1 92.8 75.4 82.3
No Partner 60.7 52.3 59.1 57.6 54.2 48.5 68.9 71.9 63.0 55.3 66.5 72.9 66.4 60.9 62.9 70.9
Partner, not married 11.8 12.0 7.1 7.1 11.4 10.8 8.6 9.8 12.0 11.9 8.3 8.8 11.2 12.4 9.7 6.4
married 27.4 35.7 33.8 35.4 34.3 40.8 22.4 18.3 25.0 32.9 25.1 18.4 22.4 26.7 27.4 22.7
child under 3 6.3 45 8.3 6.1 4.3 1.6 7.4 2.1 5.2 2.2 7.4 1.4 4.7 2.4 11.9 1.5
no child 80.8 63.4 75.6 57.5 84.6 75.4 81.6 86.1 84.2 68.4 79.8 71.7 86.0 76.5 76.1 75.9
1 child 10.7 22.7 11.4 23.2 9.9 17.1 9.5 10.3 9.4 21.3 9.9 19.3 9.0 16.9 12.7 13.8
2 children 5.7 10.3 8.2 13.3 4.2 6.0 55 3.4 4.4 8.2 6.4 7.1 3.8 5.6 8.2 6.9
3 or more children 2.7 3.6 4.8 6.0 1.4 1.6 3.4 0.3 1.9 2.0 3.9 1.9 1.2 1.1 3.0 3.4
equivalent UB Il in April 2005 (in €) 688 635 725 688 656 597 691 705 678 634 724 716 681 607 680 644

1) These statistics include all potential controlduding those who were not used for matching bectheseare registered in a district with no inflawta one of the

programmes from May to July 2005.
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Table 5 continued: selected descriptive statistiasf treatment and control group by gender and regior(in %)%

Control (Waiting) JCS 1EJ WOCJ
Men Women Men Women| Men Women Men Women|{ Men Women Men Women| Men Women Men Women
East East West West East East West West East East West West East East West West

no sec. schooling degree, no voc.

training 12.6 13.0 22.5 30.4 8.8 5.9 23.3 21.6 12.5 8.1 235 19.6 9.7 6.6 22.1 19.7
sec. school, no voc. training 12.1 11.3 26.4 26.1 10.3 7.6 325 30.2 13.6 10.9 29.8 28.7 10.4 7.1 31.1 25.6
sec. school, voc. training 28.0 19.8 28.4 17.7 34.9 22.3 27.0 16.8 31.8 22.6 29.2 22.3 32.4 23.8 28.1 26.1
interm. school leaving certificate, no

voc. training 5.1 6.6 3.8 5.3 3.2 3.8 4.1 6.7 5.0 6.4 3.7 6.7 4.7 5.0 4.5 7.4
interm. school leaving certificate, voc.

training 34.8 41.9 8.4 10.0 36.6 51.8 7.8 12.9 32.6 46.5 7.2 13.0 34.5 48.9 8.2 13.3
upper sec. school leaving certificate, no

voc. training 1.2 0.9 2.2 2.0 0.5 0.5 0.8 2.1 0.7 0.6 14 18 11 0.9 17 25
upper sec. school leaving certificate,

voc. training 25 2.6 3.5 3.3 25 3.2 15 4.6 1.8 2.4 2.4 3.7 3.1 4.4 2.2 25
upper sec. school leaving certificate,

university degree 3.0 2.7 3.0 2.9 3.1 4.5 1.8 4.9 15 1.9 1.6 2.8 3.6 3.2 1.2 25
missing 0.8 1.2 17 2.3 0.2 0.5 11 0.3 0.4 0.6 12 13 0.5 0.2 0.7 0.5

reg. emp. 1.5.2000-30.4.2005: 0 months| 28.8 415 315 52.2 15.4 26.1 24.1 30.7 20.2 30.4 25.0 35.9 17.5 24.3 17.2 355
reg. emp. 1.5.2000-30.4.2005: 1-6

months 14.0 12.8 12.2 9.6 13.7 13.4 12.1 10.6 13.8 13.0 13.4 11.9 12.9 10.7 11.2 6.9
reg. emp. 1.5.2000-30.4.2005: 7-12

months 17.5 17.5 12.6 9.3 215 25.2 14.3 13.4 20.4 22.8 15.4 12.9 16.5 16.9 11.2 13.3
reg. emp. 1.5.2000-30.4.2005: 13-24

months 21.7 16.1 22.2 14.7 28.2 22.0 26.3 26.5 26.4 21.0 25.0 20.8 26.2 22.0 31.3 21.7
reg. emp. 1.5.2000-30.4.2005: 25-60

months 17.9 12.1 21.4 14.1 211 13.2 23.1 18.8 19.2 12.8 21.2 18.5 26.9 26.1 29.1 22.7

1) These statistics include all potential controldudeg those who were not used for matching becthesgare registered in a district with no inflavtd one of the programmes from May to July
2005.
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Table 6: Planned length of participation in the prggrammes in the sample (in months)

East Germany West Germany
Men Women Men Women
JCS
1%'decile| 5.0 5.8 35 2.0
mean 7.2 7.4 7.8 8.2
median 6.0 6.0 6.0 9.0
9" decile | 12.0 12.0 12.0 12.0
1EJ
1% decile | 4.0 4.5 3.1 3.1
mean 6.5 6.7 6.4 6.5
median 6.0 6.0 6.0 6.0
9" decile | 9.1 10.5 10.0 10.0
WOCJ
1%'decile | 5.1 5.0 3.0 2.6
mean 7.7 7.8 6.6 6.3
median 89 9.0 6.0 6.0
9" decile | 9.1 9.1 9.7 9.7

Table 7: First monthly real wage in job creation sheme and work opportunities in contributory

jobs (in €)Y2?

All'age groups Aged at least 25 years
East Germany  West Germany [ EastGermany  West Germany
Men Women Men Women| Men Women Men Women
JCS JCS
# of obs. 6,542 4,085 694 291 5577 3,667 445 197
1% decile 621 624 304 321 664 668 890 639
mean 871 862 929 877 894 876 1,147 1,058
median 869 867 981 935 875 873 1,090 998
9thdecile | 1,091 1,074 1,378 1,338 | 1,094 1,082 1516 1454
WOCJ WOCJ

# of obs. 967 518 283 140 672 357 172 86
1° decile 699 735 520 460 761 787 661 506
mean 915 894 965 840 949 921 1,020 872
median 892 886 1,040 762 943 892 1,024 762
9™ decile 1,140 1,232 1,255 1,169 | 1,141 1,132 1,369 1,432

1) Deflated by the consumer price index, which nwasmalized to one for April 2005.

2) Contributory employment spells that belong t&€& &r WOCJ spell have to be identified by comparigjrtstart dates.
The statistics in this table only refer to JCS or @Ipells, for which a contributory employment spéth the same or

quite similar start could be identified.

3) The data do not provide wage information on atimy basis, but an average daily wage for emplayrperiods during a
calendar year. From these data, we computed mowtidge levels; hence they represent for an indiVidnaverage

monthly wage of an employment period in the caleryear 2005.
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Table 8: Coefficients of probit estimates — One-Ew-Job versus waiting (Panel 1)

East Germany West Germany

Men Women Men Women
Age in years
15-20 Reference
21-24 -0.089 ***  -0.029 -0.100 ***  -0.028
25-30 -0.752 ***  -0.620 ***  -0.524 ***  -0.460 ***
31-35 -0.746 ***  -0.564 ***  -0.515 ***  -0.439 ***
36-40 -0.688 ***  -0.536 ***  -0.518 ***  -0.442 ***
41-45 -0.644 ***  -0.508 ***  -0.496 ***  -0.420 ***
46-50 -0.631 ***  -0.515 ***  -0.532 ***  -0.456 ***
51-55 -0.645 ***  -0.512 ***  -0.608 ***  -0.568 ***
56-61 -0.746 ***  -0.660 ***  -0.853 ***  -0.842 ***
Health restrictions -0.049 ***  -0.068 ***  -0.078 ***  -0.069 ***
Nationality
Germany, no mig. background Referenc
Germany, mig. background -0.186 ***  -0.140 ***  -0.096 ***  -0.101 ***
EU without Germany -0.197 ***  -0,164 ***  -0,225 ***  -0,169 ***
Europe Rest (incl Turkey) -0.346 ***  -0,290 ***  -0.317 ***  -0.312 ***
no EU country -0.295 ***  .0.312 ***  -0.306 ***  -0.254 ***
Familiy back ground
No Partner Referenc
Partner, not married 0.036 * -0.046 ** -0.002 -0.042
married 0.064 =+ -0.021 -0.036 ***  -0.135 ***
child under 3 -0.029 -0.180 ***  -0.017 -0.473 ***
no child Reference
1 child 0.003 0.005 -0.022 -0.074 ***
2 children 0.012 0.011 -0.034 ** -0.134 ***
3 or more children -0.015 -0.029 -0.013 -0.207 ***
Vocational education / training
no sec. schooling degree, no voc. training Referenc
sec. school, no voc. training -0.001 0.043 ** -0.021 ** 0.029 **
sec. school, voc. training 0.004 0.102 ***  -0.041 *** 0.059 ***
interm. school leaving certificate, no voc. training -0.039 ** 0.071 ***  -0.092 *** 0.048 **
interm. school leaving certificate, voc. training -0.042 *** 0.103 ***  -0.101 *** 0.026
upper sec. school leaving certificate, no voc.
training -0.131 ***  -0.054 -0.125 ***  -0.012
upper sec. school leaving certificate, voc. training -0.058 ** 0.055 * -0.141 =+ -0.002
upper sec. school leaving certificate, university
degree -0.158 ***  0.056 * -0.174 =+ 0.037
missing -0.051 -0.026 -0.047 * -0.027
Duration of unemployment in year before 30/04/2005
0-6 months Reference
7-9 months 0.005 0.029 * 0.040 ***  0.066 ***
10-12 months 0.065 ***  0.066 ***  0.062 ***  0.071 ***
Duration of unemployment between 01/05/2000 and 30/04/2004
0 months Reference
1-6 months 0.121 =+ 0.104 ***  0.146 ***  (0.053 ***
7-12 months 0.136 ***  0.137 ***  0.187 ***  0.059 ***
13-18 months 0.166 ***  0.140 **  (0.198 ***  (0.105 ***
19-24 months 0.185 ***  (0.187 ***  0.210 ***  (0.114 ***
25-30 months 0.216 ***  0.195 ***  0.226 ***  (0.089 ***
31-36 months 0.211 ***  0.194 **  0.219 ***  (0.085 ***
37-48 months 0.207 ***  0.171 **  0.201 **  0.041

Note: *** 1% significance level, ** 5% significamclevel, * 10% significance level.
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Table 8 (continued): Coefficients of probit estimaés — One-Euro-Job versus waiting (Panel 2)

East Germany West Germany

Men Women Men Women
Cum. dur. out of labour force 01/01/04 - 31/12/04
0 months Reference
1-3 months -0.075 ***  -0.070 ***  -0.049 ***  -0.034 **
4-6 months -0.029 0.004 -0.046 ***  -0.014
7-9 months -0.036 -0.053 * -0.033 * 0.014
10-12 months -0.174 *** 0,198 ***  -0.132 ***  -0.146 ***
Cum. dur. out of labour force 01/01/00 - 31/12/03
0 months Reference
1-6 months -0.064 ***  -0.058 ***  -0.046 ***  -0.051 ***
7-12 months -0.069 ***  -0.033 * -0.059 ***  -0.052 ***
13-18 months -0.045 ** -0.022 -0.053 ***  -0.019
19-24 months -0.017 0.012 -0.014 -0.070 ***
25-30 months 0.069 ** 0.082 *** 0.023 -0.006
31-36 months 0.111 *** 0.127 *** 0.074 *** 0.005
37-42 months 0.145 *** 0.195 *** 0.106 *** 0.045
43-48 months 0.171 *** 0.223 *** 0.119 *** 0.020
Cum. dur. of UI/UB | receipt in year before 30/04/05
0 months Reference
1-3 months -0.050 ***  -0.024 -0.040 ***  -0.014
4-6 months 0.002 0.011 0.008 0.033 *
7-9 months 0.045 * 0.053 * 0.006 0.050 **
10-12 months 0.079 ** 0.023 0.020 -0.026
Cum. dur. of UB | receipt 01/05/00 - 30/04/04
0 months Reference
1-3 months 0.018 0.053 *** 0.031 **
4-6 months 0.036 *** 0.033 ** 0.005
7-12 months 0.028 ** 0.035 ** -0.012
13-18 months 0.049 *** 0.053 *** 0.007
19-48 months 0.095 *** 0.046 0.027
Cum. dur. of UB Il receipt before 30/04/05
<=1 month Reference
>1-2 months 0.170 *** 0.029
>2-3 months 0.109 *** 0.034
>3-4 months 0.128 *** 0.068 ***
Ul ben. receipt, Dec. 31st 2004 -0.051 ** -0.065 ** -0.045 **
UA ben. receipt, Dec. 31st 2004 0.033 ** 0.036 ** -0.044 ***
Cum. dur. of regular unsubsidized employment spells in 5 years before 30/04/05
1-6 months Reference
7-12 months 0.012 0.043 *** 0.010 -0.009
13-24 months 0.048 *** 0.078 *** 0.015 -0.017
25-60 months 0.048 ** 0.057 ** 0.021 -0.081 ***
Cum. dur. of minor employment spells in 5 years before 30/04/05
0 months Reference
1-6 months 0.042 *** 0.064 ***
7-12 months 0.046 *** 0.053 ***
13-18 months 0.017 0.064 ***
19-24 months 0.043 * 0.096 ***
25-30 months 0.023 0.048 *
31-42 months 0.046 0.107 ***
43-60 months 0.070 * 0.165 ***
In Min. Empl on 30/04/2005 -0.416 ***  -0.457 ***  -0.283 ***  -0.295 ***

Note: *** 1% significance level, ** 5% significandevel, * 10% significance level.
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Table 8 (continued): Coefficients of probit estimaés — One-Euro-Job versus waiting (Panel 3)

East Germany

West Germany

Men Women Men Women
ALMP participation in the last 5 years
Public Works 0.136 ***  0.126 ***  0.175 **  (0.205 ***
Wage subsidy -0.089 ***  -0.081 ***  -0.050 ***  -0.050 *
further training 0.002 0.006 0.030 ** 0.054 ***
st within-company training -0.047 ***  -0.030 * 0.003 0.048 **
st classroom training -0.017 -0.012 0.041 *** 0.028
private placement agency -0.006 0.002 0.004 -0.007
1-Euro-Job -0.085 0.256 ***  0.330 ***  0.407 ***
additional programmes like swL -0.250 ***  -0.200 ***  -0.065 0.052
start-up subsidy -0.288 ***  -0.216 ***  -0.246 ***  -0.182 ***
other programmes 0.056 *** 0.027 0.115 *** 0.092 ***
Time since end of last ALMP
no program Reference
1-3 months 0.043 *** 0.050 ***  (0.128 ***
7-12 months 0.010 0.009 0.116 ***
13-24 months -0.003 0.023 ** 0.042 **
ALMP during last year: yes -0.061 *
Number of ALMPs during last five years
no ALMP Reference
1 ALMP 0.094 ***  0.094 ***  0.054 ***  0.074 ***
2 ALMPs 0.158 ***  0.180 ***  0.090 ***  (0.111 ***
3 ALMPs 0.206 ***  0.220 ***  0.128 ***  0.107 ***
4 ALMPs 0.257 ***  0.261 ***  0.114 ***  0.111 **
5 ALMPs 0.228 ***  0.304 ***  (0.175 ***  (0.153 **
Professional status in last job
blue-collar worker, apprentice Reference
skilled worker, foreman 0.002 -0.069 ***  -0.098 ***
white-collar worker -0.010 -0.123 ***  -0.080 ***
part-time 0.039 **  -0.009 -0.018
Last monthly gross real wage (deflated with CPI, 2005=100)
zero Reference
>0 - 500 Euros 0.072 *»**  0.027 0.032 * 0.095 ***
>500 - 1000 Euros 0.140 ***  0.070 ***  0.075 ***  (0.113 ***
>1000 - 1500 Euros 0.082 ***  0.077 ***  0.097 ***  0.126 ***
>1500 - 2000 Euros -0.002 0.040 * 0.064 ***  (0.154 ***
> 2000 Euros -0.053 ** 0.010 -0.006 0.062 **
Time since end of last contributory job
1-6 months Reference
7-12 months 0.048 *** -0.002 0.000
13-24 months 0.053 *** 0.002 -0.004
25-36 months 0.041 ** 0.002 -0.033
37-48 months 0.022 0.000 -0.055 **
>48 months 0.005 -0.032 ** -0.046 **
Number of contributory jobs in last 5 years
no job Reference
1job -0.035 ** -0.013
2 jobs -0.024 0.019
>=3 jobs 0.002 0.045 **

Note: *** 1% significance level, ** 5% significandevel, * 10% significance level.
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Table 8 (continued): Coefficients of probit estimaés — One-Euro-Job versus waiting (Panel 4)

East Germany

West Germany

Men Women Men Women
Cum. dur. of unemployment of partner 01/05/00 - 30/04/05
0 months Reference
1-12 months 0.061 *** 0.070 ***  0.040
13-24 months 0.053 ** 0.089 ***  0.040
25-30 months 0.062 ** 0.108 ***  0.009
31-36 months 0.061 ** 0.034 0.004
37-42 months 0.085 *** 0.107 **  -0.069 *
43-60 months 0.054 ** -0.020 0.041
Cum. dur. out of labour force of partner 01/01/00-31/12/04
0 months Reference
1-12 months -0.046 ***  -0.002 -0.023
13-24 months -0.037 -0.059 ** 0.024
25-30 months -0.058 * 0.015 -0.001
31-36 months -0.064 * -0.062 0.094 **
37-42 months -0.046 -0.110 ** 0.110 **
43-60 months -0.051 ** -0.025 0.002
Cum. dur. in regular employment of partner 01/01/00 - 31/12/04
0 months Reference
1-12 months 0.032 * -0.030 *
13-24 months 0.061 ***  -0.080 ***
25-30 months 0.130 ***  -0.065 **
31-36 months 0.103 ***  -0.077 **
37-42 months 0.080 ** -0.050
43-60 months 0.090 ***  -0.014
Labour force status of partner on 30/04/05
Partner minor employed 0.060 ***  -0.023 0.075 ***
Partner reg. employed 0.051 ** 0.043 * 0.056 **
Partner unemployed -0.042 ***  -0.026 * 0.010
Industry of last contributory job
missing sector -0.124 ***  -0.049 ** -0.063 ***  -0.028
primary and secondary sector 0.068 *** 0.039 0.136 *** 0.070
Food and tabaco industries 0.005 -0.109 ***  -0.034 0.020
Wood, paper, pringint/media industries -0.017 0.119 ** 0.012 -0.050
Chemical ind., machinery/equipment/vehicles -0.074 * -0.029 -0.016 0.069
other manufacturing Reference
Construction -0.074 **  -0.047 -0.029 ** 0.006
Wholesale trade and car sales and maintainance -0.138 ***  -0.111 ***  -0.035 * 0.016
Retail trade and Hotels/Restaurants -0.132 ***  -0.155 ***  -0.053 ***  -0.063 ***
Transport senices, communication -0.127 ***  -0.018 -0.104 **  -0.030
senices for companies -0.040 ** -0.035 0.044 *** 0.046 **
Public administration, defense, social security
agencies 0.113 **  0.116 **  0.201 ***  (0.148 ***
Education 0.013 -0.009 0.136 ***  0.140 ***
Health And Social Work 0.052 ** 0.078 ***  (0.187 ***  (.154 ***
Other senices 0.012 0.021 0.092 *** 0.026
In of OECD equiv hh-income in April 2005
alluB Il 0.028 ** 0.027 ** 0.057 ***  (0.078 ***
other benefits -0.004 * 0.001 -0.002 -0.003
net earnings -0.017 ***  -0.017 ***  -0.022 ***  -0.028 ***

Note: *** 1% significance level, ** 5% significandevel, * 10% significance level.
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Table 8 (continued): Coefficients of probit estimaés — One-Euro-Job versus waiting (Panel 5)

East Germany

West Germany

Men Women Men Women
Labour market types (Rib/Werner, 2008)
Cities with below average LM conditions, high LTU Reference
Cities in West G. with average LM conditions -0.046 ***  -0.059 ***
Cities in West G. with abowve-average LM conditions -0.036 * -0.035
Rural areas in West G. with average LM conditions 0.012 -0.029
Rural areas in West G. with favourite LM
conditions, seasonal dynamics -0.031 -0.053 *
Rural areas in West G. with very favourite LM
conditions, seasonal dynamics + low LTU 0.067 *** 0.051
Rural areas in West G. with very favourite LM
conditions, low LTU 0.075 *** 0.068 **
Mainly urban areas with average LM conditions -0.083 * 0.035 0.038 *** 0.021
Mainly rural areas in East and West with below-
average LM conditions 0.020 0.028 0.109 *** 0.058 **
Mainly rural areas in East G. with severe LM
conditions
Mainly rural areas in East G. with very severe LM
conditions
Regional variables (district level)
local unempl. rate in 04/05 0.012 *** 0.021 *** 0.000
%age change local unempl. rate 04/04-04/05 -0.014 ***  -0.013 *** 0.001 -0.002
percentage of long-term unemployment 04/05 -0.014 ***  -0.017 ***  -0.003 *** 0.001
%age change percentage of long-term
unemployment 04/04-04/05 0.005 *** 0.000 0.002 ***  -0.002
vacancy-unemployment ratio 04/05 1.052 ** 0.173 -0.290 ***  -0.001
%age change vacancy-unemployment ratio 04/04-
04/05 0.000 * 0.000 0.001 ***  -0.342 ***
monthly infl. rate into 1-Euro-Jobs 04/2005 by
gender 0.039 **  0.035 ***  0.067 ***  0.001 ***
constant -1.075 -1.521 -1.842 -2.057
Number of observations 139,953 113,891 227,369 157,544
McFadden's Pseudo-R? 0.0675 0.0622 0.0749 0.098

Note: *** 1% significance level, ** 5% significandevel, * 10% significance level.
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Table 9: Match quality — Mean Standardized AbsoluteBias

JCS

Before After
Matching Matching

1EJ

Before After
Matching Matching

WOCJ

Before After
Matching Matching

Versus Waiting

East Germany

Men 10.3 0.4 6.0 0.3 11.6 1.4
Women 10.6 0.4 6.1 0.2 13.7 2.1
West Germany
Men 14.2 1.2 6.7 0.2 18.5 1.9
Women 18.7 1.8 10.5 0.3 25.0 1.8
Versus 1EJ-participation
East Germany
Men 8.5 0.6 8.2 1.1
Women 8.5 0.5 11.5 1.7
West Germany
Men 10.0 1.2 14.3 1.9
Women 11.3 1.7 16.7 2.0

Table 10: Regular employment rates of all and of ntahed controls 36 months after programme

start (in %)

JCS 1EJ WOCJ
Controls Controls | Controls Controls | Controls Controls
before after before after before after
Matching Matching | Matching Matching | Matching Matching
Versus Waiting
East Germany
Men 18.2 18.0 18.2 17.9 17.6 24.3
Women 135 13.6 134 14.0 13.2 19.8
West Germany
Men 21.4 27.4 21.8 23.7 22.4 31.7
Women 14.4 19.0 14.8 19.3 15.2 23.2
Versus 1EJ-participation
East Germany
Men 16.8 15.8 16.3 21.3
Women 15.0 14.4 14.9 21.8
West Germany
Men 24.0 28.0 24.8 33.2
Women 21.8 22.4 23.7 28.5
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Table 11: Net effects on regular employment rate &nd 36 months after programme start

(percentage points)

JCS 1EJ WOCJ
6 mths 36 mths | 6 mths 36 mths| 6 mths 36 mths
Versus Waiting
East Germany
Men -3.8 % 1.0* | -3.0%* -12%k | 5 3%* 5 G
Women | -2.2 *** 32 **| 20 ** (0.8 **| -32** 88 ***
West Germany
Men 5.4 ¥ 0.2 2.4 ¥k 1.4 %% 2.6 10 ***
Women | 0.2 114 x| -1.7** 3.0**| 25 3.8
Versus 1EJ-participation
East Germany
Men -0.8 ¥** 3.1 *¥** -1.5 ** 8.2 ***
Women | 0.0 2.5 *** -0.9 7.1 ***
West Germany
Men -1.7**  -0.7 14 8.6 ***
Women | 2.3 8.0 *** 4.5 * -1.7

Note: *** 1% significance level, ** 5% significarclevel, * 10% significance level.

Table 12 Net effects on number of months in regular emplment during the 1st, 2nd and 3rd
year after programme start

JCS 1EJ WOCJ
1st 2nd 3rd 1st 2nd 3rd 1st 2nd 3rd
Versus Waiting
East Germany
Men -0.40 ** -0.13 *** 0.05 -0.30 *** -0.25 *** -0.17 ***|-0.40 *** (.20 0.45 ***
Women -0.22 ¥+ 0.10 ** 0.33 ***|-0.20 *** -0.06 *** 0.07 ** (-0.04 1.06 *** 1,22 ***
West Germany
Men -0.52 *** -0.07 0.19 -0.26 *** -0.01 0.13 ***|-0.06 0.92 *** (.97 ***
Women -0.11 0.64 ** 1,19 ***|-0.18 *** (.16 *** 0.29 ***| 0.01 0.81* 0.73*
Versus 1EJ-participation
East Germany
Men -0.06 *** (.18 *** (.29 *** 0.06 0.62 *** (.81 ***
Women -0.01 0.16 *** Q.27 *** 0.19 ** 1.04 *** 1.04 ***
West Germany
Men -0.18 ** 0.06 0.10 0.28 ** Q.73 *** Q.77 ***
Women 0.14 0.6 *¥** (.94 *** 0.24 0.51 0.19

Note: *** 1% significance level, ** 5% significandevel, * 10% significance level.
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Table 13: Net effects on real annual gross earnings 2005, 2006 and 2007 (in €)

JCS 1EJ WOCJ

2005 2006 2007 2005 2006 2007 2005 2006 2007
Versus Waiting

East Germany
Men 4,324 *** 804 *r* 156 *rx[_414 *+* 382 ** 176 ***| 4 536 *** 1,060 *** 550 ***
Women 4,724 *+* ] 298 *** Q4G *rx 230 *rk 72wk JJ7 k] 4 702 ¥rr ] 865 ** 1,323 ***

West Germany
Men 4,310 *** 1,763 *** 835 **x| 281 *** -] 117 ***] 3,838 *** 1,829 *** 1,892 ***
Women 4,157 *** 2 516 *** 1,663 ***|-181 *** 183 *** 357 *¥**|3 727 *** 1 608 *** 916 *

Versus 1EJ-participation

East Germany

Men 4,815 *** 1 265 *** 364 **x| . . . . . |5,058 *** 1,729 *** 1 021 ***

Women 5,009 *** 1,435 *** 484 *+*| | . . . . . 14,963 *** 1,853 *** 1 072 ***
West Germany

Men 4,647 ¥+ 1727 ¥+ 716 x| | . . . . . 4,177 ** 1,658 *** 1 523 *r*

Women 4,365 *** 2 425 *xx ] 213 *x| . . . . . |3,957 *** 1,414 *** -9

Note: *** 1% significance level, ** 5% significamclevel, * 10% significance level.

Table 14: Net effects on the probability not to reeive UB Il 6 and 36 months after programme
start (percentage points)

JCS 1EJ WOCJ

6 months 36 months | 6 months 36 months | 6 months 36 months
Versus Waiting

East Germany

Men 25,1 *** 1.2 % -6.3 *** -3.5 ®xx [ 31,1 -0.9

Women 30.2 *** 11 4.7 rxx -2.3 %x [ 35,1 ** 2.7
West Germany

Men 29.9 *** 0.8 -5.0 *** -3, 1 wx | 4.7 7.6 ***

Women 31.5 *** 4.0 -4,2 xxx -2.5 wxx 20,5 ** 1.6

Versus 1EJ-participation

East Germany

Men 32.1 *+* 3.0 ** |, . . . 38.2 *** 5.7 ***

Women 36.5 *** 3.8 *** | . . . 40.9 *** 4.4 *
West Germany

Men 36.3 *** 3.6* | . . . 29.3 *x* 9.2 ***

Women 37.7 ¥* 6.2 ** |. . . . 26.3 *** 3.5

Note: *** 1% significance level, ** 5% significandevel, * 10% significance level.
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Table 15: Net effects on monthly average real equatent UB Il receipt in 1st, 2nd and 3rd year
after programme start (in €)

JCS 1EJ WOCJ
1st 2nd 3rd 1st 2nd 3rd 1st 2nd 3rd
Versus Waiting
East Germany
Men -236 *** 0 2 35 w22 %k 1Q wex [ DGQ FAx 32 F 1]
Women _239 *k*k _23 *kk _21 *kk 27 *kk 14 *kk 11 *kk _268 *kk _49 *kk _47 *k*k
West Germany
Men _267 *kk _27 *kk _19 * 32 *kk 19 *kk 16 *kk _205 *kk _54 *kk _56 *kk
Women =261 *** 47 ek 3@ Rkk | 3] ek 5 ek D ek | ] 7D ek -2 -9
Versus 1EJ-participation
East Germany
Men S277 Rk 25 Rk D Rk -313 *FF 64 *rr 44w
Women -269 *** 37wk 35 kkk -301 *** B8 *xx AT hkx
West Germany
Men _306 *k*k _46 *kk _33 *kk _238 *kk _65 *kk _70 *kk
Women -307 *** 68 *** 45 *** -228 ¥ -28 -12

Note: *** 1% significance level, ** 5% significamclevel, * 10% significance level.
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Figures

Figure 1: Net effects on regular employment ratesfd EJ- or JCS-participation compared with

waiting?
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1) Effects are displayed together with 90% confidelnaeds.

Figure 2: Net effects on regular employment ratesfd EJ- or WOCJ-participation compared

with waiting ?

1) Effects are displayed together with 90% confidenaeds.
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Figure 3: Net effects on regular employment ratesf@dCS- or WOCJ- participation compared

with 1EJ-participation
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1) Effects are displayed together with 90% confidelnaeds.



