
Chapter 2 

ACTIVE LABOUR MARKET POLICIES: ASSESSING 
MACROECONOMIC AND MICROECONOMIC EFFECTS 

A. INTRODUCTION 

Since the last recession, creating jobs and combating 
high unemployment have become a key priority for most 
OECD Member countries. OECD labour ministers at 
their meeting in January 1992 endorsed a plan of action 
based on the concept of active labour market policies. 
These policies have evolved significantly since the early 
1960s and cover a range of objectives and programmes 
- economic as well as social. Labour market expendi- 
tures are sizeable in most countries and can be expected 
to generate a variety of economic and social conse- 
quences. One component of these expenditures is desig- 
nated as “active measures”, i.e. those aiming at improv- 
ing access to the labour market and jobs, job-related 
skills and labour market functioning. 

It would be a massive undertaking to assess all the 
economic and social effects of active labour market pro- 
grammes in any depth. Because the range of outcomes 
possible at both the macroeconomic and microeconomic 
levels is wide, different types of evaluation are needed to 
meet the various demands of policy-makers. In view of 
the diversity of objectives and methodological complexi- 
ties, it is worth noting that even with the best application 
of available data and methods, evaluations are likely to 
remain partial and incomplete. Moreover, it should be 
understood that the concept of active labour market poli- 
cies is much broader than the actual programmes 
examined here. For example, tax policies aimed at 
mobilising labour supply fall within the framework of 
active policies but are not part of the labour market 
budget data considered. 

This chapter has a much more modest target. It takes 
the expenditures on active programmes as the departure 
point and examines their impact. Given the size of labour 
market budgets, it can be expected that they would have 
some impact at the target-group or microeconomic level. 
However, these effects percolate into the macroeconomy: 
programmes such as direct job creation, selective wage 
subsidies or training not only alter the mix of employ- 
ment in favour of specified groups of workers, but also 
can influence the relationship between inflation and 
unemployment. One of the key rationales for active 

labour market programmes is that under appropriate cir- 
cumstances they can reduce the inflationary conse- 
quences of higher rates of employment in the short run 
and, in the long run, help lower structural unemployment. 
The mechanisms and conditions through which these 
effects might arise are discussed further in Section C. 

The purpose of this chapter is twofold: to look at 
some of the macroeconomic effects of active labour mar- 
ket spending, and to supplement this with a review of 
selected evaluations of individual programmes from the 
target-group perspective. Section B describes the size 
and structure of spending on active programmes in 
OECD countries. Section C begins by analysing the 
mechanisms through which macroeconomic effects 
might arise. The two variables selected for examination 
here are employment and wages, although other variables 
such as productivity can be affected as well. The section 
then provides a brief review of the rather limited empiri- 
cal literature in this area, and presents some new empiri- 
cal results. Section D examines the nature of the pro- 
gramme-level evaluation studies and the particular 
effects reviewed in the literature. The scope is restricted 
to those impact studies which examine the effects on 
employment probabilities and, in a few cases, on earn- 
ings. The review does not, of course, pretend to be com- 
prehensive. Conclusions are contained in Section E. 

B. LABOUR MARKET BUDGETS 
AND THEIR ECONOMIC EFFECTS 

1. The evolution of active labour market policies 

Active labour market policies date back to the 1960s. 
In the early phase, “active manpower policies” were 
designed to respond to the fast-growing demand side of 
the economy [OECD (1964)l. The idea was that employ- 
ment and output could be expanded by removing labour 
market bottlenecks. The changing economic and labour 
market conditions of the 1970s and 1980s brought new 
policy requirements. The focus shifted to addressing the 
problems of slow growth and the rising trend in unem- 
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ployment. Considerable emphasis was placed on the 
demand side, e.g. job creation measures, and on reducing 
labour supply through measures such as early retirement. 
These were viewed as short-term measures for problems 
which were thought to be temporary. With the OECD 
economies facing continued labour market difficulties 
during the expansion phase of the cycle in the 1980s, it 
became apparent that structural difficulties lay behind 
high unemployment and other labour market problems. 
In this context, measures designed to address short-term 
difficulties proved inadequate; there was also concern 
that some of the measures could be self-defeating in the 
long term. For example, attempts to reduce labour supply 
could add to the structural problems of the labour market. 

This shift in emphasis is reflected in the framework 
for labour market policies developed by the 
OECD (1990). The framework argues that structural dif- 
ficulties are primarily on the supply side of the labour 
market and should be addressed in a medium- to long- 
term strategy, with the aim of facilitating labour market 
adjustment. The policy recommendation was to shift 
labour market expenditures to active measures which 
mobilise labour supply, improve the quality of the labour 
force, and strengthen the search process in the labour 
market. 

2. Evolution and structure of programme spending, 
1985-90 

In recent years, the Employment Outlook has regu- 
larly published internationally comparable data on labour 
market expenditures, including expenditures broken 
down by programme categories. The 1992 edition con- 
tained detailed information on expenditure and number 
of programme participants in 23 OECD countries for the 
period 1985-91. This section now focuses on the period 
1985-90, for which data for almost all countries and 
years are available, in order to examine the main features 
of the evolution and structure of programme spending.’ It 
then offers a brief look at the most recent trends. 

Chart 2.1 presents total public expenditure on labour 
market policies, and its distribution between active and 
passive measures, for 1985, where countries are ordered 
according to the amounts spent on active measures, and 
for 1990. Total expenditures as a percentage of GDP 
range from 0.5 per cent in Switzerland to over 5 per cent 
in Ireland. Expenditure on active labour market policies 
as a percentage of GDP varies considerably across coun- 
tries, ranging from about 0.1 per cent in Switzerland to 
around 1.6 per cent in Ireland. As might be expected, 
Chart 2.1 shows no clear pattern linking the level and 
structure of total public expenditures on labour market 
programmes with unemployment rates across countries. 
However, in countries where expenditures on passive 
measures are high, spending on active programmes is 
also high. The correlation coefficient between passive 

and active spending, measured as a percentage of GDP, 
is 0.50 for 1985 and 0.62 for 1990. 

Chart 2.2 shows that policy activism (measured as the 
ratio of active programme expenditure to total labour 
market expenditure) increased in 13 of the 22 OECD 
countries from 1985 to 1990. Countries such as Italy, 
Spain, Portugal and Greece notably raised their levels of 
policy activism; the last three particularly benefited from 
resources provided by the European Social Fund. How- 
ever, there are other countries where the share of expend- 
itures on active measures fell significantly over this 
period, e.g. Sweden, New Zealand, Norway and 
Australia. 

Chart 2.3 provides details for five programme catego- 
ries: public employment service (PES), labour market 
training, direct job creation, subsidies and support to 
employment in the private sector, and measures for 
unemployed and disadvantaged youth. There are some 
patterns which are worth noting. First, the GDP share of 
expenditure on the PES is rather stable across countries 
and over time. It is particularly high in Canada, Germany 
and Sweden. Second, in the majority of countries, labour 
market training is the most important programme in 
terms of expenditure as a percentage of GDP. This per- 
centage increased from 1985 to 1990, especially in Italy, 
New Zealand, Norway and Portugal. Third, expenditure 
on direct job creation fluctuated the most within and 
across countries. It fell in importance in countries where 
it had been relatively high in 1985 - e.g. Belgium, New 
Zealand, Finland, Norway, Sweden and the United 
Kingdom. 

The large differences across countries in programme 
participation rates (the percentage of the labour force that 
takes part in programmes), shown in Chart 2.4, provide 
an additional indication of the importance of active pro- 
grammes. The number of participants refers to inflow 
throughout the year; therefore, the duration of pro- 
grammes is not taken into account. 

Chart 2.5 shows the evolution of the unemployment 
rate and of active policy spending as a percentage of 
GDP between 1985 and 1990. While unemployment rates 
generally fell in OECD countries (except for Denmark, 
Italy, New Zealand and Norway), the changes in active 
policy expenditure were more mixed. Countries such as 
Spain, Greece, France and Germany moved “south- 
east” in the chart, meaning that reductions in unemploy- 
ment rates paralleled increases in active programme 
expenditure. In fact, the strength of the correlation 
between the two variables increased from 0.28 in 1985 to 
0.55 in 1990. A pattern that seems to emerge from the 
chart is that the countries situated around the average 
level of expenditure as a percentage of GDP in the begin- 
ning of the period generally increased their expenditures, 
while those at the extremes reduced the percentage of 
spending on active programmes. Spain and Sweden 
represent two extreme, interesting cases. Spain, with high 
unemployment and low spending, moved closer to the 
main group of countries by increasing its active policy 
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effort. On the other hand, Sweden, with low unemploy- 
ment and high spending, aligned with the bulk of coun- 
tries by reducing its active policy spending over the 
period. 

Table 2.1 provides a closer look at the relationship 
between unemployment and policy activism across coun- 
tries and over time. The first and second columns show 
that the steady reduction in unemployment from 1985 to 
1990 parallels increased active policy share in total 
labour market expenditure. Average expenditure on 
active programmes as a percentage of GDP remained 
constant over this period, but the dispersion diminished 
significantly (third column), indicating some conver- 
gence among countries. The fourth column further illus- 
trates this trend: active labour market expenditures 
appear to have become more responsive to the unemploy- 
ment rate across OECD countries. The estimated elastic- 
ity between the two variables increased from 0.4 in 1985 
to 0.6 in 1990 - that is, a 1 per cent increase in the 
unemployment rate was associated with a 0.6 per cent 
increase in expenditures (as a percentage of GDP) in 
S990. 

3. Developments since 1990 

Since 1990, spending has increased as a proportion of 
GDP for both active and passive measures in about half 
of the OECD countries, evidently a response to higher 
unemployment (see Table 2.B.1 in Annex 2 .8 ) .  Figures 
for 1992, when available, must in most cases be consid- 
ered as provisional. It is notable, however, that the 
reported increase was especially great in Germany 
(which pursued intensive efforts in the eastern Under ) ,  
the Nordic area and Portugal. Very often, the increase in 
active programmes consisted partly of new or expanded 
schemes for direct job creation - a programme category 
which was substantially reduced during the preceding 
five-year period. 

In some countries, however, the budgetary response 
to increasing unemployment has consisted of more 
spending on passive measures, with no increase - or even 
a decline - in active programmes (Belgium, Greece, New 
Zealand, Spain and the United Kingdom). 

Table 2.B.2 also includes some figures for countries 
in Central and Eastern Europe. These figures must be 
treated with caution, but a few observations are worth 
making. First, unemployment benefit expenditures are 
substantial in Hungary and Romania but are still modest 
in the Czech Republic. Several of these countries have 
rapidly set up active programmes for the unemployed, 
notably the Czech Republic, Slovakia and Hungary. In 
these three cases substantial programmes are now in 
place for training, subsidised recruitment and direct job 
creation (i.e. public works). Corresponding programmes 
in Bulgaria, Poland and Romania appear to be smaller. 
The Polish data, however, include a large programme for 
apprentice-type training (the latter programme may not 
be quite comparable, as it resembles facilities which else- 
where often belong to the ordinary education systems). 

C. MACROECONOMIC IMPACT 
ON EMPLOYMENT AND WAGES 

The link between programme-level effects and their 
macroeconomic effects was mentioned earlier. It is useful 
to enquire, first from a theoretical point of view, how 
these macroeconomic effects might possibly arise. 
Whatever the effects, they are likely to vary significantly 
across countries because of the differences in programme 
size and composition. 

Table 2.1. Unemployment rate and active labour market expenditure 
Standard deviation in parentheses 

Share of active programme 

mendine" 

expenditure in  market Expenditure on active programmes Unemployment rate I' as a percentage of GDP" Elasticity 

1985' 7.90 (5.1) 33.2 (13.9) 0.58 (0.39) 0.39 (2.3) 
1986d 7.68 (5.1) 34.2 (12.2) 0.60 (0.39) 0.52 (3.5) 
1987 7.48 (5.0) 34.6 (12.6) 0.59 (0.38) 0.56 (3.7) 
1988 7.13 (4.7) 36.4 (14.8) 0.60 (0.37) 0.59 (3.7) 
1989' 6.72 (4.3) 37.8 (14.7) 0.59 (0.32) 0.61 (4.2) 
1990' 6.49 (4.0) 36.9 (15.0) 0.60 (0.32) 0.60 (3.8) 

a)  Simple average for OECD countries, excluding Iceland and Turkey. 
hi Coefficient of regressing logarithm of active programme spending on logarithm of unemployment rate and a constant across countries; t-statistics are in parentheses. 
c )  1986 for Denmark and Portugal, and 1987 for Japan. 
d)  1987 for Japan. 
e )  1988 for Italy. 

Source: OECD estimates. 
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Chart 2.4 
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Chart 2.5 the matching process in the labour market works. In 
order to analyse the effectiveness of an active labour 

unemployed and participants in labour market pro- 
grammes in the measure of job-seekers, since vacancies 
can be filled from both categories.2 

Changes in active programme expenditures market poky,  it is helpful to include both the openly 
and in unemployment rates from 

1985 to 1990 
% % 

0 0.5 1 .o 1.5 
Active programme expendituredGDP 

I 1985 o--+ 1990 I 

Sources: OECD Economic Outlook, No. 52, December 1992; see also Annex 2.8. 

1. How programmes might generate 
macroeconomic effects 

It may be useful to attempt to sort out the different 
types of effects to which labour market programmes may 
give rise with the help of two simple diagrammatic illus- 
trations. Chart 2.6, panel A, is a Layard-Nickell-type 
diagram depicting how equilibrium is determined in the 
labour market [Layard and Nickell (1986)l. The upward- 
sloping curve is a wage-setting schedule, which shows 
how higher employment leads to higher real wages. The 
downward-sloping curve is a conventional labour- 
demand schedule. The intersection of the two curves 
indicates equilibrium employment and the equilibrium 
real wage. Here, it will be helpful to interpret the 
employment level shown on the horizontal axis as regular 
employment, i. e. employment excluding participation in 
labour market programmes. Total employment is 
obtained by adding the jobs created in various pro- 
grammes to the regular employment shown in the 
diagram. 

Chart 2.6, panel B, is a Beveridge-type relationship 
between vacancies and the number of job-seekers. The 
relationship can be interpreted as a measure of how well 

- 
An obvious effect of increased participation in train- 

ing programmes, direct job creation or subsidised 
employment schemes is that open unemployment tends to 
be reduced. This is, however, only a partial effect that 
does not take into account the full general equilibrium 
repercussions. In addition, there are a number of chan- 
nels through which various types of active labour market 
policies may affect regular employment. With the help of 
the diagrams, these can be broadly classified as follows. 

First, the traditional motivation for active labour mar- 
ket policies - especially PES and retraining pro- 
grammes - has been to increase the efficiency of the 
matching process, so that a given number of job-seekers 
is associated with fewer vacancies. In Chart 2.6, panel B, 
this means an inward shift of the Beveridge curve. 
Increased efficiency can be achieved in several ways: 
mismatch will be reduced if the qualifications of the job- 
seekers are adjusted to the structure of demand; it may be 
possible to maintain the job-search effectiveness of the 
unemployed if they are kept active in various ways; and 
the uncertainty of employers regarding the employability 
of job applicants may be reduced if the latter have partic- 
ipated in a programme [Layard (1986); Franz (1987); 
Bourdet and Persson (1990); Jackman et al. (1990)l. 
Such an inward shift of the Beveridge curve may affect 
the equilibrium in the labour market in two ways. By 
reducing the number of vacancies at each level of 
(un)employment, it will tend to reduce wage pressure and 
shift the wage-setting schedule in panel A downwards 
[Layard and Nickell (1986); Jackman et al. (1990)l. In 
addition, if vacancies are costly to employers, the total 
cost of employing a given workforce is reduced, which 
will tend to shift the labour-demand schedule outwards 
[Calmfors and Lang (1992)l. As can be seen, the shifts of 
both curves in panel A, induced by the Beveridge curve 
mechanism, contribute to higher employment. 

A second effect of labour market programmes may be 
to raise the productivity of the labour force. This is, of 
course, the explicit aim of training activities but may 
also, to a certain extent, result from on-the-job training in 
job creation measures or subsidised employment. The 
effect of these productivity increases may extend beyond 
the participants in programmes; there may be associated 
externalities that contribute to general productivity 
increases. To the extent that this occurs, the aggregate 
labour-demand schedule in the economy tends to be 
shifted outwards, raising both employment and wages 
(Chart 2.6, panel A). 

A third effect, much stressed in recent international 
discussion, is that all forms of active labour market poli- 
cies may help maintain the effective supply of labour by 
reducing the risks that long-term unemployed and various 
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other groups of “outsiders” in the labour market leave 
the labour force. This means that there will be more 
competition for the available jobs, which should reduce 

Chart 2.6 
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wage pressure [Layard (1986, 1990)]. In Chart 2.6, 
panel A, the wage-setting schedule is shifted downwards, 
which again tends to raise employment. 

In the case of job creation programmes and subsidisa- 
tion of employment of various target groups, a fourth 
type of impact may result from substitution effects on 
regular labour demand, because it becomes profitable for 
employers to replace one category of workers with 
another. To the extent that such effects occur, the labour- 
demand curve in Chart 2.6, panel A, is shifted to the left. 
It is well known that the resulting reduction of regular 
employment will counteract the direct job creation effects 
of these measures. (Note that these are not shown in the 
diagram, which only gives the effect on regular employ- 
ment.) Finally, the provision of active programmes may 
have an adverse effect on wage-setting similar to that of 
more generous unemployment compensation. By reduc- 
ing the income (welfare) loss associated with unemploy- 
ment - and the risks of long-term unemployment - incen- 
tives for wage moderation may be reduced on the part of 
labour unions, and employers may have to pay more to 
attract labour. In Chart 2.6, panel A, this effect can be 
illustrated as a tendency of the wage-setting schedule to 
shift upwards [Calmfors and Nymoen (1 990); Calmfors 
and Forslund (19911. The outcome is crowding-out (dis- 
placement) effects that work in the direction of reducing 
regular employment. 

The above classification of effects serves to illustrate 
that labour market programmes work through several 
channels, and that they are likely to influence aggregate 
employment via both labour demand and wage-setting 
behaviour. It is also clear that a proper analysis may be 
quite complex because of the need to treat general equi- 
librium effects. In general, the strength of the various 
effects will depend on the type of programme and its 
specific design. 

2. Difficulties in estimating macroeconomic effects 

The analysis in the previous section has shown some 
of the problems likely to arise in macroeconomic assess- 
ment of active labour market policies. 

As Section D below shows in some detail, there is a 
high degree of heterogeneity in the conception, design 
and implementation of active labour market programmes. 
There is also a paucity of data on these policy aspects, 
which are conditioned by the level and structure of 
unemployment in each country. As a result, data on 
labour market expenditures and programme participants 
are often used as proxies for policy effort. 

Analysis of the macroeconomic effects of active 
labour market policies, using data on programme expend- 
itures and participants, suffers from several methodologi- 
cal limitations. First, the fact that the labour market can 
be affected by aspects of active programmes not having a 
budgetary counterpart and by measures which fall outside 
the domain of active policies (e.g. changes in labour 
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legislation) makes it hard to identify the exclusive effects 
of active labour market policies. This is especially the 
case when co-ordination among the different policies is a 
necessary condition to maximise cost-effectiveness. 

Second, under normal circumstances, the resources 
committed to a programme increase with its effective- 
ness. However, some active programmes may have spe- 
cific targets to achieve. Under these conditions, a loss of 
effectiveness in design and implementation can increase 
total expenditure in an effort to meet given programme 
targets. Higher expenditure can also stem from an 
expanding public budget, and a drop in expenditure can 
be caused by budget cuts. 

The main problem for empirical analysis is that the 
policy stance is endogenous. Given that governments 
react to rising unemployment or other labour market 
problems with increased policy effort, it becomes very 
hard to disentangle the effect of policy on the labour 
market. Cross-country differences in active labour mar- 
ket spending, or changes in spending, may be responding 
to differences in labour market performance just as much 
as they affect the performance itself. 

3. Employment effects 

Section C.1 pointed to the importance of empirical 
study of the employment and wage effects of active pro- 
grammes. To date, however, there has been little research 
on the employment dynamics of these programmes [Jack- 
man et al. (1990)l. By contrast, the wage-equation 
approach has provided better ground for empirical analy- 
sis of active policies in the case of Sweden. This subsec- 
tion concentrates on employment effects. The empirical 
relationship between active policies and unemployment 
is examined in Annex 2.A. 

The discussion in Section C.l suggested that the 
response of employment to output growth should be 
higher among countries with higher expenditure on 
active labour market policies, if active programmes 
improve the matching process, increase the productivity 
of the labour force and help the unemployed to keep in 
touch with the labour market. This hypothesis can be 
examined in the context of a standard production func- 
tion approach. By assuming that changes in the price of 
inputs other than labour are similar across countries 
- which implies that they are determined on world mar- 
kets - the rate of employment growth can be expected to 

Table 2.2. Estimates of employment equations" 
t-statistics in parentheses 

Explanatory variables Equation 1 Equation 2 Equation 3 Equation 4 

Constant 

Change in log real GDP 

Change in log real wage 

Change in log (total active expenditure/wage x labour force) 

Interaction 1 

Change in log (expenditure on training 
programmes/wage x labour force) 

Interaction 2 

Change in log (expenditure on training programmes and 
the PES/wage x labour force) 

Interaction 3 

Log percentage of long-term unemployment (1985) 

RZ 
Number of observations 

-0.008 0.04 0.04 0.08 
(0.4) (1.3) ( 1.3) (2.3) 
0.71 0.39 0.42 0.48 

(5.3) (2.0) (2.3) (2.7) 
-0.38 -0.33 -0.34 -0.32 
(3.9) (3.1) (3.5) (3.4) 
-0.1 1 
(2.3) 

0.40 
( 1.4) 

-0.07 
(2.7) 

0.37 
(2.2) 

-0.10 -0.10 
(2.8) (3.1) 

0.47 0.63 
(2.0) (2.6) 

( 1.9) 
0.72 0.7 1 0.73 0.78 

-0.017 

21 21 21 20 

aJ Cross section estimates for 21 OECD countries over the period 1985-1990. The dependent variable is change in log employment in the period. Iceland, Luxembourg 
and Turkey are not included in the regressions because of missing values for some variables. Switzerland has been excluded from regression 4 because of missing 
values for the incidence of long-term unemployment. 

Interaction 2 = change in log real GDP x change in log (expenditure on training programmes/wage x labour force). 
Interaction 3 = change in log real GDP x change in log (expenditure on training programmes and the PES/wage x labour force). 

b) Interaction 1 = change in log real GDP x change in log (total active expenditurelwage x labour force). 

Source: OECD estimates. 

48 



depend on the following variables: the growth rate of real 
wages, the growth rate of real GDP, the growth rate of 
the measure for active labour market policy effort, an 
interaction term between the last two variables, and a 
constant. The inclusion of the interaction term attempts to 
test the hypothesis that the differential effect of output 
growth on employment growth is not constant across the 
levels of expenditure on active measures, but instead is 
enhanced by active labour market policies. This means 
that the interaction term in the employment equation 
should obtain a positive coefficient. 

The growth rates are measured by the changes in 
logarithms over the period 1985-90. Real wages are mea- 
sured as the average compensation per employee deflated 
by the private consumption price. To normalize the active 
labour market policy effort across countries, active pro- 
gramme expenditure is divided by a proxy for the “wage 
bill”, namely the product of the average wage times the 
labour force. This measure is equivalent to the number of 
participants as a fraction of the labour force weighted 
with the ratio between expenditure per participant and 
the average wage. 

Column 1 of Table 2.2 reports the results of estimat- 
ing the model for the period 1985-90. As expected, out- 
put growth had a positive impact on employment, 
whereas higher rates of real wage growth are associated 
with reduced rates of employment growth. The growth of 
expenditure on active labour market policies seems to be 
negatively related to employment growth. This may 
reflect the fact that governments tend to increase pro- 
gramme expenditures in recession periods, and decrease 
them during expansions. The coefficient on the interac- 
tion term between real GDP growth and growth of total 
expenditure on programmes, however, has a positive 
sign, although it is not significant statistically. 

A possible reason for the insignificance of the inter- 
action term may be that the variable “total expenditure 
on active programmes” covers a very heterogeneous 
group of activities and that quality aspects are not fully 
captured? To examine this possibility, the equation was 
re-estimated for a more homogeneous programme cate- 
gory - training - that accounts for the largest fraction of 
total spending on active labour market policies. 

The results are contained in column 2 of Table 2.2. 
Changes in spending on training programmes are, by 
themselves, negatively related to changes in employment 
across the countries examined. This may, again, be a 
consequence of the fact that, typically, countries which 
experience an increase in employment need not increase 
their spending on training programmes. However, as 
expected, the training variable, interacting with growth in 
real GDP, has a positive and significant sign. The finding 
suggests that real GDP growth generates higher employ- 
ment growth rates in countries where training expendi- 
tures increased the most, other things being equal. This 
result indicates that training is likely to be more effective 
in promoting job growth in situations of rising vacancies. 

Column 3 presents the results of combining expendi- 
tures on training programmes and those on PES (and 
administration) in one variable. The argument is that 
these two programme categories reinforce each other, 
given that in several countries the PES implements train- 
ing programmes and the placement of workers receiving 
training, and provides counselling services as well. The 
result obtained supports this line of reasoning - countries 
with higher expenditure perform better in terms of 
employment growth, other things being equal. Finally, 
column 4 of Table 2.2 shows that when the percentage of 
long-term unemployment (in the initial year) is included 
in the regression, the positive impact of output and train- 
ingPES expenditure on employment is enhanced. To the 
extent that those in the category of long-term unemploy- 
ment represent a hard-to-place group, controlling for the 
long-term unemployment incidence should improve the 
importance of training in the employment equation. In 
addition, the long-term unemployment variable has a 
negative effect on employment growth, suggesting that it 
causes adjustment difficulties. 

Given the limitations of the analysis, these findings 
must be treated as tentative. One of the main problems is 
that of endogeneity of active labour market policies in 
the employment equation. Lack of adequate instrumental 
variables makes it very difficult to control for this prob- 
lem. Moreover, by keeping output constant, the scale 
effects of the other independent variables on employment 
are ignored. The equation has been estimated using data 
from a period of strong employment recovery in most 
OECD countries; therefore, caution is required when 
interpreting or performing any simulation exercise with 
the results. Also, labour market institutions such as 
employment protection, the minimum wage and the 
unemployment benefits system may affect the effective- 
ness of active programmes, and have not been considered 
here (see subsection 4 below). 

4. Effects on wage formation 

Section C. 1 describes various channels through 
which active policies can have a repercussion on the 
equilibrium rate of unemployment, as well as on the 
output-inflation trade-off. These effects will mainly oper- 
ate through the wage formation process. Active pro- 
grammes may reduce wage pressures by increasing com- 
petition for jobs. However, they may also add to wage 
pressures in those cases where programme compensation 
is higher than what the market can support. Which of the 
two types of impact is stronger can only be determined 
by empirical investigation. 

a) Empirical studies of wage formation 
and active programmes 

Most of the available empirical studies have 
examined the possible effects of active programmes on 
the equilibrium unemployment rate by estimating the 
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coefficient of a measure for active programme expendi- 
ture (or participation) in a wage equation. There have 
been several such time-series studies for Nordic coun- 
tries, where the network of programmes is most devel- 
oped. As noted earlier, the effects on wage formation 
can, in principle, go in either direction. Several studies 
suggest that the wage-raising effects of programmes out- 
weigh the wage-moderation ones. For instance, 
Calmfors (1991) finds that Swedish programmes put 
upward pressure on wages, thus crowding out regular 
employment. On the other hand, Forslund (1992) finds 
evidence that training programmes (but not relief work) 
have a moderating effect on wage increases in Sweden. 

There are two reasons, however, why the results 
should be interpreted with caution. First, they apply to a 
country with low unemployment rates and relatively 
large-scale active programmes. It is likely that crowding- 
out is a more serious problem in this situation than in the 
case of countries with much higher unemployment rates. 
Second, as noted above, there is a strong correlation 
between unemployment and active programme expendi- 
tures in the Nordic countries, where active policies are 
used as an anti-cyclical device. This correlation makes 

time-series results difficult to interpret. This may be one 
reason why Edin et al. (1993), in a study based on panel 
data, find evidence of favourable wage effects for train- 
ing programmes. This study assesses the effects of public 
works and training programmes in the Swedish labour 
market, disaggregated by region. It emerges that although 
public works do not influence the wage formation pro- 
cess in a significant way, training programmes do - that 
is, these programmes enhance wage moderation in the 
region where they are implemented. 

b) Estimation results 

In this section, estimates that correct for the strong 
correlation between the evolution of unemployment and 
fluctuations of active programme expenditures are 
presented. The correlation between unemployment and 
active programme expenditure is netted out by imposing 
constraints on coefficient estimates. Moreover, wages are 
analysed in a cross-country perspective, thereby reducing 
the bias inherent in time-series analysis. Finally, an 
attempt to estimate the effects of the volume of pro- 
gramme participants and the average cost of programmes 
is presented. 

Table 2.3. Cross-country evidence on the wage effects of expenditures on active programmes” 
t-statistics in parentheses 

Explanatory variables 

Expenditure on 

Unemployment rate Productivity growth Terms Of trade Constant active programmes 
(percentage of changes‘ 
“wage bill”)b 

Coefficients that are constrained to be 
the same in all countries 

Country-specific coefficients 
Austria 
Australia 
Belgium 
Canada 
Denmark 
Finland 
France 
Germany 
Ireland 
Italy 
Japan 
Netherlands 
Norway 
New Zealand 
Portugal 
Spain 
Sweden 
United Kingdom 
United States 

5.0 (4.7) -0.4 (4.5) 0.3 (2.9) 0.4 (4.3) 

-4.2 (1.8) 
-4.7 (2.4) 
-0.4 (0.5) 
-0.5 (0.4) 

0.3 (0.3) 

-1.1 (1.6) 
1.4 (1.9) 

-0.6 (1.0) 

-0.7 (0.6) 

-0.4 (0.3) 
-9.5 (1.7) 
-0.8 (1.3) 
-2.1 (2.1) 

-2.6 (1.8) 
-3.6 (4.2) 

2.5 (1.5) 

0.6 (0.5) 
-7.4 (2.7) 

-1.0 (2.6) 

a)  The dependent variable is the rate of growth of average compensation per employee,minus a weighted average on present inRation (with a weight of 0.7) and one-year 

bJ The “wage hill” is measured as average wages times the labour force. 
cJ Terms of trade are proxied by the ratio of output prices to consumer prices. 

Source: OECD estimates. 

lagged inilation (with a weight of 0.3). The estimation period is 1985-1990. The R2 of the equation is 0.56. 
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i) Wage effects of expenditures on active 
programmes 

A wage equation was estimated over the period 
1985-90 using the OECD database. The basic framework 
is a Phillips curve, where real wage growth is determined 
by the gap between actual and structural unemployment. 
The latter is the Unemployment rate that would prevail in 
equilibrium, i.e. if inflation expectations were met and 
real wages grew in line with labour efficiency advances. 
Structural unemployment is specified as a function of 
active programme expenditures as a percentage of the 
“wage bill”, which is measured as average wages times 
the labour force. The equation also includes two other 
variables that shift wages, namely terms-of-trade changes 
and productivity growth. In earlier versions of the equa- 
tion, the replacement ratio for unemployment benefits 
was included but was found to be insignificant and there- 
fore dropped. 

Several constraints had to be imposed. First, owing to 
data limitations, the coefficients on productivity and 
terms-of-trade are imposed to be equal for all countries. 

Second, in order to reduce the endogeneity problem, the 
coefficient on the unemployment rate is also constrained 
to be the same in all countries5 This is certainly a major 
restriction for the model, but, given the seriousness of the 
endogeneity problem, it was deemed necessary. By con- 
trast, the equation allows for country-specific coefficients 
on the active programme expenditure variable, the focus 
of this study. 

Estimation results are presented in Table 2.3. The 
coefficients of the unemployment rate, productivity 
growth and terms-of-trade change variables are correctly 
signed and statistically significant. Results show that in 
the majority of countries, expenditures on active pro- 
grammes exert a beneficial effect on structural unem- 
ployment by facilitating wage moderation. In these coun- 
tries the coefficient on the active programme variable is 
negative and significant. By contrast, for Ireland and 
Spain, the coefficient is positive and significant, indicat- 
ing that wage-raising effects have dominated. Finally, the 
wage effects of active programmes appear to be statisti- 
cally insignificant for Belgium, Canada, Denmark, 
Finland, France, Italy and the United Kingdom. 

Table 2.4. Aggregate wage effects of active programmes and selected labour market indicators“ 

Countries where the estimated effect of active 
programmes on wage moderation is: 

Positive and Significant 
Australia 
Austria 
Germany 
Japan 
Netherlands 
New Zealand 
Norway 
Portugal 
Sweden 
United States 

Statistically insignificant 
Belgium 
Canada 
Denmark 
Finland 
France 
Italy 
United Kingdom 

Negative and Significant 
Ireland 
Spain 

Maximum duration of 
unemployment benefits in 1989 

(in weeks) 
Job-security legislation‘ Incidence of long-term 

unemployment 

24.7 
13.0 
42.2 
16.6 
47.8 
47.8 

8.4 
52.0 

8.0 
1.7 

70.6 
7. I 

32.5 
19.3 
40.5 
63.0 
41.6 

57.7 
50.6 

1 .o 
12.5 
3.0 
1 .0 
5.9 
0.3 
6.0 

16.2 
6.0 
0.0 

2.0 
1.3 
0.0 
6.0 
3.5 

13.7 
8.4 

14.0 
13.7 

I? 

30 
52 
30 

156 

80 
26 
60 
26 

d 

d 

50 
130 
100 
130 
26 
52 

65 
104 

The aggregate wage effect of active labour market programmes is measured by the estimated coefficients presented in Table 2.3.  These coefficients represent the semi- 
elasticity of real wage growth with respect to expenditure on active programmes as  a percentage of the wage bill. 
Long-term unemployment as a percentage of total unemployment (1979-1989 average). 
Months of severance pay or notice period required. For a detailed description of this variable, see Table 3.8. 

provided indefinitely. 
d)  In Australia and New Zealand, the unemployment benefits system guarantees a minimum income for an indefinite period. In Belgium, unemployment insurance is 

Sources: OECD, Employment Outlook, 1991; and OECD estimates. 
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Table 2.4 suggests a link between the wage effects of 
active labour market policies and long-term unemploy- 
ment. Moreover, the table presents two policy indicators, 
namely a measure of the stringency of employment 
security regulations and the maximum duration of unem- 
ployment benefits. The relationship between these indica- 
tors and the wage effects of active policies, though not 
very strong, suggests that active programmes and other 
labour market policies are inter-related. 

France Germany Sweden 
I l l  131 

Constant terms 9.8 (5.2) 8.3 (1.8) 18.0 (1.8) 
France 
Germany 
Sweden 

Unemployment rate -0.4 (2.6) -0.5 (2.5) 4 . 1  (2.1) 
France 
Germany 
Sweden 

Programme participation rateh -0.5 (1.2) -1.4 (0.5) -1.0 (0.6) 
Average expenditure per participant 

(percentage of average wage) -6.1 (2.5) -2.8 (1.5) -8.0 (1.0) 
Expenditure on active programmes 

(percentage of “wage bill”)< 

Productivity growth 0.2 (1.1) 0.4 (2.2) 0.5 (0.8) 
Terms of trade changes< -0.0 (0.1) 0.7 (3.0) 0.5 (1.1) 

R2 0.83 0.66 0.39 
- 

ii) Wage efsects of the number of programme 
participants and average costs of 
the programmes 

[41 151 

8.1 (4.6) 4.6 (3.3) 
10.7 (3.0) 4.0 (2.9) 
13.6 (4.6) 11.4 (4.8) 

-0.4 (1.6) -0.2 (0.6) 
-0.7 (2.7) -0.2 (1.1) 
4 . 2  (4.3) -3.2 (3.5) 

-0.5 (0.9) 

4 . 3  (2.5) 

-1.8 (2.0) 

0.5 (2.8) 0.4 (2.2) 
0.4 (2.5) 0.5 (2.7) 

0.68 0.67 

Expenditure on active programmes is the product of 
two elements: the number of participants and the average 
expenditure per participant. For a given amount of total 
expenditure, there may be a trade-off between allowing 
access to programmes to as many people as possible and 
increased expenditure per participant to improve the 
quality of programmes. Each of the two elements may 
have some macroeconomic impact. Data over the period 
1973-88 on the two main components of expenditure on 
active programmes were available only for France, 
Germany and Sweden.6 These have been used to estimate 
wage equations similar to those presented above; the only 
difference in the underlying conceptual framework is that 

each component of the expenditure variable is allowed to 
shift structural unemployment independently. 

Estimation results are presented in Table 2.5, which 
comprises two parts: the first three columns show coun- 
try-by-country results and the final two present results for 
the three countries pooled together. A number of conclu- 
sions can be drawn from the first part of the table. First, 
the number of participants (expressed as a percentage of 
the labour force) exerts weak effects on wage formation: 
the sign of the coefficient of this variable is negative, 
indicating that expanded programme participation exerts 
downward pressure on wages; however, the coefficient is 
small and statistically insignificant. Second, the average 
level of expenditure per participant appears to facilitate 
wage moderation, as attested by the sign and t-statistic on 
its coefficient. Third, the open unemployment rate is 
more effective in producing wage moderation than the 
programme participation rate. 

Cross-country results, contained in the last two col- 
umns of Table 2.5, are consistent with these conclusions. 
Indeed, in the two equations the coefficients on expendi- 
tures and on participants in active programmes are con- 
strained to be the same in the three countries. By pooling 
the countries, coefficients are more significant, probably 
because the correlation between unemployment and 
expenditure on active programmes is less pronounced 
across countries than through time for a given country. 

Table 2.5. Wage effects of expenditures on active programmes“ 
t-statistics in parentheses 

Country-specific equations I Cross-country equations 
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However, as in the case of country-specific equations, 
programme participation exerts a weaker influence on 
wage formation than open unemployment. The only 
country where programme participation produces 
stronger wage moderation than open unemployment is 
France. As in country-specific equations, expenditure per 
participant has moderating effects on wages. Finally, the 
two active labour market policy variables are combined 
to form a single variable, namely the ratio of expenditure 
on active programmes to the “wage bill”. As equation 
estimates suggest, an increase in this ratio is associated 
with lower real wage growth. 

5. Factors influencing the effectiveness of active 
programmes 

The results described above suggest that active pro- 
grammes have been effective in reducing structural 
unemployment in certain countries, whereas results are 
more mixed in others. This subsection examines possible 
reasons for these differences, with the aim of identifying 
conditions under which the potential benefits of pro- 
grammes will be maximised. When there is little scope 
for increasing financial resources, the design and imple- 
mentation of programmes become crucial. 

Thus, the amount of expenditure per programme par- 
ticipant is a key policy variable. This variable comprises 
two elements: average compensation per programme par- 
ticipant and administrative expenditure (excluding com- 
pensation) per programme participant. A high level of 
average compensation is likely to have negative 
macroeconomic effects, as is the case with high levels of 
unemployment benefits. By contrast, a high volume of 
administrative expenditures per participant may help 
improve the quality and effectiveness of the programme. 
Available statistics do not distinguish between these two 
elements. However, estimation results suggest that in 
France, Germany and Sweden, a high level of expendi- 
ture per participant is associated with lower wage pres- 
sures (Table 2.4). This result could indicate that high- 
quality programmes are a desirable feature of these poli- 
cies. By contrast, low-cost programmes involving a large 
number of participants may not be very effective. A 
study by the Employment Policy Institute (1993) leads to 
similar conclusions. 

D. MICROECONOMIC IMPACT EVALUATIONS 

This section reviews a number of recent impact eval- 
uations, organised according to the programme classifica- 
tion used in Table 2.B.1. Before turning to specific 
results, some clarifications are needed with respect to the 
scope of studies covered in terms of research methods 
and outcome variables. 

1. Methodology and scope of the studies covered 

The main focus is on labour market outcomes for 
participants. One or a few quantitative outcome variables 
may be measured, like employment, unemployment and 
earnings; these are largely interrelated, although in cer- 
tain respects their policy implications are different. 
Numerical estimates will be cited to some extent. How- 
ever, as will be seen, very often the essential “message” 
of evaluations is simply a yes or no answer to the ques- 
tion whether an impact is significant - i.e. whether the 
programme features under study make a differen~e.~ 

Such analysis is partial in two respects. First, it does 
not consider all possible goal variables. This limitation 
must be taken into account when policy conclusions are 
drawn, but it is necessary for purposes of comparative 
analysis. The interest of evaluation depends to a great 
extent on the scope it creates for comparing many policy 
options, something which presumes a focus on variables 
which can be compared. Second, due to the focus on 
outcomes, impact studies treat programmes as “black 
boxes”, leaving aside most questions of how they work. 
This may be most pertinent for policy-making at rela- 
tively high levels which concern strategic budget and 
legislative issues, and not the detail of programme 
content. 

Thus, it is not the intention here to suggest that quan- 
titative impact evaluations are the only legitimate source 
of evidence about microeconomic outcomes. Information 
of many kinds is potentially useful, including various 
types of administrative monitoring data, official policy 
analyses, and research in several academic disciplines. 
Governments often publish data showing the proportions 
of former programme participants who have jobs some 
time after leaving the programmes. But in general, none 
of this is sufficient to measure impact. 

Genuine impact studies do not merely observe actual 
outcomes; they also attempt to estimate the counterfac- 
tual outcomes that would have been likely in the absence 
of a programme. The impact can then be measured as the 
difference between the counterfactual and actual out- 
comes. Typically, the outcomes for some participants are 
equivalent or similar to the estimated counterfactuals; the 
enrolment of these persons may be considered a “dead- 
weight” cost of the programme. 

An impact thus measured - net of deadweight 
effects - should still be considered a “gross” magnitude, 
because while presumably good for the persons con- 
cerned, it may have been achieved at the expense of 
‘ ‘side-effects’ ’ involving other persons. Some evalua- 
tions have therefore included employer surveys or other 
features designed to illuminate the extent to which other 
job-seekers will be affected by substitution. However, 
very little evidence is available with regard to certain 
additional side-effects such as displacement of produc- 
tion in other enterprises, or wage distortions. Ultimately, 
the policy relevance of a gross impact for participants 
alone will depend on the extent to which policy-makers 
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actually want to pay special attention to these persons. 
Conversely, side-effects may be a source of special con- 
cern and warrant more research whenever there are 
doubts about the fairness of prevailing principles and 
methods for the selection of programme participants, 

Studies vary in complexity and sophistication, even 
apart from the fundamental choices of focus and method. 
There are striking differences in the size of statistical 
samples (ranging from a few hundred persons in some 
European studies to over 20 000 in the United States’ 
JTPA evaluation; see below) and in efforts to achieve 
satisfactory response rates. Moreover, while participant 
surveys form the centrepiece of most studies, other ele- 
ments such as employer surveys and studies of adminis- 
trative issues have often been included as a complement. 

In the United States, which for several decades has 
been leading the trend towards impact evaluation, a dom- 
inant research approach involves experiments where par- 
ticipants and control groups are randomly assigned in 
advance. Elsewhere, however, very few controlled exper- 
iments have been undertaken. Participants have instead 
been compared with benchmark groups of persons 
selected ex post. In general, little is known about the 
importance of the possible bias: a priori a programme’s 
impact will be overestimated if it attracts participants 
whose initial job prospects are better than those of the 
comparison persons, and underestimated in the opposite 
case. Many studies, hereafter called quasi-experimental, 
apply econometric techniques designed to contain this 
uncertainty.8 

One weakness affecting both experimental and quasi- 
experimental methods is that they seldom shed much 
light on the possible importance of the sheer size and 
scale of implementation of a programme. It is conceiva- 
ble, however, that the impact for any given participant 
may depend in part on the number of other persons 
participating. Moreover, programme size may of course 
have considerable interest in itself as a policy target. In 
such a perspective, it may be appropriate to consider if a 
programme impact can be discerned by national labour 
force data. A few studies of this type will be cited. 

Any interpretation of results must also take account 
of the specific nature of each programme category. Some 
impact estimates are available for most categories and 
sub-categories of the OECD’s programme classification. 
But most of them concern public employment services 
(category 1) and the four sub-categories summarised as 
“Mobilising labour supply” in Annex 2.B. 1: training for 
unemployed adults and those at risk; measures for unem- 
ployed and disadvantaged youth; subsidies to regular 
employment in the private sector; and support of unem- 
ployed persons starting enterprises (sub-categories 2a, 
3a, 4a and 4b). A key characteristic of these programme 
categories is that they aim to help persons with employ- 
ment problems; thus, policy success can be considered as 
relatively well represented by estimates of impact on 
subsequent employment and earnings for targeted per- 
sons alone. However, in a number of cases - notably 

with regard to employment subsidies - research has also 
focused on substitution and displacement effects. 

Somewhat different policy objectives, and hence 
another orientation of evaluation research, are evident 
with respect to two sub-categories: training for employed 
adults (2b) and support of apprenticeship and related 
forms of general youth training (3b). Here, where most 
participants are likely to have jobs in any case, goal 
achievement cannot always be captured by measurements 
of employment. Earnings may be more relevant as a goal 
variable, but some studies have instead chosen to esti- 
mate impacts on the total volume of skill formation in 
relevant enterprises. Finally, for the sub-category of 
direct job creation (4c), the principal policy aim has often 
been to enhance employment during a programme rather 
than after it. Some evaluations have estimated impacts 
that occurred both during and after such programmes. 

2. Public employment services and administration 

The significance of public employment service (PES) 
offices and related administrations resides not only in 
their specific services as such, but also in the fact that 
they tend to play a central role in promoting coherence 
between all elements of labour market policy. This policy 
coherence depends to a great extent on the treatment 
accorded each unemployed individual applying for 
income support in local offices. 

Three office functions are relevant: job information 
and brokerage, administration of income support, and the 
admission of participants to active programmes. Each of 
these can often be performed by other bodies than the 
PES agency, but, as will be seen, this may not alter the 
issues addressed by impact evaluation. Most evaluations 
to be considered concern the first function in interaction 
with the second: job-search assistance provided to claim- 
ants of income support. 

Table 2.6 summarises key features and conclusions 
of six evaluations from various countries, plus a selection 
of six so-called demonstration programmes for welfare 
clients in the United States. All the latter and two of the 
former were experimental in nature, while two were 
quasi-experimental and two were based on statistical 
analysis at national level. 

A strategic policy question for PES agencies is 
whether they should strive to serve the labour market at 
large or concentrate on persons with labour market 
problems. Against this background, Canada’s National 
Employment Service (NES) evaluation has special inter- 
est as it attempted to compare the usefulness of PES in 
various labour market contexts. This study was based on 
answers to questions about the use of employment ser- 
vices included in Canada’s national labour force surveys, 
and partly on surveys of workers and employers. It found 
that PES had no measurable impact with regard to the 
filling of vacancies in the labour market at large, nor on 
job-finding for persons whose general situation was rela- 
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Table 2.6. Overview of studies: public employment services 

Programme name, feature or 
function evaluated Main method 

Sample size 
T = treatment group 

C = controllcomparison 
Key result Source, remarks 

a) Impact of job-search assistance 

Canada 
National Employment Labour force, 
Service (NES): vacancy job-seeker and 
filling and job finding employer surveys 

United Kingdom 
Restart: counselling Experimental 
interviews required after 
6 months on unem- 
ployment benefits 
Restart Econometric study of 

labour market flows 

United States 
New Jersey UI Experimental 
Reemployment 
Demonstration Project: 
job-search assistance 
OBRA demonstrations of Experimental 
job-search assistance for 
AFJX clients (mainly lone 
mothers) 

Netherlands 
Reorientation interviews Quasi-experimental 
(HOG) for persons on 
unemployment benefit 
since over 3 years 

b) Specific programme details 

United Kingdom 
Multifunctional adviser Quasi-experimental 
pilots: merger of certain 
staff categories in job 
counselling 

72 NES districts 

T: 8 000 
C: 500 
benefit claimants 

National data 
1979- 1988 

T: 8 700 
C: 2 400 
UI claimants 

Altogether about 
40 000 

T: 1 100 
C: 1 400 

Unknown 

Vacancy filling and job 
finding improved only 
under abnormally bad 
labour market conditions 

Likelihood of finding work 
improved 

Increased flow out of 
long-term unemployment 

Improved job earnings and 
reduced UI expenses 

Employment and earnings 
improved 

Employment and 
Immigration Canada (1989) 

White and Lakey (1992) 

Jackman and Lehmann 
( 1990) 

Corson (1989) 

Gueron (1990) (Summary 
of several studies) 

Job chances moderately 
better (starting from very 
low level) 

Bouman ( 1992) 

More job placements with 
fewer staff categories ( 1992) 

Employment Service 

t ive ly  good  [Employment  a n d  Immigra t ion  
Canada (1989, p. 4)]. A positive impact on job-finding 
was detected under adverse conditions, however. Espe- 
cially for male job-seekers, PES made a difference only 
in periods when unemployment was high. Because PES 
was found to be of help to disadvantaged groups, it was 
considered to improve equity in the labour market. A 
specific policy recommendation, therefore, was that PES 
offices should adopt procedures permitting them to deter- 
mine at an early stage which clients are likely to benefit 
from their support, so that efforts can be concentrated on 
those persons. 

Job-search assistance (JSA) organised specifically for 
persons claiming unemployment benefits or other income 
support has been shown to produce favourable results in 
several evaluations, including those of Restart in the 

United Kingdom, the New Jersey Unemployment Insur- 
ance Re-employment Demonstration as well as many 
demonstration projects resulting from the Omnibus 
Budget Reconciliation Act (OBRA) in the United States, 
and reorientation interviews (herorienteringsgesprekken, 
HOG) in the Netherlands. For all of these programmes 
except a few of the OBRA demonstrations, some positive 
impact could be detected on the labour market perforrn- 
ance of targeted persons. 

These results may understate the impact of JSA for 
those who received it, because the principal experimental 
treatment usually consisted of a call to JSA rather than 
actual participation. Some treatment group members 
failed to turn up, while some of the control group mem- 
bers who asked for counselling received it. In the British 
Restart experiment, for example - which concerned per- 
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sons on unemployment benefits for six months - counsel- 
ling of the relevant type was given to one-fourth of the 
control group although this was not mandatory. 

A non-experimental econometric study of Restart by 
Jackman and Lehmann (1990) was based on national 
data on the flows of persons in and out of unemployment 
in the period 1979-88. While confirming that the intro- 
duction of Restart probably increased the likelihood of 
job placement for the long-term unemployed, this study 
suggested that the impact was achieved in part at the 
expense of non-targeted persons, i.e. those with less than 
six months in unemployment. For the latter group, flows 
out of unemployment appeared to fall when the Restart 
programme was introduced. 

In the New Jersey Unemployment Insurance (UI) Re- 
employment Demonstration, UI claimants in the treat- 
ment group were offered additional JSA in ad hoc co- 
operation between two normally separate office net- 
works, the Employment Service and the bodies that 
implement the Job Training Partnership Act (JTPA). This 
included orientation meetings, organised soon after the 
beginning of unemployment, and job-search workshops 
or individual counselling provided somewhat later. 
Three-quarters of the treatment group members came to 
orientation meetings while about half of them attended 
some of the other activities; for the control group only 
“regular” employment services were available. The 
evaluators concluded that all UI claimants ought to be 
required to attend counselling and that administrative co- 
operation was needed between the different public agen- 
cies dealing with these persons. 

The outcomes reported from the OBRA demonstra- 
tions of JSA for welfare clients were largely similar. 
These demonstrations targeted clients of Assistance for 
Families with Dependent Children (AFDC), mostly lone 
mothers, but since 1988 also other families with unem- 
ployed parents. Typically, participation in JSA was made 
compulsory for AFDC recipients who did not have chil- 
dren below three to six years.9 Some projects also 
included work experience. In each of six demonstrations 
with JSA as the central element, summarised in 
Gueron ( 1990), a significant impact on employment, 
earnings andlor welfare dependency was found. The 
employment impact measured at the end of three consec- 
utive years following the experiment (i.e. the difference 
in employment between treatment and control groups, 
expressed as proportion of any group) was in most cases 
4 to 6 percentage points. The impact on welfare depen- 
dency was similar or somewhat lower. The earnings 
impact was sometimes even higher and tended to increase 
over time; in a demonstration in Arkansas, the treatment 
group’s earnings after three years was as much as 31 per 
cent higher than those of the control group. While these 
results are positive, the overall impact is still concen- 
trated among a minority of the AFDC clientele.’O Regard- 
ing households with unemployed fathers, covered by four 
OBRA demonstrations reviewed by Greenberg and 
Wiseman (1992, Tables 1.1 and 1.21, the results appear 

less conclusive, although three of these four projects 
were found to reduce welfare dependency for such 
households. 

The Dutch HOG reorientation interview scheme, 
targeting persons in unemployment for over three years, 
was found to have positive impact on the previously very 
poor job chances of such persons. This conclusion must 
however be considered as tentative, because its quasi- 
experimental evaluation design involved comparison 
with persons who were not selected in the same way as 
the treatment group.” 

A different and more specific set of evaluation issues 
concerns the “nuts and bolts” of employment services. 
How should employment offices be organised?’* Such 
issues are subject to developmental work within most 
national labour market authorities, but not many results 
of formal impact evaluation are available. A recent 
example was provided by the Employment Ser- 
vice (1992) in Great Britain, which found it advanta- 
geous to give individual counsellors more complete 
responsibility for their clients while reducing the number 
of counsellors a long-term unemployed person has to see. 
The same study found it useful, however, to assign 
specialised staff to the initial counselling of newly-regis- 
tered unemployment benefit ~1aimants.l~ The importance 
of initial interviews with new clients was also underlined 
in the above mentioned Canadian NES eva1uati0n.I~ 

In sum, evaluations of various kinds have reported 
positive effects from individual counselling targeted on 
persons with difficulties in finding jobs; these effects 
tend to be greater if individual service needs can be 
identified relatively soon after the beginning of 
unemployment. 

3. Training of unemployed adults and those at risk 

In several countries this is the largest category of 
active programmes, and is often perceived as the princi- 
pal alternative to unemployment offered by the PES 
offices. Even so, there are relatively few research results 
about the quantitative impact of such programmes. Sev- 
eral appear to be effective, but the general picture 
remains uncertain. 

Given the targeted nature of the programmes, evalua- 
tions have concentrated upon the direct impact for par- 
ticipants, with little attention paid to possible side-effects. 
Most evaluations have focused on the general question 
whether it is worthwhile to offer training to these per- 
sons, without much discussion of the content of the train- 
ing, although some studies have distinguished broad 
options like on-the-job and “classroom” courses. 

Most of the larger schemes are broadly targeted on 
unemployed persons, but there are also programmes for 
more specific labour market problems. Table 2.7 sum- 
marises nine evaluations covering eight Programmes of 
the broadly targeted type, and then eight studies covering 
eleven more specific programmes or programme variants. 
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Table 2.7. Overview of studies: training for unemployed adults and those at risk 

Programme name, feature or 
function evaluated Main method 

Sample size 
T = treatment group 

C = controllcomparison 
Key result Source, remarks 

a) Programmes for the unemployed in general 

United States 

New Jersey UI Experimental 
Reemployment 
Demonstration Project: 
A training offer for UI 
claimants (combined with 
job-search assistance) 

Germany 

Further training and 
retraining labour market flows 

Netherlands 
Centres for Adult Quasi-experimental 
Vocational Training (CV) 

United Kingdom 

Skills Training: off-the- Quasi-experimental 
job courses 

Norway 

Labour market training Quasi-experimental 

Econometric study of 

T: 2 000 
C: 2 400 
(no treatment) 
+ 6 700 (job search 
assistance only) 

Job earnings did not 
improve more than with 
job-search assistance only 

Corson (1989). 
About 15 per cent of 
those offered training 
accepted it 

National data 1987 and 
1988 

No impact on flows out of 
unemployment 

Bellmann and Lehmann 
( 1990) 

T 300 
C: 300 

No significant impact on 
job finding or employment 

de Koning (1993) 

T: 785 
C: 760 

Job chances and earnings 
improved 

Payne (1990) 

T: 2 600 
C: 650 

Job chances improved Hernses et al. (1991). 
Selection bias only partly 
controlled 

Raaum and T o p  (1992). 
Selection bias only partly 
controlled 

Labour market training Quasi-experimental T: 3 000 
C: 2 600 

Job chances improved 

Sweden 

Labour market training Quasi-experimental T: 1200 
c :  1500 

Av. earnings 20 % higher 
one year later, 
30 % higher two years 
later 

Axelsson (1992). 
Selection bias only partly 
controlled 

Austria 

Labour market training Comparison with all 
unemployed persons 

T: 400 No impact on job chances Faschingbauer et al. 
(1990). 
Uncertain result; selection 
bias not controlled 

Zweimuller and 
Winter-Ebmer (1990) 

T: 170 
C: 3 300 persons leaving 
unemployment or trainee 
registers 

Labour market training Quasi-experimental Reduced risk of repeated 
unemployment 

b) Programmes targeting particular problems 

Canada 

Skill Shortages: Quasi-experimental 
Classroom training for 
skills in short supply 

Job Development: Various Quasi-experimental 
combinations of work and 
training for the long-term 
unemployed 

Job Entry: Classroom Quasi-experimental 
training (“Direct 
Purchase’ ’) 

T: ca. 2 000 unemployed 
C: 900 improved (1991) 

Job chances and earnings Abt Associates of Canada 

T: 3 500 workers and 

C: 1 500 workers 

Job chances improved for 

and client groups 

Goss, Gilroy & Associates 
1 500 employers most programme options (1989) 

T: 1 100 mainly female 
labour market re-entrants a little (1989) 
C: ca. 1 200 

Job chances improved Abt Associates of Canada 
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Table 2.7. Overview of studies: training for unemployed adults and those at risk (Cont.) 

Programme name, feature or 
function evaluated Main method 

Sample size 
T = treatment group 

C = controllcomparison 
Key result Source, remarks 

Job Entry: Enterprise 
training (“Re-entry”) 

Canadian Steel Trade and 
Employment Congress: 
measures services during 
plant closures 

Netherlands 
Centres for Vocational 
Orientation and Training 
(CBB) 

United States 
JTPA Title I I -A  adult 
training 
National Supported Work 
Demonstration: Work and 
training for AFDC clients 

Quasi-experimental Mainly female labour 
market re-entrants: 
T: 1 100 
C: ca. 1 200 
Employers: 
T: 1000 
C: None 

C: 1 600116 workerslsites 
Quasi-experimental T: 1200113 

Quasi-experimental T: 368 
c :  337 

Experimental 

Experimental 

T: 7 300 
C: 3 600 
Unknown (15 sites) 

No impact on job 
chances, though on 
earnings 

Proportion placed in new 
jobs up by 7 percentage 
points 

Small average 
employment impact. 
Greater for certain groups 

Employment and earnings 
improved 
Job chances and earnings 
improved. Improvement 
lasted at least 8 years 

Abt Associates of Canada 
(1989) 

Ekos Research Associates 
Inc. (1991) 

de Koning (1993) 

Abt Associates Inc. (1992) 

Couch (1992), 
Hollister et al. (1984) 

Altogether three studies were experimental, all conducted 
in the United States; twelve were quasi-experimental and 
two were based on other methods. 

For the broadly targeted subgroup of programme, the 
overall impression is most troubling. Available evidence 
does not permit strong conclusions, but it gives remarka- 
bly meagre support of a hypothesis that such programmes 
are effective. Four of nine studies found no significant 
impact; the other five detected positive impacts, but sev- 
eral of these can be considered as uncertain due to meth- 
odological problems. 

In the United States, the above-mentioned New 
Jersey Unemployment Insurance Re-employment Dem- 
onstration, studying measures for UI claimants, included 
a training option which is relevant here. As already 
explained, all claimants selected for treatment in this 
demonstration were first offered job-search assistance; as 
additional treatment for a randomly selected subgroup, a 
special training offer was made under the JTPA. This 
training was accepted by 15 per cent of those to whom it 
was offered, a higher proportion than the percentage nor- 
mally referred to training among UI claimants in the 
United States. However, the impact of this combination 
of JSA and the extra training offer as measured by future 
work earnings and UI dependence was not significantly 
better than the impact of JSA alone.I5 

In Germany, Bellmann and Lehmann (1990) have 
presented regression estimates of impacts with respect to 
gross flows of persons into and out of unemployment, 

based on labour market data for 1987-88. Four pro- 
grammes were considered, two of which were training 
programmes (one offering further training for employed 
and unemployed persons, the other retraining for the 
unemployed). No type of training was found to have any 
significant impact on the flows out of either short- or 
long-term unemployment, nor on the flows into 
unemployment. 

A quasi-experimental evaluation of the Netherlands 
Centres for Adult Vocational Training, using a relatively 
small sample of participants and matched comparison 
persons, concluded that unemployed persons who did not 
undergo training found jobs as quickly as those who did 
- if the duration of the training was counted as search- 
time [de Koning et al. (1991)l. The employment situation 
two years later was not significantly different for the two 
groups. 

More favourable results have been reported for simi- 
lar programmes in the United Kingdom, Norway and 
Sweden (for references, see Table 2.7). The UK study 
concerned persons who participated in 1986 in the Skills 
Training programme, a relatively small scheme for off- 
the-job vocational courses which has since been abol- 
ished. It produced an estimated impact on the post-pro- 
gramme employment rate of nearly 25 percentage points 
for men and 10 for women, with significant effects on 
earnings as well. 

The Norwegian and Swedish studies cover large pro- 
grammes with many training options, used by substantial 
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portions of the unemployed. The two Norwegian studies 
reported significant improvements in employment; the 
Swedish one estimated the differential impact on wage 
earnings to be about 20 per cent one year after the train- 
ing and 30 per cent after two years. However, the evalua- 
tion techniques behind these apparently favourable 
results were such that the possibility of a substantial 
selection bias cannot be ruled out.I6 The uncertainties 
associated with participant selection in non-experimental 
studies are also exemplified by the two Austrian studies 
in Table 2.7, which yielded contradictory re~u1ts.I~ 

Turning to the more specifically targeted pro- 
grammes, it can first be noted that Canada's Skill 
Shortages programme, evaluated by Abt Associates of 
Canada (1991), appears effective. This programme is rel- 
atively small and differs from all others discussed here in 
that its main focus is on the needs of employers rather 
than workers. While its principal aim is to help employ- 
ers fill vacancies which require skills in short supply, the 
unemployed have formed a majority of participants in 
two classroom variants of the programme.'* On the basis 
of both worker and employer surveys, the authors con- 
cluded that the two programme variants had a positive 
impact on employability and earnings for unemployed 
participants. 

Training measures targeting certain subgroups among 
the unemployed or the disadvantaged have been evalu- 
ated in Canada, the Netherlands and the United States, 
and generally appear to be more effective than the 
broadly targeted programmes. 

One of the largest of all evaluation studies is the 
national JTPA study in the United States. Results already 
reported cover impacts observed within 18 months fol- 
lowing training measures for disadvantaged groups under 
Title 11-A of the relevant Act [Abt Associates Inc. 
(1992)l. Of a total sample of over 20 000 persons, about 
11 000 were adult men and women taking part in the 
experiments of relevance here, of which one-third formed 
control groups. The overall impact on employment was 
between 2 and 3 percentage points for both men and 
women; the impact on hours worked may have been even 
greater, but was significant only for men. The earnings 
impact, on the other hand, was greatest for women (7 per 
cent) while for men it was positive but not significant. 
Most impact measurements were positive for both class- 
room and on-the-job training, although no conclusion 
could be drawn about their relative advantages.lg. 2o 

While JTPA Title 11-A clients in general are disad- 
vantaged, the impact appears greatest for individuals 
whose labour market problems are only moderately 
severe. The average impact was not significant for per- 
sons combining two or three specific disadvantages: pre- 
vious welfare dependence, no high school diploma, and 
no recent work experience. The average impact for His- 
panics was negative, though not significantly so; for 
Blacks it was positive but insignificant. 

The Netherlands Centres for Vocational Orientation 
and Training, targeting disadvantaged unemployed per- 
sons, was found to have only a small average impact on 
employment [de Koning and van Nes (1990)l. However, 
in contrast to JTPA Title 11-A, the impact appeared rela- 
tively great for members of ethnic minorities; it was also 
better than average for those with a poor educational 
background. 

In Canada, evaluations of the Job Development pro- 
gramme for the long-term unemployed and Job Entry for 
female labour market re-entrants are relevant here.21 
Within Job Development, one option (General Projects) 
which combined work experience mostly in the public 
sector with formal and on-the-job training was found to 
increase the likelihood of subsequent employment for 
long-term unemployed women - but not for men. Two 
other Job Development options, with combinations of 
work experience and training adapted to the needs of 
persons with relatively great difficulties, were found use- 
ful by most measures.22 

For women, a small positive impact on job chances 
was also attributed to classroom training under the Job 
Entry programme. Enterprise training under Job Entry, in 
contrast, did not generally enhance their employment 
chances, in spite of the fact that some of the enterprises 
that organised this training wanted to hire their trainees 
afterwards. For women with previous work experience, 
both types of training seemed to promote earnings and 
working hours. The duration of training was positively 
correlated with employment and earnings impacts. 

In the United States, female AFDC clients appear to 
have benefited from the National Supported Work 
(NSW) demonstration in the late 1970s, which offered 
training and work experience in various combinations. 
During a follow-up period covering eight years after the 
treatment, a lasting and significantly positive impact on 
their earnings was recorded for the whole period 
[Couch (1992)l. Important impacts had already been 
reported after three years [Hollister et al. (1984)], espe- 
cially with regard to earnings (23 per cent in the third 
year) hut also on employment and working time. Other 
studies of training for AFDC recipientsz3 have suggested 
that within this target group the impact may be greatest 
for those who are relatively young, and also for women 
with little education and young children. 

Special training opportunities offered to displaced 
workers in steel and mining enterprises were recently 
evaluated in Canada [Ekos Research Associates Inc. 
(1991)l. This study concerned 13 work sites, where the 
Canadian Steel Trade and Employment Congress offered 
counselling and other measures for displaced workers; 
apparently the most important of these was to encourage 
workers to make use of available training options. 
Econometric analysis of various data, including inter- 
views with workers both at these supported sites and 
elsewhere, displaced under comparable conditions, sug- 
gested that the likelihood for a worker having a job 
afterwards was on average 7 percentage points higher at 
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the supported work sites. This impact was essentially 
attributed to the training option, used by 28 per cent of 
the workers. Thus, in this programme - in contrast to the 
above-mentioned New Jersey UI Re-employment Dem- 
onstration - a training offer had greater impact than the 
job counselling offer. (The latter had little differential 
effect in Canada, apparently because targeted job coun- 
selling was provided by Canada’s PES as a standard 
service in the comparison work sites as well.) At two 
sites, both mines, none of the extra measures had signifi- 
cant impact. 

To sum up the results regarding training for unem- 
ployed adults, the impact appears least favourable - or at 
least not well documented - with respect to the more 
generally targeted schemes, while a number of pro- 
grammes with more specific targeting have proved effec- 
tive. In interpreting these results, it may be argued first 
that a relatively strong orientation towards the needs of 
employers, as in Canada’s Skill Shortages programme, 
appears to be an attractive option to the extent that it is 
feasible; however, such an approach may not be possible 
to apply on a sufficiently large scale for the more diffi- 
cult kinds of clientele. Against this background it is of 
special interest to note that favourable results have also 
been reported for some relatively large training schemes 
as well, notably when these have been targeted on groups 
with more specific problems, such as women re-entering 
the labour market. Perhaps the employment problems of 
these latter groups are relatively often attributable to 
identifiable training needs that can be met. Moreover, it 

is conceivable that some differences in outcome have to 
do with the role of PES in giving advice to the clients. 
Training for special target groups may be relatively often 
associated with focused counselling efforts in favour of 
training choices made with a view to the immediate 
impact on job chances, reducing the risk that a pro- 
gramme is used to fund training for other purposes. 

4. Training of employed adults 

Most programmes in this category are relatively 
small. The expenses per participant also tend to be mod- 
est, as the training often consists of comparatively brief 
upskilling or adjustment to new technologies, although 
there are also examples of longer courses. Subsidies to 
such training have frequently been motivated by concerns 
that the training available to employed workers in gen- 
eral may be insufficient. Therefore, one way to measure 
the success of such programmes may be to use indicators 
of impact on the total volume of training provided to 
employees. Few evaluation results have emerged from 
such programmes, however, and they are not always 
encouraging (Table 2.8). 

The volume of workplace-based training may be dif- 
ficult to measure, as illuminated by a study of the Cana- 
dian Skill Investment programme [Ekos Research Asso- 
ciates Inc. (1992)], based on interviews with participants 
and other unemployed workers as well as with employers 
participating in a workplace training variant (Retraining) 

Table 2.8. Overview of studies: training for employed adults 

Sample size 
T = treatment group 

C = controVcomparison 
Main method Programme name, feature or 

function evaluated Key result Source, remarks 

Canada 
Skill Investment: Classroom Quasi-experimental 
training (“Direct purchase”, 
“Indirect purchase” and 
“Training Trust Funds”) 
Skill Investment: Subsidy to Quasi-experimental 
workplace-based 
“Retraining’’ 

Skill Shortages: Subsidy to Quasi-experimental 
workplace-based training for 
skills in short supply (incl. 
apprenticeship) 

Denmark 
Labour market training Longitudinal 
centres (AMU) labour force data 

T: 1 800 
c: 1 500 

Workers: 
T: 1 2 0 0  
C: 1 5 0 0  

Employers: 
T: 800 
C: 750 
Workers: 
T: 950 
C: 250 

Employers: 
T: 1 500 
C: 500 

T: 5 000 
C: 35 000 

Volume of training received 
by workers increased Inc. (1992) 

Ekos Research Associates 

No impact on training 
volume compared with Inc. (1992) 
general labour market. But 
some redistribution to 
persons affected by 
structural change 

Ekos Research Associates 

Firms increased training. 
Earnings improved for (1991) 
participants 

Abt Associates of Canada 

1% wage impact. Reduced 
risk of unemployment 

Westergird-Nielsen (1993) 
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and a comparison sample of non-participant employers. 
It was reported that firms participating in Retraining did 
not cut their overall training expenses in the years con- 
cerned, although most other firms did so at the time. 
Retraining firms also recorded stronger increases in aver- 
age employee skills. However, the accuracy of these 
results, derived from information from employers, was 
called into question when compared with information 
about the proportion of employees who were aware of 
having received training, and about the average training 
length: neither of these two parameters seemed to 
increase more in participating firms than in others. More- 
over, data gathered from individuals showed no compar- 
ative advantage in terms of skill formation or other 
labour market outcomes (employment, wages, etc.) for 
subsidised training firms. 

In other words, while the subsidised training was 
probably useful, the total volume of enterprise training 
may have been little affected. The results appear to be 
compatible with a hypothesis that the subsidy merely 
enticed firms to report more outlays as training expenses 
and to recognise more skills as formal qualifications. 
Even so, the subsidy may also - as intended - have led to 
some redistribution of training opportunities towards 
employees affected by structural change. 

Within Skill Investment, only a classroom variant 
produced any net increase in the total training volume for 
employees.24 In this option, the labour market agency 
purchased courses of longer duration for participants 
according to an annual planning system. As could be 
expected - considering that the participants already had 
jobs and the outcomes were estimated only for a few 
years - the measurable employment impact for these 
persons was not significantly better than for employed 
persons receiving no training, and earnings did not 
improve significantly. 

The Skill Shortages programme, evaluated by Abt 
Associates of Canada (1991), was discussed above with 
regard to its classroom variants which are used mainly by 
unemployed persons. However, some Skill Shortages 
participants are employed, including most of those in a 
workplace-based training variant. About one-fifth of 
these are enrolled for apprenticeship, which in Canada 
can be considered a form of adult training.25 Like the 
other parts of Skill Shortages, the workplace-based vari- 
ant was found to be relatively effective. Even for 
employed participants, it appeared to have some positive 
impact on future employment and earnings; over 90 per 
cent of participants stayed with the training employers. In 
this case, the training was also considered by the evalu- 
ators as “incremental”, i.e. induced by the subsidy, in 
42 per cent of the cases and partly incremental in another 
40 per cent, with higher percentages in firms suffering 
from “poaching” of trained workers. 

A Danish programme - one of the few relatively 
large ones in this category - offers short courses for a 
variety of occupations; a high proportion of participants 
are unskilled workers. A recent evaluation [Westergkd- 

Nielsen (1993)l was based on longitudinal data for a 
sample of the whole working-age population and covered 
the years 1980-87, during which more than one-tenth of 
the persons sampled (5 000 out of 40 000) took one or 
more such courses. Econometric analysis suggested that 
on average the training led to a 1 per cent wage increase, 
and also some reduction of the risk of future unemploy- 
ment for employed persons. However, the impacts were 
significant only for men. 

5. Measures for unemployed and disadvantaged 
youth 

Programmes under this heading primarily target 
unemployed school-leavers, and often pay special atten- 
tion to youngsters who drop out before completing upper 
secondary education. The labour market problems faced 
by this latter group are often relatively severe, and some- 
times aggravated by lack of motivation for training. 
Many governments, therefore, provide work experience, 
often in the public sector, in spite of the fact that this is 
unlikely to solve the underlying problem of inadequate 
qualifications. Against this background, it is interesting to 
consider how programmes could be devised so as to 
enhance skills while proving attractive to the group in 
question. 

Five studies will be considered; one is a controlled 
experiment and the others are quasi-experimental in 
nature (Table 2.9). The experimental study is the afore- 
mentioned National Supported Work (NSW) demonstra- 
tion in the United States, which included a youth clien- 
tele, many of whom were relatively severely 
disadvantaged. No significant employment and earnings 
impacts were found in this case; however, the evaluation 
also considered some social results which showed that 
the scheme had helped reduce the criminal activity of 
formerly delinquent participants. Considering that NSW 
was more effective for AFDC clients than for disadvan- 
taged youth, it is also worth observing that its impact 
within the AFDC group appears to have been greatest on 
the youngest [Bjorklund (1991)l. 

Within Canada’s Job Entry programme - also target- 
ing youth in addition to adult women - classroom train- 
ing was not found to improve employment chances for 
young labour market entrants (school drop-outs formed 
an important part of the clientele). In comparison, enter- 
prise training proved relatively effective - at least for 
young men, for whom both employment and earnings 
doubled. This positive effect was attributed in part to 
youngsters staying with the training firms, and was also 
associated with a fall in the proportion of persons enroll- 
ing in education. For young women, however, enterprise 
training had no impact. 

New Zealand’s ACCESS programme provided a vari- 
ety of job-related training options, organised especially 
for disadvantaged persons for whom other forms of train- 
ing were unsuitable or unavailable - predominantly 
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Table 2.9. Overview of studies: measures for unemployed and disadvantaged youth 

Sample size 
T = treatment group 

C = controkomparison 
Main method Programme name, feature or 

function evaluated Key result Source, remarks 

Canada 
Job Entry: Enterprise Quasi-experimental 
training (Entry option) 

United States 
National Supported Work Experimental 
Demonstration: Work and 
training for disadvantaged 
youth 
Job Corps: Residential Quasi-experimental 
training centres for youth 
with severe social problems 

New Zealand 
ACCESS: Vocational Quasi-experimental 
classroom and on-the-job 
training 

Ireland 
Two training and two work 
experience programmes 

Quasi-experimental 

Youngsters: 
T: 900 
C: 600 
Employers: 
T: 1 000 
C: None 

Unknown 
(15 sites) 

T: 2 800 
c :  1 0 0 0  
youngsters 

T: 1 000 
C: 600 

T: 400 
C: 1 600 

Job chances improved for 
young men, but not for 
women 

Abt Associates of Canada 
(1989) 

No impact on job chances or Couch (1992), 
earnings Hollister ef al. (1984) 

Education attainment Bjorklund (1991) 
improved, delinquency 
decreased 

Job chances improved, Dominick (1992) 
especially for Maoris and 
other disadvantaged groups 

Both training and work 
experience enhanced job 
changes 

Breen (1991) 

though not exclusively youth. A positive employment 
impact was noted for persons considered “on the mar- 
gin” of the labour market, including many Maoris. How- 
ever, for persons without particular disadvantages, the 
outcomes were hardly improved compared with the aver- 
age for unemployed persons who did not participate 
[Dominick ( 1992)l. 

Positive impacts from both training and work experi- 
ence have been reported from Ireland [Breen (1991)l. In 
this study, the impact on the proportions of persons 
placed in jobs by the end of the programme was esti- 
mated in the range of 15-20 percentage points for training 
and 20-25 percentage points for work experience. A sub- 
stantial impact was also observed a year later for both 
types of programme. 

One American programme, the Job Corps, appears to 
have achieved remarkably good results for youngsters 
from problematic inner city areas. In a programme design 
which is unique in many respects, the participants are 
required to leave their home environment in order to 
receive training in combination with other activities. The 
evaluation involved a comparison group of eligible 
youngsters selected in areas with low Job Corps enrol- 
ment, though not with random methods.26 The pro- 
gramme was reported to produce a net social benefit, in 
particular an increase in educational attainment and 
reduced delinquency. However, it remains unknown 

which of the many particular elements in the programme 
accounted for the success. 

As a general conclusion, the outcomes of pro- 
grammes in this category can be considered as mixed. 
Unfortunately, as with other programme categories, the 
evaluations do not give much information about the 
importance of various differences in content for the 
results observed. In general, however, programmes that 
give disappointing results for unemployed youth may not 
be very different in content from training options availa- 
ble to other groups. The apparently successful Job Corps 
programme stands out as highly specialised vis-a-vis 
needs associated with the situation of its target group. 

In addition, it should be observed that the disap- 
pointing results come from countries with relatively high 
rates of educational attainment in general. Many young 
people who drop out of upper secondary education in 
these countries face relatively severe risks of social and 
economic marginalisation, and also tend to be difficult to 
motivate for training. 

6. Support of apprenticeship and related forms 
of general youth training 

Programmes under this heading are generally not 
targeted on unemployed youth: they are open to all who 
are interested. In other words, they constitute an altema- 
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tive to participation in general education, usually at the 
upper secondary level. Hence, in evaluating these pro- 
grammes, it may be most appropriate to consider them in 
the context of other educational choices open to 
teenagers. 

Only one study will be mentioned here: a three-year 
longitudinal survey of former participants in the Austra- 
lian Traineeship system, which offers training of the 
apprenticeship type for certain occupations outside tradi- 
tional apprentice crafts [Department of Employment, 
Education and Training (1991)].27 In each survey year, 
87 per cent of respondents had work; just over half of 
them continued to work with the training employers. No 
data for comparison groups were presented, but a possi- 
ble interpretation of the results is that the employment 
chances of Traineeship graduates may be comparable to 
those of youth with other kinds of education, e.g. high 
school graduates. 

7. Subsidies to regular employment in the private 
sector 

Many countries offer subsidies to employers who hire 
long-term unemployed persons and those from other spe- 
cial groups. As with other programme categories, it is 

useful to distinguish broadly targeted programmes from 
narrow ones; the latter tend to be smaller and usually 
entail more active involvement by employment officers. 
Table 2.10 covers two studies of broadly targeted pro- 
grammes that appear to have suffered from heavy dead- 
weight costs, and three studies of schemes with more 
narrow targeting. Two of the latter may have had greater 
impact, although comparison is difficult due to the vary- 
ing research approaches. 

The deadweight factor was estimated to account for 
over two-thirds of the participants in Ireland’s Employ- 
ment Incentive programme and Australia’s Jobstart 
programme.28 In other words, only about 30 per cent of 
the participants became employed as a result of these 
subsidies. In the Australian case, the impact was only 
21 per cent if the use of certain additional subsidies is 
excluded; even this figure may have overstated the 
impact, as there was a risk of selection bias in the 
eva lua t i~n .~~  

The Ireland study, based on employer interviews, also 
attempted to estimate the fraction of the impact that bene- 
fited participants only at the expense of other job-seekers. 
This substitution effect was put at 21 per cent of total 
participation. In addition, job losses in other enterprises 
resulting from displacement effects in product markets 

Table 2.10. Overview of studies: subsidies to regular employment in the private sector 

Programme name, feature 01 
function evaluated Main method 

Sample size 
T = treatment group 

C = control/comparison 
Key result Source, remarks 

Ireland 
Employment Incentive Employer interviews 

Australia 
Jobstart Participant and employer 

interviews; register data 
on other unemployed 
persons 

Recruitment subsidy for Employer interviews 
disabled workers 

Netherlands 
KRA/RAP: Recruitment Econometric analysis of 
subsidy for persons out of national placement data. 
work since over two years Employer interviews 

United States 
Targeted Jobs Tax Credit Experimental 

T: 400 firms 
C: None 

Workers: 
T: 1 100 
C: None 
Employers: 
T: 1 OOO 
C: None 

T: None 
C: 400 firms 

T: 1 300 
C: 700 

T: 1 000 
C: 800 

Deadweight: 70% 
Substitution: 2 I % 
Displacement: 4% 
“Net” effect 5% 

Breen & Halpin (1989) 

Deadweight: 67 to 79% Department of 
Employment, Education 
and Training (1989). 
Selection bias likely; low 
response rate 

Wage cost elasticity of 
employment: -0.2 to -0.3. 
Low awareness of scheme 
in small firms. 

Mangan (1988) 

Deadweight: Near 0%. 
Sum of deadweight and 
substitution: 76-89% 

de Koning er al. 1992 

Significant impact on first- 
year earnings. Then, 
impact only with relatively 
high subsidy 

Lorenz (1988) 
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were estimated at roughly 4 per cent of the participant 
number. Thus, of the total impact of 30 per cent, only 
about 5 percentage points were considered as a net 
increase in employment. 

Much lower deadweight but correspondingly higher 
substitution effects have been estimated for a more nar- 
rowly targeted recruitment subsidy in the Netherlands: 
the “regular job” variant of the “work insertion regula- 
tion” [with Dutch abbreviations, the RAP variant of 
KRA - see de Koning et al. (1992)l. This subsidy pro- 
motes the recruitment of persons who have been out of 
work for two years, or one year if they belong to ethnic 
minorities. To estimate deadweight, national statistics 
covering monthly placements in the programme were 
compared with recorded changes in the target population; 
the two variables were found to follow each other so 
closely that the deadweight was considered as insignifi- 
cant. However, interviews with a sample of employers 
suggested that only between 11 and 24 per cent of the 
new jobs were additional to what would have occurred 
without the programme. The difference between the two 
figures represented cases of partial substitution. In other 
words, at least 76 per cent of the jobs were a substitution 
effect, or the sum of substitution and whatever little 
deadweight there was. 

Evaluation of the United States’ Targeted Jobs Tax 
Credit, a programme to promote employment of disad- 
vantaged urban populations, was carried out by following 
the situation of participants for five years after hiring. At 
the time of the hirings studied (before 1985), the subsidy 
covered up to 50 per cent of eligible wages for two years. 
The impact on job earnings was found to be substantial 
during the first year, but less so in the second. Results for 
subsequent years suggested that the long-term impact 
depended on the size and duration of the subsidy; when it 
was low or of short duration, it did not encourage reten- 
tion sufficiently to have any long-term impact. 

It is also worth mentioning that some results regard- 
ing the Targeted Job Tax Credit have suggested a nega- 
tive impact on employment chances for targeted persons, 
perhaps resulting from a “stigmatising” effect of a 
voucher system used to characterise certain job-seekers 
as eligible [Burtless (1985)l. This was one of two ways 
in which the Credit could be administered; in other cases, 
the employers submitted applications for workers they 
had decided to hire. 

Mangan (1988), in a somewhat different approach, 
attempted to estimate the wage-cost elasticity of employ- 
ment for disadvantaged groups of workers. Employers 
were asked how their job offers would change if an 
existing recruitment subsidy for the disabled was 
increased. Regression analysis of the answers (with a 
62 per cent response rate) put the wage-cost elasticity of 
employment for disabled workers at -0.19 for firms with 
50 workers or more and -0.32 for smaller firms. Thus, 
smaller firms were more cost-sensitive. An increase in 
the subsidy could therefore have the greatest impact on 
small firms - assuming, however, that they could be 

informed about the programme, because it was found that 
many small employers did not know that the programme 
existed. 

To summarise the findings with regard to recruitment 
subsidies, the evidence suggests that deadweight costs 
often correspond to well over half of the total participa- 
tion in such programmes. Moreover, to the extent that 
recruitment subsidies have effects other than deadweight, 
a substantial proportion will probably involve substitu- 
tion and displacement. This may be acceptable if the 
policy objective is to redistribute opportunities to the 
targeted groups. The problem is then to determine if the 
target group can be effectively selected. Against this 
background, it may be most difficult to defend subsidy 
programmes with relatively broad targeting, e.g. for all 
jobless persons under a certain age. 

8. Support of unemployed persons starting 
enterprises 

The objective of this group of programmes is to cre- 
ate the highest possible number of viable jobs in newly 
started firms. In judging the effectiveness of these pro- 
grammes, it is important to consider both the impact on 
the number of persons starting firms - e.g. as a propor- 
tion of the unemployed - and the subsequent rate of 
survival and employment among the firms started. 

Table 2.11 shows six studies. Two, both American, 
were designed in part to shed light on the take-up poten- 
tial as a proportion of total unemployment. The other 
studies mainly attempted to estimate survival rates among 
the firms created and the net employment impacts. 

In demonstration projects in the States of Washington 
and Massachusetts, UI claimants - numbering 47 000 
and 26 000, respectively - were invited to information 
meetings on enterprise formation [Wandner (1992)l. A 
total of about 4 000 persons attended, 2 600 of which 
thereafter submitted applications. Of those found eligible, 
about half were randomly selected for treatment and the 
rest were used as control groups. In the end, the number 
of persons receiving support was 450 in Washington 
(60 per cent of the treatment group) and about 160 in 
Massachusetts. In Washington, the participants were paid 
a lump sum, while in Massachusetts they continued to 
receive UI benefits periodically. Attendance of training 
and counselling sessions was mandatory. 

The main conclusion from both demonstrations was 
that self-employment is of interest to a small subgroup of 
all UI claimants - perhaps 2 to 4 per cent - with some 
over-representation for men, persons aged 35-55, well- 
educated persons, professionals and those with technical 
skills. In Washington, total UI payments to participants 
(including lump sums) exceeded the UI payments paid to 
those in the control group. However, most participants 
pursued their business, and half of these received income 
above the “break-even” level. 

These estimates of the size of the potential clientele 
correspond roughly to the annual take-up recently 
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Table 2.1 1 .  Overview of studies: support of unemployed persons starting enterprises 

Sample size 
T = treatment group 

C = controlkomparison 
Main method Programme name, feature or 

function evaluated Key result Source, remarks 

United States 
Massachusetts demonstration Experimental 

Washington demonstration Experimental 

Australia 
New Enterprise Incentive Participant 

interviews 

Ireland 
Enterprise scheme Participant 

questionnaire 

United Kingdom 
Enterprise Allowance Participant 

questionnaire 

T: 160 
C: 160 

T: 800 Similar to above As above 
C: 800 

Possible take-up is low, but 
most participants stay on for 
some time 

Wandner et al. (1992) 

T: ca 250 
C: None 

T: 400 
C: None 

T: Unknown 
C: None 

Survival rates: 
One year: 42% 
Two years: 29% 

Survival rates: 
One year: 88% 
Two years: 60% 
Deadweight: 50% 
Displacement: 30% 
“Net” effect: 20% 

- or 34% 
including 
employees 

ten Brummelaar & Gatenby 
(1992). Low response rates. 

Breen & Halpin (1988) 

Survival rate: OECD (1989b) 
Three years: 65% of those 
completing one year on 
subsidy. “Net” effect including 
extra workers: 35% 

Denmark 
Enterprise startup grant Participant T: Unknown Deadweight: 2945% Hergelund et al. (1992) 

questionnaire 

recorded for some of the largest schemes of this kind, 
namely those in France, Spain and the United Kingdom.30 

OECD (1989b) reviewed some estimates of dead- 
weight and displacement effects that were based on inter- 
views with participants in schemes in Australia, Ireland 
and the United Kingdom. The sum of full and partial 
deadweight, i.e. including cases where start-ups merely 
occurred earlier than they would have without support, 
was put at about 40 per cent in Australia, 60 per cent in 
Ireland and over 70 per cent in the United Kingdom. The 
Irish study estimated displacement at about 60 per cent of 
the impact excluding deadweight, but this was based on 
several critical assumptions about the market situation. 
Combining the deadweight and displacement effects and 
using information on additional workers hired, the 
net job creation was in the order of 34 jobs per 
100 participants. 

The ambiguities involved in estimating the dead- 
weight effect on the basis of participant interviews were 
also illustrated by a recent evaluation in Denmark 
[Hergelund et al. (1992)l. Over half of the participants 
said they might have started their business regardless of 

the support. However, only 4 per cent said they had been 
determined to embark on self-employment before becom- 
ing unemployed; a vast majority apparently got the idea 
during unemployment. The Danish scheme, like several 
others, had a take-up of slightly over 2 per cent of the 
eligible unemployed; this corresponded to 13 per cent of 
all enterprise start-ups in the country. About half of the 
businesses started by participants survived for two years 
or more. 

Survival rates for the businesses started were also 
estimated in an Australian evaluation based on interviews 
with persons who had participated in a subsidy scheme 
during 1987 and 1988 [ten Brummelaar and 
Gatenby (1992)l. The proportion still operating was 
42 per cent after one year and 29 per cent after two years 
(assuming that non-respondents. about 50 per cent, had 
gone out of business). During the first year, the subsidy 
allowance was the main source of income for living 
expenses for 70 per cent of the participants. Even so, 
many participants created jobs in addition to their own: 
after two years they had on average 0.4 full-time and 
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0.6 part-time employees. Training did not seem to have 
any additional impact. 

The relatively large UK programme is estimated to 
have produced a significant effect on the total flow out of 
unemployment for participants out of work between six 
and twelve months [Jackman and Lehmann (199011. For 
other duration categories, however, no significant impact 
was recorded by this study, which examined data for the 
years 1979-88. 

It may be unrealistic to expect public employment 
service offices to maintain staff capable of managing a 
task as specialised as that of investigating the viability of 
individual investment projects prior to decisions. How- 
ever, the Washington evaluators suggested that such 
investigations need not be very detailed; they concluded 
that it was possible to rely essentially on self-screening 
by the applicants themselves, in combination with early 
counselling. 

9. Direct job creation (public and non-profit) 

Public work schemes for the unemployed have previ- 
ously accounted for large parts of labour market policy in 
OECD countries, but currently their role is generally 
modest. To some extent, their functions have been 
counter-cyclical, with attention focused on direct 
employment impacts during the programmes rather than 
afterwards. However, while during the 1980s many pro- 
grammes of this kind were scaled down or abolished, 
those remaining have been largely reserved for the long- 
term unemployed and other groups with relatively severe 
individual difficulties. In that context, the potential 
impact on job chances after participation has become an 
issue of greater interest. In some cases, however - nota- 
bly in Benelux countries - direct job creation has instead 
come to be used as a permanent “end station” for work- 
ers for whom no other solution appears possible. 

As with subsidies to the private sector, it is of interest 
to estimate deadweight, substitution and displacement 
 effect^.^' In the case of public works, however, such 
effects concern relationships within the public sector; 
they may be examined in studies of the administrative 
decision-making, as in a Netherlands study cited below. 
For some of the larger schemes in the category - those in 
Germany and Finland - it has been attempted, instead, to 
detect the impact net of deadweight directly from statis- 
tics covering the labour force in general (Table 2.12). 

The studies in Finland and Germany measured total 
flows out of unemployment. Eriksson (forthcoming) 
found that some employment impact could be attributed 
to municipal works resulting from Finland’s 1987 
Employment Act, which targeted adults unemployed for 
over a year and young people unemployed for three 
months. In general, the job creation scheme seemed to 
enhance flows out of unemployment, but it also led to 
some flow back into joblessness after participation. 

The German study [Bellmann and Lehmann (1990)l 
found that direct job creation (Arbeitsbeschaffungsmass- 
nahmen, ABM) was the only one of four programmes 
which led to a significant increase in the flow out of 
short-term unemployment during 1987 and 1988. There 
was no significant impact on long-term unemployment, 
however. Similar estimations with respect to the United 
Kingdom’s Community Programme [Jackman and Leh- 
mann (1990)l showed no significant impact on flows out 
of unemployment in any duration category. 

Small but significant effects on subsequent employ- 
ment were reported with respect to works for AFDC 
recipients in the United States3* In an experimental 
research design based on random assignment, treatment 
group members were called to work, and in most cases 
participation was compulsory. In addition to the reported 
small impact on subsequent employment, there was at 
times a positive effect on earnings and a fall in welfare 

Table 2.12. Overview of studies: direct job creation (public or non-profit) 

Programme name, feature or 
function evaluated Main method 

Sample size 
T=treatment group 

C=controVcomparison 
Key result Source. remarks 

Finland 
Municipal measures Econometric analysis of 
following the Employment 
Act 

German); 
ABM job creation 

labour market flows 

Econometric analysis of 
labour market flows 

Regional and national data Increased flow out of Eriksson (forthcoming) 
unemployment - and 
increased re-inflow 

National data Increased flow out of 
short-term but not long- (1990) 
term unemployment 

Jackman and Lehmann 

Netherlands 
Labour Pools Participant and workplace 

study 
T: 1 700 
C: None 

Deadweight and de Munnik (1992) 
substitution: 15 % 
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dependency. As costs were low, the net social benefits of 
the programme were positive.33 

Some forms of substitution effects were estimated for 
the Netherlands’ Labour Pool programme mainly on the 
basis of participant interviews [de Munnik (1992)l. In 
this scheme, offering permanent municipal work for 
long-term unemployed persons. about 15 per cent of the 
jobs were deemed to involve substitution in one form or 
another - including 6 percentage points resulting from 
evidently misleading information given in municipal 
budget documents that had formed the basis of the sub- 
sidy decisions. A further 15 per cent of the participants 
performed the same kinds of work as regular municipal 
personnel. 

In conclusion, positive employment results for 
targeted individuals after participation have been reported 
with respect to some specialised schemes designed for 
subgroups among the unemployed. However, for the 
larger public work schemes, where the immediate 
employment impact during the programme is generally 
considered the most essential effect, the few evaluation 
results reviewed here were inconclusive. 

strong inherent advantage because they are designed to 
remove identifiable obstacles faced by client groups 
whose employability is otherwise good. This apparently 
is the case with several measures to help adult women 
enter the labour market. In other cases, favourable results 
may be attributable to implementation features, e.g. how 
individuals are selected and assigned to particular 
options. It is possible, in some countries, that the more 
generally targeted schemes for the unemployed are 
implemented too much as a “right” to use certain financ- 
ing facilities, with too little screening of the labour mar- 
ket needs of each individual. 

Available evidence on substitution and displacement 
effects relating to non-participants is very limited. Some 
studies based on employer surveys, notably concerning 
broadly targeted recruitment subsidies to the private sec- 
tor, suggest that large parts of the gross impact may have 
been achieved only at the expense of other job-seekers. 
Little is known about the displacement effects that may 
take place in product markets or result from wage effects. 
It should be noted, however, that as the risks of substitu- 
tion and displacement grow, so does the case for more 
precise programme targeting. 

10. General observations regarding microeconomic 
impact studies 

E. CONCLUSIONS 
Some observations of a general nature have emerged. 

First of all, a number of programmes have been shown to 
make a difference: their former participants fare better in 
terms of employment and earnings than they would have 
done without the programmes. However, several pro- 
grammes apparently fail to produce any measurable 
impact. These results are averages which conceal indi- 
vidual differences within each programme. When several 
programmes of any given category are considered, the 
outcomes appear markedly uneven. 

Can success and failure be attributed to particular 
characteristics of the programmes? This question can 
only be considered in a tentative manner, given the low 
number of programmes hitherto evaluated. By and large, 
positive programme outcomes appear most likely when 
the targeting is relatively precise and programme activi- 
ties are designed to meet the needs of individuals or 
particular groups of individuals, rather than jobless peo- 
ple in general. Conversely, less favourable outcomes are 
reported for a number of programmes whose targeting is 
relatively broad. There are successful exceptions, but 
clearly the most disappointing results are concentrated 
among broadly targeted programmes. That pattern 
appears to exist both for active programmes in general 
and within specific programme categories, e.g. public 
employment services, training for unemployed adults and 
those at risk, and measures for unemployed and disad- 
vantaged youth. 

Of course, many factors can influence particular out- 
comes: the characteristics of the clientele, the programme 
design, etc. Certain programmes may benefit from a 

Active labour market policies are playing an increas- 
ingly important role in the economic strategy of Member 
countries. This comes partly from governments’ realisa- 
tion that unemployment has an important structural com- 
ponent which cannot be tackled by macroeconomic mea- 
sures alone. Active policies can improve macroeconomic 
performance while at the same time meeting equity 
objectives. They can reduce structural unemployment by 
facilitating the matching of workers to jobs and keeping 
the unemployed in contact with the labour market while 
at the same time improving their skills. Moreover, active 
programmes may be particularly appropriate instruments 
for improving the prospects of poorly qualified job-seek- 
ers and the long-term unemployed. However, active poli- 
cies are not without costs, and they need to be effective 
in order to justify the large public spending on them. 

The chapter has used available data and studies to 
analyse the possible effects of active programmes on 
employment and wages, both at the macroeconomic level 
and for participants. The macroeconomic analysis lends 
some support to the view that active programmes 
strengthen the relationship between job creation and out- 
put growth. In addition, there is some evidence that 
higher expenditures on active programmes may facilitate 
wage moderation, thereby stimulating labour demand. 
However, these latter results are not very robust and 
other studies have come to the opposite conclusion. Like- 
wise, microeconomic studies of impact evaluations, 
though confined to only a few countries, suggest that a 
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number of programmes have had a significant impact on 
improving employment prospects and earnings for pro- 
gramme participants. Again, though, the results are 
mixed, and there are several examples of programmes 
which seem to have had little impact. 

An important finding of the chapter is that for active 
programmes to be effective, certain conditions regarding 
their design must be met. Both macroeconomic analysis 
and microeconomic studies highlight the importance of 
programme design features. Positive outcomes have been 
attributed to programmes with relatively precise target- 
ing, perhaps because these programmes on average tend 
to be associated with more careful assessment of individ- 
ual needs. For example, training programmes designed to 
overcome obstacles faced by women re-entering the 

labour market appear to be especially effective. Also, job 
search assistance is more useful when it is organised as a 
mandatory component of the unemployment benefits sys- 
tem. On the other hand, some of the most broadly 
targeted programmes have been less effective. These 
results are supported by the econometric finding that pro- 
grammes are more likely to produce wage moderation 
when they involve a relatively small number of partici- 
pants and provide relatively generous financing. 

In sum, active programmes, if well targeted, can be 
effective in addressing structural unemployment. How- 
ever, programmes which are too broadly defined are 
likely to yield disappointing results. Finally, further 
research is needed in order to identify more clearly how 
programme design can be improved. 

NOTES 

1. In this section, programme categories have been regrouped 
under five main headings: public employment services and 
administration, labour market training, suhsidised employ- 
ment, direct job creation, and youth measures. Expendi- 
tures on programmes to assist the disabled are not taken 
into account. For details of programmes for the disabled, 
see Annex 2.B. 

2. If the curve is drawn with open unemployment only on the 
horizontal axis, as is conventionally the case, i t  follows that 
an expansion of labour market training will shift the curve 
inwards for purely arithmetical reasons - because some 
openly unemployed persons are transferred to pro- 
grammes - even if the aggregate matching probability 
remains unchanged. Only if the curve shifts more to the left 
than the increase of programme participation can one infer 
that the efficiency of matching has improved. A simpler 
illustration is to add open unemployment and programme 
participation (as in Chart 2.6, panel A), in which case an 
inward shift of the curve does indeed correspond to more 
efficient matching. 

3. The model assumes that differences in employment growth 
across countries are due to differences in explanatory vari- 
ables, and therefore that the response parameters are the 
same for all countries. If this is not the case, as one esti- 
mated parameter is the average of individual response 
parameters, the result of a zero average response may be 
caused by individual responses cancelling out one another. 

4. A more detailed description of estimation results is 
presented in Alba and Torres (forthcoming). 

5. Several problems arise when the constraint is relaxed. 
First, the number of degrees of freedom drops considera- 
bly, making the results more difficult to interpret. Second, 
the sign of the coefficients attached to the unemployment 
variables becomes implausible for a number of countries 
(i.e. unemployment appears to increase wages). This is 
probably due to simultaneity problems. 

6. The data for these three countries have been obtained from 
Schmid et al. (1992). They provide data only for the period 
1973-88. 

7. Some of the studies reviewed have also attempted to com- 
pare costs and benefits, but such results will not be consid- 
ered here. 

8. The debate on evaluation methods was analysed in 
OECD (1991). Useful overviews are also found in Bjork- 
lund (1991), Manski and Garfinkel (1992), Schnellhaass 
and Schubert (1992) and Blaschke et al. (1992). 

9. In 1986, according to Gueron (1990, p. 87), programmes of 
this kind were operated in most states and covered areas 
with perhaps one-third of the AFDC caseload. Greenberg 
and Wiseman (1992, p. 25) reviewed 19 available evalua- 
tions, including ten experiments by the Manpower Demon- 
stration Research Corporation which involved about 
40 000 people. 

10. Regarding lone mothers, the impact appears greatest for 
relatively new clients with little or no recent work experi- 
ence. The programmes seem to have been less useful for 
clients with recent work experience, perhaps because these 
could seek jobs as effectively without help, and for many 
long-term welfare recipients [Gueron (1990, p. 94)]. 

1 I .  The proportion of persons employed before attending the 
programme was 4 per cent in the treatment group while it 
was 18 per cent in the comparison group; it was about 
30 per cent in both groups after the programme. The evalu- 
ation by the Institute for Policy Research, Leyden, was 
summarised in Bouman (1992). 

12. See the 1992 Employment Outlook, Chapter 3, which 
analysed the PES organisation in four countries from such 
a perspective. 

13. Compared with a previous office structure with three coun- 
sellor categories - New Client Adviser, Claimant Adviser 
and Restart Counsellor - performance improved when the 
two latter were merged into one. However, merging all 
three categories including New Claimant Advisers was 
found less useful. 

14. In a reform package called “Revitalization”, partly imple- 
mented before the evaluation, Canada’s PES introduced 
initial Service Needs Determination interviews as a stan- 
dard procedure combined with more self-service and sirn- 
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plified registration. The evaluators noted that the vacancy- 
filling performance improved in offices where this reform 
was fully applied. 

15. The training part of this demonstration project was 
organised under Title 111 of the JTPA, which covers mea- 
sures for displaced workers. It is possible that the 
unfavourable results were attributable in part to a relative 
absence of training courses suitable for displaced workers, 
a group usually accounting for a modest part of JTPA 
programme activity. 

16. The comparison groups consisted of unemployed persons 
who did not undergo training, having certain matched char- 
acteristics. The uncertainty may be greatest in the Norwe- 
gian studies, which only controlled for a few background 
variables. In the Swedish study, certain problems may have 
been associated with the representation of several back- 
ground variables as dummies [Axelsson (1992, p. 104)]. 

Another study of the Swedish training programme, using 
longitudinal earnings data, found a negative impact on 
earnings [Anderson (1993)l. This study, too, suffered 
from uncertainty with regard to model specifications. 

17. Faschingbauer et al. (1990) concluded, on the basis of 
interviews with persons trained for engineering occupa- 
tions in Styria, that their employment chances were no 
better than the average for non-participant unemployed 
persons, in spite of evidence that programme managers in 
Styria tried to enroll persons likely to get jobs. But 
Zweimiiller and Winter-Ebmer (1991), taking a national 
sample and using econometric measures to control certain 
types of bias, suggest that the Austrian training scheme in 
general was used mostly for persons with poor job chances, 
and that it helped bring these chances up to the average for 
all unemployed persons. 

18. One of these variants, called “Indirect Purchase”, offered 
short courses and often led to employment with firms that 
sponsored the training; the other variant, “Direct 
Purchase”, consisted of somewhat longer courses with less 
involvement of employers. 

19. The impact estimates cannot be used to compare training 
types, because the relevant treatment groups were com- 
pared with different control groups. All persons involved 
were first assigned to suitable training types, and thereafter 
randomly distributed between treatment and control. 

A third training category, referred to as “other services”, 
was also included. It appeared to have less impact, but is 
not considered here as its training content was less well 
defined and often not very great. 

20. The earnings impact estimates may be biased in different 
directions for the two types of training, because they con- 
stitute averages of six quarters of which the first was partly 
filled by the training itself. The training was remunerated 
for on-the-job trainees but not for classroom trainees; 
hence, the averages for the whole period probably overstate 
the post-programme impact for on-the-job trainees and 
understate them for classroom trainees. In any case, the 
impact was significant towards the end of the period fol- 
lowing either type of training. 

21. Regarding Job Development, see Goss, Gilroy & Associ- 
ates Ltd. (1989); for Job Entry, see Abt Associates of 
Canada (1989). 

22. 

23. 

24. 

25. 

26. 

21. 

28. 

29. 

30. 

31. 

32. 

33. 

The Severely Employment Disadvantaged option, offering 
community-based employment for a clientele with many 
young adults, was found to increase job chances for males 
and females, although it did not increase average wages for 
persons who had work before. The Individually Subsidized 
Jobs option, with private-sector activities for participants 
who were often disabled, appeared to increase employment 
chances for men but not for women; but in this case, 
working hours and earnings were enhanced for both 
genders. 
Several studies prepared for the Department of Health and 
Human Services by Mathematica Policy Research were 
discussed by Haveman and Hollister in Bjorklund (1991, 

The “Direct Purchase” option, which may form part of 
several different programmes. 
The Canadian apprenticeship system is used mainly to train 
workers already in employment, rather than new hires; the 
average age of participants in recent years has been about 
24 years. Its economic and social functions can therefore 
not be directly compared to the apprenticeships known in 
Europe, which usually enrol school-leavers aged 
16-18 years, and so tend to be considered as a form of or 
alternative to upper secondary education. 
This study was discussed by Haveman and Hollister in 
Bjorklund (1991). 
As a sample of 2 100 persons trained in 1988 was surveyed 
in subsequent years, response rates fell gradually. In 1991, 
it was only about 800. 
See Breen and Halpin (1989) and the Department of 
Employment, Education and Training (1989). 
PES officers were instructed to select persons who were 
“job ready with assistance” for participation in Johstart. 
OECD (1989b) noted that the annual numbers of business 
start-ups supported (a flow measure) during the late 1980s, 
expressed as a proportion of the stock of unemployment, 
were about 2.5 per cent in France and 4.5 per cent in the 
United Kingdom. The proportions have since fallen with 
rising unemployment. A scheme in Spain targeting insur- 
ance benefit recipients - only some 30 per cent of the 
unemployed - was used by 17 per cent of those eligible. 
In direct job creation, as distinct from subsidies to the 
private sector, the authorities presumably control not only 
the selection of workers hut also the job slots as such. This 
should reduce the risk of deadweight, substitution and dis- 
placement; however, the degree of effective control hy the 
employment agency is usually less than complete, as the 
implementation is often entrusted to bodies dominated by 
local interests. In several countries, policy attempts to con- 
trol at least the deadweight element are reflected in regula- 
tions requiring that the jobs be “additional”. 
A Manpower Demonstration Research Corporation 
(MDRC) study (Gueron, Work initiatives f o r  welfare recip- 
ients, New York, 1986) quoted in Bjorklund (1991). 
This study also illustrates the risks associated with reliance 
on anything other than genuine impact evaluations: 
although significant, most impacts were only in the order 
of 1 per cent - much less than the gross changes observed 
for both treatment and control groups. 

p. 51). 
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Annex 2.A 

ACTIVE LABOUR MARKET POLICIES AND THE UNEMPLOYMENT RATE 

There is limited empirical research on the macroeconomic 
effects of active labour market policies on employment and 
unemployment. This annex considers one interesting attempt 
made by Layard, Nickell and Jackman (1991) to estimate the 
impact of active programme expenditure on unemployment in 
19 OECD countries. The authors find a positive effect. 

Table 2.A.1 shows their results and those obtained from 
alternative specifications of the same model. Column 1 of 
Table 2.A. 1 contains the estimates regressing the average 
unemployment rate over the period 1983-88 on active labour 
market spending and other independent variables. Labour mar- 
ket spending is measured as average expenditure on active 
programmes (placement, training, subsidies and job creation) 
per unemployed person as a percentage of output per person 
over the period 1983-88. This variable has a negative and 
significant coefficient. 

The variable employer co-ordination takes the values 1, 2 or 
3, depending on the degree of formal and informal co-ordina- 
tion for the purpose of bargaining. It is clear that this variable 
has a very narrow range across countries. Its values also depend 
on subjective judgements as to the ranking of countries. Results 
from an alternative specification, i.e. when the employer co- 
ordination variable is excluded, are shown in column 2. While 
the coefficient for the active labour market policy variable 
remains negative, it becomes insignificant at the 5 per cent 

level, suggesting that the co-ordination variable should be better 
specified. Column 3 provides results based on an alternative 
specification of the active programme spending variable. The 
definition of active programmes used by Layard, Nickell and 
Jackman - active programme expenditures as a percentage of 
GDP divided by unemployment as a proportion of the popula- 
tion - is unsatisfactory because by construction it is negatively 
correlated with the dependent variable. The reason is that the 
unemployment/population ratio is highly correlated with the 
unemployment rate and appears in the denominator of the inde- 
pendent variable. The negative relationship found between the 
unemployment rate and active labour market spending may 
therefore be spurious. To avoid this problem, it is possible to 
use active programme spending divided by the average wage 
times the labour force, the same measure used in Section C. No 
significant relationship was found with this specification, even 
when the employer co-ordination variable was retained in the 
set of independent variables. Different specifications of the 
unemployment equation were tried without noticeable results. 

Other authors have used the unemployment equation meth- 
odology to estimate Beveridge curves for selected OECD coun- 
tries [Jackman, Pissarides and Savouri (1990)l. They found that 
the level of expenditure per unemployed worker had significant 
effects on the unemployment rate. However, their results may 
suffer from the same problems that have just been discussed. 

Table 2.A. 1. Layard-Nickell-Jackman regression to explain unemployment and some alternative specificationso 

(t-statistics in parentheses) 

Equation 1 Equation 2 Equation 3 

Active expenditure/ wage x labour force 
(average 1985-1988) -0.41 (0.4) 

Coverage 2.45 (2.4) 0.92 (0.4) 2.56 (2.0) 
-2.00 (2.5) 

Employer coordination -4.28 (7.0) -4.49 (6.2) 
1.01 (2.6) Benefit duration 0.92 (2.9) 1.51 (2.3) 

Replacement ratio 0.17 (7.1) 0.08 (1.8) 0.16 (5.8) 
Change in inflation (1982-1988) -0.35 (2.8) -0.56 (2.1) -0.39 (2.5) 
Constant 0.24 (0.1) 3.30 (0.8) 0.75 (0.3) 
R2 0.94 0.70 0.91 
Number of observations 20 20 20 

Spending on active labour market measures -0.13 (2.3) -0.18 (1.5) 

Union coordination -1.42 (2.0) -3.31 (2.3) 

a)  The dependent variable is the average unemployment rate (1983-1988). For more details, see Layard, R., Nickell, S. and Jackman, R. (19911, Unemployment: 
Macroeconomic Pelformance and the Labour Market, Oxford University Press. See in particular the following pages: 51-52, 55, 418-419, 514-515. 

b )  Expenditure on active programmes for unemployed people (placement, training, subsidies, job creation) per unemployed person as a percentage of output per person. 
Average 1983-1988. 

Source: OECD estimates 
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Annex 2.B 

PUBLIC EXPENDITURE AND NEW PARTICIPANTS 
IN LABOUR MARKET PROGRAMMES 

This annex contains two sets of tables covering OECD 
countries (2.B.1) and Eastern and Central Europe (2.B.2). They 
show public spending on labour market programmes as percent- 
ages of each country’s Gross Domestic Product and - concern- 
ing active programmes - the annual inflows of participants as 
percentages of the labour force. Programmes have been classi- 
fied according to the definitions below; the totals have also been 
split up according to the nature of the main policy objectives. 
The figures generally refer to 1990 and the latest year for which 
data are available. 

DEFINITIONS OF THE STANDARDIZED CATEGORIES 
AND SUB-CATEGORIES OF PROGRAMMES 

Active programmes 

1. Public employment services and administration 

The following services are included: placement, counselling 
and vocational guidance; job-search courses and related forms 
of intensified counselling for persons with difficulties in finding 
employment; support of geographic mobility and similar costs 
in connection with job-search and placement. In addition, all 
administration costs of labour market agencies (at central and 
decentralised levels), including unemployment benefit agencies 
(even if these are separate institutions) as well as administrative 
costs of other labour market programmes are included. 

2. Labour market training 

Training measures undertaken for reasons of lahour market 
policy, other than special programmes for youth and the dis- 
abled. Expenditures include both course costs and subsistence 
allowances to trainees, when these are paid. Subsidies to 
employers for enterprise training are also included, hut not 
employers’ own expenses. 

a)  Training for unemployed adults and those at risk 

Programmes aimed mainly, though not exclusively, at the 
unemployed and those at risk of losing their jobs, or other 
disadvantaged groups such as the poor (especially in the United 
States). Mostly in training centres, but often also in enterprises. 

Most frequently, grants to enterprises for staff training in 
general. 

3. Youth measures 

Including only special programmes for youth in transition 
from school to work. Thus it does not cover young people’s 
participation in programmes that are open to adults as well. 

a) Measures for unemployed and disadvantaged youth 
Remedial education, training or work experience for disad- 

vantaged youth to facilitate transition from school to work. The 
principal target group usually consists of those who do not 
follow regular upper secondary or vocational education and are 
unsuccessful in finding jobs. 

youth training 
6 )  Support of apprenticeship and related forms of general 

Covers many forms of training and work experience in 
enterprises for young people. Access is not restricted to persons 
with employment problems. 

4. Subsidised employment 

Targeted measures to promote or provide employment for 
unemployed persons and groups (other than youth or the dis- 
abled) specified as lahour market policy priorities. 

a) Subsidies to regular employment in the private sector 
Wage subsidies for the recruitment of targeted workers or, 

in some cases, for continued employment of persons whose 
jobs are at risk. Grants aiming primarily to cover enterprises’ 
capital costs are not included, nor are general employment 
subsidies or subsidies paid for all workers in certain regions. 

b) Support of unemployed persons starting enterprises 
The support can consist of unemployment benefits or spe- 

c)  Direct job creation (public or non-profit) 
Temporary work and, in some cases, regular jobs in the 

public sector or in non-profit organisations, offered to unem- 
ployed persons. 

5. Measures for the disabled 

cial grants. 

Only special programmes for the disabled are included. The 
category does not cover the total policy effort in support of the 
disabled. 

b) Training for employed adults 

Training supported for reasons of labour market policy 
other than the need to help the unemployed and those at risk. 
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a )  Vocational rehabilitation 
Ability testing, work adjustment measures and training 

other than ordinary labour market training. 

b)  Work for the disabled 
Sheltered work and subsidies to regular employment. 

“Passive” or income maintenance programmes 

6. Unemployment compensation 

All forms of cash benefit to compensate for unemployment, 
except early retirement. In addition to unemployment insurance 
and assistance, this covers publicly funded redundancy pay- 

ments, compensation to workers whose employers go bankrupt, 
and special support of various groups such as construction 
workers laid off during bad weather. 

7. Early retirement for labour market reasons 

Only special schemes in which workers receive retirement 
pensions because they are out of work or otherwise for reasons 
of labour market policy. Disability pensions are not included. 
These programme expenditures depend largely on the extent to 
which early pensions are subsidised rather than funded within 
regular pension plans, e.g. by actuarially calculated reductions 
of the amounts paid. 
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Australia 

Programme categories 

Austria Belgium Canada I Participant I 
Public expenditures Participant inflows Public expenditures inflows as Public expenditures Participant inflows 

1990 

as percentages as percentages of as percentages as percentages as percentages of 
the labour force of GDP the labour force of GDP of the labour of GDP 

1990 1991 1990 1991 - 
1. 

1.3 

1.3 
- 

0.2 

2. 

0.18 0.19 

0.14 0.14 1.9 1.8 

0.13 0.14 1.9 1.8 
- - - - 

- - - - 3. 

- 

0.5 

0.4 

4. 

- - - - 

0.58 0.55 3.1 3.2 

0.04 0.05 0.5 0.5 

5. 

0.1 

0.5 
0.4 
0.1 

6. 

7. 

0.54 0.50 2.6 2.6 

0.16 0.16 
0.05 0.06 
0.11 0.10 

1.96 2.07 

0.75 0.75 

1990-91 1991-92 

1.38 2.09 
Active measures (1-5) 0.27 0.34 

“Mobilising labour supply” 
(2a, 3a, 4a-h 5a) 0.12 0.18 

“Non-targeted training” (2b, 36) 0.04 0.04 
“Work as a social objective” 

(4c, 5b) 0.02 0.03 
1.11 1.75 

TOTAL 

Passive measures (6-7) 

Public employment services and 
administration 

Labour market training 
a )  Training for unemployed adults 

and those at risk 
6)  Training for employed adults 

Youth measures 
a )  Measures for employed and 

disadvantaged youth 
b) Support of apprenticeship and 

related forms of general youth 
training 

Subsidised employment 
a )  Subsidies to regular 

employment in the private 
sector 

b) Support of unemployed persons 
starting enterprises 

c)  Direct job creation (public or 
non-profit) 

Measures for the disabled 
a )  Vocational rehabilitation 
b) Work for the disabled 

Unemployment compensation 

Early retirement for labour 
market reasons 

1.29 1.46 3.78 3.87 
0.31 0.30 1.07 1.04 

2.5 3.6 0.15 0.14 2.3 0.24 0.25 
0.7 0.8 - - - - - - - 

0.05 0.03 0.2 0.64 0.61 
0.97 1.16 2.71 2.82 

- - 

0.09 0.09 

0.07 0.10 

0.07 0.10 
- - 

0.04 0.04 

0.04 0.04 

0.03 0.07 

0.03 0.05 

0.01 0.01 

- 0.01 

0.04 0.04 
0.02 0.02 
0.02 0.02 

1.11 1.75 

1990-91 1991-92 

1.9 2.8 

1.9 2.7 
- - 

0.7 0.8 

0.7 0.8 

0.5 0.8 

0.5 0.7 

0.1 0.1 
0.1 0.1 
- - 

1990 1992 I 

0.11 0.12 

0.10 0.09 

0.10 0.09 

0.01 0.01 

0.01 0.01 

- - 

- - 

0.05 0.03 

0.02 0.02 

- 

0.03 0.01 - I  
0.05 0.05 
0.03 0.03 
0.02 0.02 

0.86 1.09 

0.11 0.08 

o‘2 I - 

- I -  - I -  - 

Public expenditures 
as percentages 

of GDP 

1990-91 1992-93 

0.23 0.22 

0.27 0.42 

0.23 0.40 
0.04 0.02 

0.02 0.02 

0.02 0.02 

- - 

0.02 0.02 

0.02 0.02 
- - 
- - 
- - 

1.92 2.28 

- - 

2.46 2.96 
0.54 0.68 

0.25 0.43 
0.04 0.02 

0.02 0.02 
1.92 2.28 

Participant inflows 
as percentages of 
the labour force 

1990-91 1992-93 

2.0 2.1 

1.2 2.0 
0.7 0.1 

0.5 0.4 

0.5 0.4 

- - 

0.1 0.2 

1.8 2.4 
0.7 0. I 

0.1 0.2 



Table 2.B.1. Public expenditure and participant inflows in labour market programmes in OECD countries (Cont.) 

Finland 

Public expenditures Participant inflows 
as percentages as percentages of 

of GDP the labour force 
Programme categories 

France 

Public expenditures Participant inflows 
as percentages as percentages of 

of GDP the labour force 

__ 

1. 

1990 1991 

2. 

1990 1991 1990 1992 

3. 

0.14 0.14 

0.07 0.11 4. 

2 

2.0 1.8 0.01 0.01 

1.0 1.2 0.17 0.52 

5. 

0.56 0.47 

2.66 2.82 
0.80 0.88 

0.41 0.45 
0.19 0.20 

0.07 0.10 
1.87 1.94 

6. 

7. 
0.02 0.49 

2.14 3.46 
1.04 1.64 

.. 0.58 0.83 
0.04 0.04 .. 

.. 0.20 0.53 
1.11 1.81 

Denmark 

of GDP the labour force 

2.11 5.52 
0.98 1.76 

0.35 0.76 
0.04 0.03 

0.48 0.81 
1.13 3.77 

2.6 5.0 
0.1 0.2 

2.5 3.6 

of GDP the labour force 

1990 1992 

Public employment services and 
administration 

Labour market training 
a )  Training for unemployed adults 

and those at risk 
b) Training for employed adults 

Youth measures 
a)  Measures for unemployed and 

disadvantaged youth 
b) Support of apprenticeship and 

related forms of general youth 
training 

Subsidised employment 
a)  Subsidies to regular 

employment in the private 
sector 

b) Support of unemployed persons 
starting enterprises 

c)  Direct job creation (public or 
non-profit) 

Measures for the disabled 
a)  Vocational rehabilitation 
b) Work for the disabled 

Unemployment compensation 

Early retirement for labour 
market reasons 

0.09 0.11 

0.27 0.40 

0.17 0.27 
0.11 0.13 

0.26 0.26 

0.26 0.26 

- - 

0.30 0.39 

0.24 0.28 

0.07 0.11 

0.34 0.40 
0.20 0.27 
0.13 0.14 

3.17 3.69 

1.21 1.28 

TOTAL 5.64 6.53 
Active measures (1-5) 1.26 1.56 

“Mobilising labour supply” 
(2a, 3a, 4a-b, 5a) 0.93 1.19 

“Non-targeted training” (2b, 3h) 0.11 0.13 
“Work us a social objective” 

( 4 ~  5b) 0.13 0.14 
Passive measures (6-7) 4.38 4.97 

1990 1991 

6.1 6.6 

0.7 0.7 
5.4 5.9 

1.6 1.7 

1.6 1.7 

- - 

1.7 2.1 

1.6 1.9 

0.2 0.2 

2.1 2.1 
1.6 1.5 
0.5 0.6 

1990 1992 

0.11 0.16 

0.24 0.44 

0.24 0.44 

0.05 0.05 

- - 

0.01 0.02 

0.04 0.03 

0.45 0.93 

0.04 0.20 

0.01 0.03 

0.39 0.70 

0.13 0.17 
0.04 0.07 
0.09 0.10 

0.63 3.32 

0.50 0.45 

1990 1992 

1.4 2.6 

1.4 2.6 
- - 

0.2 0.4 

0.1 0.3 

0.1 0.2 

2.9 4.9 

0.4 1.2 

0.1 0.2 

2.5 3.5 

0.6 0.7 
0.6 0.7 
- - 

5.6 6.1 
5.4 5.9 

0.5 0.6 

0.13 0.13 

0.33 0.35 

0.28 0.29 
0.05 0.06 

0.21 0.23 

0.08 0.09 

3.0 2.8 

1.0 1.1 

0.22 0.24 

0.38 0.59 

0.35 0.56 
0.03 0.03 

0.04 0.06 

0.03 0.05 

0.03 0.05 

0.02 0.02 

0.01 0.04 

0.06 0.06 

0.06 0.06 

1.31 1.46 

- - 

0.5 0.4 

0.2 0.2 

0.3 0.7 

0.06 0.07 

- - 

0.10 0.44 

0.23 0.24 
0.13 0.15 
0.10 0.09 

1.09 1.32 

1990 1992 

2.5 3.3 

1.9 2.8 
0.6 0.5 

0.6 

0.4 

0.2 0.2 

0.4 1.5 

0.1 0.2 

- 0.1 

0.3 1.3 

0.3 0.3 
0.3 0.3 

2.8 
0.8 0.7 

.. Data not available. 
- 

a )  For 1990, Western Germany; for 1992, all of Germany. 
Nil or less than half of the last digit used. 



Table 2.B. 1 .  Public expenditure and participant inflows in labour market programmes in OECD countries (Cont.) 

Public expenditures 
as percentages 

of GDP 
Programme categories 

Participant inflows Public expenditures expQKres Public expenditures 
as percentages of as percentages 
the labour force of GDP as percentages as percentages I ofGD!? ! 

Greece I Ireland I Italy 1 Japan I Luxembourg 

1990 1992 

Public expenditures 

1990 1992 1990 1991 1990 1991 1990 1991 1990-91 1990 1991 

as percentages 
of GDP 

0.13 0.14 

0.49 0.49 

0.33 0.32 
0.16 0.17 

0.46 0.44 

0.28 0.30 

0.18 0.15 

0.28 0.29 

0.02 0.01 

0.02 0.02 

0.24 0.26 

0.14 0.14 
0.14 0.14 
- - 

2.83 2.89 

0.05 - 

4.39 4.40 
1.51 1.51 

0.79 0.79 
0.34 0.32 

0.24 0.26 
2.88 2.89 

Participant inflows 
as percentages of 
the labour force 

0.02 

2.5 3.4 0.03 

0.7 1.6 - 
1.8 1.8 0.03 

2.9 3.1 - 

2.2 2.4 - 

0.7 0.7 - 

1.3 1.5 0.07 

0.2 0.2 0.06 

0.2 0.1 

0.9 1.2 

- - 0.01 
- - 0.01 
- - - 

0.55 0.60 0.32 

0.29 0.27 - 

0.45 
0.13 

3.3 4.3 0.07 
2.5 2.5 0.03 

0.9 1.2 - 

0.84 0.88 0.32 

1. Public employment services and 

2. Labour market training 

administration 

a )  Training for unemployed adults 

b)  Training for employed adults 
and those at risk 

3. Youth measures 
a )  Measures for unemployed and 

disadvantaged youth 
b) Support of apprenticeship and 

related forms of general youth 
training 

4. Subsidised employment 
a)  Subsidies to regular 

employment in the private 
sector 

b) Support of unemployed persons 
starting enterprises 

c )  Direct job creation (public or 
non-profit) 

5. Measures for the disabled 
a)  Vocational rehabilitation 
6 )  Work for the disabled 

6. Unemployment compensation 

7. Early retirement for labour market 
reasons 

TOTAL 
Active measures (1-5) 

(2a, 3a, 4a-b, 5a) 
“Mobilising labour supply” 

“Non-targeted training” (2b, 36) 
“Work as a social objective” 

(4c, 5b) 
Passive measures (6-7) 

._ Data not available. 
- Nil or less than half of the last digit used. 

0.08 0.07 

0.24 0.18 

0.05 0.05 
0.19 0.13 

0.03 0.03 

0.03 0.03 

0.14 0.09 

0.07 0.06 

0.06 0.03 

0.01 - 

0.01 0.01 
0.01 0.01 
- - 

0.43 0.79 

- - 

0.93 1.18 
0.50 0.39 

0.19 0.14 
0.23 0.16 

0.01 - 

0.43 0.79 

1.0 1.3 

0.1 0.2 
0.9 1.1 

0.3 0.3 

0.3 0.3 

1.0 0.5 

0.7 0.3 

0.2 0.2 

1.1 0.7 
1.2 1.4 

0.1 - 

0.03 0.04 

0.01 0.02 

0.01 0.02 
- - 

0.12 0.11 

0.06 0.06 

0.06 0.05 

0.06 0.02 

0.04 0.01 

0.02 0.01 

0.13 0.10 
0.01 0.01 
0.12 0.09 

0.17 0.25 

0.56 0.52 

1.09 1.04 
0.36 0.28 

0.12 0.09 
0.06 0.05 

0.14 0.10 
0.73 0.16 



Table 2.B. 1. Public expenditure and participant inflows in labour market programmes in OECD countries (Cont.) 

Public 
expenditures 

as percentages 
of GDP 

Netherlands I New Zealand I Norwav I Portugal I Spain 

Participant Participant 

inflows expenditures as percentages expenditures inflows inflows expenditures as percentages expenditures 
Participant Public inflows Public Participant Public Participant Public inflows 

the labour force of GDP the labour of GDP the labour force of GDP the labour force of GDP the labour 
as percentages of as percentages of as percentages as percentages of as percentages as percentages of as percentages of 

force force 

1.7 1.9 
0.8 0.6 

0.2 0.3 

Programme categories 

1990-9 1 199 1 -92 

0.16 0.14 

0.39 0.38 

0.39 0.38 

0.03 0.03 

0.02 0.02 

- - 

0.01 0.01 

0.19 0.14 

0.07 0.05 

0.04 0.06 

0.08 0.03 

0.06 0.05 
0.02 0.01 
0.04 0.04 

1.90 1.95 

- - 

2.73 2.68 
0.83 0.74 

0.54 0.51 
0.01 0.01 

0.12 0.07 
1.90 1.95 

1990 1990 1992 1992 1990 1992 1990 1992 

2.0 6.2 

0.1 0.2 
1.9 6.0 

2.7 2.7 

1.8 1.2 

0.8 1.6 

1990-91 

0.13 0.11 

0.10 0.08 

0.07 0.06 
0.03 0.03 

0.07 0.06 

0.07 0.06 

- - 

1990 1992 

1.0 0.4 

- 0.1 

1990 1992 

0.45 0.32 

0.14 0.13 

1990 1992 

0.5 0.2 

0.4 0.1 

1990 

0.19 0.12 

0.12 0.07 

0.1 0.2 
0.1 0.2 
- - 

- - 
- - 
- - 

2.42 3.07 

1. Public employment services and 
administration 0.09 0.15 

0.19 

0.11 0.09 

0.14 0.30 

0.14 0.14 

0.36 0.36 2. Labour market training 
a )  Training for unemployed adults 

h) Training for employed adults 
and those at risk 

3. Youth measures 
a )  Measures for unemployed and 

disadvantaged youth 
h)  Support of apprenticeship and 

related forms of general youth 
training 

4. Subsidised employment 
a) Subsidies to regular 

employment in the private 
sector 

b) Support of unemployed persons 
starting enterprises 

c )  Direct job creation (public or 
non-profit) 

5. Measures for the disabled 
a) Vocational rehabilitation 
b) Work for the disabled 

0.21 1.4 1.6 5.1 2.7 3.1 

2.7 3.1 
- - 

1.2 

0.20 

0.07 

- 
0.36 0.36 

0.13 0.14 

- - 
0.19 
- 

0.07 

1.4 1.6 
- - 

0.9 0.7 

5.1 

0.3 

- 
0.01 0.05 
0.13 0.25 

0.25 0.38 

0.8 
0.4 

0.7 

0.0 1 0.02 0.1 0.2 0.13 0.14 0.09 0.10 0.7 

0.05 

0.05 

0.04 

0.11 

0.8 0.6 

0.3 0.4 

0.3 

1.6 

0.16 0.29 

0.07 0.04 

- - 

0.18 0.26 

- 

5.4 
I 

0.03 0.03 0.2 0.2 1.2 

0.1 

0.3 

0.03 0.04 0.02 0.01 

0.02 0.02 

0.03 0.01 

0.06 0.05 
0.06 0.05 

0.31 0.59 

- - 

3.5 

0.5 

1.4 

I 

0.02 

0.63 

0.09 

0.60 

0.1 0.2 

0.1 0.1 

0.15 0.22 

0.20 0.24 
0.02 0.02 
0.19 0.22 

1.17 1.51 

I 

1.6 - 

0.63 
- 

0.60 
- - 

0.1 0.1 

6. Unemployment compensation 2.17 

7. Early retirement for labour 
market reasons - 0.11 .. - - 

1.12 

0.24 
0.04 

0.69 

- - 

2.18 2.65 
1.01 1.14 

0.53 0.56 
- - 

0.34 0.43 
1.17 1.51 

1.05 .. 
0.63 0.86 

0.20 0.23 
0.29 0.54 

0.03 0.01 
0.42 .. 

3.17 3.65 
0.75 0.57 

0.47 0.36 
0.03 0.03 

0.12 0.07 
2.42 3.07 

TOTAL 3.22 
Active measures (1-5) I .04 

(2a, 3a, 4 ~ 4 ,  5 ~ )  0.25 
0.06 

(4c, 5h) 0.65 
Passive measures (6-7) 2.17 

"Mobilising labour supply'' 

"Nori-targeted training " (2b, 3b) 
' 'Work as a social objective' 

8.0 
0.3 

2.7 1.8 
2.7 7.6 

0.4 0.1 

5.5 
0.4 

1.4 

.. Data not available. 
- Nil or less than half of the last digit used. 





Table 2.B.2. Public expenditure and participant inflows in labour market programmes in Central and Eastern European countries 

Participant 
inflows as 

percentages 
of the 

labour force 

I Slovak Republic Bulgaria I Czech Republic I Hungary I Poland 1 Romania 
Public Participant 

expenditures inflows as 
as percentages 

percentages of the 
of GDP labour force 

Participant inflow: 
as percentages of 
the labour force 

Participant inflows 
as percentages of 
the labour force 

Public 
expenditures 

as 

Public 
as PercTzr Of 

Public 
expenditures as 
percentages of 

GDP 

I 

Participant inflows 
as percentages of 
the labour force 

Public 
expenditure 

as 
percentage 

of GDP 

Participant inflows 
as percentages of 
the labour force 

Programme categories 
percentages 

of GDP 

1991 1992 1991 1992 1991 1992 1992 1991 1992 1991 1992 1992 1991 1992 

I 
1. Public employment services and 

2. Labour market training 

and those at risk 

administration 

a) Training for unemployed adults 

b) Training for employed adults 

3. Youth measures 
a) Measures for unemployed and 

disadvantaged youth 
b) Support of apprenticeship and 

related forms of general youth 
training 

4. Subsidised employment 
a )  Subsidies to regular 

4 00 employment in the private 
sector 

b) Support of unemployed 
persons starting enterprises 

c)  Direct job creation (public or 
non-profit) 

5. Measures for the disabled 
a) Vocational rehabilitation 
b) Work for the disabled 

6. Unemployment compensation 

7. Early retirement for labour 
market reasons 

0.09 

0.01 

0.09 

0.01 

0.16 

0.09 

0.01 0.16 

0.01 0.01 

0.09 

- 0.3 0.10 

- 0.3 0.10 

0.1 - - 
- - - 

0.5 0.5 .. 0.3 0.3 1.0 

0.01 

0.01 

- 
0.01 

0.04 

- 
.. 0.3 

0.3 0.4 

- - 
0.09 
- 

- 

0.01 0.01 

- 0.01 

- - 

0.1 - 0.01 0.04 0.3 0.4 - 0.01 

- - 

- 0.2 

- 

0.08 

- 

0.16 

- - 

.. 2.3 

- 

0.14 

- 

1.16 

- - 

0.8 3.1 

0.05 

0.02 

0.01 
- 
- 
- 

0.23 

0.10 

0.03 

0.03 

0.01 

0.4 1.2 

0.2 0.5 

.. 0.6 
- - 
- - 
- - 

0.04 

0.01 

0.08 
- 
- 
- 

2.36 

1.01 

0.01 

0.5 2.3 

- 0.1 

0.3 0.9 
- 
- 
- 

- 
0.01 

0.19 

__ - 
- - 

0.30 0.79 

0.03 I -  - 
2.78 
0.39 

0.15 

0.32 0.96 
0.02 0.18 

0.01 0.01 

TOTAL 
Active measures (1-5) 

‘ ‘Mobilising labour supply” 

‘ “on-targeted training” 

“Work as a social objective” 

(Za, 3a, 4a-b, 5a) 0.6 0.7 

(2b, 3b) - __ 

(4c, 5b) - - 

Passive measures (6-7) 

0.41 0.51 
0.18 0.32 

0.08 0.19 

I 2.01 1 1.37 

.. 2.5 

- - 

.. 0.6 

0.8 3.2 

- - 

0.3 0.9 0.01 0.04 
0.23 0.19 

0.08 
2.39 

- __ 

0.30 0.79 

.. Data not available. 
- Nil or Less than half of the last digit used. 
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