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Abstract:

This paper focuses on the gquestion whether impgothie competence of new business founders due
to coaching and training programs enhances theelotygof self-employment. In our analysis we
focus on promoting activities that add to a finahgubsidy and that mainly focus on providing
external expertise for founders that started froposition of unemployment. We find that the inflow
into the related schemes is strongly determinedrdmional pattern and time while individual
characteristics are less important. This refleqigrdicular regional specialization in the set oigeif-
employment promotion. A statistical matching apptoas used to control for selectivity and is
performed in a way that explicitly accounts forfeliEnces across regions and time. The results show
that treatment effects tend to be insignificanstatistical and economic terms. We also find ewgen
that external expertise reduces self-employmergduity.
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1. Introduction

Several national and sub-national programs setnuypoiitant initiatives in fostering self-
employment in the 1990 and the beginning of 200thoAg others the European Employment
Strategy (EES) and the OECD intervention planstareof these initiatives which framed national
and regional programs in this context. The cora itlemany of these programs focused on financial
supports, or strategies of improving capital endewts and reducing market barriers in promoting
self-employment as the major policy strategy (Medf#96; Blanchflower 2003). So far, only little
attention has been spent on the role of prograatsetthance the qualification of potential or nascen
entrepreneurs.

One field of political activity where we find sugirograms concentrates on fostering self-
employment activities among the unemployed (seegeled996). Improving the qualification of
these target population is expected to have diedtindirect effects on their individual employétlil
and it may also trigger self-employment activitesd the sustainability of related start-ups. The
general idea behind this policy also bases onhimkihg that promoting self-employment among the
unemployment helps to overcome individual unemplegtand at the same time also contributes to
economic dynamics and growth via stimulating emgapurship. However, since reducing
unemployment and enhancing growth potential isamgér subject of only national but also part of
different supra- and regional policy strategiesgpecial attention on the population of unemployed
fostering self-employment sets up a basement foacdrange of promotion programs in different
fields of political interest on different regiorlalels.

So far, two major issues remain unaddressed in dbigext. First, little is known about
national strategies in supporting entrepreneurabtjvities among the unemployment in a European
comparative context. And second, information onrtbeoutcome of these programs is sparse. In this
paper we will combine both issues. In focusing lea political implementation we focus on Germany
and briefly report the institutional setting of fseinployment promotion of the active labor market
policy around the years 1998-2004. With respecth® second point, we will contribute to the
guestion whether related programs effectively dprowve the stability of self-employment.

Only few studies actually allow deeper insightstibase issues. In particular, we only found
two studies that roughly tackle the outcome of financial support in promoting self-employment.
Both of them reveal that enhancing the qualifigatar providing external expertise seems to be

insignificantly correlated with survival (Shutt aSditherland 2003) or firm growth (Eckl et al. 2069)

1 E.g.with a focus on Germany we find that promotedf-employment among the unemployed (only acdngrfor those
with a financial support) has substantially incezhin the last decade and rose up to a share afsal@2%% of all new
self-employment notifications (varying between 2@ alightly above 30% depending on which statistie applies).

2 Most attention in the evaluation of self-emploympromotion has been spent on financial supporisz(ldnd Jungbauer-
Gans, 1999; Pfeiffer and Reize 2000; Wiel3ner 20Qikr&hachtsiek 2008; Baumgartner and Caliendo 20@Bendo
and Kritikos 2009).



We will extend this research and report evidencéhemet gain of coaching and training schemes by
using modern and more accurate evaluation techgique

The underlying idea in offering ‘non financial’ protion schemes is to allow for a greater
inclusion of external knowledge and expertise iirsg up new businesses. As political agents expect
promoting the use of external expertise should cedoonstraints of self-employment and may
improve the sustainability of the new founded besses.

However, in evaluating the outcome of ‘non finaigapport in terms of survival we must be
aware that theoretically external expertise mayaghvbe a two sided coin in affecting self-
employment stability as it is usually defined inme of survival. From a theoretical perspective
expertise is ambiguous in affecting survival chanoecause it does not only improve productivity but
also enhances learning (Jovanovic 1982; EricsorPakds 1995). Therefore, expertise may also cause
more precise evaluations of potential businesspaities which may foster exits and therefore can
also entail adverse effects as expected from thicab agents (see for example LeBrasseur et al.
2010; Gastrogiovanni 1996; Shane 2003).

The data we use for our investigation is the IBBggrated Employment Biographies) which
is compiled by the German Federal Employment Agefitys data set consists of information from
four distinct administrative registers and combiregployment biographies and detailed information
on program participation. The advantage of usingdhata is threefold: First, we are able to obsarve
five year period to assess the program outcomepnsethe data rarely suffers from types of
participation or attrition bias as usually foundsurvey data and third, it allows a valid idenafion
of self-employment periods and the type of non+itial support.

The population we focus on consists of recipieftsrmiging allowancga financial support to
encourage transitions from unemployment to selflegmpent) for which we identify participations in
self-employmentraining, coachingand 810 start-up supportsAs a consequence a treatment in this
study is defined as an additional ‘non-financialpport in conjunction wittbridging allowance In
dealing with the evaluation approach we follow adat strand of evaluation research and control for
endogeneity and selectivity by using a statistmatching approach (e.g., Lorentzen and Dahl 2005;
Wunsch and Lechner 2008; Hujer et al. 2004; Almasgl &£zarnitzki 2003; Baumgartner and
Caliendo 2008; Caliendo and Kritikos 2009). Givee specific regional embededness of the non-
financial supports in the institutional frameworle w&djust the standard evaluation approach and pay
extra attention to a regionalized implementatiomr @djustment focuses on a specific weighting
scheme which uses a clustering framework in themag procedure.

The next section describes the institutional sgttihGerman self-employment promotion as it
is implemented in active labor market policy. Sattihree presents the data set and the construction
of the analysis sample. Part four of the study a@iostthe analysis which includes evaluation stsgteg
descriptive information, the discussion of the sibm process and the implementation of the

matching strategy. Part five presents and discussesempirical results. Finally, section six



summarizes the study, draws some concluding pallitiemarks and makes some suggestions for

future research.

2. Self-employment promotion as part of the active labor market policy

The basic framework of self-employment promotinoesthe late 1990’s

Active labor market policy is a mix of schemes theg offered to the unemployed people in
order to enhance their re-employment chafidasGermany, the supply of related schemes is ¢o th
largest share controlled by the Federal Employmg@ncy (Bundesagentur fir Arbeit) and in most
terms it is highly standardized with respect toesscand scopes (executive directions: treatment
assignments, application forms, topics). Usuahgré are only low degrees of freedom in managing
access and topics of the instruments of the addiber market policy - however, self-employment
promotion partly has became a specific exceptichimsetting.

The field of self-employment promotion in activdodet market policy was first addressed in
1986 based on a financial subsidy supporting supgpthe transition from unemployment to self-
employment (called“Uberbriickungsgeld? bridging allowancg During the mid 1990s self-
employment promotion was brought forward due toomengenerous promotion setting of thrédging
allowance In the late 1990s the promotion of self-employmiess been expanded. First of all, the
implementation of the Social Code Il in 1998 caliaehigher degree of managerial disposition for the
local offices based on the §10 SGB Il (free budgetegional policy;freie Férderung”). To a large
extent this higher degree of freedom was usedd®ase self-employment promotion on a local level.
Second, in 1998 the active labor market policyhef Federal Employment Agency also implemented
a nationwide program as part of the national ESfelifug (calledESF-BA-program before 2000:
AFG-Plus see Deeke 2005). Initially, the national ESF-fiagdocused on promoting training devices
in general as for instance supporting further trgjror short term trainings. However, this changed
during the promotion period between 1998 and 2@V¢atds a promotion that mainly consisted of
additional aids in fostering self-employment.

Finally, important developments of the self-empl@ynhpromotion were made in 2003, when
a second financial support was introduced paratiehe bridging allowance This newenterprise
allowance schemg Existenzgrindungszuschus®specially focused on long term unemployed and
on individuals who have been working as part-timerkers before unemployment. In 2006 both
subsidy measuredridging allowanceand enterprise allowance schejneere combined to a new

promotion setting'

3 For a more general overview see for example Eiditamd Konle-Seidl (2009).
% For details of the changes in the general settgyFleckenstein (2009) — with respect to self-egipént promotion see
Caliendo and Kritikos (2009).



Characteristics of the self-employment promotidmesees

When reviewing the self-employment promotion, thestmimportant in the late 90’s and the
early 2000’s is thébridging allowance As mentioned above, this scheme mainly rules asuia
financial support. Since it is offered by the GenniEamployment Agency is the program is limited in
access to the population of individuals who arenmyleyed or are threatened by periods of
unemployment and who seek to avoid unemploymeraribgring a period of self-employment. Focus
of this scheme was to reduce constraints of emjesaif-employment by ensuring coverage of the
living expenditures. The payment in this schemgraéted in the height of the unemployment benefit
and the coverage of the social security contrilmstifor duration of the first six months of the new
business activity. Access to this program was dpethose who were entitled for unemployment
benefits and only in cases in which the new ventillmaved a termination of the unemployment period
and if the business concept was positively asselsgetbmpetent authority (e.g. local chamber of
commerce).

According to the810-promotion related activities are fairly heterogeneous immge of
regulation and topics and mainly focused on entmanicical strategies in defeating unemployment. In
general, 810-promotion cover schemes that allow policies beyond the statized promotion
programs of the Social Code 1l as for instancecemtrating on special industries or target grouyis a
to allow addressing specific regional problems. o&sr time self-employment promotion received
increasing attention in this source of funding vihiesulted in the promotion of local entreprenceiprsh
centers, financial subsidies and/or training devilme nascent entrepreneurs. Unfortunately, pralctic
reasons caused a relatively high level of aggregati the reporting system on related programs (so
called 810 start-up supports(FSUS)) and further information about related rpation settings are
very limited. However, interviews with local autit@s showed that it is plausible to assume t8a0"
start-up support”- if used as additional promotion - focuses oresypf promotion that we would
typically define as non-financial supports (sedriote 4).

Finally, according to the ESF-BA-Prograself-employment trainingand coaching were
initially implemented in line with the EES whichdiesed on enhancing the self-employment culture in
general and which also aimed to improve the indiglg ability to start a new venture. While the
coaching scheme run until the end of the progra20id8 theself-employment trainingias replaced
due to another legal form of promoting trainingesties in 2003. Conceptionallyaining coursesand
coachingwere focused on an integrated sequence of progséli-employment. However, in practice
both programs were often offered without requirihig sequence. In detailraining coursesnainly
aimed at enhancing preparatory qualification (inrees between 4 to 12 weeks) whiteachingwas
organized as a way to ensure qualified assistandagdthe first year of the start-up period. Both

schemes offered a coverage of all direct experaditfcourse fee or the payments for the coach) as

® Table Al in the appendix gives a detailed overvidasut the set up of the promotion schemes whietohinterest in this
study.



well as indirect costs for childcare, hospitalitydatravel costs (limited to a total of 4600 euro).

Unfortunately, detailed information about the tapémd the organization of the courses are linfited.

3. Data and sampling

The data used for the analysis is a sample ofritegglated Employment Biographies (IEB).
This data is compiled from four administrative sms that originate from the registers of the Fddera
Employment Servicé The data include employment and benefit histobiask to 1990 and official
registrations for job search, unemployment andigpation in active labor market programs back to
2000.In combining these sources the IEB allows a detaliestorical perspective on periods of
employment and unemployment.

The information provides exact beginning and endesleof a period. Source-specific
information adds data about the individual's schaplthe type of employment, job characteristics,
income and detailed information of the qualificatidn addition, we supplemented data from the
Establishment History Panel (EHP, see Spengler826® include characteristics of the associated
employment episodes and we added regional labokenarformatior? In the latter case we added
data taken from the official statistics of the Fadl&Employment Agency. For a detailed overview of
the attributes see Table A2 in the appendix.

For the analysis this data has cleaned in sevexgswWrirst of all, to emphasize the context of
‘additional support’, we restrict the analysis talividuals that receivetridging allowance This
ensures a valid identification of self-employmeatipds. Furthermore, start ups after the first tprar
of 2003 (hereafter, 2003(l)) are not studied beeabsy may be affected by additional institutional
changes that were introduced in 2003. Drop outsegigbdes with difficulties to identify valid begin
or end dates are removed from the anaf/##oreover, to focus only on valid additional ‘non-
financial’ support the study is also restrictegbéaticipations of support which lie within a certéime
corridor before and after theidging allowance® Detailed information of the cleansing proceduees i

available from the author.

% We collected information to get deeper insightsualthe promotion scheme concerning topics, thematiibn and their
quality based on additional interviews with pagamts and local authorities. Among others the susi®wed that the
hypothesis of low quality of the training and tleaching is not supported. For details see Oberbt$iak (2007)

" This data covers almost 80% of all employed irdiigls (mainly excluding the self-employed and caérvants) in
Germany and the total of all employment positidret fire captured by the social security system.

8 Local information focuses on the level of laborrkea districts, as suggested in Arntz and WilkeD0O@ and
Oberschachtsiek (2010).

® For the same reasons people with more than teeeds of bridging allowance during 1999 and 20@5excluded from
the sample. This will exclude episodes of bridgatigwance with less than 60 and more than 740 daysases of two or
three records of bridging allowance, the study tisedirst observation as the reference.

19 The definitions of the time windows account fagdéregulations and empirical density. For exanfipéeising on coaching
additional support will only be valid if the entligs within one year after but not more than thremnths before entering
self-employment. A training episode will be valfdttie entry lies within a time window of one yedtea finishing the
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As it is in the focus of this study to analyze thi#icome of ‘non-financial’ support we apply a
simple treatment-effect approach where we studyeffext of intervention on a related outcome that
we expect to be affected by the treatment. Thénreat is in our case is defined as an additionah-n
financial’ support — that is participating a singheditional promotion scheme based on a self-
employmenttraining, coachingand support related to tig0 start-up supportMultiple treatments
like combining self-employmeritaining and acoachingare not studiedf. For the comparison group
we use individuals with no additional ‘non-finaritsupport. This includes all individuals who have
never received extra promotion during the timequeeand those who did not receive a valid additional
support but who receivedaidging allowance?

As noted above, the outcome measure relates tomiger political objective of self-
employment promotion and is conducted in order dptare the stability of an individual's self-
employment period. Unfortunately, the data doespmotide a direct measurement of this so that we
made use of an inverse definition, in which indigbis approximated due to any record that is not
related to self-employment promotion after self-@yment entry. We find this related to any
appearance of unemployment, employment or a jottls@acord after having entered the period of
bridging allowance(quits of self-employment). Furthermore, we corie on duration in self-
employment and allow for different types of quigtieelf-employment (exits into unemployment and
into employment positions) which may provide furttieformation about the economic reasons of

quitting self-employment.

4. Analysis

The Evaluation Strategy

To asses the effects of these schemes on self-pmefd longevity we use a comparison
framework in which the populations of individualglwand without a policy intervention are used to
identify counterfactual observations for the estioraof average treatment effe¢f§ he core idea of
this approach focuses on rebuilding an experimendtdign in which one seeks to impute
counterfactual observations by matching treated amdreated observations with similar
characteristics. Following Rosenbaum and Rubin 3198erving sufficiently good matches the
treatment assignment can be considered as beiggmamwhich ensures that the potential outcome

would be independent of the treatment assignmemdifional Independence Assumption; CIA).

training course. For the 810 start-up supports Nesvahat the begin date to lie within a time wivdof one year before
or after the begin date of the bridging allowarteear. a detailed description see Figure A.1 in thgeaglix.

1 studying multiple treatments would also run intctimoelological problems because of limited observetio

12 Alternatively we might remove these observatidiewever, such a restriction could also bias thestigation because
invalid treatments may relate to re-starters and te an underrepresentation of unsuccessful cases.

13 For a deeper discussion see for example Heckmain @997 and 1999) or Blundell and Costa Dias 9300



Compared to other methods the advantage of matéhitigt the set of necessary restrictions
is highly limited (e.g. it does not need exogeneityconditioning variables, exclusion restrictionrs
separability of outcome and choice equation). Imtipaar, matching techniques do not need a
parametric specification of the outcome functionobrthe selection process, but it emphasizes the
existence of a common support and it allows stuglyieterogeneous treatment effects. However, the
bias reduction due to matching fundamentally depemwl rich information that allows including
attributes that simultaneously determine the treatnassignment and the potential outcome of the
comparisons.

As in any evaluation setting the identificationaafusal effects also relies on the absence of
general equilibrium effects. This assumption iswnas the stable unit treatment value assumption
(SUTVA; see for example Holland, 1986). The SUTV#ates that the participants need to be
stochastically independent across all observatants that the outcome must be independent of the
mechanism the participant receives the treatmenta Imore practical way this implies that an
individual's potential outcome and his or her likebd of receiving a treatment should not interfere
with those of others. In our evaluation this asstionpmay evoke special concerns because of the
regionalized policies that are studied. Usuallyg talidity of the SUTVA should hold in cases of a
low ratio between the number of participants onrédevant labor market and the total size of that
market so that interaction between the potentialigigants is limited (usually this is fulfilled fo
relatively small promotion schemes). To clarifysthihink of an intervention (for example) that is
small on a national level but that may have a suttstl relevance for a particular region. Therefore
we need a better understanding of the regional Ievtbe selection process. If regional charactiess
are important the validity of the SUTVA will neednzore local perspective which must result in an

implementation of the matching approach that actsoian the regional promotion setting.

Distribution of participations

Observations enter the risk setting with year 2800 are right-censored with Decembet' 31
2005. We find that the inflow into bridging allowae increased from above 85,000 in 2000 to
140,671 in 2003. In sum and accounting for the $amgstriction presented above 418,856 cases of
bridging allowanceenter this study810 start-up supportgFSUS show the highest number of
participants (n = 30,481), followed by entries doaching (n = 13,737) while the number of
participations irtraining courses remains relatively small (n = 2,131).

Following the discussion above and the descrippiothe implementation of self-employment
promotion in section 2 we will first have a clodeok at the regional variation of the relative
relevance of the single promotion schemes. Figureedorts the ratio between the number of

participants of an additional promotion schertmaifing, coachingandFSUS 8§10 start-up supporjs



and the total number of participants wiithidging allowancefor each of the 17&cal labor market
districts (notice: the x-axis is based on the dadfidentifier of a local district).

As it can be seen in Figure 1, most labor marksttidts have low ratios of additional support,
which indicates low importance of extra self-empi@nt promotion. However, in some regions these
extra promotion activities exceed a share of 40%rerclose to 40% (which is the case §a0 start-
up supportsandcoaching. In contrast, self-employmeitaining remains relatively unimportant in
most of the employment districts (close to zerd)viQusly, there are strong local differences either
the costs of controlling the schemes or in the etquk gains that may drive this regional

heterogeneity.

Figure 1: The relative importance of different paiian schemes across regions
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This finding is important for the evaluation becausindicates a high relevance of a local
implementation and particularly deviates from thetyye that is usually found for other types of
promotion where we observe (except of a structdifférence between East and West Germany) a
more smoothed distribution across regions (e.gnitrg schemes; see Hirschenauer 2001). This also
supports the hypothesis of a particular regionatcisization in promoting self-employment.
Furthermore, this finding directly emphasizes tbaaern of general equilibrium effects (in regions
with exposed activities) and the problem of limitedmmon support (in regions with almost no
additional activities). To overcome this potensalurce of bias we exclude regions with more than
40% of additional promotion in one of the focusgges of additional self-employment promotion. As

a result 17 local labor market districts are exetldrom the study. This corresponds to a loss of



almost 29,700 observations (12,500 witidging allowance 3,400coachingobservations and 12,200

in FSUS. Furthermore, in the matching approach we witllede all regions that have no suppdrt.
The selection process, potential outcome and the validity of the CIA

Treatment selection

Before we enter the evaluation we first focus orestigating the selection process to obtain
further insights into the treatment assignment. ofégcally, selection into an additional self-
employment support can be considered as a resudt rdgotiation between the local agent (case
manager of the local labor market office) and tppliaant. As seen from the supply side, regional
differences may result from different local polisyrategies, different cost/benefit structures and
perceived success that relate to the specific ctaistics of the local labor market. Thereforeg th
supply is assumed to be mainly driven by local #eabor market conditions. Furthermore, time in
this context captures variation in learning abdfitient policies.

In turn, selection on the individual level (demaside) will be affected by the individual's
cost/benefit functions. However, since this is diogctly observable to the researcher, we assuate th
the driving forces behind this pattern are relatedhe individual expertise which we assume to be

linked to the individual's experience, formal gtiaktion and employment biography.

Table 1: Factors affecting treatment selection

Training Coaching FSUS (810 support)

Block of variables BIC LR BIC LR BIC LR

model 1

(onIy bl) 40.459,61 1782,47** 171.601,50 7163,75%** 200.113,40 1260,58***

model 2

(adding b2 to bl) 33.738,78 8204,86*** 129.326,40 44134,18*** 152.136,90 50014,96***

model 3

(adding b3 to model2) 33.057,17 950,84 *** 128.866,70 926,89*** 150.720,80 1685,34***

notes: the blocks of attributes are sequentiatip@duced in nested models.
the blocks of the attributes contain: b1 (7 dumrayiables for the # half-year of entry); b2 (regibinformation, 108 to 159
variables, including regional conditions and dumragiables for each local labor market district);(blividual information, 94-
99 variables, including gender, age, qualificatemployment background and professional backgramnal two digit
classification)
notice,  low values of the BIC indicate superiatistical model:BIC = 2 InL +k* I(n)
the change in terms of the BIC is sensitive toditer of the introduction of the models — howesgexeral checks
reveal no different findings to that reported adov

Focusing on the selection process Table 1 reporte gelated statistics separately for each
promotion scheme. Results are based on logit madelscover different sets of attributes. Since we
are only interested in general information aboet 4blection process Table 1 focuses only on model

fit statistics. The reported statistics [Bayesiafoimation Criteria (BIC) and the Likelihood Ratio

%4 The initial and final sample sizes are reporteddm to A4c in the appendix.
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(LR)] inform about the entropy of the statisticabaeling which can be used to describe the general
pattern of the selection process (see for examptaliam and Anderson 2004).

As it can be seen in Table 1, the greatest modeldwement associates with the introduction
of regional characteristics (especially due toitfieoduction of the local labor office indicatoffhis
finding directly supports the hypothesis of the ariance of the local agent’s cost/utility function
(policy strategy) in the overall selection procdsdletail, we find that additional support hasighler
ratio in Eastern Germany in general (less pronadificethe810 start-up supporjsand that time and
the local composition of additional self-employm@nbmotion strongly affects the likelihood of the
selection process. In contrast, individual charsies are of low informational value in explaigin
program participation. Nevertheless, we find thattipipation probability of receiving an additional
self-employment promotion increases with age (is&lru-shaped), that it is higher for males antl tha

the likelihood rises with qualification.

The validity of the CIA

For the validity of the matching approach it idicél that we sufficiently observe information
that jointly correlates with the treatment assignitngnd the outcome measure. In this context it is
usually the firm's capital structure and the presenf financial constraints that are stressed by
research on start-up success. However, the researatart-ups that have been undertaken from a
position of unemployment draws a somewhat diffepature (e.g., Hinz and Jungbauer-Gans 1999,
Oberschachtsiek 2008).

Furthermore, while we observe that selection gty influenced by regional conditions, the
literature on the determinants of survival emplessithe importance of individual characteristics. In
particular, previous research indicates that egpeg, schooling, gender and motivation are highly
correlated with business prosperity and self-emplayt longevity (for an overview see: Santarelli and
Vivarelli 2007; for business founders out of uneoyphent in Germany see Wiel3ner 2001, Reize
2004, Caliendo and Kritikos 2009 and Oberschadht2@08). Evidence on the role of regional
conditions mainly focuses on firm formation ratki@n on self-employment (Fritsch et al. 2006; Falk,
2007). However, Taylor (1999) as well as Johans&fi00) show that the unemployment rate
influences survival chances. More explicit evideiscprovided by Oberschachtsiek (2010) who shows
that local labor market conditions strongly effé@ survival of the new business on a higher lefel
complexity (e.qg. differs in its effect across gfiaditions and is multidimensional in affecting swat
chances) - even if individual characteristics amapronounced.

In sum, in our opinion it is more important to inde information related to the individual
employment history and context specific informatamfor instance related to the legal form of the

business. In this sense we feel quite comfortabd the included information should provide

15 Both studies support the thesis that capital endentrdoes not seem to be a critical factor in dgvime survival chances
of new founded business from people who starteil business from a position of unemployment. Indtbath studies
emphasize a higher relative importance of humaitalap
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sufficient support for the CIA. Finally, a furthe@nportant support for the argument that sufficient
information is included in our data is that a magsue of selection is already absorbed by thecehoi
of applying for the bridging allowance (e.g. captgrthe motivation to start a business) and dubéo

data restrictions discussed above.
I mplementation of the matching

In our evaluation we concentrate on the Averagaffiment Effect on the TreatedTT,) as the

most interesting parameter. This estimator is @effias the difference between the mean outcome of

the treatedy,°* and the estimated counterfactual outcovif&* and provides information about the

net outcome of a treatment for those who weredrkat

ATT=Y [¥°%- ¥p7| giventhat Vo= =3 w v, (1)
wherei characterizes the treated anthe untreated individuals. In our analysis alliwttlials that
only received a bridging allowance are defined asreated (likewise: comparison) while the
population of those with an (one!) additional suppmtzfine the treated individuals. As the right ¢han

side of Formula (1) shows the estimated countarédaiutcome for those with an additional support is

taken from the mean outcome of bridging allowangeutation with no supportﬁ?@Dzl). We calculate
this counterfactual outcome as the weighted me#&ome of the non-treated, in which the individual
weightsW, ; refer to the distance between comparisandi. To ensure equal importance of treated

and untreated observations, weights are restriotéte following conditions:

2 W, =1, W, Dod]. )

The distance between those with and without additicsupport is used to define the
comparability of the comparisons. For technicalsoees we use the Mahalanobis distance which
allows us to set a distance measure and whicheis as a measure of equalfityn order to stress the
importance of specific characteristics we use aemmsmplex procedure to define this distance
measure and in using this in the matching appro&ch. example, to allow a more detailed
representation of the selection process we cartyaodirect matching for the type of region and
calendar time and we calculate three propensityesc@ee the full matching approach on next page)
which enter the distance measurement.

Finally, the weighting schem@&V is then performed by using a kernel functiéh

(Epanechnikov kernel) based on the bandwiddmd the distance functian while u is defined on the

16 See Cochran and Rubin (1973) and Rubin (1980hfptoperties ofi(x) in matching approaches.
12



basis of the distance of the balancing scoB£x)) - that is the dissimilarity between the treated a

the untreated observation - and the bandwhdth

_ K - _3. 2 _
ST with Ki’j—z(l-u)l[plﬂ} and u=(B (x)-B;(x))/h (3)

In specifying our outcome measure we focus on tveasures. The first one defines as the

likelihood of having quit self-employment duringetHirst 36 months T < 36) and focuses on a

cumulated outcome differenc&™). The second one informs about the time dependimyival

probability (Y?). This is the inverse of the probability of quitii self-employment at or before a time

interval ¢; t') given that the individual has entered that timerval. Both measures are calculated for

k types of exits: all types of exits, exits into omqEoyment and into employment:

Y!:Pr(Tk < 36) (4)

Y2:1-Pr(ts T <t|TK 2t) (5)

The full matching approach proceeds as folldtvs:

1.
2.

w

N o s

—

Identifyj andi.
Skip regions with no support (zero participargsveen 2000 and 2003).
Estimate three propensity scorBs(x): Pr(D=1|X), Pr(D=1|X") and Pr(D=1|X");'° where
Pr(D=1|X=x) =1/ (1 + €%).
Stratify the matching procedure into matchihgster (along annual quarter and type of reffjon
Calculate the Mahalanobis distance baseBdIfi™(x) and selecte as theB(x)
Seta muItipIiermD]O,l].
Run a pre-matching to identifybased on the distance distribution of nearesthheits in each
matching cluster: a) Select a treated observatids) Use the nearest neighbor in terms of the
Mahalanobis distance, given thaties within the clustecl and keep the distances between all
comparisons. c) Extract the "7ercentile of all distance values within clustérd) Use the 90
percentile across altt p75-distance values’ as the bandwitith
Run the clustered matching algorithm baset taken from (7) which is multiplied witi.

if balancing property is not convenient re-runnfr¢7) based on additional attributes that are

added to the calculation of the Mahalanobis distanc

7 Techniques that have been discussed to assessmbptindwidth choice are not feasible in the sgitimplemented here.

18 The used matching algorithm mainly correspondthéoone used in Lechner (1999) and Almus (2004}icepthat we
used the psmatch2 (version 3.1.5) command proviedleuven and Sianesi (2003) for statistical sofewpackage
STATA 10.1.

19§ denotes individual characteristics, rc indicategional and control variables, rd marks the detegional dummy
variables.

2 For the type of the region we used the five-groafaissification suggested by Blien and HirschengR@65). Among
others this classification controls for the econordevelopment of a region, the agglomeration strectthe local
unemployment, and the seasonal economic dispeirsismnegion.
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— if balancing is not sufficient based on addingilatites re-run from (6) with a lower multiplier.

Notice that we calculated the standard errors @EBhe estimator in (4) following Lechner
(2001):

iwnz

SEATT) =%Var(Yi )+ (|l\1 ) var(Y, ) (6)

i i2

However, in the calculation based on Formula (6)imglicitly assume that the individuals
(treated and matched untreated) are independeetefline, in order to emphasize the issue of regjiona
clustering (non independency of observations withregional entity) as reported in section 4 we als
calculate two measures that provide informationuélttlee potential misspecification of the standard
error. The first measure is a design-effect indicétlenoted withsé/se, ) that focuses on the ratio
of the two standard errors taken from the non-weidland unrestricted sample of the treatment effect
estimation based on a simple logit model with)(s@xd without robust standard errors (se). High
values indicate a strong correlation between olasiens and therefore a high risk of a
misspecification of the common variance estimatiime second measure follows the same logic and
is also calculated as a ratio (denoted witH/Se, II') but focuses on the weighted and restricted
population (matched sample) Nevertheless, using suticators is not common in evaluation settings

and may only be used as a rough indication foptitential effect of clustering.

5. Reaults

Results for the main groups

Table 2 also reports statistics related to thdrimeat effect. In particular we focus on the ATT
measured in accordance with formula (4)) ¥and the subsequent inference statistics. For the
interpretation of the ATT (¥ notice that a positive sign associates with &didailure rate of those
with an additional support compared to those whiy oeceived a bridging allowance and therefore
indicates a negative effect of the treatment orikedihood of remaining self-employed.

As column five shows, the ATT’s (Y are relatively low and in most cases remain stiailly
insignificant. To make this clear, empirically theflects that additional support (on average) dags
contribute to improve self-employment survival. Feelf-employmenttraining for instance
statistically significant effects can only be idéatl for exits into unemployment, indicating that
additional support associates with an increasauitting self-employment if one focuses on quit®int
unemployment positions. In contrasachingsignificantly reduces exits into wage work (lewdl
statistical significance: 95%) which means thatimess founders with aoachingare less likely to
enter a wage work position when quitting self-ergpient. Furthermore, focusing on t8&0 start-up
supportwe find exits into employment are less likely, s exits into unemployment increase.

14



Table 2: Treatment effects

on suppott matchefl ATT® Inference balance (MSB) F-tesP
Treatmen? / Nj Ni Nj Ni se selse, selse, before after before after
type of exit | Il
Training
all types: 1555 118236 1555 32968 0,006 0,015 1,799 0,818 684,8 2,380 0,000 0,631
unempl.: 1555 118236 1555 32968 0,023 0,014 1,364 1,031 24,866 2,380 0,000 0,631
employment: 1555 118236 1555 32968 -0,013 0,009 1,163 1,020 8684, 2,380 0,000 0,631
coaching
all types: 7204 177573 7204 27529 0,002 0,008 2,237 1,623 738,5 0,970 0,000 0,823
unempl.: 7204 177573 7204 27529 0,007 0,007 2,166 1,179 738,5 0,970 0,000 0,823
employment: 7204 177573 7204 27529  -0,013 0,005 1,392 1,060 28,573 0,970 0,000 0,823
§10 start-up
support (FSUS)
all types: 8942 206189 8942 22033 0,010 0,007 3,633 1,042 734,7 0,885 0,000 0,523
unempl.: 8942 206189 8942 22033 0,021 0,007 2,329 0,888 24,773 0,885 0,000 0,523
employment: 8942 206189 8942 22033 -0,011 0,005 1,942 1,358 24,773 0,885 0,000 0,523

Ajand i are indicators for the population (i =atied population; j= untreated persons)
B ATT stands for the average treatment effect orirésted; the ATT is calculated based on formujaR4(T <36)
¢ the balancing property is calculated as the aeetagean standardized bias based on individualemidrral variables as well as on the

three propensity scores

P the test used is a F-test of the joint insignifiva of all regressors before and after matching
+ indicates statistical significance on the 90%eleV indicates statistical significance on the 9%¢el

With respect to clustering the indicator for thesida effect (s€/re, I') shows a potentially

high correlation of the observations within regiodswever, focusing on theé/re, II' ratio suggests

that the matching procedure fairly solves the probl Furthermore, despite some statistically

significant treatment effects of additional self@dayment promotion Table 2 shows that the

magnitudes of the identified treatment effects riemather small. For example, a statistical sigpaifit

difference in survival between the treated and nfeched untreated of 0.021 (se&0S8start-up

support exits into unemployment) means that an additieuglport increases exit probabilities by no

more than 2.1%-points over a period of three yeditds is less likely to be of an economic

importance.

However, when assessing this finding we must beewhat low treatment effects may result

from different sources; namely: time variant effedieterogeneous treatment effects and methodical

misspecifications. Accounting for such pattern poito the fact that we may otherwise average out

existing effects. We will focus on these issuesWwel
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Figure 2: Time depending treatment effects
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Time variant treatment effects

To uncover time depending differences in survivglFe 2 displays the treatment effect as the
difference of the non-parametric survival functidretween the treated and the (weighted) untreated
comparison group. That is providing information abthe net outcome of an additional support in
terms of better survival chances over time. Notiwe the ATT now focuses on*o that a negative
value reflects a lower survival chance in the papah with an additional support compared to those
with no treatment. Again results are reported fifecknt types of quitting self-employment. To
account for right censoring the survival functiaradculate as the share of observations that is self
employed at timeé in reference to the pool of individuals that ark at risk. 95%-confidence intervals
(dashed lines) are calculated using the Greenwd®a6) approximation of standard errors (without
controlling for clustering).

As Figure 2 shows, time depending effects exist dbbrtypes of additional promotion.
However, the extent in which variation over timews differs across the type of additional support
and for the type of exit that we consider. For eplen- putting statistical significance aside - $etf-
employmenttraining it is found that an additional support (compardyiyessociates with a loss of
survival chances when we focus on all types ofsediitring the first 24 months. However, after a
period of 24 month we see that the survival diffiese between treated and the matched non-treated
almost approximates zero, while we see relativesteon difference in survival for exits into
unemployment and wage work. In general, there iallsavidence that a gain from an additional
support tends to increase with time when focusmgxits in general and into unemployment (inverse
for exits into employment). Nevertheless, it is abd¢ that trained self-employment periods in
particular have a lower survival rate immediatdtgrathe ending of theridging allowancepromotion
while entries with aoachingtend to have higher survival rates at this pairtirne. In particular, we
find a high share of early exits in thérdined’ population which points to a strong post entry
selection. A similar pattern is also found for twachingpopulation but is less pronounced. However,
this finding may indicate that additional supparhances the perception of self-employment as being

an inferior option of employment.

Heterogeneous treatment effects

For plausible reasons effects caused by an additipmomotion may also differ for specific
sub-populations. As research on self-employmentvshoutcome differences are likely to emerge
across gender as it associates with differenceassknattributes, investment behavior, income and
growth intentions (Williams 2000; Georgellis and M2005; Wagner 2007). Following this idea we
control for gender differences, for differenceswen East and West Germany and we stratify the
population based on a generalized propensity sdiwme groups according to the 20% percentiles).
However, the findings do not differ a lot compatedhe results for the whole population (see Table

A.4a-c in the appendix). In most cases we are biat @ identify significant effects — except foeth
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810 start-up suppornivhere we find the highest treatment effect for shbgroup with low treatment
dispositions and where we find increased quits imemployment for those with an additional support
(ATT = 0.065; se = 0.027).

Common support and matching quality

In order to assess the quality of the matching gutaces we examined joint distributions of
the propensity scores for those with and withoutaalditional support. Following this graphical
assessment in Figure A.2 (in the appendix), thduded matched comparisons are sufficiently
balanced. Furthermore, in accordance with RosenkandrRubin (1983 and 1985) we may also use
the mean standardized bias (MSB) as an indicator tfhe overall balance of the matched
comparisong! As reported in Table 2 the averaged MSB decrestsesgly after the matching. This is
a fairly good indication for a sufficient good ba¢®, and indicates a better balance than in other
related studies (e.g. Baumgartner and Caliendo )2@08ally, the F-test statistic also reveals joint
insignificance of the covariates in a logistic esggion in the matched sampld.ikewise, t-tests of
mean differences for single variables between negkctieated and non-treated individuals also

support the rejection of the hypothesis of diffeesin the matched sample.

Additional findings and robustness checks

The most critical objection in this evaluation magfer to the point that individuals with
unpromising business projects may have higherivelattilities of using additional self-employment
support and therefore have a higher likelihoodakirtg advantage of the additional self-employment
promotion. Since this might be unobserved, matchnay fail to estimate unbiased treatment effects.
However, in order to assess the robustness ofdimaaes different checks have been made. First of
all, we performed different matching methods inahgdsingle nearest neighbors, caliper matching and
propensity kernel matching in order to check meiteddssues and which in sum support the reported
findings. In addition, we also tested the potengtiect of unobserved heterogeneity by explicitly
excluding information and by calculating post-estiion Rosenbaum boundsin particular, both

sensitivity tests do not give support for the hyesis that unobserved heterogeneity affects the

% The MSB defines as the difference of sample meaaoli covariate in the treated and control subsssTgs a percentage
of the square root of the average of sample vaemiiic both groups (before and after matching). \Getrol for the
following set of attributes: gender, age, higheuaion, college or university degree, small bussnemployment
background, master craftsman, small business baskgrand being a master craftsman, West or Eash&@mst, date of
entry, all three propensity scores, profession dhasea one digit classification. Furthermore alliomal attributes are
included: local unemployment rate, local firm hakarariation index of local unemployment and thgioeal share of
additional promotion.

2 The ‘after test’ (see Table 2) performs a testtennull hypothesis that the entropy of the treatinselection model equals
zero when it is restricted to the weighted matgbegulation.

2 The Rosenbaum bounds provide information aboutptitential change of an estimator if one includdsypothetical
factor that covers unobserved heterogeneity (seerf®asim 2002 or Becker and Caliendo 2007 for detditsihe
sensitivity analysis we used the STATA module “minbds.ado” — as suggested by the authors (BeckeCafiendo
2007) we focused the sensitivity test only on tharast neighbor matching without replacement.
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reported estimates. In addition, we also re-runegtamates by only including regions with high oati
of additional support which is used to accountdgpotential interference of a ‘negative creaming’
(assuming that negative selection would be reltitgher in regions with only few participants).
Finally, we replicated estimations while focusingregions with low activities in state specific ESF
funding of additional self-employment promotion order to test for the effect of potential
substitute$? In sum, none of the robustness checks reveal anitimt differences of the findings

reported above.

7. Summary and Conclusions

In this study we are the first time examining theatment effect of the additional start-up
support in terms of employment stability. Subjecth@ investigation are self-employmerainings,
coachingand 8§10 start-up support§a scheme that comprises different programs wittegional
focus). Even though recent policies have spentasing attention on this promotion little is known
about their net outcome. In our analysis we usea daten from the IEB which is an integrated
German data base that allows a complete contrall gfarticipations within the active labor market
policy offered by the Federal Employment Agencytdiled information of the employment history,
qualification and socio-demographic information amch regional data about local labor market
conditions can be controlled for in the evaluat®etting which makes the statistical matching
approach a valid evaluation technique.

First of all, we find that selection into an adolital promotion (treatment assignment) mainly
seems to be a result of differences in local sgragein active labor market policy across Germamy.
particular, the results show that few regions hasey high shares of additional support and that in
most regions additional self-employment promotiearss to be less attractive. This finding indicates
a particular regional specialization in promotirdf®£mployment. This issue has been unaddressed or
has been underreported in previous evaluation efudin order to solve the problem of a potential
selection bias we implement a matching approachchwisieeks to address the specific regional
embedment of the selection process and at the saraeallows for regionally unequal chances of
start-up success. Finally, we also put much effid studying the robustness of our findings.

The evaluation shows that self-employmgainings andcoachingtend to increase hazards,
while exits into employment positions seem to berel@sed. However, statistical significance is
limited for all schemes and all outcome measures.ekamplecoachingmainly shows relevance for
(decreased) exits into wage work positions, whigmificant effects fortrainings limit to (increased)

exits into unemployment. Statistically significargatment effects mainly concentrate&40 start-up

24 We used data from the state ESF monitoring of 2608entify states with low numbers of participats of ESF-funded
coaching, self-employment training and counselidgta is available only for Western Germany. Sinoemmtion is
costly it is assumed that other programs that wetdunded by the ESF can be treated as negligible.
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supports in which survival is less likely, exits into unplnyment are increased and hazards into wage
are decelerated. However, treatment effects remsaall. Several robustness checks support these
findings.

In sum, our findings indicate that on an averagell&raining andcoachingdo not associate
to what was politically intended. If individual dening’ would be improved due to additional non-
financial support, we would have expected thatisahs higher and/or that exits into wage work may
be accelerated. However, we find insignificant tireent effects for exits in general and significant
‘negative’ (negative in terms of the political otiige) treatment effects related ti@ining courses
and related to the§10 start-up supports{increased exits into unemployment). This is ieséng for
at least two reasons: First, it shows that the pta@n scheme with the highest degrees of freedom
associates with some non-ignorable treatment sffaatl second the treatment relates to a decrease in
survival. One explanation which would be in linghwihis finding is that external expertise may tend
to enhance better preconceptions of future econ@misperities of the business and may therefore
cause higher exit rates in order to prevent runimig deficits. Furthermore, we find a strong siift
survival at the end of the basic financial suppdanich points to the fact that treatments enhanee th
perception of self-employment as an inferior empient option.

Unfortunately, we neither know much about the diiyes, forms and regulation of the single
promotion schemes and the determination of thesdgnient effects in detail nor do we know much
about the mechanisms that associate with thesindimdTherefore, further research is needed that
allows a deeper understanding of the way non-fihnsupport operates. In particular, future
evaluation must be aware of the high level of caxity when studying self-employment promotion
(e.g. multilevel promotion, spatial heterogeneiif)is also motivates further research on a moralloc

level to account for regional differences in théitfmal strategies of the active labor market pglic
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Appendix

Table A.1: Self-employment promotion schemes ofatigve labor market policy

bridging allowance

free start-up supports
(810 start-up supports)

sdlf-employment
training

sdlf-employment
coaching

target group

focus

benefits

requirements

validity
period

individuals who entitled to
receive unemployment
benefits and who will start
a new business

transition costs; financial
support

» coverage of the living
expenditures during the
fix six months plus extra
payment for the social
security contribution

payment limits to the

(potential) unemployment

benefit

« self-employment activity
stops or avoids
unemployment

younger than 64 years
positive assessment of
the business concept
evidence of new business
activity or the start-up
(difficulties in cases of a
business buyout)

Start in 1986; reform in
august 1994; changes in
1997, 1998 and 2001,
termination in 2006

individuals who will or

individuals who plan to

who have started a businessbecome self-employed

from a position of
unemployment

regional policy

flexible (experimental)
types of support during
the transition, start-up
period or the early period
of self-employment

e.g, allowances for the
living expenditures,
technical equipment

not conflicting with the
general directions of the
active labor market
policy

« only if other schemes
(including national or
regional business
development programs)
are not possible

limited to a total
spending of not more
10% of the regional
reintegration budget

start in 1998

preparation and
qualification

* 4 to 12 weeks of
training

» coverage of training

fees, traveling costs

and expenditures for

child chare

free selection of the

course (usually

professional training

centers)

entitled to receive a
regular promotion of
the Social Code Il —

e.g. planed to apply for

bridging allowance
* preparing a start up

individuals who have started
a business

external expertise, improved
learning

« coverage of coaching costs,
traveling costs and
expenditures for child chare
free selection of the coach
to address individual topics
(usually tax counselors or
business consultants)

receiving a promotion of
the Social Code Il —
usually bridging allowance
« limited topics since
03/2003 (marketing,
business development,
mental help)

subsidies are limited to a
one year period after start
up

limited topics since
03/2003 (marketing,
business development,
mental help)

start in 1998; restarted instart in 1998; restarted in
2000, terminated in 2006 2000,

several changes: e.g.

several changes: see coaching

total payment up to 9.000 terminated in 03/2003

Euro (until 03/2003),
between 3/2003 and
02/2000 4.600 Euro

own compilation
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Table A.2: Definition of the variables

gender (male)
Sex is male. Source: Employment History.

age
Age of the business founder at the beginning ol employment episode. Source: Employment Hystor

schooling (>= high school)
Schooling equals high school degree or higher (@agm‘Abitur’ or ‘Fachabitur’). Source: Job SeaRkegister.

academic degree
The founder holds an academic diploma (universityallege). Source: Job Search Register.

master craftsman / foreman
The founder has worked as a crafts master or fanefjad position) in his or her last employment epis before starting
the business. Excluded are employment episodesandlihily income lower than 5 Euro or lasting ldsant 60 days (valid
employment episode). Source: Employment History.

management
The founder worked in a management position inléisé employment episode before starting the busingsurce: Job
Search Register.

commercial background
The founder is experienced and (formally) traineé icommercial profession. Source: Job Search Redapprenticeship
information); Employment History (using the two diglassification of a selected set of professiagerience).

short unemployment
The unemployment duration before setting up thenmss is less than 3.5 months (difference betwashdmployment
and beginning of the promoted self-employment eggsonissing values are imputed). Source: Employrhistory

number job changes
Number of distinct two-digit classified professiodsiring the last two years before starting the mess. Source:
Employment History.

minor employment
Founder worked in a minor employment during the ledid employment episode before setting up theiress. Source:
Employment History.

wage-premium
Identifies if a founder earned 1.66 times more thia® expected monthly wage income in the last valabloyment
episode. The expected income is a regressed funofithe income and a selected set of covariates, (@ge, schooling,
job changes, gender, job position, size of thebdistament) conditional on the type of professiom grart- or full-time
status. Source: Employment History.

size of establishment / small business
Size of the Establishment: modus of the numbermpleyees of the establishments during the last figars before
setting up the business. Only those employmentrdscare included that last for more than 3 montthwin income
greater than zero. Source: Establishment HistonePa
Small Business: The founder has usually worked (modf the last five years) in establishments witksl than 20
employees. Source: Establishment History Panel.

unemployment rate (UER)
Monthly unemployment rate of the local labor markigttrict. This information is merged with the ndcdata after
splitting the dataset into three-month periods.liBes treated as one region (un-weighted avera§eyirce: Employment
Statistics.

unemployment index
Time-varying covariate that covers a normalized mpleyment rate relative to the starting point (ikde
UER*100/UER). Source: Employment Statistics.

variation index
Captures the variation of the monthly unemploymeaté for each local labor market district. The xdelates to the
square root of the squared mean error of a timesestimation. Source: Employment Statistics.

share (%) of vanishing establishments (local firmzdrd)
Identifies the share of establishments that aredan t-1 but do not exist in t in the local laboarket district. Source:
Establishment History Panel.

cohort
Represents the year in which the founder set uptiseness. Source: Participation in Measure Ragiste

profession
Distinguishes seven clusters of professions based two-digit job classification related to thetlamlid employment
episode. Source: Employment History.

exit
Equals one if there is a non-self-employment epsafter starting the business (beginning of thermtion). Source: all
sources of the IEB. The identification distinguisheetween a) employment (wage work with notificatto the social
security system), b) unemployment (with and withanemployment benefits) or participation in measamd c) other
(e.g. minor employment). Before identifying thegeelts, the data set was reorganized to summarifereint types of
spells.

duration of self-employment
The duration of self-employment is the differenegvieen the beginning date of the promotion (stprfithe business)
and the date of the first non-self-employment egiésafter starting the business. Censoring refegd tbec. 2005.
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Figure A.1: Definition of valid additional support
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own illustration

To focus only on valid additional support the stubgs time corridors as displayed in Figure A.1.
Following this figuretraining, coachingand 810 start-up supportsre included only if they lay
within a certain time corridor related to the bedate of the bridging allowance. For simplicity the
figure displays the number of the episode (I to &id the type of period (b=before the start of
bridging allowance; a = after the start) as welktees time corridor to define the cutting edges to
include or exclude observations. For the trainiogiation this includes observations where the
end date of the training lies within a corridor mfe year before the begin date of the bridging
allowance (entry date) and end dates that areteo tlkan 3 weeks after the entry daraifings
must have started before the entry). Fordb&chingwe set a time window of -21 days up to +365.
This means that coaching is only valid if the ensrpbserved within 3 weeks after the begin date
of coaching and that a coaching must begin no thter one year after the bridging allowance. For

the 8§10 start-up supportthe time corridor is +/- one year.



Listing A.1: Description of the matching algorithm

Labor market districts (regions) that have no parénts of the evaluated promotion scheme do not
enter the study, because the common support ie tleggons is zero (step 2). To include statistical
information of the assignment process linear ptamicof logit estimates are used. To emphasize
the distinct levels of selection three separateresc@re applied. The first one includes only
individual characteristics, the second bases oiomadj attributes and time intervals, the third is
based on dummy variables of the labor market disanid time (step 3).

Before calculating M(x) the sample b&ndj is stratified along regional cluster and time iaéds
(step 4). Region (type of region) and time (13 ahwouarters) define distinct matching cluster to
ensure that comparisons are only taken from obsSensgawith most similar external economic
market conditions and to account for the dominagiatiern of the treatment assignment. The exact
date of entry, the scores and the interaction betviiee scores are added to the list of attribinzs t
enter the calculation of the Mahalanobis distarstep( 5). The inclusion of further variables
depends on step 8.

A pre-within sample matching is then performedderitify a bandwidth parameter (step 7). This
step ensures to dralwdirectly from the clustered sample. Nearest nesghhatching guarantees
that only the closegtare used. Based on the realir®ddistances the ¥5percentile is taken as the
clusterk specific bandwidtht¢). This avoids potential high distance matches iwithcluster. Next,
the 90" percentile of allh® is used as the overall bandwidth paraméteiThis procedure is
implemented to weight down matches in clustershictvonly high distance matches exist.

The final matching is then performed basechand proceeds in step 8. The multiplier defined in
step 6 ensures a flexible adjustment of the barttiwidrameter and is only rescaled if the inclusion
of additional variables (or interaction terms) daes improve the balance betweieand]j after the

matching.
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Figure A.2: Support-Overlap
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note: the dashed line reports the unconditionatibigion of propensity score — the other show the
distribution of the propensity score for the matthreated and non-treated population.
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Table A.3: Treatment selection (estimated effects)

Coaching Training §10 start-up support
b se b se b se
individual
characteristics
male -0,288*** (0,05) -0,337*** (0,05) -0,139* ©7)
age 0,061** (0,01) 0,066*** (0,02) 0,084*** (0,01)
age squared -0,001%** (0,00) -0,001%** (0,00) -0 (0,00)
ziﬂgg:;"g (>=high 0,120% (0,04) 0,251 (0,07) 0,163 (0,04)
academic degree -0,001 (0,04) 0,036 (0,06) 0,036 ,03)0
master craftsman / 0,050 (0,05) 0,213* (0,12) 0,051 (0,06)
foreman
management -0,066* (0,04) -0,136 (0,12) -0,038 3P,0
short unemployment -0,256*** (0,04) -1,169*** (0,21 -0,457*+* (0,04)
small business -0,023 (0,02) -0,031 (0,03) 0,007 ,0200
profession (one digit
classification; included in the model but omitted in this table
10 types)
Local conditions
;Jarlzmployment (ue) 0,011 (0,02) -0,000 (0,02) -0,018 (0,02)
ue variation -1,351% (0,06) 1,440+ (0,21) 1,008 (0,05)
firm hazard -0,069* (0,04) -0,018 (0,03) -0,061*** (0,02)
share of Training 0,065%** (0,00) 0,182%** (0,00) 0;019%*+ (0,00)
share of Coaching 0,113%*+ (0,00) 0,025%*+ (0,00) ,083%+% (0,00)
share of FSUS 0,028** (0,00) 0,065*+* (0,00) 0,739 (0,00)
Eastern Germany 2,192%** (0,21) 1,110%** (0,32) 16+ (0,24)

Time (quarter since™2000 = reference group)

2nd 0,718 (0,10) 2,088+ (0,38) 0,613** (0,13)
3rd 0,016*** (0,16) 2,316%* (0,41) 0,856+ (0,17)
4th 0,867+ (0,30) 2,261%* (0,43) 0,975+ (0,20)
5th 1,180%* (0,30) 2,179%* (0,43) 0,958+ (0,17)
6th 1,490%* (0,32) 2,218+ (0,41) 0,846+ (0,20)
7th 2,052+ (0,30) 1,689 (0,39) 0,847+ (0,22)
8th 2,642%+ (0,29) -0,725 (0,46) 0,917+ (0,27)

local labor market

district (153 dummies) included in the model but omitted in this table

_cons -6,889%** (0,35) -9,637*** (0,42) -8,570%** Q,29)
N 337407,000 257281,000 365785,000

Il -63343,482 -15649,085 -74211,991

bic 127017,920 31622,076 148757,036

table reports estimated coefficients (b) and stahdeors (se; in parentheses) based on logit astims
source: |EB, own calculations



Table A.4a: Treatment effects fdraining’ (sub groups and robustness checks)

on suppoft matched ATT® Inference balance (MSB) tesP
Treatmen?/ Nj Ni Nj Ni se sfsel sfsell before after before after
type of exit
Single Nearest Neighbor
all types: 1983 136376 1983 1816 0,023 0,017 1,799 1,094 27,31 1,610 0,000 0,049
unempl.: 1983 136376 1983 1816 0,020 0,016 1,364 1,113 27,31 1,610 0,000 0,049
empl.: 1983 136376 1983 1816 0,010 0,011 1,163 0,943 27,31 1,610 0,000 0,049
Caliper matching
all types: 1516 136376 1516 1487 0,031 0,018 1,799 1,072 27,31 2,558 0,000 0,060
unempl.: 1516 136376 1516 1487 0,030 0,017 1,364 1,047 827,31 2,558 0,000 0,060
empl.: 1516 136376 1516 1487 0,009 0,012 1,163 0,962 27,31 2,558 0,000 0,060
Kernel PS-Matching
all types: 1983 136376 1983 1816 0,023 0,017 1,799 1,094 27,31 1,610 0,000 0,049
unempl.: 1983 136376 1983 1816 0,020 0,016 1,364 1,113 27,31 1,610 0,000 0,049
empl.: 1983 136376 1983 1816 0,010 0,011 1,163 0,943 27,31 1,610 0,000 0,049
All, but excluding information
all types: 1558 118236 1558 22234 -0,001 0,016 1,725 0,842 0826, 1,984 0,000 0,851
unempl.: 1558 118236 1558 22234 0,021 0,015 1,423 1,041 826,0 1,984 0,000 0,851
empl.: 1558 118236 1558 22234 -0,013 0,010 1,172 0,842 0826, 1,984 0,000 0,851
West Germany
all types: 1321 88003 1321 25967 0,027 0,017 1,670 1,011 28,82 2,266 0,000 0,961
unempl.: 1321 88003 1321 25967 0,030 0,015 1,405 0,996 28,82 2,266 0,000 0,961
empl.: 1321 88003 1321 25967 0,001 0,011 1,099 0,820 28,82 2,266 0,000 0,961
West Germany excluding region with high ESF
state funding
all types: 212 30457 212 6287 0,019 0,040 0,972 0,921 24,129 ,7531 0,000 1,000
unempl.: 212 30457 212 6287 0,073 0,038 0,941 1,150 24,129 ,7531 0,000 1,000
empl.: 212 30457 212 6287 -0,042 0,022 1,151 0,888 24,1291,753 0,000 1,000
East Germany
all types: 286 37040 286 1190 0,013 0,036 1,239 0,758 22,253 ,6672 0,000 0,997
unempl.: 286 37040 286 1190 0,000 0,035 1,022 1,053 22,253 ,6672 0,000 0,997
empl.: 286 37040 286 1190 0,024 0,019 1,232 1,032 22,253 ,6672 0,000 0,997
Male Population
all types: 1126 83300 1126 33874 -0,003 0,017 1,555 0,739 2724,8 1,783 0,000 0,994
unempl.: 1126 83300 1126 33874 0,015 0,016 1,047 1,077 24,82 1,783 0,000 0,994
empl.: 1126 83300 1126 33874 -0,010 0,010 1,165 0,629 224,8 1,783 0,000 0,994
Female Population
all types: 579 28320 579 15001 0,008 0,024 1,353 0,846 27,8632,825 0,000 0,996
unempl.: 579 28320 579 15001 0,027 0,022 1,249 1,468 27,8632,825 0,000 0,996
empl.: 579 28320 579 15001 0,001 0,017 0,845 1,024 27,8632,825 0,000 0,996
Low Treatment Disposition
all types: 121 49488 121 1256 0,054 0,054 1,799 0,776 14,720 ,4702 0,000 1,000
unempl.: 121 49488 121 1256 0,050 0,051 1,364 0,948 14,720 ,4702 0,000 1,000
empl.: 121 49488 121 1256 -0,002 0,030 1,163 0,946 14,7202,470 0,000 1,000
High Treatment Disposition
all types: 776 26238 776 3462 0,009 0,023 1,799 0,845 23,486 ,1232 0,000 0,997
unempl.: 776 26238 776 3462 0,000 0,021 1,364 0,823 23,486 ,1232 0,000 0,997
empl.: 776 26238 776 3462 0,014 0,016 1,163 0,899 23,486 ,1232 0,000 0,997

table reports selected statistics of the evaludgtosubgroups and selected robustness checksesd&B, own calculations

Ajand i are indicator for the population (i = e population; j= untreated persons)

B ATT stands for the average treatment effect oriréted; the ATT is calculated based on formujaR4(T <36)
€ the balancing property is calculated as the aeeragean standardized bias based on individualeidrral variables as well as the three

propensity scores

P the test used is a F-test of the joint insignifivaof all the regressors before and after matching
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Table A.4b: Treatment effects fardaching’(sub groups and robustness checks)

on suppoft matched ATT® Inference balance (MSB) tesP

Treatmen?/ Nj Ni Nj Ni se sfsel sfsell before after before after
type of exit
Single Nearest Neighbor

all types: 10107 180283 10107 8611 -0,012 0,008 2,237 1,603 ,6028 1,107 0,000 0,003

unempl.: 10107 180283 10107 8611 -0,004 0,007 2,166 1,435 ,6028 1,107 0,000 0,003

empl.: 10107 180283 10107 8611 -0,016 0,005 1,392 1,371 ,6028 1,107 0,000 0,003
Caliper matching

all types: 9393 180283 9393 8347 -0,006 0,008 2,237 1,389 028,6 0,998 0,000 0,010

unempl.: 9393 180283 9393 8347 -0,003 0,007 2,166 1,426 028,6 0,998 0,000 0,010

empl.: 9393 180283 9393 8347 -0,012 0,005 1,392 1,225 028,6 0,998 0,000 0,010
Kernel PS-Matching

all types: 10107 180283 10107 8611 -0,012 0,008 2,237 1,603 ,6028 1,107 0,000 0,003

unempl.: 10107 180283 10107 8611 -0,004 0,007 2,166 1,435 ,6028 1,107 0,000 0,003

empl.: 10107 180283 10107 8611 -0,016 0,005 1,392 1,371 ,6028 1,107 0,000 0,003
All, but excluding information

all types: 6906 177573 6906 23810 0,002 0,008 2,608 1,411 229,7 0,916 0,000 0,919

unempl.: 6906 177573 6906 23810 0,011 0,008 2,334 1,071 229,7 0,916 0,000 0,919

empl.: 6906 177573 6906 23810 -0,017 0,005 1,454 1,164 7229, 0,916 0,000 0,919
West Germany

all types: 2935 129836 2935 18630 0,014 0,011 1,519 1,022 388,3 0,702 0,000 1,000

unempl.: 2935 129836 2935 18630 0,005 0,010 1,335 1,101 388,3 0,702 0,000 1,000

empl.: 2935 129836 2935 18630 -0,007 0,007 1,710 1,007 3388, 0,702 0,000 1,000

West Germany excluding region with high ESF
state funding

all types: 1615 34537 1615 13288 0,019 0,015 1,336 0,613 23,57 1,289 0,000 0,999
unempl.: 1615 34537 1615 13288 0,016 0,014 1,065 0,872 23,57 1,289 0,000 0,999
empl.: 1615 34537 1615 13288 -0,007 0,009 1,369 1,481 723,5 1,289 0,000 0,999
East Germany

all types: 4269 47737 4269 9497 -0,008 0,011 1,931 0,846 97,98 0,754 0,000 0,957
unempl.: 4269 47737 4269 9497 0,006 0,010 1,955 0,833 17,9890,754 0,000 0,957
empl.: 4269 47737 4269 9497 -0,017 0,005 1,088 0,831 97,98 0,754 0,000 0,957
Male Population

all types: 5405 124239 5405 28342 -0,002 0,009 2,541 1,684 3530, 1,114 0,000 0,901
unempl.: 5405 124239 5405 28342 0,002 0,008 2,120 1,377 530,3 1,114 0,000 0,901
empl.: 5405 124239 5405 28342 -0,010 0,005 1,268 1,247 35380, 1,114 0,000 0,901
Female Population

all types: 2667 43564 2667 12747 0,006 0,012 1,437 1,244 23,45 1,304 0,000 0,965
unempl.: 2667 43564 2667 12747 0,018 0,012 1,777 1,365 23,45 1,304 0,000 0,965
empl.: 2667 43564 2667 12747 -0,022 0,008 1,217 0,894 583,4 1,304 0,000 0,965
Low Treatment Disposition

all types: 340 74383 340 1583 -0,017 0,034 2,237 0,867 15,0034,011 0,000 0,809
unempl.: 340 74383 340 1583 0,002 0,032 2,166 0,965 15,003 ,0114 0,000 0,809
empl.: 340 74383 340 1583 -0,047 0,021 1,392 0,794 15,0034,011 0,000 0,809
High Treatment Disposition

all types: 3133 31542 3133 4836 -0,002 0,013 2,237 0,766 22,47 1,243 0,000 0,795
unempl.: 3133 31542 3133 4836 0,003 0,012 2,166 0,888 12,4741,243 0,000 0,795
empl.: 3133 31542 3133 4836 -0,009 0,007 1,392 1,314 22,47 1,243 0,000 0,795

table reports selected statistics of the evaludtosubgroups and selected robustness checksesd&B, own calculations

Ajand i are indicator for the population (i = e population; j= untreated persons)

B ATT stands for the average treatment effect orirésted; the ATT is calculated based on formujaR4(T <36)

€ the balancing property is calculated as the aeeragean standardized bias based on individualemidrral variables as well as the three
propensity scores

P the test used is a F-test of the joint insignifivaof all the regressors before and after matching
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Table A.4c: Treatment effects f@20 start-up suppar{sub groups and robustness checks)

on suppoft matched ATT® Inference balance (MSB) tesP

Treatment /

- Nj Ni Nj Ni se sfsel sHsell  before after before after
type of exit

Single Nearest Neighbor

all types: 17790 209040 17790 14578 0,001 0,006 3,633 1,175 ,7424 0,657 0,000 0,574
unempl.: 17790 209040 17790 14578 0,013 0,005 2,329 1,325 ,7424 0,657 0,000 0,574
empl.: 17790 209040 17790 14578 -0,016 0,004 1,942 1,2104,742 0,657 0,000 0,574

Caliper matching
all types: 17442 209040 17442 14432 0,002 0,006 3,633 1,189 ,7424 0,623 0,000 0,506
unempl.: 17442 209040 17442 14432 0,013 0,005 2,329 1,284 ,7424 0,623 0,000 0,506
empl.: 17442 209040 17442 14432 -0,014 0,004 1,942 1,0784,742 0,623 0,000 0,506

Kernel PS-Matching

all types: 17790 209040 17790 14578 0,001 0,006 3,633 1,175 ,7424 0,657 0,000 0,574
unempl.: 17790 209040 17790 14578 0,013 0,005 2,329 1,325 ,7424 0,657 0,000 0,574
empl.: 17790 209040 17790 14578 -0,016 0,004 1,942 1,2104,742 0,657 0,000 0,574

All, but excluding information
all types: 7688 206189 7688 14064 0,007 0,008 3,118 0,937 525,9 0,575 0,000 0,996

unempl.: 7688 206189 7688 14064 0,019 0,007 2,108 0,891 5259 0,575 0,000 0,996
empl.: 7688 206189 7688 14064 -0,015 0,005 1,756 1,094 9525, 0,575 0,000 0,996
West Germany

all types: 6019 164956 6019 11792 0,008 0,009 4,101 1,405 737,99 1,114 0,000 0,899
unempl.: 6019 164956 6019 11792 0,019 0,008 2,300 0,900 737,99 1,114 0,000 0,899
empl.: 6019 164956 6019 11792 -0,017 0,006 2,127 1,183 97387, 1,114 0,000 0,899

West Germany excluding region with high ESF
state funding

all types: 1673 35618 1673 6544 0,023 0,016 2,304 0,652 41,720,234 0,000 0,956
unempl.: 1673 35618 1673 6544 0,023 0,015 1,653 1,462 41,720,234 0,000 0,956
empl.: 1673 35618 1673 6544 0,002 0,011 1,006 0,821 41,720,234 0,000 0,956

East Germany
all types: 2614 41233 2614 6403 0,002 0,014 1,958 1,343 26,728,024 0,000 0,971

unempl.: 2614 41233 2614 6403 0,011 0,013 1,712 1,130 26,728,024 0,000 0,971
empl.: 2614 41233 2614 6403 -0,015 0,007 0,994 0,906 86,721,024 0,000 0,971
Male Population

all types: 7496 147369 7496 23522 0,008 0,008 3,217 0,988 3255 1,113 0,000 0,302
unempl.: 7496 147369 7496 23522 0,022 0,007 2,114 0,972 3255 1,113 0,000 0,302
empl.: 7496 147369 7496 23522 -0,015 0,005 1,685 1,370 5325, 1,113 0,000 0,302

Female Population
all types: 4492 52832 4492 14652 0,013 0,010 2,157 0,989 23,801,359 0,000 0,553

unempl.: 4492 52832 4492 14652 0,023 0,009 1,634 0,902 23,801,359 0,000 0,553

empl.: 4492 52832 4492 14652 -0,004 0,007 1,350 0,949 083,8 1,359 0,000 0,553
Low Treatment Disposition

all types: 428 88513 428 2378 0,039 0,030 3,633 0,884 10,112,9631 0,000 1,000

unempl.: 428 88513 428 2378 0,065 0,027 2,329 0,937 10,112,9631 0,000 1,000

empl.: 428 88513 428 2378 -0,025 0,017 1,942 1,081 10,112,963 0,000 1,000
High Treatment Disposition

all types: 6044 34157 6044 10038 0,004 0,009 3,633 1,236 6,840,579 0,000 1,000

unempl.: 6044 34157 6044 10038 0,025 0,008 2,329 1,195 6,840,579 0,000 1,000

empl.: 6044 34157 6044 10038 -0,017 0,006 1,942 1,377 06,84 0,579 0,000 1,000

table reports selected statistics of the evaludgtosubgroups and selected robustness checksesd&B, own calculations

Ajand i are indicator for the population (i = e population; j= untreated persons)

B ATT stands for the average treatment effect oriréted; the ATT is calculated based on formujaR4(T <36)

€ the balancing property is calculated as the aeeragean standardized bias based on individualemidrral variables as well as the three
propensity scores

P the test used is a F-test of the joint insignifivaof all the regressors before and after matching
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