EVALUATING THE IMPACT OF ACTIVE LABOR
PROGRAMS:
RESULTS OF CROSS COUNTRY STUDIES
IN EUROPE AND CENTRAL ASIA

David H. Fretwell
Senior Employment and Training Specialist
World Bank

Jacob Benus
Manager, International Safety Net Group
Abt Associates

Christopher J. O’'Leary
Senior Economist
W.E. Upjohn Institute for Employment Resear ch

Social Protection Discussion Paper No. 9915
June 1999

The findings, interpretations, and conclusons expressed in this paper should not be attributed in any
manner to the World Bank, its affiliated organizations, or to members of its Board of Directors or the
countries they represent, nor to other sponsoring inditutions or to ministries or  employment
organizations in the participating countries. Opinions expressed are those of the authors who aso bear
respongbility for any errors.



EVALUATING THE IMPACT OF ACTIVE LABOR PROGRAMS:
RESULTS OF CROSSCOUNTRY STUDIES
IN EUROPE AND CENTRAL ASIA

Table of Contents

S o) 1= o S SPN |
0110007 YOO URPRPRRP |
ACKNOWIEAGMENTS.......eouiiieeiitisie ettt stenn s e et ren e enenentneenenennneen V]
I 110 o [0 1o o PP PPN |
Il - Study Objective, Design, and Data | SSUES ..........ceerereeiririeirinit e et e e eeaeene0iD
IV - Conclusions and Implications for POLICY........cccoveeieecciirrrn s e e 28
REFEIEINCES.......eoeeeee ettt et e et nen e enne e eaenennen e DT
ANnex | DetailS of ProjeCt DESION. .. .. vttt et e e 38
Annex |1 Demographic and Labor Datafor Study CountrieS ...........covvviviiiniiieiiieenen. 40
Annex 11 Details of Sample SEECtioN. ..........o.ouiiii e 44

Annex IV Detailsof Statistical ANAYSIS. ... .vnei i 52



List of Tables

Table 1.1: Profile of Countries Participating in the Cross Country Study (1996) ................ 5
Table 2.1: Programs by Country and Approximate Unit Costs per Participant .....................7
Table 2.2: Sample Sizes and Response Rates By COUNLTY .......ccoveernnienniniee e veveeee e e 8
Table 3.1: Characterigtics of Participants of Retraining Programs..........cccceceeeeevevvnvennnn... 15
Table 3.2: Overall Impact of Training Programs..........ccceeeeveenessiereresinieese e seeenenenenenn. 10
Table 3.3: Employment Impact of Training by Subgroup..........c.cocoeeeevnininenn e e e 17
Table 3.4: Characteristics of Public Service Employment Participants..............coceeneevnee... 18
Table 3.5: Overal Impact of Public Service Employment Programs..............cceeeevevnn .l 19
Table 3.6: Employment Impact of Public Service Employment Programs/Subgroup............. 20
Table 3.7: Characteristics of Wage Subsidy PartiCipants...........c.ccoeeeeeeeevieei s vevvenneneennn 21
Table 3.8: Overall Impact of Wage Subsidy Programs...........ccoeeevneinnininn s ceee e e e 22
Table 3.9: Employment Impact of Wage Subsidy Programs on Subgroups..........................23
Table 3.10: Characterigtics of Participants in Saf-employment Programs...........................24
Table 3.11: Overall Impact of Salf-employment Programs...........cocoeeeeeeinineneevevene e 25
Table 3.12: Employment Impact of Self-employment Programs by Subgroup....................25
Table 3.13: General Characterigtics of Employment Service Users.......vvvvvevecveeenenn 27



Summary Abstract

Active labor programs (ALPs), commonly found in Organization for Economic Corporation and
Development (OECD) countries, are being implemented in transtion and middle income economies as
one ingredient of labor policy intended to assist in the redeployment of workers negatively impacted by
economic restructuring. Active labor polices have both socid/political and economic agendas. They are
a sgnd from government to citizens that it cares about individuals who lose their jobs as a result of
economic restructuring and wants to help them reenter the labor market. They are adso intended to
increase productivity, reduce the demand for public income support, and reduce poverty.

The impact of active labor programs has been the subject of some debate. It is argued that the
most codt-effective way to generate employment is to create a postive investment climate and reduce
government intervention. It is dso argued that if the unemployed do not have the appropriate human
capitd, or have other characteridtics that impede them from competing in the labor market, the
government needs to intervene. ALPs are intended to help overcome market failures by asssting those
most negatively affected by economic change so they do not join the ranks of the long-term unemployed
with associated ramifications for themsalves and the economy as awhole.

The Study addresses the economic agenda of ALPs and was designed to answer the question:
do active labor programs have a sgnificant postive impact on employment and earnings, and if so for
whom? This quedtion is of congderable interest to middle income countries, which have limited
resources to alocate to competing development priorities, as wel as bilaterd and multilateral
development agencies. In addition, while there are findings from OECD research indicating that well
targeted and designed ALPs may have postive impacts, there is little information available to indicate
that such findings can be gpplied to middle income and transition economies.

The Study was coordinated by the World Bank, Europe and Central Asa Human Devel opment
Sector Unit (ECSHD) and implemented by Nationa Employment Agencies in four countries (the Czech
Republic, Poland, Hungary, and Turkey). It used quasi-experimental design techniques to examine net
employment and earnings impact of five ALPs (e.g. training, public service employment, wage subsidy,
sf-employment, and generd employment services). The findings are smilar to, but have some
deviations from, redated OECD and International labor Organization (ILO) research. The Study
indicates that ALPs can have a gnificant positive impact on post-program employment and earnings for
selected target groups. Poorly designed or incorrectly targeted programs, however, may have no
impact and, in some cases a hegative impact; they may dso be codlly, ineffective, and inefficient. The
results of the Study show that the impact of ALPs varies within and between countries. The Study
demondtrates that middle income countries can successfully implement ongoing performance monitoring
and quasi-experimenta design evauation programs with some initid outside assstance. Development of
evaduation capabilities should be incorporated into Bank lending involving active labor programs.
However, notwithstanding the findings of the Study, it must be emphasized that a good investment
climate, and not active labor program activity, is the primary engine for job creetion.
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EVALUATING THE IMPACT OF ACTIVE LABOR PROGRAMS:
RESULTS OF CROSS COUNTRY STUDIES
IN EUROPE AND CENTRAL ASIA

|.INTRODUCTION

1.1  Active labor programs (ALPs) are common in OECD countries, and are increasingly found in
trangtion economies and other middle income countries that are undergoing industria restructuring and
experiencing high levels of unemployment. Government operated ALPs typicdly include: job counsding
and referral services, public works or community employment, wage subsidies, smal business crestion
programs, and retraining. The objective of these programs is to expedite the redeployment of labor,
thereby reducing the duration of frictiona and structura unemployment, increesing productivity, and
reducing expenditures on income support programs. There are politica, socia, and economic reasons
for government action to quicken labor redeployment and cushion the impact of layoffs. Nevertheless,
to avoid costly mistakes, investments in these labor programs need to be evauated as soon as possible,
as middle income and trangtion countries often face severe resource condtraints and there are

competing demands for government investment in other sectors.

1.2  The adminigraion, financing, and ddivery of ALP services vary somewhat by country. In
generd, the Nationd Employment Service, normaly linked to a Minidry of Labor, adminigers the
programs through its provincid and loca labor offices. Financing may be from State Budget resources
(Turkey, Audtrdia, United States), payroll taxes (Czech Republic and Hungary), or a combination of
both (Poland). In many middle income countries financing is from payroll taxes that are used to cregte
an Employment Fund that then finances ALPs and unemployment benefits. Though the am of such
forward financing is to provide religble sources of money for programs, in practice, during times of high
unemployment, the mgority of funds are often alocated to unemployment benefits and little remains for
ALPs. To offset this problem some countries are establishing minimum budget “set-asides’ for ALPs,
and providing base funding for operation of general employment services from the dtate budget.
Ddivery of ALP services, except for generd employment services, is generdly accomplished by loca



service providers through contracts with local labor offices. Finaly, development of comprehensive
ALPs usudly pardlds implementation of forma unemployment benefit sysems in order to stimulate job
search and ensure that those receiving temporary income support are provided with services to help

them quickly regjoin the labor force.

1.3  The devdopment of ALP evduation systems is well underway in some countries, and initid
results are available. However, there is consderable work yet to be done and the nature, depth, and
results of ALPs evaudion vary greeatly, even within the OECD. Little has been done to evduate ALP
programs in middle income and transtion economies. Evauations that have been done primarily focus
on evauating the costs and effectiveness of programs on participants, and do not make direct
comparisons between participants and non-participants with smilar characterigtics, nor do they look a
broader societal impact.

1.4  Recent OECD reviews (Fay, 1996) of program evauations on the effectiveness of active labor
market policies reved that ALPs differ widdy in their objectives and their impacts, both across
countries and within countries over time. Program eva uations attempt to determine the impact of various
ALPs, both for the individua and on society at large. Individua impacts are usualy measured in terms of
post-program earnings and/or employment performance. Societal impacts include an estimation of the
“dead-weight factor” displacement and subgtitution effects, aong with some accounting for possible
externdities. Recent evaluations suggest some ALPs can help most groups of the unemployed. Many
unemployed benefit from early intervention through the provison of counsding and job search
assigtance. Others benefit through targeted employment subsidies, particularly in the private sector. The
picture is more mixed with respect to public training programs, which account for alarge share of public

gpending in ALPsin many countries.

1.5 The Internationd Labor Organization aso recently concluded an evaduation of ALPs for the
long-term unemployed (Meager, 1998). Results of evduation studies of measures for deding with
unemployment, such as training, public works, specid job placement programs, and job subsidies were

reviewed. One of the results emerging from the review, which included some 100 evaudtion studies,



was that methodologica differences and data deficiencies, as well as different indtitutiond and macro-
economic contexts, make it difficult to come to firm conclusons about ALP policy effectiveness for the
long-term unemployed. However, the review suggests some generad policy conclusions: (a) a consensus
is emerging that programs, including training, which are directly linked to the labor market and economy,
have a greater chance of being effective; (b) there is a growing emphasis on palicies that promote
reintegration and prevention of long-term unemployment; () there is increasing emphasis on job search
assgtance, as opposed to more expensive ALP measures, but the long term impact of such initiatives
needs to be examined; (d) there is growing evidence that ALP measures need to be carefully targeted;
(e) there is increasing recognition and evidence that the scade of schemes (i.e, smdler schemes) is
critical to their performance; (f) integration of packages (i.e., counsding and training) increases their
effectiveness, and (g) there is aneed for more rigorous evauation of the net impact of ALPs, rather than
ample monitoring of gross impacts, as well as a need to examine the impact of the adminidration,
management, and inditutional context of the ddivery of ALPs, including the role of locd service
providers, which may be criticd in determining outcomes in practice.

1.6 In summary, there is a need for more rigorous, comprehensve and ongoing evaluaions to
support program management and policy decisons, in OECD as well as middle income countries. Two

complementary evaluation approaches are desirable:

The firgt involves defining “performance indicators’ for each program, based on the objectives of
the program (e.g., increased probability of employment, enhanced wages), then measuring the
extent to which program participants meet these indicators. Performance indicator evauation
systems can help program managers establish targets, provide them with information regarding the
degree to which programs are achieving agreed outcomes, provide comparisons between programs
and regions, and improve cod-effectiveness of programs. However, performance indicator

evauations do not provide net impact deata as they do not compare participants with smilar non-
participants.



The second evduation method which relies on “comparison group design” procedures, however,
does provide net-impact information, and can assist program managers and policy makers to make
key decisons about program design and implementation. Comparison group design evauations
accomplish this by comparing the degree to which program participants and non-participants, with
amilar observable characterigtics, achieve program outcomes (e.g., do participants in smal business

assi stance programs have a better success rate than non-participants).

1.7  Peformance monitoring is normally an ongoing process, but the more costly comparison group

design studies, which provide net impact estimates, are needed to interpret the results of performance
monitoring and calibrate the targets for performance monitoring systems. In addition, when policy
makers and managers consider whether to expand, curtall, or ater the design of an existing program,

there is usudly an interest in doing a benefit-cost andyss. Benefit-cost andyses may be considered
from severd perspectives. the program participant, the local labor office, the loca government, the
nationa government, and/or society as a whole. A program may have a net benefit for an individua

participant, but may not be cost-effective from the perspective of government. The area for concern in
benefit-cost andyses is whether the evaluation methodology captures the full income of program
completers and whether the anadlysis has taken account of any displacement that may occur when a
program participant increases hisher reemployment success at the expense of non-participants. If the
latter occurs, the overdl generd gain of the program to society may be less than originally calculated.

1.8  Inresponse to the perceived need to improve the knowledge of the impact of ALPs, a number
of middle income and transition economies (e.g., Poland, Hungary, Mexico, Turkey, Korea, Brazil,
Chile) are gtriving to improve the quality of ALPs through the recognition that poorly ddivered programs
have little chance of success. Severa countries are initiating systemétic evauation programs, with
support from World Bank investment projects. Evauation activities address severa questions, including:
(@ what are the key indicators of success for different labor programs, (b) how can information be
collected on these indicators, (c) do the results judtify the investments, i.e. do observable benefits
exceed program costs, and (d) how can information be collected to improve targeting, effectiveness and
qudity of program delivery? This report summarizes the desgn and results of four quasi-experimenta



design evauations of active labor programs in Poland, Hungary, the Czech Republic, and Turkey. The
goproximately US$1.0 million study was coordinated by the World Bank and implemented by four
countries between June 1995 and December 1997. The paper summarizes the results, policy
implications for ALP implementation,* and design and implementation issues that should be considered,
if amilar work is repesated.

Table 1.1:
Profileof CountriesParticipatingin the Cross Country Study (1996)
Czech Hungary Poland Turkey
Republic
Population (000) 10,300 10,174 38,639 62,700
Workforce (000) 5,130 4474 17,643 22,236
Per Capita GDP (US$) 4,740 4,340 3,230 2,338
Unemployment 3% 11.2% 13.6% 6%
Unemployment Benefit yes Yes yes no

II. STUDY OBJECTIVE, BACKGROUND, DESIGN AND DATA ISSUES

Objective

2.1  Theobjective of this crass country study was to determine if there was any sgnificant difference
between those individuas who participated in active labor programs and smilar individuas who did not
participate in the programs (the comparison group), with regard to agreed outcome measures of
program success (eg., employment, wage levels) in four countries. the Czech Republic, Poland,
Hungary, and Turkey. The study evaduated five different ALPs across the four countries for severa
categories of program participants, grouped by demographic characteristics and geographic location.

Background

2.2 The project was implemented by the nationa employment services of the Minidries of Labor in

! Moredetailed “Country Reports” are available from the World Bank, Abt Associates (Czech Republic and
Turkey), The Upjohn Institute (Poland and Hungary), and from the respective Ministries of Labor.

2 Annex |1 contains more detailed population and labor force data on each country.



each of the four participating countries. Financing was provided by multiple partners including the US
Agency for International Development (USAID), the European Union (European Training Foundetion),
and the World Bank. In addition, the four countries provided significant in-kind and direct financid
support. The research in Turkey was financed directly from a World Bank investment project in that
country. The World Bank Europe and Centrd Asia Human Devel opment Sector Unit acted as the lead
coordinating agency for the study. Two technical assistance contractors participated to help with the
design and implementation: Abt Associates (USA) assisted Turkey and the Czech Republic, and the
W.E. Upjohn Inditute for Employment Research (USA) asssted Poland and Hungary. Additiona
details regarding the generd design and implementation of the Study are contained in Annex |.

Design

2.3  The sudy used a quas-experimental design (matched pairs comparison methodology) using
randomly drawn samples from the program participant and non-participant populations (see Annex V).
The use of a formd cdasscd experimental design (i.e, random assgnment of control and treatment
groups) was not considered as a practical dternative because of the additional costs and time that this
gpproach would require, and the socid and ethicd questions raised by using random assgnment to
sdect paticipants for programs. The main outcomes examined were the proportion reemployed,
reemployment earnings, the duration of unemployment, the duration of unemployment compensation,
and secondary effects such as new jobs resulting from sdlf-employment. To estimate program impacts
the Study used: (@) ample unadjusted differences between mean outcomes, (b) difference between
means using a comparison group formed by matched pairs, and (C) regresson adjusted impact
estimates. The results of the regression adjusted impact estimates are presented in this paper (see para.
2.14 and Annex |V for detalls).

24  Thefadlowing active labor programs were included in the sudy: (a) retraining, (b) public works
or temporary community employment, (¢) wage subsidy, (d) sdf-employment initiatives, and (e) generd
employment services. There was generd consensus on the programs to be studied, but there were

ggnificant differences in definitions and programs between countries. This made it difficult to make direct



comparisons.  While this was an impediment to quantitative cross country comparisons, it did not
preclude al quditative comparisons and did facilitate evauation of different dternatives for smilar
programs. Table 2.1 summarizes which programs were studied in each country and the approximate unit
cost per participant for each ALP in 1996 funds.

Table2.1:
Programs by Country and Approximate Unit Costs per Participant Served /1 (US $)
Czech Republic Hungary Poland Turkey
Employment Services /2 12 25 30 17
Training 265 500 300 200
Public Service Employment 625 1,200 800 N/A
Wage Subsidy 835 950 560 N/A
Self Employment /3 885 1,000 2,830/3 N/A

/1 Direct program delivery costsin US$ 1996, provided by National Labor Offices
/2 Costs of Employment Servicesinclude all administrative costs, including administration of unemployment benefit
programs, dueto the difficulty of desegregating costs

/3 Figure represents the gross costs of amicro-credit program, net will be reduced since 50% of credits are repaid
(withinterest) by the recipients

25  All samplesfor the ALP control and treatment groups were drawn from the registrants &t loca
labor offices who were unemployed and/or seeking work (details of sampling and control group section
and contained in Annex II1). The Stes in each country were sdected to yidd a sample that was
representative of the nation as a whole. Sample dzes were set to ensure precison based on
consderations of tests for observing effects of a Sze that would be of interest to policy-makers. That is,
the samples were determined to be sufficiently large to rgect the null hypothess of no effect.
Furthermore, the sample sizes were dso sufficiently large to provide reliable estimates of differentia
program effects on sdlected demographic.



Table2.2:
Sample Sizes and Response Rates By Country

Number of ALP ALP Participant Comparison Comparison
Participants Response Rate Group Group Response
(in percent) Rate
(in percent)
Czech Republic 2211 23 2,256 15
Hungary 7,228 81 4415 76
Poland 7,118 93 7,169 0
Turkey 1,643 43 1,748 37

2.6  Thedatain Table 2.2 shows the size of the participant and comparison groups and the response
rates for each country. Asindicated, the sample sizes and response rates varied substantialy across the
four countries. Specificdly, the sample sizes varied between 15,048 in Poland and 3,391 in Turkey. In
each country, however, the resulting sample Sze was sufficient to address the key question in this study:
is there a dgnificant difference on key outcomes between those who participated in active labor
programs and similar individuas who did not participate in these programs. The smdler sample Size in
Turkey reflects the fewer number of ALPs operated in that country; in fact, only one ALP was
evauated in Turkey.

2.7 The data in Table 2.2 dso reflect quite different response rates to follow-up questionnaires,
particularly in the Czech Republic. A unique problem was encountered in this country where, due to
privacy legidation, dl individuds sdected for the study first had to be contacted by the Employment
Service to gain their permission to be interviewed by a private survey firm. About 18 percent (4,537) of
an overdl sample of 24,977 agreed to participate in the study, and of the 4,537 that agreed to
participate, 4,467 actualy responded to the surveys (98.5 percent). These circumstances in the Czech
Republic greetly increased design costs, and lowered overall response rates, as can be seen in Table
2.2. While the low response rate could have generated response bias, any bias was likey smilar for
both participant and comparison groups because of the uniform pre-screening process and the high
response rate in the second stage (see Annex 111 for a more detailed discusson of sample sdlection

issues and procedures in each country).



2.8 Persona interviews, as opposed to mall surveys, were the primary method of obtaining follow-
up information.  However, implementation procedures differed across the countries. In Poland and
Hungary, locd labor office saff completed the interviews and, while this asssted in gaining a high
response rate, it may have had some implications for the objectivity of responses. In Turkey and the
Czech Republic, the approach was to use a third party contractor. While this helped guarantee
objectivity, it consderably increased the cost per observation. Some telephone interviews were o
conducted in Turkey to reduce costs. The impact of the differing response rates should be considered
when making comparing cross-country impact esimates. However, if the data are smilar in high and
low response countries, it may help to vaidate evidence from the low response rate countries. The
direct local cost per participant follow-up was US$10 in the Czech Republic, US$ in Hungary, US$4
in Poland, and US$13 in Turkey (including interviews, supervison of interviewers, but excluding data
processing and related international consultant costs for design).  Procedures for follow-up interviews

and questionnaires were field tested and interviewers were trained prior to full-scale implementation.

Data and Analysis | ssues

2.9  Définition of Programs: Asnoted previoudy, it is difficult to compare AL P outcomes between
countries because of differences in definitions and policies between programs. However, the differences
in themsdves can be useful in undertaking impact andyses (i.e, in one country the public service
employment program could be operated by private and public sector inditutions, and the long term
employment impact was quite different depending upon type of program operator). Consderable
differences were noted in definitions of self-employment, public works, and wage subsidy programs,

and as such, cross country comparisons between these programs must be completed with care.

210 Sdection of control groups. The problem of sdecting comparison groups that are smilar to
the participant groups is difficult because some variables (e.g., motivation) are impossible to measure.
There are severa techniques for comparison that can be used to amdiorate differences, but their use is
affected by the time and funds available. In the case of this sudy the primary gpproach was to sdect
comparison groups with smilar observable characteristics as the participant groups.  Further



adjugments were made in estimating impacts by including these and additiond variables in multivariate

regresson models.

211 Dead-weight. Thisis a key issue in evauaing program impacts. Money spent on ALPs that
provides services to people who could have been reemployed without the assstance is a “ dead-weight”
on the program. To account for this cogt there is a need to compute net program impact estimates.
That is, the effect of the program net of preexidting abilities. Thisis done by comparing the outcome of
ALP participants with the outcome for smilar individuas who did not participate. For example, if 60
percent of participants were gainfully employed at the end of a small business assstance program, and
40 percent of amatched pairs group of Smilar non-participants were employed, the dead-weight is 40
percent and the net impact is 20 percent.

212 Displacement and substitution.  Displacement occurs when ALP paticipants gan
reemployment at the expense of other qudified workers who might have taken the job anyway, so there
isno net gain in employment by using ALPs.  Substitution occurs when ALP money received by a firm
to expand employment, smply reduces spending which otherwise would have been made anyway.
Similarly, locd governments may smply use ALP resources to displace dready budgeted expenditures
(a common problem with public service employment programs). Some have argued that these effects
are mollified-mitigated by the fact that the faster job matches which result from government spending
expand the size of the economy that leads to secondary employment effects. It could dso be argued
that snce a very smdl proportion of the unemployed participate in ALPs, any such impact is minimd.
The development of human capitd through ALPs could have a postive long-term impact even if there
are short-term displacement effects.

2.13 Creaming: Thisrefersto a practice whereby program operators select the best participants, as
opposed to those who may benefit the most from the program, to help ensure observed program
success. This problem is sometimes encountered when performance monitoring evaluation systems are
used. Program managers may attempt to improve program performance by sdlecting job-ready
candidates for participation, as opposed to others who may be less job ready, to improve job

10



placement rates from programs. Such actions increase dead-weight and decrease the net program
impact, and this is one reason why performance monitoring systems need to be supplemented with net
impact sudies. Careful program targeting can help diminate creaming.

2.14  Program policy and quality. Thiswas difficult to measure with participant follow-up surveys
since sHf-reporting is not a reliable way of measuring program qudity. However, policy and quality
factors often have a mgor influence on the impact of ALPs. Simply put, programs that are poorly
designed or poorly managed will probably not have significant postive impacts. For example, there is
growing evidence that if training agencies do not have a contractud obligation to place an agreed
number of participants in jobs, with built-in incentives and disncentives, the quality of training and post-
program placement rates may not be high. Furthermore, there is evidence that public service
employment programs operated by public agencies have a very low rate of trangition to regular non-
subsdized employment, but the same programs run by private contractors have much higher rates of
reemployment in norma jobs. For these reasons any andysis of the results of program impact must

take into account the program policies and qudity of program content.

215 Measuring Program Impacts. The centra issue in usng non-experimental methods for
evauating program impacts is how to select a comparison group that is most smilar to the program
participants as possible, but that does not participate in the program. The experiences of the
comparison group are then used as a messure of what would have happened to participants in the
absence of the program. In this Study, a non-participant sample was drawn to match the participant
group as closely as possble on using demographic characteritics. Having congtructed a matched
comparison group for each of the ALPs, the measure of program impacts is the difference between
participant group outcomes and comparison group outcomes. For any given outcome, an unbiased
measure of the program impact is provided by a smple difference in participant and comparison group
means. This smple difference in outcome means is referred to as the unadjusted program impact. A
more precise, and gill unbiased, impact estimate can be obtained through multivariate andysis, usng
covariates to explain some of the variaion in outcomes across the sample. By including a variable that

captures participant atus (i.e, P=1 if the labor office regigtrant is in the participant group and P=0 if

11



the registrant is in the comparison group), it is possible to obtain an unbiased estimate of the average
impact of the program on the outcome. In addition to the “dummy” variable for participant satus, the
regresson equations include variables reflecting demographics and other characteristics.  Impact
estimates obtained from such multivariate regression techniques are referred to as regresson adjusted
program impacts. The results presented in this paper reflect these regresson adjusted estimates (see

Annex |V for amore detailed discussion of these gatistical techniques).

2.16 Benefit-cost analysis: Thisisadifficult issue because of problems in identifying long-term fiscd
return from ALPs to individuds and society, and because of possible disolacement and subgtitution
effects. This Study provides partid information for such an assessment.  This information includes:
program participant costs, temporary income support savings, the net impact on reemployment and
average monthly earnings. However, other crucid information was not available: downsream wage
impacts, and returns to society  (tax revenues, productivity gains, long-term income support payments
required by non-participants). Other studies, including related work in the U.S.3, provide information to
indicate that the wage and employment impact of some ALPs (e.g., training) may be long-term in nature,
however, short-term measurement of outcomes may underestimate the impact. This study does provide
some indght into short-term gross rates of returns to individuas, but was unable to look at longer-term

societd returns.

[11. FINDINGS

3.1  This chapter presents an overview of the main findings from evauations of the most popular
ALPs conducted in the Czech Republic, Hungary, Poland, and Turkey. The effects of five ALPs are
consdered. The impact estimates are reviewed across countries by program in the following order:
training, public service employment, wage subsidy, sdf-employment and employment services. Not
every program was operated in each country, and there were differences across countries operating

smilar programs.

8 Seefor example, Jacob Benus, et al., “ Third Annual Assessment Report of the Workforce Development

Partnership program,” Abt Associates, 1996. Also Jacob Benus, et al., “ Self Employment Programs: A new
Reemployment Strategy” . Unemployment Insurance occasional paper 95-4, U.S. Department of Labor, 1995.
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3.2  Thereviews of results for each program begin with a summary of the main dements of how the
ALP operaes in each country. Thisisfollowed by an examination of the observable characteristics of
the ALP participant samples. Next, aquditative summary of program impacts is given on the important
outcome measures. ever reemployed in ajob (initid employment), employed in ajob on the survey date
(current employment), average monthly earnings a the start of the first new job (initid earnings), average
monthly earnings in the current job on the survey date (current earnings), and the amount of
unemployment compensation payments (unemployment compensation). Program impacts on
employment are in percentage (e.g. +0.10 indicates participants had a 10 percent better chance of
gaining employment as compared to non-participants. Program impacts on earnings are in dollars (e.g.
+$86 indicates participants obtained eighty six more dollars of monthly income than non-participants).

3.3  Thelabd given in parentheses after each of these outcome measures is the labd provided in the
table that summarizes the results. Results were judged significant for reporting in this chapter based on
formal datidica tedts at the 90 percent level of confidence or above. In addition to overal impact
esimates on the five outcomes listed, this chapter provides a quditative review of impacts on the two
employment outcomes for important subgroups partitioned by: gender, age, education, and the duration
of prior unemployment.

34  The summary of results provided here is necessarily brief. A wedth of additiond information
including additional sub-group andyses and impact estimates measured over different time periods is
contained in the individud country reports for the Czech Republic (Benus, 1998a), Hungary (O'Leary,
19984), Poland (O'Leary, 1998b), and Turkey (1998b). The interested reader is encouraged to obtain
these reports and undertake further examination of the findings.

Training

3.5 Reraning programs were evaluaed in dl four countries (the Czech Republic, Poland, Hungary,

and Turkey). The generd objectives of these programs were to address problems of sructurd
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unemployment by providing the unemployed with updated and additiond skills and knowledge. There
were severd variants of retraining, induding training in private and public inditutions, on-the-job training
in enterprises, and combinations of indtitutional and on-the-job training. In addition, training could be
ather “group” or “individud.” That is, it may be the case that a training course was organized by, or
for, a labor office, and unemployed job seekers were referred for participation in the group, or
dternaively, an individua proposed to a labor office to enter an ongoing course of study in an existing
educationd or training indtitution that was financed by the labor office usng a*voucher” approach.

3.6  Turkish training programs emphasized arthe-job training, averaging 4.5 months in length, as
opposed to indtitutiond training. Contracts with training agencies and enterprises were “performance-
based” with pre-negotiated job placement rates and trainees were provided with a token amount for
living and travel expenses. The programs in Poland, Hungary, and the Czech Republic tended to be
more ingitutiond based. The maximum length of training in Poland was 12 months. Participant stipends
were up to 115 percent of the unemployment benefit; participants who left a course before completion
had to reimburse the cogts of training. Training contracts were not performance-based but were subject
to a public procurement process. In Hungary, training was generdly less than 12 months, participants
were provided a stipend up to 110 percent of the unemployment benefit plus reimbursement of direct
costs. Contracts were not performance-based but public procurement procedures were used. In the
Czech Republic, training had the largest number of participants of dl ALPs. There were two training
programs, one for the genera unemployed and one for youth. The former averaged two months in
length and the participants got 70 percent of their previous wage during training. The latter youth
training program, focused on on-the-job training (Smilar to Turkey); the employer received a lump sum

for the training in exchange for retaining the participant for a least one year beyond the end of the
training program.

3.7  Table 3.1 summarizes the observable characteridtics of trainees. Trainees were dightly more
mae in Hungary and Poland, but more femae in Turkey and the Czech Republic, relatively young in dl
countries (30 years or less). A consderable portion had completed only primary education (with the
exception of the Czech Republic), and another mgor group had completed vocationa secondary school
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traning (in Hungary, Poland, and the Czech Republic). It should be noted that many individuas
completing secondary vocationd programs did not actualy achieve secondary school matriculation.

Table 3.1:
Characterigtics of Participantsof Retraining Programs (in percent)
Czech Hungary Poland Turkey
Republic 1/
Gender
Male 25 56 51 45
Female 67 44 49 55
Average Age 30 28 30 23
Education
Primary 10 35 26 18
Secondary Voc. 24 49 62 N/A
Secondary 59 24 09 67
Post Secondary 01 06 03 15

1/ Adult retraining program

3.8  Theoverdl impacts of training programs on employment, earnings, and use of  unemployment
bendfits are presented in Table 3.2. The data indicates thet, in generd, training had a small but positive
impact on employment, except for Turkey where the findings were not sgnificant or were negetive. It
should be noted that the Turkish program was primarily a short-term on-the-job training program that
had many characteristics of a wage subsidy program and there is current no-unemployment benefit
program in Turkey. The employment impact appears to have been quite durable in Poland and Hungary,
tended to disspate over time for the short Czech training programs, and became negative over time in
Turkey. While not shown on Table 3.2, the data dso indicate that the current employment impact of
individud training in Hungary was more pogtive than for group training, by about 0.03 percent; The
reason for the difference between individua and group training in Hungary is not dear, and may be due
to unmeasured characteridics of those entering individud training (e.g. persond initiative). Data from
Poland and Hungary dso show that shorter training (e.g., 1-6 months) can have smilar, and in some
cases grants impact, than longer training (e.g., 6-12 months).

Table3.2:
Overall Impact of Training Programs
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Czech Hungary /1 Poland Turkey
Republic
Any Employment +0.11*** +0.17 ** +0.10** +0.02 /2
Current Employment /3 +0.03 /2 +0.12 ** +0.14** -0.06 ***
Initial Monthly Earnings N/A $10* N/A N/A
Current Monthly Earnings +$86 *** $5 +$7+* +$32 *x*
Unemployment Comp. /4 +$198 *** -$27 +$4* Na

na- Not available

**% |mpact statistically significant at the 99 percent level of confidence

** |mpact statistically significant at the 95 percent level of confidence

*  Impact statistically significant at the 90 percent level of confidence

/1 Group training

/2 Impact on self -employment was positive

/3 At thetime of the survey.

/4 Positive means more unemployment benefits were paid to participants.

3.9  The employment impact on sub-groups of participants is presented in Table 3.3. The impact
can be seen as postive for both males and females, but was more positive for femaes, and was more
positive for youth and middle aged workers, as opposed to older workers. The impact is dso more
pogitive for individuas with primary and secondary educeation, as opposed to individuas with post-
secondary training. Training can be effective for both long and short-term unemployed, but was more
positive for the short-term unemployed, except for in the Czech Republic and for femaesin Turkey. In
severd ingances the impact of training tended to decline over time, which has ramifications for benefit-
cost analyses. This was particularly true for the Turkey program, which was primarily a subsidized on-
job-training program which gppeared to be heping people into initia employment, but the net effect did
not last. This type of program may have short term socid benefits, but did not appear to produce long
term employment benefits.

3.10 Although not shown on the table, the data from Poland shows significant current employment
impact from both public and private training providers, but dightly higher impact from private providers
(e.0.+0.10 for public, and +0.12 for private). The data dso show the impact of training on current
employment was dightly higher in areas of high unemployment vs. low unemployment (e.g., in Hungary
+0.14 vs. +0.10, Poland +0.09 vs. +0.06). While not reported in Table 3.3, one retraining subgroup in
Hungary (those who were forced out of their earlier job or were school leavers), had sgnificantly higher

reemployment rates than those who |eft their jobs voluntarily or were new entrants to the labor force.
Table 3.3:
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Employment Impact of Training by Subgroup /1

Czech Republic Hungary /2 Poland Turkey
Subgroup Any/current Any/current Any/current any/current
Gender
Male +0.04/+0.01 +0.10**/+0.03 +0.09**/+0.12** -0.09%**[-0.2%**
Female +0.11***/+0.04 +0.11**/+0.09** +0.06**/+0.12** -0.11*** /- 06**
Age
Youth +0.06/-0.04 +0.07**/+0.06** +0.07**/+0.10** +0.04/+0.00
Middleage +0.12***/+0.09*** [ +0.15**/+0.91** +0.20**[+0.29** +0.02/-0.06**
Older worker +0.05/-0.00 +0.09/_0.00 -0.12/-0.08 +0.01/-0.07**
Education
Primary +0.10*/-0.04 +0.17**/+0.05 +0.15%*/+0.15** +0.11***/-0.01
Secondary +0.08***/+0.05 +0.12**/+0.06*/3 | +0.08**/+0.12** /3 | +0.03/-0.03
Post Secondary +0.11/-0.00 +0.07/+0.22** +0.07/+0.10 -0.03/-0.10**
Unemployment
Short <12mos +0.09**/-0.02 +0.11**/+0.08** +0.14**[+0.17** -0.06***/-0.14***
Long >12mos +0.08*** /+0.06* * +0.09**/+0.00 +0.01/+0.06** +0.07***/-0.01

*** |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence
*  Impact statistically significant at the 90 percent level of confidence

/1 Any employment and current employment at time of survey
/2 Theresultsare for group training.
/3 Vocational secondary school

Public Service/Temporary Community Employment

3.11 Public service employment (PSE) programs were evauated in three countries (Czech Republic,
Poland, and Hungary). The generd objective of PSESis to provide temporary income support through
dhort-term trangtiond employment. PSE projects usudly provide support to improve public
infrastructure and services, and may assist in maintaining and developing job skills* Al three countries
have invested considerable resources in these programs.  In Poland and Hungary, the programs had the
highest number of participants of any ALP. In Poland the program was caled “public works’ and
participant stipends were set a 75 percent of the average nationa wage which was double the 36
percent of the average wage paid to recipients of unemployment benefits. In Hungary, the Employment
Fund paid for 70 percent of direct costs for PSE participants with loca governments covering the
remaning codts. In the Czech Republic the program was caled “Publicly Useful Jobs” participation

4

For amore complete analysis of the objectives and outcomes of public service employment see David Fretwell,

Sandra Wilson, “Public Service Employment - A Review of Programsin Selected OECD Countries and
Transition Economies.” World Bank Discussion Paper, World Bank, Washington D.C., 1999.
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was limited to six months, but could be extended, and projects generdly required only low job skills. In
al three countries work on a PSE project was considered bona fide employment to requdify for
unemployment compensation, which caused some problems with program operation. PSEs are
increasingly used as a means of determining if a person is redly available for work, and if the person

refuses a PSE job offer they may lose their socid assstance and/or unemployment benefit.

312 A summary of the observable characterigtics of PSE participants is presented in Table 3.4.
Compared to the genera population of registered unemployed PSE participants tended to have a lower
levd of educationd attainment--the mgority had only primary school education, were more likely to be
middle aged, and were mogt likely male. The manua nature of work required on many PSE projects
may have influenced the gender and educationd attainment composition of participants.

Table 3.4:
Characterigtics of Public Service Employment Participants (percent)

Czech Republic | Hungary Poland

Gender

Male 61 66 85

Female 37 14 15
Average Age A 36 29
Education

Primary 88 67 87

Secondary 10 30 12

Post Secondary 01 03 01

3.13 Theimpact of PSE programs on employment, earnings, and use of unemployment bendfits is
presented in Table 3.5. The results indicate mosily negetive impacts on earnings and employment. In
two countries of the three countries studied, there were sgnificant positive impacts on the amount of
unemployment compensation paid (more compensation paid). These results are partidly the result of
program design where participants may requaify for benefits by participating in a PSE.  The results for
Poland indicated a dgnificant postive impact (+0.10) for trandtion to regular non-subsidized
employment when private contractors were used. Use of public contractors had a sgnificant negative
impact (-0.05). Table 3.4 shows the combined impact of public and private PSE contractors.

Table 3.5:
Overall Impact of Public Service Employment Programs

| Czech Republic | Hungary | Poland
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Any Employment +0.05 -0.07** -0.05**
Current Employment -0.10%** -0.06** 0.02
Initial Earnings N/A +$4.13** N/A
Current Earnings -$35 -$o** -$6
Unemployment Compensation +$114 *** -$o** +$103*

N/A - Not available

*** |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence

*  Impact Statistically significant at the 90% level of confidence

3.14 The employment impact, following completion of PSE programs, on subgroups of participants
is presented in Table 3.6. The employment impact by gender tended to be negetive, or insgnificant,
with a pogtive indication for femaes in Hungary. In Poland, where there was a large number of young
people involved in public works projects, youth reemployment was negetively impacted by participation
in a PSE. Paticipation in a PSE does not help the long-term unemployed re-enter norma jobs, and

only has a positive impact for short-term unemployed in Hungary.
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Table 3.6
Employment I mpact of Public Service Employment Programs by Subgroup /1

Czech Republic Hungary any/current | Poland
Any/current any/current
Gender
Male 0.02/-0.12** 0.01/0.01 -0.07**/0.00
Female 0.08/-0.07 0.12**/0.10** 0.02/0.04
Age
Youth 0.01/-0.09 0.00/-0.01 -0.07%*/0.01
Middleage 0.05/-0.08 0.06/0.04 0.14/0.14 -0.04/0.01
Older worker 0.06/-0.13** -0.05/0.04
Education
Primary 0.05/-0.11* 0.02/0.01 -0.01/-0.00
Secondary 0.00/-0.09 0.03/0.03 /2 -0.08**/0.02 /2
Post Secondary -0.35/-0.29 0.13/0.15 -0.12/-0.22
Unemployment
Short <12mos 0.07/-0.12 0.08**/0.05** 0.02/0.02
Long >12mos 0.04/-0,10** -0.02/0.03 -0.13**/-0.01

*** |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence
*  |mpact statistically significant at the 90 percent level of confidence
/1 Any employment and current employment at time of survey

/2 Secondary vocational school

Wage Subsidy

3.15 Wage subsdy programs were evauated in three countries (Czech Republic, Poland, and
Hungary). The generd objective of these programs was to facilitate new employment by subsidizing
employer wage codts for alimited period of time. These programs attempted to stimulate |abor demand,
provide on-the-job work experience, and establish employer-employee relationships. In Poland, a
program cdled “intervention works’ operated like a wage subsidy program and it is andlyzed here as
such. In intervention works, wage and socid insurance codts for participants were paid for up to six
months up to the leve of the unemployment benefit, and for 150 percent of the average monthly wage
for the subsequent six months. Projects could not compete with private companies, and were available
only to enterprises that did not lay off more than 10 percent of workers over the preceding sx months.
In Hungary, the wage subsidy was 50 percent of wages for up to one year and was targeted a long-
term unemployed or young firg-time wage earners. This subsidy was only available to employers which
had not laid off rdated workers in the preceding ax months and which guaranteed to retain the
participants for a period equa to the duration of the wage subsidy. In the Czech Republic the program



was cdled "Socidly Purposeful Jobs' and provided a lump sum payment to employers who hired the
unemployed for up to two years. If the job did not last two years or the participant was not retained,
the employer had to return the entire lump sum subsidy. The Czech program had two dreams, the first
promoted wage employment, the second sdlf-employment. Data from the firg is presented in the
following tables, the second is presented in the next section on “sdf employment.” It is dso useful to
compare the findings on these programs with the data from Turkey on training programs presented in
preceding sections, as the Turkish training programs included many eements of wage subsdy programs.

3.16 A summary of the observable characteristics of wage subsdy participants is presented in Table
3.7. Wage subsidy participants tended to have low levels of educationd attainment--the mgority having
only completed primary school -- and were younger than the average registered unemployed (except
for in Hungary where the long term unemployed were the target group). It should be noted that the
Czech Republic dso has a separate wage subsidy program for recent graduates, combining the data
from the two programs would lower the average age. The gender, age, and educationd distribution of
the Turkey training program were smilar to Poland (see Table 3.1).

Table3.7:
Characteristics of Wage Subsidy Participants (per cent)
Czech Republic | Hungary Poland
Gender
Male 35 56 41
Female 65 44 59
Average Age 32 # 23
Education
Primary 74 53 47
Secondary 23 413 40
Post Secondary 02 04 01

3.17 The impact of wage subsidy programs on employment, earnings, and use of unemployment
benefits after program completion is presented in Table 3.8. Findings for retraining in Turkey (Table
3.2) have been included for comparison purposes because the characteristics of the Turkish on-job-
training retraining program are very smilar to wage subsidy programs. The data show the impact varied
somewhat by country. Poland's program had a positive and lasting impact on employment, where
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programs of less than or sx months, had more impact than longer programs (e.g., 0.18, 0.26, 0.12). No
lagting impact was found in longer Czech Republic programs, and a negative impact emerged in
Hungary and Turkey. The impact on the use of unemployment benefits was postive in the Czech
Republic and Hungary, with participants received more unemployment compensation; but negetive in
Poland, with participants recelving consderably less compensation. The data from the Czech youth
wage subsidy program reflect the same trends as for the adult program presented in Table 3.8.

Table 3.8:
Overall Impact of Wage Subsidy Programs

Czech Hungary Poland Turkey /1

Republic
Any Employment 0.09*** -0.01** 0.23** +0.02
Current Employment 0.02 -0.03** 0.24** -0.06 ***
Initial Earnings N/A $10 N/A N/A
Current Earnings -$18 ** -$6 $1 $32 ***
Unemployment Compensation $48 ** $7** -$182** Na

na- Not available

*** |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence
*  |Impact Statistically significant at the 90% level of confidence

/1 Turkey datafrom Table 3.2 for comparison purposes

3.18 The employment impact of wage subsidy programs on subgroups of participants are presented
in Table 3.9. Both maes and females gppear to benefit and the impact appears lasting, except in the
Czech Republic, where the program worked better for femaes. In generd, al age groups benefited
from the program, except in the Czech Republic, where there was no impact for older workers. The
programs worked better for those with primary and secondary level education. The programs appeared
to work equaly wdl for those with short and long-term unemployment, except in the Czech Republic
where there was a only a short-term benefit for the long term unemployed. Femaes and lower educated
participants gained the most from the programs in Turkey and the Czech Republic program, where a
considerable proportion of participants with these characteristics were in the programs.



Table3.9:

Employment I mpact of Wage Subsidy Programs on Subgroups /1

Czech Republic Hungary any/current | Poland
Any/current Any/current
Gender
Male 0.06/0.06 0.07**/0.08** 0.11**/0.11**
Female 0.10***/0.02 0.12**/0.19** 0.15**/0.11**
Age
Youth 0.12***/0.04 0.06**/0.67** 0.13**/0.134**
Middleage 0.16**/-0.01 0.07**/0.09** 0.14**/0.16**
Older worker na/0.03 0.14**/0.14** 0.15/0.30**
Education
Primary 0.13**/0.04 0.12**/0,13** 0.15**/0.18**
Secondary 0.07/-0.02 0.08**/0.06** /2 0.14**/0.13** /2
Post Secondary 0.10/0.10 0.02/-0.00 0.05-0.04
Unemployment
Short<12 mos 0.06/-0.00 0.09**/0.08** 0.25**/0.21**
Long >12mos 0.10***/0.02 0.12**/0.12** -0.09**/0.01**

*** |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence
*  Impact statistically significant at the 90 percent level of confidence
/1 Any employment and current employment at time of survey

/2 Secondary vocational school

Salf Employment

3.19 Sdf-employment programs were evauated in three countries (Czech Republic, Poland, and
Hungary).> A smdl saf-employment training program was aso implemented in Turkey but, since the
program focused on training and had very few participants, the program impacts were not investigated.
Sdf-employment programs are often initiated to address a“lack of demand” for labor, and dso address
gtructura unemployment. In Poland, the programs provided micro-credit loans that could not exceed
20 times the aggregate monthly wage, and were offered a prevailing interest rates. If the sdf-
employment continued 24 months in Poland, 50 percent of the origind loan amount was forgiven (this
program has since been supplemented with a network of small-business technica ass stance centers and
incubators). In Hungary, the program focused on technical assstance and additiona income support
including up to sx months of supplementa unemployment benefits. The program aso financed hdf the

cost of technica assstance sarvicestraining, and up to haf the premium on loan insurance for business

> Resultsreported here for transition countries may be contrasted with findings from classically

designed random assignment field experiments on self-employment conducted in the United States
(Benuset al., 1995).



gart-up. In the Czech Republic the program was one part of the “ Socialy Purposeful Jobs’ program as
described in the previous section on wage subsidies. Participants were given credits, of an average of

about US$900, to start a small business.

3.20 A summary of the characterigtics of sdf-employment participantsis presented in Table 3.10. A
higher percentage of participants tended to be male in Hungary and Poland than in the Czech Republic,
were middle aged. Both primary and secondary educated individuds participated equdly, aong with
some individuas who had higher education

Table 3.10:
Characterigtics of Participantsin Self-employment Programs (in per cent)

Czech Republic | Hungary Poland

Gender

Male 4 62 60

Female 56 3 40
Average Age 35 36 A
Education /1

Primary 46 51 4

Secondary 45 38 43

Post Secondary 09 11 03

/1 Level of education completed

3.21 Theimpact of sef-employment assstance on employment, earnings, and use of  unemployment
benefits after program completion is presented in Table 3.11. The impact on employment was positive
and lagting in two of the three countries studied. The impacts on earnings was positive in Poland, neutral
in the Czech Republic, and negative in Hungary?. There may have been reuctance for full disclosure to
public officids as pat of paticipants tax avoidance drategy. The negetive impact on use of
unemployment compensation, eg., less compensation was pad to participants, was consderable in
Hungary and Poland. This trend was in contrast with the outcome in the Czech Republic, where more
benefits were paid, and may has been a function of the design of the program if the credit provided was
actudly charged as unemployment compensation.

® The control group was constructed in the same manner as for other programs, employment included
both self and/or wage employment, and earnings included self and/or wage employment earnings.
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Table 3.11:
Overall Impact of Sdf-employment Programs

Czech Rep. Hungary Poland
Initial Employment 0.11*** 0.17 0.28**
Current Employment 0.22*** [1 0.19 0.24**
Initial Earnings N/A -$40* * N/A
Current Earnings $ -$26* * $71**
Unemployment Compensation $79* -120** -$264**

N/A - Not available

**% |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence
*  Impact Statistically significant at the 90% level of confidence

/1 self employment impact was 0.75***

3.22 The impact of sdf-employment programs on subgroups of participants is presented in Table
3.12. In generd, both genders benefited sgnificantly with females faring better in the Czech Republic.
Middle and older workers benefited more consistently than youth, athough youth benefited in Hungary
and in initid employment in Poland. Participants with lower educetion levels (eg., primary) benefited
equdly, and in severa cases better, than workers with more education, particularly those with post-
secondary education. Thereis evidence that the programs can have a positive impact for those who are

both long and short-term unemployed, with adightly greater impact with the longer-term unemployed.

Table 3.12:
Employment Impact of Sdlf-employment Programs by Subgroup /1
Czech Republic Hungary any/current | Poland

Subgroup any/current Any/current
Gender

Male 0.09/0.10 0.71**/0.75** 0.16**/0.06*

Female 0.14**/0.32*** 0.12**/0.16** 0.37**/0.26
Age

Youth 0.09/-0.05 0.09**/0.07** 0.15**/0.39

Middleage 0.06/0.17** 0/07**/0.09** 0.28**/0.20**

Older worker 0.19***/0.35*** 0.14**/0.14** 0.38**/0.17**
Education

Primary 0.59*** [0, 72*** 0.12**/0.13** 0.33**/0.71**

Secondary 0.00**/0.07 0.08**/0.06* /2 0.24**/0.15** /2

Post-Secondary 0.08/0.10 0.02/0.00 0.27+*/-0.04
Unemployment

Short<12mos 0.11/0.11 0.09**/0.08** 0.23**/0.22%*

Long >12mos 0.12**]Q.24*** 0.12**/0.12** 0.28**/-0.01

*** |mpact statistically significant at the 99 percent level of confidence
** |mpact statistically significant at the 95 percent level of confidence
*  Impact statistically significant at the 90 percent level of confidence
/1 Any employment and current employment at time of survey

/2 Secondary vocational school
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Employment Services

3.23  An atempt was made to evauate Employment Service (ES) programsin dl four countries (the
Czech Republic, Poland, Hungary, and Turkey). The generd objectives of employment services were
to: (a) regigter the unemployed and monitor their employment status to vaidate continuing digibility for
income support payments, (b) provide placement services to assst those who are frictiondly
unemployed to re-enter the labor market, and; (c) for those who are structuraly unemployed, to
provide career assessment and screening prior to entry into another ALP Fretwel and Goldberg,
1993). Services provided by the ES generdly included job placement, career counsding and
asessment, in-depth job search assistance and job clubs.  Additiondly, the ES administered the
unemployment compensation and other active |abor programs.

3.24 It should be noted that, at the time the study was conducted, employment services were in a
date of devdopment in dl countries and, while al provided regidration and job placement services,
other services were not widespread. Thisis reflected in the data from Hungary and Poland which shows
that 81 and 86 percent respectively, of the comparison group who used the ES, used the job referra
service with the use of other services being minima. ALP participant use of public ES offices was,
however, quite widespread. This was possibly due to the recent emergence of unemployment and the
need to regider a the employment service to obtan unemployment benefits, and the historica
propengity of individuas in these countries to look for assstance from gtate ingtitutions.

3.25 Difficulties were encountered in evauating the ES in this study because there was no clear way
to define participant and comparison groups as done for other ALPs. All ALP paticipant and
comparison group members, including those usng employment services, were registered with the ES.
Those who did not participate in other ALPs (e.g., were in the general comparison group), became the
main sample for evauating the ES. Each person in the control group was asked if they used or did not
use sarvices of the ES, and from this information participant and matched comparison groups were
derived. The problem with this gpproach was that, by definition, al individuas had come in contact with
the ES and, snce the ES in three
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countries (Poland, Hungary, and the Czech Republic) had to administer a work test to determine
digibility for unemployment compensation, dl individuas got minima placement services. Therefore, the
andyss of the ES involved comparing those who got minima services againgt those who sought out and
used more sarvices. Because of this type of anayss, the sgnificance of the impact of the ES may be
undergated, except in Turkey, where there was no unemployment benefit and no forma requirement to
provide minima services to al registrants. One way to address this problem in a future study would be
to sdect a comparison group from a generd household survey, as these individuds would not
necessarily be registered at the ES. However there was not sufficient time or resources to attempt this

type of andyss during the Study.

3.26  Notwithstanding the above problem, the observable characteristics of ES users are summarized
in Table 3.13. The table indicates that both genders tended to use the employment services, the
mgority of people usng the ES had primary and secondary levels of education, and in Poland users

tended to be younger than non-users.

Table 3.13:
General Characteristics of Employment Service Users
Czech Hungary Poland Turkey
Republic
Gender

Male 37 57 46 59

Female 63 43 54 41
Average Age 33 33 25 28
Education

Primary 62 46 53 N/A

Secondary 33 17 45 N/A

Post Secondary 5 02 02 N/A

3.27 Theuseof ESassgance gopeared to help individuas gain initid employment in Turkey, but did
not have an impact in the other countries. The pogtive finding in Turkey (where there was no
requirement for Unemployment Compensation beneficiaries to use the ES) combined with the neutra
impacts found in the other countries (where there were minima identifiable differences in usage across
the groups) tends to support the conclusion that the ES can have a positive impact, and that the findings
of the Study in the Czech Republic, Hungary and Poland are suspect due to the previoudy described
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sampling problem. The downstream impact of the ES on employment and earnings was less
pronounced, perhaps because individuas do not use the ES to change jobs after gaining initia
reemployment. The negative impact on current earnings in Hungary may be atributable to individuds
taking lower paying jobs proposed by the ES, as opposed to staying out of the labor market longer and
ganing reemployment a a higher wage rate.  Survey reults indicate that participants in Poland and
Hungary consistently reported that the ES did help them gain employment.

3.28 Detaled data on subgroup impacts for the ES is not reported here because of the previousy
outlined data problems. However, the findings do indicate that while the impact on maes is not
sgnificant, the impact of the ES for femdes is podtive. Use of the ES appears to help both long and
short-term unemployed re-enter the labor market. In addition, in Hungary and Poland, the ES had a
positive impact on initid employment in areas of both low and high unemployment.

3.29 A secondary objective of the ES is to screen and counsd the unemployed prior to entry into
other more expensive and extensve ALPs. The Study did attempt to analyze the interaction between
the ES and other ALPs. In other words, does ES screening improve the employment impact of
retraining, public works, wage subsdies and sdf-employment? The evidence suggested that use of the
ES can have a postive impact on initid employment after most ALPs, but the benefit appears to
disappear within two years of ES use. As previoudy indicated, the primary service provided by the ES

was job placement. Servicesfor job counsding and assessment were very limited.

V. CONCLUSIONSAND IMPLICATIONSFOR POLICY

The Objectivein Evaluating Active Labor Programs:

4.1  The primary objective of the Study was to determine if ALPs have sgnificant podtive net
impects, that is, if program participants have significantly better reemployment success than others with
gmilar characterigtics who did not participatein an ALP. All five ALPs evaluated were found to have a
ggnificant pogtive net impact for some population subgroups, a generd finding supported by the 1996
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OECD review that concluded that there are ALPs that work for most groups of individuas. However,

the Study found the impact was not sgnificant for some sub-groups, and for some ALPs the impact was

negative. This fina chapter summarizes the generd trends in findings on the various outcome measures

across demographic and regional subgroups.

Overall | mplications of the Study

4.2

Thefindings of the Study have three broad implications:

Evaluating Programs. Net impact evauations should be used to supplement ongoing performance
management systems that track gross outcome indicators of programs. Middle income countries can
implement both performance management, and quas-experimental design evauation programs
without large investments, when compared to the potential savings and more effective use of ALP
program resources. These findings are similar to those from the previoudy referenced OECD and
ILO reviews which conclude that the impact of ALPs varies widely between and within countries
and that it is difficult to make generdizations.

Targeting Programs. The generd trends and variations, identified in ALP impacts across
subgroups of participants emphasize the vaue of carefully targeting existing programs to selected
participants to maximize the socia benefits resulting from the public money expended. Both the ILO

and OECD reviews reached the same genera conclusion.

Designing Programs A review of the design of programs, and their impact, provides evidence
that program design is a Sgnificant factor in determining net impact. The ILO review reached smilar
conclusons and emphasized the need to examine the adminigration, management, and ingtitutional
context of the ddivery of ALPs.

I mplementation of Evaluation Programs

4.3

Administration of evaluation programs. Agencies adminisering ALPs can benefit by
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becoming directly involved in evaduating the impact of programs. The Study was carried out under the
leadership of the national employment services of the countries involved, with support from related
Minigtries of Labor. This gpproach worked well. It helped provide access to necessary information,
and increased the likelihood that the results would be used in future ddiberations on program design.
Furthermore, the involvement of agency daff helped to develop the internd expertise needed to
replicate and extend the investigation.

4.4 It could be argued that, to ensure objectivity, such evauation studies should be carried out
completely by bodies independent of the adminidirating agency. In two of the countries in this study,
the administration of surveys was carried out by an independent private contractor, to help ensure the
vdidity of the results. The benefits of using this approach must be weighed againg its increased cost
(i.e, direct data collection costs were increased threefold), and the idea that the use of outsde
contractors to conduct surveys may have a negative impact on building the capacity of ALP
implementing agencies to undertake evauations, and their ability and willingness to understand and use
the results to refine program operations. The OECD and ILO reviews emphasized the need make
evauations more rigorous, address net impact questions, and the OECD suggested a need to test
dternate modds for quas-experimenta design andysis.

45  Performance Monitoring: The development of performance indicator monitoring systems,
automation of employment service records, and delineation of specific budgets to finance the direct
costs of follow up surveys of participants and comparison groups are important precursors for
implementation of quas-experimenta design sudies. In the countries where performance indicator
systems had been developed, there was much greater readiness for undertaking the net impact

evdudion.

4.6  Technical Assistance: The use of some outsde technicd assstance, internationd or locd, to
assigt with study design, sample selection, and data analysis will normally be necessary asthese skillsare
not commonly available within agencies administering ALPs.



Net | mpact of Training Programs

4.7 Training can have a postive impact on employment and earnings. Short-term training is as
effective as long-term training. Individua “voucher type’ training may be more effective than group
training, if service providers are available. Private and public providers can ddiver effective training, but
private and enterprise provison may be more effective. This general conclusion is supported by the ILO
and OECD reviews. With respect to subgroups, the findings indicate thet training can have a positive net
impact for: both for maes and femaes, but the impact may be higher for femdes; for young and middle
aged workers, as opposed to older workers; both short and long-term unemployed, but the impact may
be greater for the short-term unemployed; and those with primary and secondary education, as
opposad to those with post-secondary qudifications. The finding for women is smilar to the finding by
the OECD, but the finding on lower educationa qudifications is not supported by OECD reviews.
Findly, it should aso be noted that the unit costs of retraining are the second lowest of the five ALPs
studied, and considerably cheaper than public service employment, wage subsidy, and self-employment

programs.

Net | mpact of Public Service/Temporary Community Employment Programs

4.8 Public service employment (PSE) has no impact, or a Sgnificantly negetive impact, on post-
program employment and earnings, and should not be consdered as a active labor program which
assigs in labor redeployment. PSEs should be looked to primarily as a targeted income support
program. This conclusion is supported by other reviews of PSE programs (Fretwell and Wilson, 1999)
and by the OECD review of ALPs. However, it is important to recognize the socia vaue of PSE
projects which may indude helping to maintain political stability in times of high unemployment and
rebuilding of public infrastructure. If PSE programs are going to be implemented, strong consideration
should be given to having them operated by private sector employers, because evidence from the Study
indicates that this approach appears to result in more positive post-program employment impacts than
when the programs are implemented by public agencies. PSES are increasingly being used as work-
teds to eiminate individuds, who may have had hidden employment from other income support
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programs. If thisisto be done with equity, access concerns must be addressed and the program must
be carefully designed since the findings in two countries indicate that PSE participants actudly used
sgnificantly more unemployment benefits than non-participants.

Net | mpact of Wage Subsidy Programs

4.9  Wage subsdy program impacts on employment and wages are mixed; there is more impact on
employment than wages, and the impact varies consderably based on program design. Shorter
programs appear to have more impact on employment than longer ones and impact tends to disspate
over time as the benefit to employers is removed. Programs tend to benefit dl age groups, which is
somewhat different than the OECD finding which noted a lack of impact on youth. Femaes and
individuas with lower educationd qudifications tend to benefit the mos. The finding on femades was
supported by the OECD review. The problem of dead-weight and theissue of displacement must be
addressed during program design and several gpproaches can be used including: checking for prior
related layoffs a enterprises involved in the program, following up to see that employers retain
participants, and requiring payback of benefitsif the participant is not retained.

Net | mpact of Self-employment Programs

4.10 Sdf-employment programs have a generdly postive impact on employment, but mixed
impact on earnings, perhaps because of the persond investment required to get a smal business
underway or under reporting of self-employment income. Program content was quite different between
countries (e.g., micro-credit, extended income support, technica assistance) which suggests that there
are dternative schemes that should be considered, given the fact that micro-credit schemes tend to be
more expendgve than other gpproaches. The programs appear to benefit maes and femades equdly, and
middle aged and older workers more consgtently than youth. The findings are dightly different from the
OECD review tha concluded that the impact was most sgnificant for maes under 40. The programs
ggnificantly and equaly benefited participants with primary and secondary education levels, and more
30 than those with higher education. This concluson is somewhat different than findings of other studies,
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including the OECD review, that indicate that participants with higher levels of education do better than
less educated participants in sdf-employment programs. The difference may partidly reflect a high
demand for small business services in the countries studied.

Net | mpact of Employment Service Programs

411 The gtudy findings on the impact of employment services were not conclusive due to problems
encountered in defining clear participants and a comparison group sample. However, the Study
provided generd support for the idea that employment services, in this case primarily placement
savices, can have a ggnificant impact on helping individuds find initid employment, but there was no
evidence of impact on wages. The concluson that job search assgtance is generdly effective is
supported by the findings of the ILO and OECD reviews. There was dso a positive linkage between
employment services and selected active labor in severa countries programs (e.g., employment services
improved the impact of retraining). Given the fact that employment services have the lowest unit cost of
any ALP, it would appear that continued support of this program may be warranted for its own sake,
as well as because of its linkage with other ALPs. The ILO review aso concluded that combining

messures into integrated packages can increase their effectiveness.

| mpact on Special Target Groups

4.12 The previous paragraphs present Study conclusons by “program.” An aternate agpproach to
andydss and design of ALP palicy could be based on identification of programs to meet the needs of
selected target groups (e.g., women, youth, the unemployed with low levels of basic education) who
may be particularly at risk during periods of economic restructuring. The Study concluded thét:

Women benefit as much, or more, than men from participation in most ALPs. This generd
conclusion was supported by the OECD review. The Study found that women benefited more than
men from participation in wage subsdy and retraining programs, and equaly with men in sdf-
employment programs.



Y outh gppear to benefit from training and wage subsidy programs. These conclusions are somewhat
different from OECD findings which indicate a lack of impact of wage subsdy and training
programs for youth.

Low skilled/educated workers, who are often among the first and most adversdy affected by
economic restructuring, benefited from retraining, wage subsidy, and self-employment. The latter
finding differs from the concluson of the OECD review, but may be explained by the emerging
opportunities for small business in the countries in the Study. The Study findings indicate that public
sarvice employment programs had a negative impact on this group of unemployed, in-fact more
negative than for other groups.

Net Benefit Cost Analysis

4.13 One am of the study was to generate net benefit estimates for ALPs. This proved to be a
difficult objective to meet, but should be retained as an important eement of such studies. If this activity
is integrated into Smilar studies in the future more resources need to be dlocated. In this sudy some

cost data was available (eg., unit cogts of programs, additiond months of unemployment benefits), as
was some benefit data (e.g., savings on income support, wage gains), but other critical data (eg.,

additional months of income support for non-participants, increased productivity data on participants,

vaue of goods and services produced by public service employment programs) were not available. In
addition, there is some question, based on results of amilar studies Benus, 1996) whether the wage

data generated by follow-up surveys provides a good indication of long-term impact. An attempt was
made, in the Poland country study, to generate net benefit estimates for the nationa labor office, the

nationa government, and al society. The findings provide some guidance as to methodology for further

sudies, but the generdly negative results should not be regarded as conclusive, given the data problems
encountered. The ILO and OECD reviews did not address this topic in-depth or present net cost

benefit data for programs studied.



Further Questions for Research

4.14 The study pointed to some areas where refinements are needed, if this type of evauation isto

be replicated:

Future studies should attempt to identify a comparison group sample outsde the individuas
registered at the employment service, perhagps by using the household survey sample frame (when
one exists). This may strengthen the comparison group sample, and is required if andyss of
employment service participants isto be accomplished.

Further research needs to be done to evauate the impact of employment services, and the sample

should be of sufficient size to evaluate sub-categories of services.

Net cost benefit analyses need to be completed, however this will require considerable additiond
effort to define and evaluate additional data sources.

Sequentid follow-up surveys should be considered as an adjunct to the Study, and further research
activities of this type, to evduae longer term program impact, including wage impeact; both the
OECD and ILO reviews reached the same concluson. The OECD review made the point that
some programs may work better after they have been running for longer periods, and individuds
may not regp the benefits for some time. Some data from the Hungary study tends to support this
conclusion with regard to the impact of retraining programs.

| mplications for Bank and Financing of Active Labor Policies and Programs

4.15 Theconclusons of the Study have severd key implications for Bank technicd assstance and
lending for development and implementation of labor policies and programs, including AL Ps. Contacts
with Borrowers should aways include discussions of methods of evaluating the gross and net impact of
employment policies on short and long-term employment. Bank lending for ingtitutiona development,
and or/service ddivery, should include development of capabilities to design and maintain evauation



systemsfor labor programs. Discussions with Borrowers regarding implementation of ALPs should
highlight the fact that there is a strong possibility thet the programs will have alow employment and
earnings impact unless they are carefully designed and targeted. Bank staff should provide background
papers on the design and evauation of ALPS, including this Study aswell as ILO and OECD reviews,
to Borrowers, and encourage them to vigt neighboring countries which have completed rigorous

evaduaionsof ALPsin order to improve design of their programs and related evaluation systems.
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Annex |: Details of Project Design

Three of the four countries participating in the Study; the Czech Republic, Hungary, and Poland
were former centrdly planned economies. These countries have experienced high levels of
unemployment due to economic restructuring, including significant downszing of the state production
sector with pardle increases in employment in the service sector and private firms. During this period
they rapidly implemented a number of passive income support programs (unemployment benefits, means
tested socid assstance) and paralld active labor programs, These three countries have recently joined
the OECD. Turkey, the fourth country in the study, is a long-time member of the OECD. Turkey, in
comparison to the other countries, has a larger proportion of the workforce in the rurd agricultura
sector, and is experiencing consderable rurd to urban migration that has sgnificant implications for
unemployment. Turkey is currently conddering legiddion to implement an unemployment benefit,
upgrade employment services, and to broaden the types of ALPs available to the unemployed.

An overdl Project Steering Committee (PSC) was established condisting of representatives
from the World Bank, the four participating countries, the externd financing agencies, and the two
technical assstance contractors. The PSC agreed that the programs to be studied in each country
should include the most widdly used active labor programs in each country. To the extent possble

smilar programs across countries were salected to provide abasis for cross-country comparison.

At the inception of the study it was envisoned that the design and implementation phases would
be done under a generd term of reference, agreed to by the PSC, and that financing would be sought
for the entire study at one time. However, after PSC discussionsin 1995, it was agreed that it would be
difficult to integrate and finance these two phases in one overdl Terms of Reference. As aresult a
detailed design phase was completed firs.  This was reviewed and findized within the PSC in June
1996. Next financing was arranged and implementation was completed in 1996 and 1997. The overdl

study, from initial discussions to in-country dissemination of results, took approximately 24 months.”

" TheTerms of Reference for the Study is available from the study coordinator at the World Bank.



The study built upon previous work undertaken in Poland and Hungary, supported by World
Bank projects, which facilitated the development of nationd performance indicator evauation systems
for ALPs. These systems provide a systematic method of identifying gross ALP program impacts,
including defining peformance indicators and participant follow-up procedures. The nationd
performance indicator systems in Poland and Hungary were developed as part of the World Bank
financed Poland Employment Promotion and Services Project, and the Hungary Human Resources
Project’. Such data and procedures provide a useful foundation for the more complex quas-
experimental design evaluation as reported in this paper.®

It was dso was agreed tha results from the study would be disseminated nationdly and
internationally via conferences, workshops, and written documentation. Each country held a nationd
dissemination by late 1997, where an in-depth summary of the design, implementation and results for
each country was presented by the technica assistance contractors and country representatives. An
international seminar, financed by the World Bank Economic Development Ingtitute and hosted by the
Turkish Employment Agency, was held in June, 1998. Over one hundred representatives from some 17

countries and internationa organizations attended the Conference.

8 More details on these projects can be obtained from the World Bank by reviewing the Project Documents

including the Staff Appraisal Report, and by reviewing a summary paper produced by the technical assistance
contractor, W.E. Upjohn Institute for Employment Research (O’ Leary, Christopher J., “ Performance Indicators:
A Management Tool for Active Labor Programsin Hungary and Poland.” International Labor Review, Vol. 134,
No. 6, 1995).

A small scale net impact evaluation of retraining and public service employment in Hungary was
conducted in 1992 and 1993 using a quasi-experimental design (O'Leary, Christopher J., "A Net
Impact Analysis of Active Labor Programsin Hungary," The Economics of Transition, Val. 5, No.
2,,1997).
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Annex |1: Czech Republic

| units ]| 1992| 1993 1994 1995 1996
Population and Demographic Data
Total Population (mid-year) Thousands 10319.1 10329.9 10333.6 10327.3 10315.2
Share of children (0-17) % 256 249 242 235 227
Life expectancy
mde Yrs 685 69.3 69.5 70.0 704
femde Yrs 76.1 76.4 76.6 76.9 77.3
Labor Markets
Labor force Thousands 5061.8 4986.2 4819.6 5042.1 5062.2
Participation rate 78.2 79.6 804 79.3
mde % -- 828 830 98.3
femae % - 770 779 615
Unemployment rate (registered) % 31 30 33 30 31
by education level
primary or less % 838 81 103 112
secondary general % 27 26 20 2.1
secondary vocational % 36 37 34 35
higher % - 19 14 11 0.6
by age
youth % - 6.4 6.7 6.3
prime age % - 34 34 30
older (within 5 yrs of retirement) % - 19 17 22
Economic Context
Real GDP growth rate % -6.4 -0.9 26 50 4.8
GDP per capita Uss 2709.9 30239 34874 4567.0 5048.0
CPI Inflation (annual average) % 111 208 100 91 88
Average monthly industrial wage uss 169.9 2022 2396 3045 309.7,

Sources. TransMONEE Database, UNICEF-ICDC Florence; Labor Market Database (Q2 survey data);

MultiQuery Database



Annex |1: Hungary

Units 1992 1993 1994 1995 1996
Population and Demographic Data
Tota Population (mid-year) Thousands 103237 102936 10261.3 10229.0 101934
Share of children (0-17) % 245 239 233 228 -
Life expectancy
Male Yrs 64.6 64.5 64.8 65.3 66.1
Female Yrs 737 738 74.2 745 74.7
Labor Markets
Labor force Thousands 5468.9 5030.0 4770.6 4500.3 4074.9
Participation rate % 72.9 701 67.9 73.0
mde % 75.1 726 723 -
femde % 68.9 66.1 63.3 -
Unemployment rate (registered) % 123 121 104 104 105
by education level
primary or less % 14.3 174 16.0 16.0 16.3
secondary general % 6.7 86 7.8 6.8 72
secondary vocational % 113 145 128 122 127
higher % 23 29 29 27 3]
by age
youth % 187 225 205 198
prime age % 8.6 108 95 9.0
older (within 5 yrs of retirement) % 83 104 58 55
Economic Context
Real GDP growth rate % -31 -0.6 30 15 0.2
GDP per capita Uss 3603.9 37435 4054.6 4266.3 4249.0
CPI Inflation (annual average) % 230 225 188 282 23.6
Average monthly industrial wage Uss 279.6 300.0 317.9 314.1 3139

Sources: TransMONEE Database, UNICEF-ICDC Florence; Labor Market Database (Q2 survey data);

MultiQuery Database
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Annex |l: Poland

Units 1992 1993 1994 1995 1996
Demographics
Total Population (mid-year) Thousands 38365.0 38459.0 38544.0 38588.0 38618.0
Share of children (0-17) % 29.3 289 284 279 27.3
Life expectancy
Mae yrs. 66.7 674 67.5 67.6 63.1]
Female yrs. 75.7 76.0 76.1 76.4 76.6
Labor Markets
Labor force Thousands 17520.2 17650.8 1749 177104
Participation rate 59.2 59.0 70.7 61.7
mde % 61.6 75.6 75.2 -
femde % 56.6 65.7 64.8 -
Unemployment rate (registered) % 136 164 16.0 149 136
by education level
primary or less % 120 140 150 138 137
secondary general % 138 130 131 120 118
secondary vocational % 155 174 174 157 154
higher % 6.6 6.0 52 41 3.6
by age
youth % 26.1 29.8 30.8 337
prime age % 122 130 132 136
older (within 5 yrs of retirement) % 17 20 18 84
Economic Context
Real GDP growth rate % 26 38 52 71 6.0)
GDP per capita Uss 2198.0 22323 24019 30574 34955
CPI Inflation (annual average) % 43.0 36.3 322 278 199
Average monthly industrial wage Uss 2185 2343 264.8 3280 3734

Sources. TransMONEE Database, UNICEF-ICDC Florence; Labor Market Database (Q2 survey data);

MultiQuery Database
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Annex 11: Turkey
Units 1992 1993 1994 1995 1996
Population and Demogr aphic
Data
Tota Population (mid-year)  thousands 58,401,001 59,491,000 60,575,998 61,643,997 66,697,000
Life expectancy
Male yrs 70 70 71 66 66
Femade yrs 65 65 65 70 71
Labor Markets
Labor force thousands 21504 21469 22158 22674 22919
Participation rate % 52 50 51 51 50)
mde % 73 71 72 71 70
femade % 31 30 30 31 30
Unemployment rate (survey) % 81 78 81 6.9 6.0)
by education level 81 78 81 6.9 6.0
primary % 7 7 7 6 -
Junior high school % 12 12 12 10 -
voc/tech junior high school % 10 10 15 12 =
high school % 17 16 16 14 -
voc/tech high school % 14 12 14 14 -
University & other post- % 8 7 7 6 =
secondary
by age
Economic Context
GDP growth rate % 6.4 78 -5.7 78
GDP per capita Uss 2,682 2,981 2,173 2,727

Inflation (annual)
Average monthly industrial

wage

%




Annex |11 Details of Sample Selection

Site and Sample selection for Hungary

The sample for analysis in Hungary was drawn from randomly selected samplesin agrategicaly
selected group of ten counties which, taken together, comprised nearly two-thirds of the nation’s
population: Budapest (the capita city), Baranya, Bekes, Borsod, Csongrad, Fejer, Hajdu-Bihar, Pest,
Szabolcs, and Vas™ In 1996, these counties spanned the full range of economic conditions. Three
counties enjoyed an unemployment rate of below 8 per cent, three suffered unemployment ratesin
excess of 15 per cent, and four had moderate rates of unemployment. Some had experienced steady
labor market improvement since the peak of national unemployment reached in early 1993, while others
had stagnated. Compared with the country as awhole, these counties had a somewhat smaller
proportion of employment in agriculture, a higher population density, alower unemployment rate, and
higher mean monthly wages.

The surveys were administered by experts from the National Labor Center. Surveys were
conducted in March and April 1997 in house-to-house vists by officids of loca labor offices during
their off-work hours™ Program participant groups were drawn from those completing their
participation in the programs during the second quarter of 1996. There was random sampling from this
outflow of participants where sample sizes were large enough, with random draws made according to
birth date. As regards the smadl number of participants in self-employment, an attempt was made to
contact dl those who had participated in this program during the first three quarters of 1996. The
comparison group was randomly selected, using birth dates, from the inflow to the regigter in the ten
counties during the second quarter of 1995. That was judged to be about the period during which most
people drawn for the participant samples had themselves registered as unemployed. The following

" Provincial divisions in Hungary are called counties and in Poland voivods.

' Some interviews were conducted during regular visits by the unemployed to labour offices. Such a process
means estimates of the impact of ALPson re-employment rates may be biased downwards since the unemployed are
more likely to visit labour offices, and the employed are less likely to be available at home during house-to-house
visits.



characteristics were used to compute regression adjusted net impact estimates for active labor programs
in Hungary: prior average monthly wage, age, gender, education, prior labor market status, specia job
finding difficulty indicator variable, indicator variables for occupation wanted, spouse present indicator,
spouse employed indicator, number of children under 6, number of children over 6 plus other
dependents, net monthly household earnings, county of resdence indicator. Note, some net impact
estimates also controlled for use of placement services of the loca labor office through an interaction
model

The comparison group and the samples of ALP participantsin Hungary are satidticaly
sgnificantly different on several demographic characteristics. 2By contrast with the comparison group,
participantsin the individua retraining and group retraining samples included more women, and were
younger and better educated; participantsin the PSE sample were predominantly male, younger, and
less educated; those in the wage subsidy sample were somewhat better educated; and those in the sdlf-
employment sample were predominantly male, closer on average to prime working age, and better
educated. The following characteristics were used to draw a matched-pair comparison group for each
active |labor program participant sample: age, education, gender, months of work experience, date of
regisiration as unemployed, and loca |abor office where registered as unemployed.

The subgtantid differencesin sample composition suggest that there was non-random
assgnment of participants to particular ALPs. This means that estimates of net impact must be
computed while controlling for sysematic seection bias. In thisarticle, correction in estimation islimited
to adjustments based on observable characteristics.™® The estimation methodology used and the use of a
comparison group purge the net impact estimates of the effects of any creaming practiced by program

adminigtrators.

2" In Hungary, the survey response rate among ALP participants was 81.4 per cent, while that for the comparison
group was 75.6 per cent.

3The estimates presented in this article were all computed using an ordinary least squares regression model, which
controls for observable characteristics and for use of particular ES assistance.



Site and Sample selection for Poland

The data needed to evauate AL Ps in Poland were gathered through surveys of randomly
selected participant samples and Strategicaly selected comparison samplesin agroup of eight voivods:
Gorzow, Katowice, Konin, Krakow, Lublin, Olsztyn, Poznan, and Radom. Though these locations
were chosen partly because of smilarities in information processing, they none the less span the full
range of |labour market experience in Poland during the trangtion to a market economy.** Of the eight
voivods surveyed, four are among Poland’ s most populous. Katowice, Krakow, Lublin, and Poznan.
The eight encompass over a quarter of the population of Poland, including severd large cities, and
therefore yield an above-average population dendty. These areas aso have much lower unemployment

rates, somewhat higher wages, and a smdler share of agriculture than the country as awhole.

Surveys were conducted in 80 locd areas between 15 February and 15 April 1997. The
guestionnaires were administered by experts from the voivod labour offices and interviews were
conducted by officids from locd |abour offices. Some interviews were carried out during regular visits
to labour offices by individuas who had previoudy been sdected; others were carried out during house-

to-house vigts. The overdl response rate was 92.6 per cent.

The sampling frame for participants in retraining, public works, and intervention works was
entry into an ALP during the course of 1995. Random sampling of participants was done by birth date,
Since alonger period is required to assess the effects of self-employment assistance, receipt of aloan
during 1993 and 1994 was taken as the sampling frame. The smdl numbers involved meant that instead
of random sampling from self-employment participants, an attempt was made to contact the whole
population of recipients of assistance. For other programs, sample sizes for each voivod were set to be
proportiond to the voivod share of participation in programs. Once the participant samples had been
selected, the observable exogenous characterigtics of the selected groups were examined. The
comparison group samples were drawn from the population of registered unemployed by matching

A dozen different local labour office computer systems were in use around Poland at the time of the survey. Two
different systems were involved in the eight voivods surveyed.



persons in each of the ALP participant samples to the most smilar person from the unemployment
register of the sameloca labour office. Separate comparison group samples for each program were
selected from among those who had registered as unemployed within the same time period and had
never participated in an ALP.

By contrast with a random sample of unemployed, participants in the retraining sample were
predominantly female, younger, better educated, less likely to be in ablue-collar occupation, and more
likely to bein long-term unemployment; participants in the public works were predominantly male,
younger, and less educated; those in the intervention works sample were predominantly female,
younger, less likely to be in a blue-collar occupation, and more likely to be in long-term unemployment;
and those in sdf-employment were predominantly male, more likely to be of prime working age and to
have received a vocationd education, and dightly less likely to be in long-term unemployment.

Site and Sample Selection in Turkey

Five sites, which maintained computerized records that were linked eectronically to the nationd
office I stanbul, Ankara, 1zmir, Adana, and Bursawere selected for the study. Thesefive Stes
represented the five largest citiesin Turkey, containing a significant proportion of Turkey’s population.
Furthermore, these five Stes represent more than haf of the training courses and more than haf of the
individuas trained by the Employment Guarantee Training Program (EGTP). Istanbul has, by far, the
most trainees -- nearly seven thousand. I1zmir, with over four thousand, has the next largest number of
trainees. Together, Istanbul and Izmir represent over half (54 percent) of the total number of program
participants in 1995 (10,976 out of a nationd tota of 20,037).

Based on data availability and other consderations, we selected the above five sites for our
sudy. Specificdly, the availability of eectronic datafiles substantialy reduces the cost of sample
selection and enhanced the ability to sdect a representative sample of participants and non-participants.
The five Stes do not include any rurd aress, therefore impact estimates may only be reflective of the
impact ALPsin urban areas. Furthermore, the results are dso significantly influenced by two large

urban areas. |sanbul and |zmir.
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The sample sze was specified to be of sufficient Sze to be able to derive accurate impact
edimates of the Employment Guarantee Training Program. This requirement, in conjunction with a
budgetary congtraint, resulted in a sample size of gpproximately 2,000 participants and 2,000
comparison group members. Participants were selected from among those who enrolled in training
courses, comparison group members were salected from among 11BK registrants who did not
participate in the EGTP. To assess the net impact of the training program, the Study included a dummy
variable for participation status in these regressons (i.e., P=1 if in the participant group and P=0 if in the
comparison group).  In addition, to help isolate the impact of the training program, the Study included a
number of other independent variables in the regressons. All the regression equations reported in this
report include the following dummy varidbles mde 20-24 years old, 25 years old and older; education
(middle), education (secondary), education (other); Istanbul, Ankara, Izmir, and Adang; family sze (4),
family size (5), family sze (6 or more); long term unemployed; prior employment status (regular), prior
employment status (student/housewife), prior employment status (unemployed); and I1BK helped in job
placement.

Given the smdl number of 1995 EGTP participants in the three smdler sites (Ankara, 329;
Bursa, 224; and Adana, 115) the sample included al 668 program participantsin these Stes. In the
larger sites (Istanbul and 1zmir), the Study sdlected arandom sample of the program participantsin
1995. The sze of these samples in these cities was proportionate to their number of trainees. Thus, in
Istanbul the Study selected approximately 800; in Izmir, approximately 600.

For avariety of reasonsthe [ICK believed it was preferable to have an outside contractor,
rather than the loca employment office, implement the follow-up surveys. Asaresult, a private survey
firm, Stratgji|Mori, Inc., to was contracted to refine, trandate and implement the survey. The origind
intention was to conduct in-person interviews only. However, to conserve the survey budget, it was

necessary to utilize both telephone and in-person interviews. Approximeately one-third of the surveys

2 All the regression equations reported in this report include the following dummy variables: male; 20-24
yearsold, 25 years old and older; education (middle), education (secondary), education (other); Istanbul,
Ankara,lzmir, and Adana; family size (4), family size (5), family size (6 or more); long term unemployed; prior
employment status (regular), prior employment status (student/housewife), prior employment status (unempl oyed);
and 1I1BK helped in job placement.



were conducted by telephone; the remainder were conducted in-person.

The overdl response rate for the entire sample was 39 percent. For the participant group, the
response rate was 43 percent, dightly higher than for the non-participant group (37 percent). This
pattern of higher response rate for the participant group than for the non-participant group was to be
expected since the participant group had more contact with the 11BK and, thus, their address
information was better.

There was little pattern in the response rate across Sites. In some sites, for example, the
response rate is higher for the participant group; in other Stes, the response rate is higher for the non-
participant group. Ankara had the highest response rate for both participant and non-participant
groups. Overdl, Ankara s response rate was 54 per cent.

Site and Sample Selection in the Czech Republic

The Czech Republic conssts of 8 adminidrative regions and 76 counties (or digtricts). Based
on criteria developed by the researchers and the Ministry of Labor and Socia Affairs (MOLSA), 20
districts were sdlected to represent the nation. The selected districts represented a wide range of
unemployment rates. For example, the selected Stes included aress of rdatively high unemployment like
Mogt (7.6%) and Karvina (6.6%) and areas with hardly any unemployment like Jnd ich v Hradec
(0.8%) and Praha-zépad (0.5%). In addition, the MOL SA selected districts that were spread
throughout the country and districts with different types of economic production activity (e.g., industrid,
agriculturd, etc).

For each program, the eva uation sample was sdected from among al individuas who
registered at the employment service during 1994 and enrolled inan ALPin 1994 or 1995. The
participant sample was thus a random sample of 1994-95 ALP participants. The sample sdected in
each Ste was in proportion to the number of program participantsin the didtrict. Thus, the analysis
sampleisreflective of dl ALPs participants in the Czech Republic. To assess the net impact of the each
ALP, the Study included adummy varigble for participation statusin these regressons (i.e.,, P=1 if in the
participant group and P=0 if in the comparison group). In addition, to help isolate the impact of the
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training program, the Study included a number of other independent variables in the regressions. All the
regression equations reported in this report include the following dummy variables. mae 25-40 years
old, 41 years old and older; education (middle), education (secondary), education (university); town
sze less than 5,000, town size (5,000-10,000), town size 10,001-50,000, town size 50,001-100,000;
family size (3), family sze (4), family sze (5 or more); long term unemployed; prior employment status
(regular), prior employment status (student); and PES helped in job placement.

The sample sze was specified to be of sufficient Size to be able to derive accurate impact
estimates of the four ALPsto be evaluated. It was estimated that there was a need to select 1,000
participants and 1,000 comparison group members for each of the four ALPs. (1) Socidly Purposeful
Jobs, (2) Publicly Useful Jobs, (3) Program for School Leavers, and (4) Retraining. Unforeseen events,
however, sgnificantly dtered the sample selection and sample size plans as described in the following
paragraphs.

For avariety of reasons, the researchers fdt it was preferable to have an outside contractor,
rather than the loca employment office, implement the follow-up surveys. As aresult, the follow-up was
contracted with a private survey firm, Statistical Consultation and Computing (SC&C), to refine,
trandate and implement the survey. For cost reasons, however, it was necessary to use local
employment sarvice officids asinterviewers. Thus, SC& C hired a number of local employment service
daff to serve asther interview saff. To minimize the potentialy biasing effects discussed above, the
interviews were conducted in-person and away from the loca employment office.

The Minigtry of Labor and Socid Affairs ruled that researchers could not able to gain direct
access to the addresses of registered persons. Rather, potential respondents had to be contacted by
the Labor Office and be asked for written permission to have their addresses given out for research
purposes. Clearly, this had a devastating impact on sample plans. The immediate affect of this new
requirement were: the schedule was dramatically delayed; costs were substantiadly increased due to the
additional mailing cogts, and he response rate was dramatically reduced (since most people did not

LAl the regression equations reported in this report include the following dummy variables. male; 25-40
yearsold, 41 yearsold and older; education (middle), education (secondary), education (university); town size less
than 5,000, town size (5,000-10,000), town size 10,001-50,000, town size 50,001-100,000; family size (3), family size (4),
family size (5 or more); long term unemployed; prior employment status (regular), prior employment status (student);
and PES helped in job placement.



respond to the letter).

The field surveys were conducted during March-May of 1997. While the origina god wasto
collect gpproximately 8,000 surveys, unexpected eventsin the fidd led to afina sample of 4471, dightly
more than half the desired sample sze (56%).

A totd of 24,973 Labor Office registrants were contacted by mail for permission to be
interviewed. In some cases, two mailings were required. Of these nearly twenty five thousand potentia
respondents, only 4,537 (18 percent) agreed to have their addresses provided to the survey firm. This
low response rate was not surprising given the suspicion of government that till exists in many countries.
Among those who provided their permission, the response rate was very high. The overdl response

rate, however, was 18 percent.
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Annex IV Details of Statistical Analysis

The main gpped of program evauation which uses acdasscaly designed experiment involving
random assgnment is that net impacts are easy to understand, and therefore more influentid for the
purpose of guiding policy. If random assgnment is achieved, modeing of behavior and complex
econometric methods are not needed to obtain estimates of the net impact of a program. With large
samples randomly assigned to trestment and control groups, observable and unobservable
characterigtics of the two groups should not differ on average, so that any difference in outcomes may
be attributed to the program. Program impact may be measured as the smple difference between the

means for treatment and control group members on outcomes of interest.

When there is non-random assignment to either the ALP participant group or the comparison
group from the population of unemployed job-seekers, then statistica methods of correction must be
used to offset the selection biasin order to estimate the net impact of ALPs.*® Recent surveys of
microeconomic evauations of ALPs conducted by Fay (1996) for OECD member countries and by
Meager and Evans (1998) for a selected group of countries emphasize the importance of accounting for
deadweight loss and displacement effects when measuring the impact of the program. With amixed
bag of findings which reved that the net impact of different ALPs varies widdly from one population
subgroup to another, the authors of both surveys argued that targeting of servicesis crucid to

maximizing the socia dividend from public expenditure on employment programs:*®

> Such methods are sometimes called quasi-experimental because they attempt to mimic statistically the ideal of a
true experiment based on random trials (Fay, 1996). Program impact reported in this article was estimated according
to models such as the following:

Yi =& + b ALP, + b,ES + b;ALP, *ES; + CX; + u,

8 That is for the following reasons. When an unemployed person participates in an ALP which does not improve
his/her chance of re-employment, there is a deadweight loss to society for the expenditure incurred. If a program
manager practices creaming in selecting participants for ALPs such that the people supported would have secured
employment without the assistance, then a deadweight loss also results. When an ALP participant gains re-
employment at the direct expense of an otherwise similar job-seeker, then displacement has occurred. When an
employer, either government or private, receives a subsidy to hire a worker who would otherwise have been hired
anyway, then substitution of ALP financing for other intended spending has occurred.
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It is crucid to account for displacement and subgtitution effects when assessing the net socid
benefits of public programs. However, these factors are irrdlevant at the individud level and very difficult
to measure a the socid level. Theinvestigation summarized here focused on the net impact of ALPS,
and the design using a comparison group automeaticaly accounted for possible deadweight loss by
comparing ALP participants with otherwise smilar non-participants. A subgroup analysis of net impact
provides abasisfor targeting ALPs.

This study gpplied three ways of measuring program impacts. (a) unadjusted impacts, asmple
difference between the participant group and the overal comparison group on outcomes of interest; (b)
matched pair andys's, comparing means for participant groups with matched comparison groups, and
(c) regression adjusted net impact andlys's, estimating program impacts using regression modelsto
adjust for observable differences between participant and comparison groups. Since participant and
comparison samples were not created by arandom assignment experiment, unadjusted differencesyied
gross impact rather than net impact estimate. These estimates are useful in comparison to net impacts
for investigating the practice of creaming in program assgnment. In this Study, net impact esimates
were computed by matched pairs and regression adjustment methods. That is sample sdlection
corrections were based entirely on observable characterigtics.

Unadjusted | mpact Estimates

To make ideas precise, estimation procedures can be stated algebraicaly. Gross program
impacts may be computed as the smple difference between means of the samples of program

participants and control group members on outcome measures of interest, or:

(1) Ebp - EMo),

where E is the expectation operator yielding means of the random variables, y is an outcome of interest,

and the index p denotes the sample of program participants while ¢ denotes the comparison sample.



Tedts of sgnificance are done using t-gtatistics.

The result of the computation stated in equation (1) is equivaent to the dope coefficient
estimated by ordinary least squares (OLS) applied to a smple bi-variate regresson modd. That is,
program impacts can be estimated by running the OLS modd!:

(2 yi=at+aP +u,

on a pooled sample of comparison group members and program participants, wherey is the outcome of
interest, & isthe impact of the program on the outcome for the ALP participants, & isthe mean vdue
of the outcome for comparison group members, P isadummy varigble with avaue of 1 for active labor
program (ALP) participants and O otherwise, u isanormaly distributed mean zero error term, and i is
an index denoting individuas in either the participant or comparison group samples. Testsfor

sgnificance of program impacts are Smply t-tests on the parameter &.

I mpact Estimates Using a Matched Pairs Comparison Group

When participant group and comparison group members differ sgnificantly in terms of
observable characteritics, it would not be surprising to observe different |abor market success across
program participant and comparison groups even in the absence of ALPs. To put the assessment of
ALPs on an even footing, a separate comparison group for each sample of ALP participants may be
formed using a matched pairs methodology. Matched pairs comparison groups were formed by
comparing persons in the ALP participant samples with those in the full comparison group using the

standardized Maha anobis distance measure:

©) Ooe = SUM(Zpi - Zak)’

where, the index p represents observations in an ALP participant sample and the index ¢ represents

observations from the comparison group, the index k runs over the n exogenous characteristics on



which the observations are matched, and Z represents the standardized vaue of a characteristic where
the mean and standard deviation of the characterigtic is computed on the pooled sample of the
comparison group sampling frame and the participantsin the rlevant ALP.

Using this distance measure, separate matched pairs comparison groups were selected for each
ALP. The person with the smallest d,. from the full comparison group sampling frame was selected for
inclusion in the matched pairs comparison group, with ties being resolved randomly and each personiin
the ALP sample being compared to al those in the full comparison group sampling frame.*’

After forming the matched pairs comparison groups, program impact estimates were computed
using asmple difference of means, with significance of impacts being judged by t-tests. It should be
noted that because a single observation from the comparison sample may be chosen more than once for
the synthetic comparison group, the estimated standard error, computed in the usua way, for this group
will be reduced. The t-gtatistics for the matched pairs andysis may therefore be overstated since they
depend on alower bound estimate of the standard error.

Regression Adjusted | mpact Estimates

Multivariate regresson analyss is a natura method for ng the net impact of program
participation on labor market success when observable characteristics of participant and comparison
group members are dramatically different. This method involves a Smple extenson of equation (2). In
such cases, estimation of the modd:

4 Vi = &+ &P + biXg + Xy + .+ DX + U,

by OLS on the pooled sample yields net program impact estimates.® 1n equation (4) y is the outcome

Y That is, sampling was done with replacement.

Since the main dependent variable of interest--in anormal job--is binary, the regression model predictsthe
probability of reemployment. The OLS estimationisalinear probability model, which may yield biased estimates.
OL S estimates may be biased since the range of variation in the dependent variable is constrained to the zero-one
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of interest, & is the mean vaue of the outcome for comparison group members evaluated a the mean of
al observable characterigtics included in the regression, P is a dummy variable with avaue of 1 for
program participation and O otherwise, & isthe impact of the program on the outcome for the program
participants evaluated a the mean of al observable characteridtics, X; to X, are observable
characteristics measured as deviations from their mean values, u isanormally distributed mean zero
error term, and i is an index denoting individuals in either the participant or comparison group samples.*®
This method yields net program impacts adjusted for observable characteristics® The
estimates are called net because the comparison and program participant groups are statistically
adjusted s0 as to remove heterogeneity acrossthe samples. That is, the only remaining factor
contributing to a difference in the outcome measure is exposure to the program treatment. The

estimation methodology nets out dl other observable factors affecting the outcome.

Subgroup Net | mpact Estimation M ethodoloqgy

For each separate AL P, subgroup trestment impacts were Smultaneoudy estimated in asingle
regresson modd. The specification employed alows the trestment response for each subgroup to be
estimated controlling for the influence of other subgroup characterigtics. For example, the mode alows
edimation of treatment impacts associated with being femae controlling for the fact that femades are

more likely to have more formal education and lesslikely to work in ablue collar occupation.

Suppressing subscripts and using matrix notation, the regresson equation used to estimate
subgroup net impact estimates can be written:

(5) Y=a+PB+GC+GPD +u

interval. Biasis usually most severe when the bulk of probability clusters at one or other extreme of the zero-one
interval reemployment probabilities for the ALP and comparison groups generally range from about 40 to 60 percent,
the limited range of the dependent variable is not alikely source of severe bias in estimating parameters by OLS.

9 Theregression model is astatement of an analysis of covariance methodology, where X, to X, are the covariates.
The next procedure to adjust for differences across samplesisto account for differencesin unobservable
characteristics. Thetechnique, involves applying the methods of Heckman is problematic because instruments are
usually not available to explain participation independent of reemployment success.
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whereY isthe outcome measure, ais the intercept, B, C, and D, are conformable parameter vectors, P
isthe indicator of participation in an ALP, G isthe matrix of dummy variables which code for
membership in asubgroup, and u is amean zero normaly distributed random error term. Equetion (5)
Specifies a complete one-way interaction mode. It dlows smultaneous estimation of al subgroup
treatment impacts, but imposes linear restrictions on the estimates.  Treatment impacts for a particular
subgroup are computed as the sum of the parameter estimate on the product of the subgroup dummy
variable and the trestment indicator plus the sum of parameter estimates on the product of subgroup
dummy variables and the trestment indicator multiplied by their repective population shares. In each
computation, parameter estimates for the complement to the subgroup of interest are omitted.

The subgroup impact estimates may be considered to be regression adjusted in the sense that
each subgroup impact is estimated while smultaneoudy alowing impactsto vary across other subgroups

considered.

M ethodoloqgy for Estimation of Program Components

To egtimate the impact of separate features of an ALP on outcomes of interest, new program
variables are defined from the single program variable P, such that the vectors for the new variables add
up to the vector for the old variable. For example, if P, hasavadue of 1 if participated in an ALP and O
otherwise, to examine the separate impacts of the AL P operated by public and private enterprises on
outcomes of interest we may define P; = 1 if participated in an ALP operated by a public enterprise
and 0 otherwise, and P, = 1 if participated in an ALP operated by a private enterpriseand 0
otherwise. Therefore P, = Py + Py , and the separate impacts of the ALP run by public and private
enterprises on outcomes of interest can be estimated by OL S regression applied to asmple modd like:

(6) Yi = bp + byPyi + bPy + u.

57



World Bank User
\\StreetTalk\DeptDisk @HCHDD @W orldbank\PUBL I C\sp\M ELVINA\AMIT\Eval -Activel aborprog.doc
7/8/99 4:00 PM



