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Structural di�culties of unskilled youth on the job market

I Unemployment levels are very high for low educated youth in
most developed countries, especially for highschool dropouts

I Governments have launched several programs but designing
suitable ones which are e�ective and attractive is no easy task

I Young people with low skills may need to de�ne a career
project, �nd suitable training, look for the appropriate job.
This requires time and motivation.



The challenge of designing an e�ective program for
highschool dropouts

Numerous programs have been designed which focus on one or a
combination of the following items:

I skills assessments,

I career planning,

I general or specialized training,

I job search assistance,

I employment experience through internships and subsidized job
contracts.

→ Whatever lever is used, such programs have a positive
short-term e�ect at best, but do not build human capital to the
degree necessary to improve long-term employment outcomes (Card
et al., 2010; LaLonde, 2003)



New directions for designing more e�cient programs?

I "Prevention is better than cure": help disadvantaged children
early in their life (Cuhna et al, 2006; Heckman, 2006)

I Provide young people with opportunities for paid work in the
private sector (Bloom, 2010)

I Try to reinforce the usually low motivation of program
participants
→ What the social experiment that we present today is about



Lack of motivation as a major failure of existing programs

Available empirical evidence points to a lack of attractiveness of
these programs, resulting in low participation levels and high
dropout rates. Doolittle (2003):

"The mixed results from studies of existing youth programs can be explained

largely by the low enrollment of key subgroups of young people, inconsistent

participation among enrollees, and high rates of attrition. Many of the young

people who could bene�t most from program services do not enroll at all, and a

large proportion of those served do not participate long enough to earn

education credentials, improve their work readiness and life management skills,

and acquire the technical skills needed to compete e�ectively in the job

market."

Behavioral economics models discuss the consequences of the low
intrinsic motivation of unskilled young people for investing in human
capital (Babcock et al., 2012)



The new experimental program

I The idea behind the new program is to boost the motivation
of young people involved in the main French national career
guidance program

I A program that has a high dropout rate

I We provide 2,500 young people with a monthly cash transfer
(250 euros), conditional on their active participation to the
program

I This is an opportunity to learn about the implications of such
transfer programs in the clear framework o�ered by RCT

Main question:
→ Does this extrinsic reward actually increase participation and
commitment to the program and improve long term employment
outcomes?
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Targeted population

I Targeted population is unskilled young people aged 18-25

I France has many suburbs or countrysides with a high
concentration of young people with very low level of education
and very few labor market prospects

I For example, in our sample, more than 40% dropped out when
in high school or from vocational training

I 40% of them do not live with their parents but only 16% have
their own resources

I A population quite di�cult to learn about and to provide with
the right intervention

I Sometimes quite desperate with health and psychological
problems



Which programs do exist for low educated young people?

I France has no guaranteed minimum income for young people
(it starts at age 25)

I Several programs are targeted at young people w/o education:
I Subsidized jobs (CUI-CAE and CUI-CIE): countercyclical and

do seldom lead to sustainable employment
I Apprenticeship ("apprentissage")
I Programs to go back to school (Ecoles de la deuxieme chance

or EPIDE) : costly and restricted to few young people
I CIVIS: one nationwide support program targeted at low

educated young people; low intensive program.



The standard program: the CIVIS

I Main goal: to help young people with a low education level to
�nd a sustainable job

I Provided by Youth Centers (Mission Locales)

I 200.000 youth entering the program each year

I A general program but mainly focused on career guidance
I Job search: but in the sense to have access to �good� jobs
I Help youth to build a project � identify training � apply to it

and apply for fundings.
I Idea that youth need human capital investment: one objective

of the program is to assist the youth in these investments

I Very little �nancial assistance

I A light program however: only a meeting once a month
scheduled, with possible proposal of other activities



A high dropout rate

Program lasts for one year and can be renewed for an additional
year if needed

Youth can leave the program for several reasons:

I 25 % durable employment: 6 month de�nite or inde�nite
contract

I Most youth have short employment spells during the program
I Training periods within the program can occur

I 25% drop out: after missing three meetings � o�cial letter

I 34% non renewed after one year

I 16% end after the two year period



The experimental program: the RCA

I Dropout is a big problem
I Could be interpreted as the fact that the program is of poor

quality and that youth realize it
I However policy makers' interpretation was that the program

requires young people investments they cannot a�ord, for
example time investment

I General idea of a new intervention: provide young people in
the Standard Program with �nancial support

I Provide youth with means to engage a stronger and more
durable relationship with the Youth Center

I However also provide incentives: condition the cash transfer
with participation in the program



The experimental program: the RCA (2)

I New �Cash Transfer Program� package (RCA): almost the
same as the Standard Program but provides a cash transfer of
euro 250 a month in the �rst year

I By comparison the minimum wage in France at that time was
euro 1050 and the guaranteed minimum income euro 467

I Lasts for 2 years: transfer is smaller in the second year:
decrease to zero by quarters

I A meeting once a month
I Attendance conditions the cash transfer: a light condition
I No other tough condition than just to ful�ll with the �spirit� of

the program



A 250-euro / month transfer in the �rst year: totaling 4,800
euro



Monthly transfer depends on labor market earnings

All labor market earnings including unemployment bene�ts as well
as training compensation (euro 325 for 18-25 - euro 470 for
apprentices)
Implicit tax rate 250/1050=24%
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What must we expect from the experimental program (in
comparison to the standard one)?

I Standard program bene�ciaries often give up the program, or
do not come to the meetings with their personal coach. With
the experimental progr. they have to come to the Job Youth
Center every month to bene�t from the allowance.
=> Youth from the treated group will be more frequently and
longer coached, with a possible e�ect on the job �nding rate

I Some standard program bene�ciaries sometimes lack money
for investing in human capital (training, driving license) or in
transportation (car, scooter, fuel, etc.).
=> Youth from the treated group will get more money. If they
invest part of it in human capital or transportation, it could
help them �nd a job



What must we expect from the experimental program?(2)

I The experimental progr. allowance is decreasing with working
time (250 euros if the recipient does not work, 125 euros if he
works part-time, and 0 euro if he works full-time).
=> Youth from the treated group could be discouraged from
working

I The experimental program lasts for 2 years.
=> Youth from the treated group may feel secured by the
two-years program, with a possible e�ect on the job �nding
rate



Hypotheses to test

There are therefore obvious reasons to wonder whether the program
will achieve its basic goals:

1. Does the cash transfer foster the participation of youth in the
program?

2. What is the incidence on employment in the short and long
run - what type of employment is a�ected by the program?

3. Is there an e�ect on human capital investment and search
behavior?

But also additional relevant questions:

I What is the e�ect on resources and expenditure?

I What is the e�ect on social integration?



Results preview

I The Cash transfer program was not a success

I There was no employment impact in the long run
I Reduction in employment in both status and volume in the

short run

I However, youth participated in the career guidance program
more often and received more o�ers of services

I But no human capital e�ect in both the short and the long run

I In addition the program missed its goal to increase income
I Strong substitution between sources of income
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Design : Randomization at the YC level

I 82 Youth Centers out of 427 in France were ready to
participate, BUT cannot assign youth within YC on an
individual basis

I Adopt a slightly di�erent approach

I First, register youth starting the Standard Program in
February or March 2011 � 4400 available slots

I Then, once lists are closed, randomly assign within YC either
youth from February or youth from March to be proposed to
switch to the Cash Transfer Program

I Imperfect compliance issue

I The interest with this approach is that

I Power gains compared to randomizing between YC
I No risk of attracting speci�c youth if the policy is known



Design: Organize the 82 YC in pairs

I Randomly assign each pair of YC to be type A or B

Date February 2011 March 2011

Agency A control treated

Standard Standard → Cash
Total 1,455 1,359

Agency B treated control

Standard → Cash Standard
Total 1,289 1,362

Control Treatment Total

2837 2661 5498



Data: two sources

I YC data �le provides general information about youth and
also some outcome variables:

I Program participation - Meetings with caseworkers
I Human capital: Training (activities) � Internship (enterprise) �

Apprenticeship (vocational)

I Good quality while youth are in the program

I Two surveys used: midline survey (April 2012); endline survey
(April 2013)

I Much information about human capital investments - search
behavior - resources - psychological variables



Balancing Results based on administrative data - Whole
sample

Control mean Coef p value
Age at program start
18 23.2 -2.1
19 22.8 1.4
20 22.7 0.2
21 18.6 0.3
22 12.7 0.2
Housing
Parents 62.2 -1.5
Other family 9.9 0.6
Self 15.7 0.7
Friends 5.6 -0.4
Precarious 3.4 0.4
Other Demographics
Male 48.2 0.4
Driving license 30.5 -1.8
Non married 92.2 -0.5
Has children 4.8 1.6 **
Resources
Has resources 16.0 0.9
Amount 74.4 1.8
Medical insurance 43.0 -1.4



Control mean Coef p value
Diploma
Above high-school 2.4 -0.3
High-school diploma and eq 29.5 -0.6
Vocational 26.4 0.6
Dropout vocational high-school 34.1 -0.2
Leave school at 16 7.6 0.6
Relationship with Youth Center 1st quarter 2011
# Individual meeting 3.3 0.0
# Collective meeting 0.5 0.0
# Contact with YC 5.9 -0.0
Employment & training - �rst 2011 quarter
# days in employment 6.7 0.1
# days in training 6.4 1.0
In employment 14.5 0.3
In FT employment 10.6 0.0
In ITC employment 1.7 -0.2
In training 13.4 2.1
In apprenticeship 1.0 -0.0
In internship 5.0 -0.5 .
Obs 5498 Joint Test 74.6



Response rate to surveys

Di�erential response rates
Controlling for Paires

# Control and Covariates

Midline 3413 59.3 6.0*** 5.8*** 6.1***
Endline 2310 39.5 5.3*** 4.7 *** 5.0***
Admin. 5487 99.8 0.02 -0.02 -0.004

I Not that bad for the considered population, but obviously a
large concern

I Low response rate: covariates highly signi�cant
I Di�erential attrition: fortunately (not shown) the sample is

still balanced for the whole set of covariates



Estimated equations

Simple assignment to treatment (A) impact for individual i in YC j :

yij = a+ bAi +
∑
j

Ij + (xijc) + uij

with standard errors clustered at the YC level

Intervention is simply to propose youth to turn their Standard
Program contract into a Cash Program contract: imperfect
compliance

Can also estimate Late parameters

yij = a+ bCashProgi +
∑
j

Ij + (xijc) + uij

CashProg instrumented by A
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Program participation: registered in either the Experimental
or Standard programs



Impact of assignment and participation in the Experimental
Program on the number of months in program and transfers
received from the YC

Obs Mean Participation std sign
Take up Cash Program 5492 0.00 0.82 0.01 ***

Intention To Treat parameter

Obs Mean Coe�cient std sign
Months in program 5486 11.4 7.9 0.3 ***
Total number of meetings 5492 7.3 5.3 0.5 ***
Transfer from JYC 5492 237 1530 89 ***

Treatment On the Treated parameter

Obs Counterfactual mean Coe�cient std Sign.
Months in program 5486 12.1 9.6 0.4 ***
Total number of meetings 5492 8.1 6.5 0.5 ***
Transfer from JYC 5492 264 1868 91 ***



Contacts with Youth Center

Related to jobs, training, career; Matching [job o�ers, trainings, etc]



Meetings with caseworker



Employment



Employment full time



Employment part time



Employment whole month



Volume of employment

Volume is �full time whole month equivalent�, de�ned as 1 if full-time whole month;
2/3 if either part-time full month or full-time not whole month; 1/3 if part-time not
whole month



Is the employment e�ect strong?

Assignment Standard Cash se sign

Sign 0.00 0.85 0.01 ***
Control mean ITT se sign Impact rel. to mean

(a) (b) (b/a)
First semester

Any type 2.41 -0.18 0.07 ** -0.08
Employment Index 1.89 -0.20 0.07 *** -0.11
First year

Any type 5.23 -0.19 0.12 -0.04
Employment Index 4.09 -0.26 0.11 ** -0.06
Second year

Any type 6.34 0.13 0.18 0.02
Employment Index 5.06 0.11 0.17 0.02

Counterfactual mean LATE se sign Impact rel. to mean
First semester

Any type 2.31 -0.21 0.08 ** -0.09
Employment Index 1.79 -0.24 0.08 *** -0.13

First year

Any type 5.10 -0.23 0.14 -0.04
Employment Index 3.97 -0.30 0.12 ** -0.08

Quite large for the 1st semester only



Human Capital Investment

April 2012 Survey � 3417 April 2013 Survey � 2310
Mean Coef std Sign. Mean Coef std Sign.

Human capital investment
Apprenticeship 6.8 0.8 0.8 6.4 0.4 1.0
Internship 2.6 -0.3 0.6 1.4 -0.6 0.6
Training
Number over 1 year (×100) 56.0 -2.2 2.6 48.0 -4.6 2.9
At least one certi�ed 30.8 -0.6 1.5 17.5 -1.0 1.8
Forwent for �nancial reason 13.7 -0.4 1.3 12.6 2.2 1.5
Driver's license 41.9 3.0 1.3 ** 42.6 1.8 2.1
Perceived Employment Prospects
Improved 44.3 3.5 1.8 * 46.2 3.1 2.2
Same 24.3 -0.3 1.7 26.5 -1.6 1.7
Reduced 21.5 -1.7 1.5 21.9 -0.4 1.9
Career Plan
Has one 1 45.2 -0.4 1.7 48.2 -0.6 2.1
Has ideas 36.9 0.3 1.6 34.0 0.7 2.0
No idea 17.8 0.2 1.4 17.4 -0.5 1.6
Has necessary diploma 18.4 -1.4 1.4 22.0 -0.5 1.6
Human Capital Index 0.0 1.9 3.5 0.0 -1.0 4.1



Search e�ort

April 2012 Survey April 2013 Survey
Mean Coef se Mean Coef std

Search for a job 56.2 -0.0 1.5 51.5 2.8 2.6

Intensity of use of channels
Web search 19.3 -2.0 1.1 * 21.7 1.5 1.8
Temporary help agency 20.9 -1.0 1.4 20.3 0.2 1.7
Send resumes 36.7 1.2 1.5 33.6 0.1 2.4
Direct job application 28.1 -1.0 1.7 27.3 0.0 2.1
Number of �rms 4.8 -0.2 0.3 4.5 -0.0 0.3
Search Index -0.0 -2.6 3.3 -0.0 1.4 4.9
Maximum commute time 35.9 0.7 0.7 36.1 0.3 1.1
Move if inde�nite term contract 20.0 1.1 1.4 20.1 0.8 1.9



Quality of employment

April 2012 Survey: 3417 April 2013 Survey: 2310
Mean Coef std Sign. Mean Coef std Sign.

Employed 45.4 2.5 1.6 52.1 0.4 2.0
Type of Contract
Inde�nite term 9.9 -0.0 1.0 14.4 0.6 1.6
Fixed term 18.0 0.7 1.4 19.5 -1.7 1.6
Temporary help 5.7 0.8 0.8 5.2 1.5 1.0
Internship 2.6 -0.3 0.6 1.4 -0.6 0.6
Apprenticeship 6.8 0.8 0.9 6.4 0.4 1.0
Other 2.3 0.5 0.6 4.1 0.2 1.0
With/Without Contract
Subsidized 9.2 -0.2 1.2 8.7 1.7 1.3
With contract 42.1 1.2 1.6 49.6 -0.1 1.9
Without contract 2.9 1.4 0.7 * 2.6 0.4 0.7
Type of Employer
Private 32.8 -0.3 1.5 36.5 1.0 2.0
Public 8.3 1.7 1.0 * 10.1 -0.3 1.3



Large substitution among income sources (ITT)

Midline March 2012 Endline March 2013
Mean coef se sign Mean Coef se sign

All types 602 40 16 ** 731 -10 20
From YC 33 87 6 *** 8 6 3 **
Not from YC 569 -46 16 *** 723 -16 20
From work 483 -26 16 676 -5 2
Neither work nor YC 86 -21 6 *** 47 -10 7
Parents 37 -10 3 *** 41 -12 5 **



Why a so small impact on income � Impact on these who
took up (LATE)

Control coef se sign

Sign 0.00 0.85 0.01 ***

Conterfactual Impact se sign Relative Impact

Prog March 2012 48.6 45.0 4.9 *** 0.93
Income 569 47 18 *** 0.08
From YC 23 102 6 *** 4.49
Not from YC 547 -54 18 *** -0.10
From work 465 -30 18 * -0.07
Neither work nor YC 81 -24 7 *** -0.30

Still a strong participation in March 2012 of these who took up: 48.6+45.0=93.6%
Implicit tax on labor earnings : (465− 30)× (250

/
1050) = 103

Amount from YC: 102+23=125
Total 125+103=228: right order of magnitude
Small transfer from the YC is explained by a direct e�ect of implicit tax rate



Expenses and credit constraints � midline

Obs Mean coef std sign
Temptation good expenses over last month
Number of restaurants 3308 2.2 0.0 0.1
Nights out 3280 2.1 -0.1 0.1
Tobacco 3417 29.6 1.6 1.8
Phone 3394 55.6 -3.5 5.8

Index 3223 0.0 -0.1 3.6
Largest purchase 3121 660.3 31.9 47.0
Saved money 3417 45.4 5.0 2.1 **
Amount saved 3303 210.8 35.1 17.7 *
credit constraints over last 12 months
Pbs paying bills 3417 27.7 0.0 1.8
Pbs paying rent 3417 18.1 -0.5 1.7
Pbs paying taxes 3417 8.7 0.0 1.0
A day without a meal 3417 19.4 -1.0 1.5
Forewent medical care 3417 24.4 -0.5 1.4
Bank overdraft 3417 45.0 -1.6 1.7
Forwent training �nancial reason 3417 13.7 -0.2 1.3

Index 3417 0.0 -2.2 4.0



Integration

Midline � 3417 Endline � 2311
Index Mean coef se sign Mean Coef se sign

Trust
School 64.0 3.9 1.6 ** 66.4 0.3 2.3
Health system 84.1 1.0 1.6 82.7 -2.0 1.6
Youth Center 81.2 6.4 1.2 *** 69.9 7.8 1.9 ***
Law and justice 53.8 2.4 1.6 56.3 -3.0 2.3
Sum 1 2.83 0.14 4.0 *** 2.75 0.03 0.06
Character and Insertion
# days ready 97.7 0.4 3.1 101.9 -6.9 3.8 *
to wait for 20% 1
Locus of control 1 10.8 -0.0 0.1 10.1 -0.0 0.2
Life satisfaction 1 71.2 0.7 0.6 71.7 -0.5 0.9
Nb friends 1 4.0 -0.1 0.1 4.2 0.1 0.1



Robustness
I Attrition: both internal and external validity at risk when using

outcome variables from surveys

1. Some outcome variables available through administrative �le
for the whole sample: possible to estimate the impact on these
outcome for three populations: whole sample, midline
respondent and endline respondent

I No changes
2. Control variables: results have been obtained with control

variables � remove these variables
I No changes

3. Attrition rate larger in the control group but know the e�ort
made to reach youth � only take into account youth in the
treatment group that were easy enough to be reached so that
implied attrition rates in treatment and control group where
the same: select observations in the treatment group to
equalize response rates between the treatment and control
samples (le Barbanchon et al., 2012)

I No changes

4. Use Lee bounds: large interval



Number of individual meetings



Cumulated response rates



Outline

Introduction

Context of intervention and program description

What can we expect from the program?

Design

Main Results
Integration Job quality and access to services
Robustness

Conclusion



Conclusion

I A quite expensive policy: euro1860 per youth. 200,000 youth
entering the program each year: makes euro 372 M

I However, the cash transfer did not have the expected impact
(absence of autonomy e�ect and signi�cant income e�ect )

I Youth participated in the YC program more often and records
declare they receive more quantity of o�ers

I But, no employment impact at all in the long run
I Substantial impact on employment in the short run consistent

with what is expected (on full-time employment � locking-in
e�ect?)

I No human capital e�ect
I Using administrative �le: reduction in reported training

I No real increase in income
I Strong substitutions between sources
I Strong e�ect of the cumulation rule



Conclusion

I Idem when exploring heterogeneity related to the propensity to
be credit constrained

I More explanations for the lack of results:

1. Labor demand
2. How e�cient the YC are?
3. Behavioral responses: habit formation (Acland Daniel and

Levy, 2013)/ status quo bias; intrinsic/extrinsic motivation;
locus of control

I The only thing that seems to work is that youth come to the
YC in order to get the transfer

I Youth respond to �nancial incentives & contractual constraints
I Reduction in work goes in the same direction - 6 �rst months

I Other ways (as conditional on a project) to organize the
transfer could probably have better impact
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