DELSA/ELSA/WD/SEM(2004)1

OECD (@) OCDE

The Swedish Activity Guarantee

Anders Forslund, Daniela Froberg
and Linus Lindqvist

16

OECD SOCIAL, EMPLOYMENT AND MIGRATION WORKING PAPERS



A

pelssepun

T(#002) N3S/A/MWVS 13/VS 133

A

us1ibu3 10 - ys!|bug

Unclassified DEL SA/EL SA/WD/SEM (2004)1

Organisation de Coopération et de Dével oppement Economiques
Organisation for Economic Co-operation and Devel opment 22-Jan-2004

English - Or. English
DIRECTORATE FOR EMPLOYMENT, LABOUR AND SOCIAL AFFAIRS
EMPLOYMENT, LABOUR AND SOCIAL AFFAIRSCOMMITTEE

OECD SOCIAL, EMPLOYMENT AND MIGRATION WORKING PAPER NO. 16

THE SWEDISH ACTIVITY GUARANTEE

Anders Fordund,* Daniela Froberg® and LinusLindqgvist®

JEL Classification: J64, J65, J68

*|FAU and Department of Economics, Uppsala University
°IFAU

JT00157054

Document complet disponible sur OL1Sdans son format d'origine
Complete document availableon OLIS in itsoriginal format




DEL SA/ELSA/WD/SEM(2004)1

DIRECTORATE FOR EMPLOYMENT, LABOUR AND SOCIAL AFFAIRS

OECD SOCIAL, EMPLOYMENT AND MIGRATION WORKING
PAPERS

This series is designed to make available to a wider readership selected labour market, socia policy
and migration studies prepared for use within the OECD. Authorship is usualy collective, but principa
writers are named. The papers are generally available only in their original language — English or French —
with asummary in the other.

Comment on the series is welcome, and should be sent to the Directorate for Employment, Labour
and Socia Affairs, 2, rue André-Pascal, 75775 PARIS CEDEX 16, France.

The opinions expressed and arguments employed here are the responsibility of the author(s) and do
not necessarily reflect those of the OECD

Applicationsfor permission to reproduce or translate
all or part of thismaterial should be madeto:

Head of Publications Service
OECD
2, rue André-Pascal
75775 Paris, CEDEX 16
France

Copyright OECD 2004



DEL SA/ELSA/WD/SEM(2004)1

SUMMARY

1 Until recently, an unemployed person in Sweden who participated in an active labour market
programme earned entitlement to a further 60 weeks of unemployment insurance (Ul) benefits. A
"carousdl" effect - cycling between periods of open unemployment and participation in active programmes
- increasingly seen came to be seen as a factor making the active programmes less effective in promoting
the transition to ordinary work. Following policy reforms in 2000 and 2001, participation in a programme
no longer generates new Ul entitlements. However, the public employment service (PES) can refer the
unemployed to a new programme, the Activity Guarantee. This provides continuing income support, and
engages participantsin job-search and other activitiesin principle full-time until they find ordinary work.

2. This paper summarises findings from two questionnaire surveys of the implementation of the
Activity Guarantee. The first survey was addressed to PES case workers, who have direct personal contact
with participants and much of the responsibility for designing programme content. The second survey was
addressed to participants, and reports on their personal characteristics and job search activity, and their
experience of the programme and views about its effectiveness.

3. Many case workers thought that information concerning the content of the Activity Guarantee
was not sufficiently clear, and that they had not received sufficient training for this work. Existing
guidelines were not always implemented: contrary to quality criteria, case workers on the programme often
had other work assignments, and almost one quarter of PES offices did not offer programme participants a
full-time activity. A common method of implementing the programme was to first engage participants in
job-search activities for groups, and later offer a place on aregular labour market programme.

4, Participants in the Activity Guarantee have the usua characteristics of the long-term
unemployed: a relatively high mean age, a relatively high share with a disability, and a low level of
training. On the whole, survey respondents were content with the programme. However, amost half were
critical of the activities offered and more than half said they would not participateif it did not provide them
with income. Two-thirds reported that they were activated full-time. However, only slightly more than half
met their supervisor as often as once a month. Fewer had applied for a job within the last four weeks, or
knew that they had an individua action plan. Since 2001, benefit recipients must widen their geographic
and occupational areas of job search after 100 days of unemployment, and supervisors had recommended
nearly three-fifths of respondents to widen their occupational search area, and one-fifth to widen their
geographic search area. However, there were no clear signs that job-search activity had increased among
the participants.
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RESUME

5. En Suéde, jusgu’a une date récente, le fait, pour un chdmeur, a un programme actif du marché du
travail ouvrait droit & une nouvelle période d'assurance chdmage (AC) de 60 semaines. Un effet de
"carrousal" — passages répétés entre des périodes de chdmage "simple" et des périodes de participation a un
programme actif - a progressivement fait que les programmes promouvaient moins efficacement la
transition vers un emploi ordinaire. Suite a des réformes introduites en 2000 et 2001, la participation dans
un programme ne permet plus d'acquérir de nouveaux droits a I'AC. Le Service public de I'emploi (SPE)
peut néanmoins admettre les chbmeurs a un nouveau programme, la "Garantie d'activité". Ce programme
les engage dans des activités de recherche d'emploi et autres, en principe a temps complet, jusgu'a
I'obtention d'un travail ordinaire.

6. La présente étude résume les résultats de deux enquétes concernant la mise en oeuvre de ce
nouveau programme. La premiére enquéte a été adressée aux conselllers du SPE, qui ont des contacts
directs avec les participants et qui, pour une large part, déterminent le contenu du programme. La
deuxiéme enquéte a été adressée aux participants et elle décrit leurs caractéristiques personnelles, leurs
activités de recherche d'emploi, leurs expériences du programme et leurs avis concernant I'efficacité de ce
dernier.

7. Beaucoup de conseillers du SPE estimaient que l'information sur le contenu de la Garantie
d'activité n'était pas assez claire, et qu'ils n'avaient pas recue une formation adéquate pour ce travail. Les
lignes directrices existantes n'étaient pas toujours suivies : contrairement aux critéres de qualité, les
conseillers du programme avaient souvent d'autres téches, et presque le quart des agences du SPE ne
proposait pas une activité a plein temps. La mise en oauvre du programme seffectuait souvent, d'abord par
des activités de recherche d'emploi en groupes, et ensuite, par |I'orientation vers un programme actif
classique du marché du travail.

8. Les participants a la Garantie d'activité ont les caractéristiques habituels des chémeurs de longue
durée: un age moyen relativement élevé, une part relativement importante d'entre eux souffre d'un
handicap et/ou ont un bas niveau de formation. La plupart des personnes sondées éaient satisfaits du
programme. Pourtant, prés de la moitié d'entre elles critiquait les activités proposées et la majorité affirmait
gu'elles n‘auraient pas participé si le programme n'apportait pas un revenu. Les deux tiers était "activés' a
plein temps. Pourtant, guére plus que la moitié rencontraient leur conseiller une fois ou plus par mois. La
proportion de personnes conscientes d'avoir un projet personnalisé pour le retour a I'emploi, ou ayant
postulé & un emploi pendant les quatre derniéres semaines, était moindre. Depuis 2001, les alocataires
doivent éargir leur champ géographique et occupationnel de recherche d'emploi aprés 100 jours au
chémage. Les conseillers avaient recommandé a presque trois personnes sondées sur cing d'éargir leur
champ occupationnel de recherche et a une sur cing d'élargir leur champ géographique de recherche. Mais
il n'y avait pas d'indice clair d'une augmentation des activités de recherche d'emploi chez les participants.
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THE SWEDISH ACTIVITY GUARANTEE"

1. Introduction

9. The interaction between unemployment insurance (Ul) and active labour market programmes
(ALMPs) has been an issue in the Swedish policy discussion for at least a decade. On the one hand, Ul
benefit payments have had a limited duration (300 days). On the other hand, ALMPs have since the late
1980s provided their participants with eligibility for a new period of Ul benefits after completion of
participation in the programme.? This has potentialy had detrimental incentive effects both for the Ul
system and ALMPs.? Reformsin the Ul system and ALMPs have now changed the rules of the game. First,
participation in ALMPs no longer renews Ul benefit eligibility. Second, Ul benefit digibility can be at
administrative discretion be extended at most once, i.e. up to a total of 600 days. Third, to provide the
long-term unempl oyed with income support and at the same time to promote their job-search efforts, a new
labour market programme, the Activity Guarantee, was introduced in August 2000. The government
decision to start the programme was inter alia based on a report from the National Labour Market Board
(AMS: in English, LMB) and a number of reports from government committees (see for example Ams,
1999; Ds 1999:54; Ds 1999:58). The Activity Guarantee is not a labour market programme in the same
sense as, for example, labour market training; rather, it is a framework within which the participant can
take part in different programmes (possibly sequences of programmes) or engage in different job-search
activities.

10. IFAU (The Ingtitute for Labour Market Policy Evaluation) was commissioned by the Swedish
government to follow up and, if possible, to evaluate the Activity Guarantee. The results of these efforts
have been presented in two reports from the institute (Froberg and Persson, 2002; Froberg and Lindgvist,
2002) which are available only in Swedish.* The first report focuses on the implementation of the reform,
while the second report primarily presents information based on questionnaires distributed to participants.

11. In the present paper Sections 2 and 3 describe the design and objectives of the Activity Guarantee
and analyse its expected effects, Section 4 summarises findings from the report on implementation, and
Section 5 summarises findings from the participant survey. Section 6 briefly presents the results of an
evaluation study performed at the National Labour Market Board, and describes some problems of
evaluating the programme. Finaly, based on the material presented in the paper, concluding comments
discuss to what extent the programme can be expected to provide an efficient solution to previous
problemsin Swedish ALMPs/UI.

Comments from David Grubb are gratefully acknowl edged.

2. Participation in programmes considered “work”, if the duration was sufficient, gave renewed benefit
eligibility already earlier than the late 1980s.
3. Cross-country studies indicate that Ul benefits with a limited duration contribute to lower unemployment

rates (see e.g. Layard et al. 1991). A number of evaluation studies suggest that part of the disappointing
effects of Swedish ALMPs in the 1990s may be attributed the fact that programmes partly were used to
renew Ul benefit eigibility, cf. e.g. Sianesi (20014, 2001b) and Calmfors et al. (2001).

4, The two reports are follow-up reports; problems of finding an adequate control group for an evaluation
have hence far not been solved.
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2. Design and objectives

12. The overal target for the Activity Guarantee is to improve the participants labour market
situation and to stop them from becoming marginalised. There are a'so a number of sub-targets. First, the
government seeks to provide the participants with more job-search assistance (Government Bill
1999/2000:139). Second, there is a general preference for work or programme participation rather than
“passive” Ul benefit collection. A third sub-target is to develop methods to activate groups of job-seekers
with a weak position in the labour market. Finally, the Activity Guarantee was designed to break up the
cycling between open unemployment and programme participation in which many individuals got caught
during the 1990s (Government Bill 1999/2000:98).

13. The Activity Guarantee was inaugurated in August 2000. It was preceded by a short pilot scheme
that came in to action in April-May 2000 at selected PES offices in al of the 21 Swedish counties. The
experiences from the scheme were gathered in June by a specia project group at the LMB and used as
information material when the programme was to be implemented in full scale. The new Ul benefit
payments rules, according to which programme participation no longer qualifies for renewed Ul benefit
eigibility, were inaugurated in February 2001, six months after the introduction of the Activity Guarantee
(Government Bill 1999/2000:139).

14. The target group for the Activity Guarantee is persons who are or are at risk of becoming long-
term registered at the Public Employment Service (PES) or those whose unemployment benefit eligibility
is about to run out. Participation is supposed to imply full-time activity and the participants receive the
equivalent of unemployment benefits. The Activity Guarantee is a framework within which all regular
labour market measures can be used. The participant is supposed to be engaged in job search, a labour
market programme or in studies. The activities are supposed to be full time.”

15. A participant can only leave the programme in three ways:. by working in aregular job for at least
six months, by starting to participate in regular education® or by leaving the labour force. Hence,
programme duration is indefinite; the participant will have access to al facilities of the PES aslong asit is
“motivated from alabour market policy perspective” (Government Bill 1999/2000:98).

16. The participants should, according to the government bill, be subdivided into groups of 10-15
persons. The LMB has instead recommended groups of 25-30 persons (Ams, 2001). The group activities
should, according to suggestions from the LMB, be organised by the local PES office and be led by a PES
case worker. The idea is that organised job search should be the basis of the activities at the PES office
(Ams, 1999; Government Bill 1999/2000:98).

17. The case workers who implement the Activity Guarantee are caled supervisors. Through the
activities they get to know “their” participants, together with whom they should prepare individua action
plans. The idea is that this action plan should govern which activities the participant is engaged in within
the Activity Guarantee. Upon completion of each such activity (or at least once every six months), the
action plan should be updated and, if necessary, revised (Government Bill 1999/2000:98).

18. In addition to the regular supply of programmes, firms, municipalities and other authorities can
arrange activities. A necessary condition is that they have reached a formal agreement with the county

5. "Full-time" is defined in terms of desired labour supply. An individual whose desired labour supply is
stated to be 100%, but who is on part-time sick leave, is supposed to participate full time minus the
percentage of time on sick |leave.

6. According to Ordinance 2000:634, this refers to education which gives eligibility to government study
allowance.
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labour market board. However, the PES office ill has the full responsibility for the activities and for
monitoring the participants job search.

3. Expected effects of the Activity Guarantee on thetransition to employment

19. What distinguishes the Activity Guarantee from other ALMPs (assuming that it works according
to intentions) are three main features: increased job-search assistance (counselling), increased monitoring’
and an indefinite duration.

20. Applying search theory, we can predict the consequences of each of these three.® The indefinite
duration is most straightforward. Thisis most easily seen by comparing to a Ul benefit system with afixed
duration. In such a system, the reservation wage will fall when the unemployed gets closer to the time of
benefit exhaustion. This will be accompanied by an increasing transition rate to employment. Absent a
time limit for Ul benefits, this increased hazard to employment will also be absent, and hence we should
expect a system with unlimited benefit duration to be characterised by a lower hazard to employment.
However, if we compare to the previous Swedish system with its possibilities of cycling between Ul
benefit periods and programme participation, the effective change seems minor.’

21. The effects of counselling and monitoring are analysed in van den Berg and van der
Klaauw (2001). In their analysis, they alow the unemployed individua to search along both forma and
informal search channels.’® Counselling will, in their analysis, increase the efficiency of formal search.
This will result in a higher job offer arrival rate, but also in a higher reservation wage. An increased
efficiency of formal job search will also induce individuas to substitute formal for informal search. Van
den Berg and van der Klaauw show that under rather general conditions, “...the rate at which the
individual leaves unemployment by way of the formal (informal) channel increases (decreases), and that
the first effect dominates...”. Monitoring is assumed to concern formal search. To the extent that the
required formal search effort is higher than in the absence of monitoring, the response will be substitution
away from informal to formal search, but in this case without an accompanying increase in search
efficiency. The net effect on the transition to employment is in general ambiguous. The probability of a
positive effect on the hazard to employment is higher the lower is the initial level of informal search.™*
Evidence on search behaviour among the long-term Swedish unemployed, collected by the LMB using
survey methods, however, suggests that informal search has played an important role also among the long-
term unemployed.*

22. To summarise: on balance, increased counselling would be expected to increase the transition
rate to work, whereas increased monitoring would have uncertain effects. Given this, we would a priori

7. Thisisinter alia a consequence of the fact that the activities are supposed to be full-time.

8. Basic results of search theory on how Ul compensation affects job search can be found in Mortensen
(1977). Fredriksson and Holmlund (2003) is a useful survey of the incentive effects of the design of Ul
systems in a number of dimensions.

9. However, both Carling et al. (1996) and Carling et al. (2001) found that exit to employment increased for
workers who had come close to benefit exhaustion.

10. Formal search is basically search through the PES, whereas informal search is everything else, for example
search using social networks.

11. If the level of informal search islow already before the increase in monitoring, there are small substitution
possibilities. In the limiting case where there is no initial informal search, the effect will be an increase in
formal search only.

12. For example, in the first quarter of 2001, more than two thirds of the respondents who had found a job
stated that the search channel was not the PES (Hégglund, 2002).
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expect the effect of the Activity Guarantee on the transition to work to reflect the relative importance of
counselling and monitoring in the programme. These theoretical predictions are consistent with
experimental evidence from the US and the Netherlands (Meyer, 1995; Ashenfelter et al., 1999; van den
Berg and van der Klaauw, 2001).

4, The implementation study

23. The IFAU report presented in this section (Froberg and Persson, 2002) is an implementation
study and, as such, a study of the Swedish National Labour Market Administration’s (LMA)
implementation of the Activity Guarantee. Four areas have been given particular attention: First, the
diffusion of information within the LMA; second, the situation of case workers working with the
programme; third, the co-ordination and co-operation between the PES offices and external agents; and
finally, what we have chosen to call the Activity Guarantee in practice. Information has been gathered
mainly through questionnaires directed to L MA-employees, but also partly from interviews.*®

4.1. Theinformation provided to PES offices

24, What makes it interesting to analyse the diffusion of information to the PES offices? The primary
reason is that the case workers cannot reaise political intentions without knowledge of what the intentions
are. To ease the implementation process, the information received should be relevant and explicit.
However, the information does not necessarily have to be detailed: case workers should ideally be given
some freedom to apply the regulations according to experience — especially in an area like labour market
policy where individual adaptation is of importance. However, individuals should not be treated differently
depending on which PES office they enter or which case worker they meet with: they ought (to a
reasonabl e extent) to be treated equally.

25. According to 58% of the supervisors, the information received about the Activity Guarantee was
not fully sufficient. One aspect that was rather unclear was what the Activity Guarantee was supposed to
consist of. Those decisions were intentionally left to case workers a alocal level to a rather large extent.
The importance of full-time activities as well as organised job-search activities and activities for groups of
job-seekers was stressed. But within a certain framework the case workers were free to design the content
to fit their particular participants and were meant to rely on their experience. A consequence of this
management approach was, however, that supervisors at a fairly large number of PES offices found it
difficult to know how to design the programme in practice. The LMB had decided to develop qudity
indicators to raise the quality above a certain minimum level about six months after the programme start-

up.

26. IFAU has carried out follow-ups of the implementation of different ALMPs on several occasions
(see, for example, Lundin 2000, 2001). Some of the questions asked have been the same, making a
comparison between the results possible. Such a comparison reveas that the case workers were more
uncertain about which job-seekers to assign to the Activity Guarantee than about which job-seekers were
eigible for employment subsidies. It should, however, not be forgotten that the Activity Guarantee is a
specia kind of framework programme: the participants can take part in all the other ALMPs within this
framework. When selecting participants for the Activity Guarantee, the requirements are that the job-

13. The results presented here are based on a questionnaire addressed to the supervisors working at the PES
offices. The response rate was 81% (in terms of the offices). Supervisors at six PES offices and case
workers at the County Labour Market Board in three counties in different parts of Sweden were
interviewed. A second questionnaire was directed to case workers at the County Labour Market Boards as
an attempt to follow the implementation process; those results will, however, not be presented in this
summary.



DEL SA/ELSA/WD/SEM(2004)1

seekers have been registered as unemployed for along time period and are in need of more extensive help
from the labour market authorities. This last prerequisite requires a subjective assessment from the local
case workers. In 2001 the LMB wanted the County Labour Market Boards and the PES offices to develop
aformal instrument for the selection of participants, but the latter deemed it unnecessary.

4.2. The supervisors working situation

27. The supervisors at the PES offices play an important part in the implementation process. First,
they have direct persona contacts with participants. Second, their authoritative role has been strengthened
since participants are supposed to see their supervisors regularly and more often than before entering the
programme. The supervisors find out more about the participants and are supposed to monitor their job
search more actively. Third, as the results from the earlier section shows, supervisors have had little
guidance: they are supposed to design the Activity Guarantee in practice. This increased their importance
for implementation even more, and therefore made our interest in their working situation even greater.

28. Using information collected from the LMA'’s databases and our questionnaire, we calculated a
rough measure of supervisor density. Each supervisor was responsible for 37 participants, on average.
According to recommendations from the LMB the participants should take part in activities in groups of
25-30 persons. Note that our measure of supervisor density is not a measure of the group size, since
participants do not take part in group activities during their entire participation period. They can also take
part in all programmes available at the PES offices and in activities arranged by the offices different
partners. Supervisor density should therefore be regarded as an indicator of how close the contacts between
supervisors and participants could reasonably be.

29. One of the quality criteria set up by the LMB was that case workers working with the programme
could giveit their full attention. It is, however, common for the supervisors to have other assignments apart
from working with the Activity Guarantee. At amost half the PES offices all supervisors had other
assignments. There was a clear difference between offices in different parts of the country: in metropolitan
counties it was more common for supervisors to work exclusively with the Activity Guarantee than in non-
metropolitan ones.

30. Another aspect of the case workers' situation istheir competence in working with groups of long-
term unemployed: just over 41% claimed that the case workers at their PES had not received sufficient
training for working with the Activity Guarantee.

4.3. Cooperation and coordination with other labour market actors

31. Cooperation between the PES offices and actors outside the LMA is a means to establish contact
between participants and employers and to ensure that the participation is a full-time activity. Additionaly,
the agreements make it possible for participants to take part in other activities than the ALMPs
traditionally available.

32. According to our questionnaire, municipalities are the PES offices most frequent partners. 68%
of the offices have signed an agreement with a municipality. One reason for this could be that the Iabour
market authorities and the local communities have cooperated quite extensively during the labour market
crisisin the 1990s. Agreements with private firms, non-profit organisations, or other government agencies
are far less common. Cooperation between PES offices and private firms is much more frequent in
metropolitan counties than in non-metropolitan ones.

10
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44, The Activity Guaranteein practice

33. The Activity Guarantee serves a dual purpose: the programme is supposed to entail intensified
support for the job-seekers, but at the same time the labour market authorities control over the participants
should be strengthened.

34. Labour market programmes no longer provide participants with renewed digibility for Ul benefit
payments. Instead, persons not able to find a job before benefit exhaustion should be assigned to the
Activity Guarantee or be granted benefit payments for an additional period of time. Job-seekers in specia
need of assistance in finding ajob are to be assigned to the programme, but if ajob-seeker islikey to find
ajob on his or her own, that person will instead be granted a further period of Ul benefit payments,* so
that benefits can be paid for 600 instead for 300 days.”®> Case workers at PES offices are the ones who
assess which job-seekers risk running out of benefits.

35. How common has the extension of Ul benefits been in practice? We have no data on Ul spells.
Instead, we have used information on the duration of spellsin open unemployment registered at the PES to
compute the share of spellsin open unemployment that have been extended from 420 days to 840 after the
introduction of the Activity Guarantee. These computations reveal that between 6% and 7% of the spells
were extended in this way. Hence, athough the fraction is small, it is by no means negligible. Almost 5%
had spells in open unemployment that even lasted at least 900 days. Using the same register data, we aso
see that after 1 August, 2000, only dightly less than 4 500 of the 52 500 persons who had been openly
unemployed for at least 420 days entered the Activity Guarantee. In this sense, the name of the programme
may be a slight misnomer.

36. We have a'so computed the fraction of persons with atotal register spell of at least 2 years that
actually participated in the Activity Guarantee in the period after August 2000. This share was well below
3%. If job-seekers who were part-time unemployed, employed by the hour or job changers are excluded,
the fraction was instead around 4%. On this basis, the majority (almost 60%) of those with register spells
exceeding 2 years participated in various other labour market programmes.

37. During 2001, persons who had exhausted their Ul benefit payments came to dominate among the
new participants of the Activity Guarantee — especially in metropolitan counties. According to the
supervisors we interviewed, this was sometimes to the disadvantage of people in greater need of assistance
from the labour market authorities. In the metropolitan counties the share of the case workers thinking the
job-seekers assigned to the Activity Guarantee were those in need of the programme was substantially
smaller than in the non-metropolitan counties.

38. When asked how they had principally designed the programme in practice a mgjority answered
that they began with group activities, for example job search. Later the participants would take part in other
labour market programmes or activities arranged by partners of the PES offices. However, at almost a
quarter of the PES offices the participants were not offered a full-time activity. When asked why, the great
majority of supervisors answered that they were not sufficiently staffed to perform the task.

14. Job-seekers can however be assigned to the Activity Guarantee whenever the case workers at a PES office
deemsit appropriate.

15. In this context, 300 days is roughly equivalent to 420 days in calendar time, since benefits are paid five
days aweek.

11
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4.5. Summary

39. Central guidelines for the Activity Guarantee have not been very detailed or comprehensive. The
design of the programme has therefore, to alarge extent, been worked out at the local level. This entails, on
the one hand, great flexibility and consequently room for adaptation to the participants individual needs.
On the other hand, it involves arisk that participants are not treated equally.

5. The participants study

40. The second report from IFAU (Froberg and Lindqvist, 2002) is a follow up-study which
primarily focuses on the participants of the Activity Guarantee. It describes individual characteristics of the
participants, such as age, sex and level of education, as well as their time in the programme, their opinion
of the programme and their assessment of the employment office. The main objective of the report is thus
to describe the participants as well as the programme from their perspective. The programme's output is
measured in a number of respects. Which job-seekers have participated in practice? What is the
participants' conception of the services of the PES offices and the activities they have taken part in? How
intensively do participants search for ajob? And finaly, what is their assessment of the Activity Guarantee
asawhole?

41. The main source of information is a questionnaire directed to programme participants. In
February 2002, 36 000 persons participated in the Activity Guarantee. The questionnaire was directed to a
random sample of 5 000 of these participants — 76% of whom answered. To describe the participantsin the
Activity Guarantee with respect to their individual characteristics we studied all persons (approximately
60 000) who, on at least one occasion, had participated in the Activity Guarantee since the start of the
programme in August 2000 until April 2002. This description is based on LMB data.

5.1 Individual characteristics of the participants

42, To facilitate interpretation of the participants' valuation of the programme, it is essential to know
something about their average individual characteristics. Tables 1 and 2 below describe persons who had
participated in the Activity Guarantee up until April 2002. Table 3 describes a comparison group made up
of al persons who had been registered as unemployed at the PES offices at least on one occasion from the
start of the programme until October 2002.

43. Among the participants the proportion of women is lower (44%, compared with 52% among all
registrants) and the mean age is higher (46 years, compared to 37 years). The participants' average level of
education is lower (16% have some form of tertiary education, compared with 22% among all registrants)
and the proportion with a work-related disability is higher (22% compared with 14%). These results were
expected, since the target group of the programme was persons who had been unemployed for along time.
Earlier studies have shown that a higher age and a lower level of education decrease a job-seeker's chance
of getting ajob (Thoursie, 1998; van den Berg and Richardson, 2002).
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Table 1. Participants in the Activity Guarantee® by duration of uninterrupted registration at the PES just
before entering the programme

Less than a 1-2 years 2-3 years 3-4 years >4 years Total
year
Women 47% 45% 45% 43% 42% 44%
Work related disability 19% 21% 22% 24% 30% 22%
Non-Nordic participants 11% 10% 10% 8% % 9%
Compulsory school 32% 33% 33% 36% 42% 36%
Upper secondary school 53% 51% 52% 48% 44% 49%
education
Post-secondary school 15% 16% 15% 17% 14% 16%
level of education
Mean age 40 years 44 Years 46 years 48 Years 51 Years 46 Years
N 14 400 9643 8 021 4649 19 639 56 352
(26%) (17%) (14%) (8%) (35%) (100%)
a) All persons who participated between August 2000 and April 2002, with no consideration as to whether they left the programme
or not.
44, A more detailed picture of the participants is given by the breakdown of data by duration of

registration at the PESin Tables 1 to 3.° Looking at the inflow into the Activity Guarantee, we see that, as
expected, the long-term unemployed (those with a long pre-guarantee register spell) are clearly over
represented in comparison with the universe of job-seekers. However, a sizeable fraction (26%) of the
entrants have spent less than ayear in the PES registers before entering the guarantee.

16. Duration of registration at the PES includes periods of participation in different ALMPs. A register spell is
ended when a person leaves the PES. This happens if the person finds a job or if the PES loses contact with
him/her for any reason.
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Table 2. Participants in the Activity Guarantee® by the duration of their uninterrupted registration at the PES
including their time in the programme

Less than a 1-2 years 2-3years 3-4years >4 years Total
year
Women 48% 46% 45% 44% 42% 44%
Work related disability 16% 19% 23% 23% 29% 22%
Non-Nordic participants 11% 10% 10% 10% 7% 9%
Compulsory school 31% 32% 33% 32% 41% 36%
Upper secondary school education 53% 53% 52% 51% 44% 49%
Post secondary school level of education 16% 15% 15% 16% 15% 16%
Mean age 39 Years 42 Years 45 Years 46 Years 51 Years 46 Years
N 7574 9732 8 754 6 325 23 967 56 352
(13%) (17%) (16%) (11%) (43%) (100%)

a) With the same coverage as Table 1.

Table 3. All registered job-seekers® by the duration of their latest registration spell at the PES

Less than a 1-2 years 2-3 years 3-4 years >4 years Total
year
Women 51% 55% 58 % 59% 50% 52%
Work related disability 5% 14% 21% 26% 48% 14%
Non-Nordic 8% 11% 10 % 8% 6% 8%
participants
Compulsory school 23% 28% 31 % 31% 43% 27%
Upper secondary 52% 51% 54 % 55% 44% 51%
school education
Post secondary school 25% 21% 15% 14% 11% 22%
level of education
Mean age 34 years 39 42 years 44 years 49 years 37 years
years
N 604 939 138 538 64 273 34 493 134 401 976 644
(61%) (14%) (7%) (4%) (14%) (100%)
a) All persons who on at least one occasion between August 2000 and October 2002 had been registered as unemployed at the

PES
5.2. Full-time activity?
45, Two-thirds (66%) of the participants said that they had been activated full time during their time

in the programme. A problem with the activities offered was that amost half of the participants were
critical dueto alack of individual adjustment and lacking meaningfulness.
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46. When a person started participating in the Activity Guarantee, a common way of working at the
employment offices was to initially offer job-search activities for groups and later on offer alabour market
programme. This implies a closer contact between job-seeker and supervisor during the beginning of the
participation. According to the results from the questionnaire, the participants met with their supervisor
more often during their first months in the programme. However, the contact frequency seems to have been
low on average: amost half of the participants met their supervisor less than once a month. This result
could partly be explained by participation in other activities. However, for one-third of the participants that
met with their supervisor less than once a month, the counselling and placement services were the listed
activities. These activities should imply more frequent meetings between the job-seeker and the supervisor.

5.3. Theindividual action plan

47. The individual action plan should be a guide back to work for the job-seekers, for example
defining within which sectors the job-seekers should search for work. However, three fifths of the
participants did not even know that they had an individua action plan. This result is a shortcoming
considering the importance the individual action plan should have in the Activity Guarantee.

54. Job search

48. Around 90% of the participants were interested in taking a job at the time when they answered
the questionnaire. If the participants wishes are to be realised their search efforts are essential. Since
February 2001 the restrictions on those who receive unemployment benefits are more explicit. To receive
income support job-seekers must contribute to the making of an individual action plan and actively search
for work. To receive Ul benefit payment they also have to widen their geographical and professiona
search area after a period of 100 days of unemployment. One important task of the supervisors is to make
these restrictions clear.

49, To investigate to what extent the participants searched for work, they were asked to estimate how
many jobs they had applied for during the four-week period preceding the telephone inquiry: on average
they had applied for two jobs. A majority (60%) had not applied for any job at all. The search intensity was
lower outside metropolitan areas'’ and it significantly decreased with longer registration times at the PES
office. Among those who started participating during 2000, 64% had not applied for any job during the
four-week period preceding the time of the survey, whereas among those who were registered as
programme participants during 2002 that proportion was 47%. Slightly less than one third of those that did
not apply for a single job worked.*® It must be considered a failure that the other two-thirds did not apply
for any job.

50. Previous studies show that search intensity among participants in labour market programmes is
lower than among the openly unemployed (Calmfors et al., 2001). The Activity Guarantee should imply
increased search efforts promoted by the PES offices. To get a picture of the possible change in search
effort when participating in the Activity Guarantee, the participants were asked about their search efforts
before and after entering the programme. Three out of five applied for work to the same extent as they did
before entering the programme. Before entering the programme most of the participants did not search for
work outside commuting range. Participation in the Activity Guarantee does not seem to have changed
their behaviour.

17. Stockholm, Géteborg, and Malmé.

18. More precisely, they participated in activities which are considered regular employment in the Ul benefit
payment regulations and, hence, if the duration islong enough, requalifies for Ul benefits (see note 24).
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51. A third of the respondents did not search for work which they did not have any prior experience
of or education for before entering the programme. That proportion increased to almost 40% when entering
the programme. The proportion that searched for such jobs to a high extent did not change significantly
after entering the programme. Only one fifth had been recommended by their supervisor to widen their
geographical search area. Slightly less than three fifths had been recommended to widen their search by
professional area.

5.5. The participants’ assessment of the Activity Guarantee

52. A majority of the participants (63%) were motivated to participate in the programme. However,
more than half of them would choose not to participate if it did not provide them with income support.
Motivation seems to decrease with higher age. One possible explanation could be that the participants
expectations of getting ajob decreases when they get older.

53. The participants in the Activity Guarantee were motivated to take a job and their programme
participation does not seem to have substantially changed their motivation. About one third of the
participants believed that their chances to get ajob had increased through their participation in the Activity
Guarantee. This opinion was more common among participants in metropolitan areas. The magjority,
however, did not think that participating had had any effect on their chancesto get ajob.

54, Almost three out of four were very or fairly content with the programme. Only about 10% were
very dissatisfied. The dissatisfaction seems to be larger among those that had participated along time. One
possible explanation could be that those having participated longer on average stood farther away from the
labour market and felt that participation in the Activity Guarantee would not help them to get ajob.

5.6. Summary

55. The job-seekers participating fit the visible characteristics of long-term unemployed in special
need of assistance: compared to others registered at the PES offices, participants had a higher mean age
and a higher share have a disability and alow level of formal training respectively.

56. An important programme feature is intensive counselling and a higher level of monitoring of the
participants job search. However, amost half of the participants met with their personal counsellor less
than once a month.

57. The participants' level of interest in finding a job was fairly high, but their job-search intensity
was not very high. Almost one-third of those who were very interested in taking a job and more than half
of those who were fairly interested had not applied for a single job during the four weeks preceding the
interview. Most participants applied for jobs to the same extent that they did before entering the
programme. They continued to search for ajob within the same geographical area as prior to participating.
The same goes for the extent to which participants searched for jobs that they had no prior experience of or
were not trained to do.

58. As a whole, the participants were content with the Activity Guarantee. Their assessment of the
programme’s ability to improve their status in the labour market was, however, not as good as that of
participants of other ALMPs.*

19. The comparison is made with the results from an earlier follow-up — of job-seekers having participated in
programmes in 1996 — made by the LMB in 1997.
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6. A first evaluation of treatment effects

59. The Activity Guarantee was introduced in August 2000. Hagglund (2002) estimated treatment
effects for participants entering the programme in October or November 2000 using matching methods.
The results indicate that participants found jobs at a higher rate than a control group of non-participants:
the probability of being employed twelve months after the programme start was 35% higher for the
participants. However, this positive effect was entirely due to a higher probability of finding ajob with an
employment subsidy.® The Activity Guarantee did not increase the probability of finding a non-subsidised
job. Moreover, participants who found unsubsidised jobs returned to unemployment at a higher rate than
non-participants.

60. The interpretation of Hagglund's results, even if taken at face value, raises a number of issues.
First, the group of participants he considered entered the programme only a couple of months after the
programme was launched. It cannot be taken for granted that the effects would be the same for participants
entering later, when the initial period of tria (and error?) was over. Second, the follow-up horizon was
short. This does not give rise to any special problems as long as we consider the job-search aspect of the
programme. However, if the closer contact between the case workers and the participants enabled the case
workers to identify the “correct” individuals to be placed in subsidised employment programmes, the
positive effect of this would emerge with a substantial lag (if there was a positive effect on the post-
programme employment probability).”* Third, Hagglund points out that there is evidence to suggest that
participants used relatively less informal search channels than did non-participants. To the extent that this
was a result of increased monitoring rather than counselling, it may indicate that participants were forced
to devote too much time to inefficient search methods.”?

61. A general problem, finally, concerns the possibilities to evaluate the programme at all with
conventional methods. Fredriksson and Johansson (2003) point out that the generic problem dealt with in
the evaluation literature concerns a situation when “treatment” is offered only once. This is not a good
description of the Activity Guarantee (or any other of the magjor Swedish ALMPs). Instead, programme
participation can be thought of as a dynamic process where programme start is stochastic. The analysisin
Fredriksson and Johansson (2003) shows that this has serious implications for the possibilities to estimate
causal programme effects. The problem arises because in order to estimate a causal treatment effect, one
needs a comparison group of persons who were never treated. However, finding such a comparison group
involves conditioning on future events, since programme start can happen at any point in time. In genera,
those who never participate in a programme to a large extent have found a job. Hence, many popular
estimators, by congruction, have an over-representation of job finders in the control group, and, hence,
will tend to give downward biased estimates of programme effects.®

62. The discussion above is applicable to the matching methods used by Hagglund (2002). Hence, in
addition to the issues spelt out above concerning the results taken at face value, there is reason to suspect
that his estimates of the effects of the Activity Guarantee are downward biased.

20. A number of employment subsidy programmes, targeted at the long-term unemployed, were introduced in
the late 1990s.

21. However, if case workers identify those for whom referral will have a motivation effect, this impact would
not be much lagged.

22. In the light of our survey evidence on job-search activities in the Activity Guarantee, reported in
Section 5.4, the idea of time-constrained substitution of search methods does not seem overly plausible.

23. Note that this problem is a pure sampling problem that has got nothing to do with ordinary selection
problems, with selection into programmes being driven by unobserved variables simultaneously affecting
the results of programme participation.
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7. Concluding comments

63. The Activity Guarantee for the long-term unemployed, introduced in August, 2000, entails a
number of components but one of the more important ones is that the programme is supposed to involve
increased counselling and monitoring. According to evidence from programme evaluations — both of
Swedish programmes and programmes in other countries — this should improve the job-finding rate of
participants. A few months later, new Ul benefit rules were introduced that meant that participation in
ALMPs no longer re-qualifies for a new Ul benefit period. Job-seekers facing benefit exhaustion should
instead take part in the Activity Guarantee.

64. It is as yet too early to evaluate the Activity Guarantee — the time span since it was launched is
relatively short and the Swedish labour market has been relatively stable since the late 1990s. A few things
can, however, be said about the programme. Firgt, it is clear that the programme is not a guarantee in the
sense that all long-term unemployed enter it: only a relatively small fraction of those with long spellsin
open unemployment have entered the programme. Participation in traditional labour market policy
measures has been much more common. Non-participants in the Activity Guarantee may maintain income
support over long periods through participation in subsidised employment in the private sector, which still
generates new Ul entitlements™ or participation in series of traditional measures with only short gaps
between one measure and the next. The role of these alternatives deserves attention. Second, a large
fraction of the participants seem to meet their personal counsdllors relatively seldom. Furthermore, far
from al of the participants (66%) said that the activity had been full-time. This casts some doubts on the
content of increased counselling and monitoring in the programme. Third, according to our survey
evidence, there are no clear signs of increased search activity among the participants. This would be
consistent with the evidence on monitoring and counselling. Fourth, evidence from an early evaluation
does not indicate any positive effects on the job-finding rate of participants. Finally, the participants were
content with the Activity Guarantee. Whether this reflects an assessment of the programme content or the
fact that the programme provides the participants with income support is, however, not entirely clear.

24, Employment subsidized through the "General Employment Subsidy", which covers 50% of wage costs, can
still renew eligibility for Ul benefits: this is not possible for other types of employment subsidy which
cover a higher proportion of wage costs.
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