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ABSTRACT

Wages, Employment and Tenure of Temporarily Subsidized Workers:
Does the Industry Matter?

This paper explores whether wage, employment and tenure outcomes of workers taking up a
job subsidized by the German Federal Employment Agency differ by industry. The analysis
utilizes administrative data and statistical matching techniques; it covers an observation
period of 3.5 years. First, we conduct a within-industry comparison of temporarily subsidized
and otherwise similar unsubsidized workers. The findings show for most industries that
subsidized workers had similar short-run wages, but fared significantly better in the longer
run. Second, we compare labor market outcomes of subsidized workers within each industry
with those of similar subsidized workers in other industries. The main result is that cumulated
wages of workers would not have differed significantly, if they had been hired in another
industry instead. However, we find significant differences in short-term wages, employment
and tenure outcomes across industries. Finally, from a fiscal point of view it seems more
advantageous to subsidize workers hired in industries that are less subject to demand
fluctuations.
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1 Introduction

Wage subsidies reduce labor costs and thus pr@aridacentive for employers to hire
workers whose factual or perceived productivitysinet cover their labor costs (Bell et
al. 1999). In Germany, caseworkers in local labarkat offices may grant such wage
subsidies to employers, if these hire workers wetihporarily productivity deficits at a
particular job. If firms dismiss workers during teabsidization period or a follow-up
period of the same length, they can be obligecetmbiurse part of the subsidy. Thus,
workers have the opportunity during this “protestiperiod” to increase productivity
through learning-on-the-job and to reduce an engsleyuncertainty about their skills.
Such wage subsidies are an important part of Geratéine labor market policies:
From 2003 to 2005, the number of entries into ttug@am decreased from 180,000 to
134,000, but afterwards it increased again to atd@50,000 yearly entries during 2007
to 2009.

Notwithstanding the high number of entries intolspcograms, the recent literature on
wage subsidies does not provide much informatioatidr effects on the employment
prospects of subsidized workers vary by industhis Btudy aims to fill this gap in the
literature. For job entries during the second agraof 2003, it explores whether wage,
employment and tenure outcomes of subsidized asdbsidized workers differ across
ten German industries, in which 70 percent of abssdized workers were hired. In a
first step, we compare labor market outcomes aividdals taking up a subsidized job
with those of similar unsubsidized hires within g@me industry. In a second step, we
ask whether a worker taking up a subsidized jod frarticular sector would have bene-
fited from finding a subsidized job in another seciThe analysis is based on adminis-

trative data; comparisons groups are selected anmef statistical matching.

Several studies have already investigated the teffleavage subsidies on the employ-
ment and tenure outcomes of subsidized workerearnJS, Sweden, Belgium, the UK
and Germany (e.g. Burtless 1985, Card/Hyslop 2@@8ling/Richardson 2004, Cockx

et al. 1998, Dorsett 2006, Fredriksson/Johanss@8,2Borslund et al. 2004, Gobel
2006, 2007, Jaenichen 2002, Jaenichen/Stephan RO@®e 2009, Sianesi 2008), or on
the wages of initially subsidized workers (Dubin/&is 1993, Brouillette/Lacroix 2008,

Hamersma 2008). This paper extends and buildspewaous study for Germany (Ste-



phan 2010), which did, however, not differentiaggween industries. For the short-run,
it showed that wages of previously unemployed warkaking up a subsidized job did
not differ from those of otherwise similar indivials who found an unsubsidized job.
Thus, in contrast to previous studies for the USither evidence on rent sharing
through subsidies (Hamersma 2008) nor stigma aeffgfcsubsidies (Dubin/Rivers 1993,
Brouillette/Lacroix 2008) were found. But cumulatedges of subsidized workers were
higher over a longer time-horizon, because theipleyment shares exceeded those of

unsubsidized workers.

With few exceptions, however, firm heterogeneitys@iection into schemes as well as
in determining these outcomes has been neglectéukifiterature. For the US Work
Opportunity Tax Credit and the Welfare-to-Work T@xedit programs, Hamersma
(2010) analyzed why only a fraction of employereldible workers claimed subsidies
and found that firms with a larger fraction of werk exceeding the program’s job dura-
tion thresholds are more likely to claim the supsigor the same programs, Hamers-
ma/Heinrich (2008) paid particular attention to sdies granted to temporary help
firms. They showed that subsidized workers in thalyged US temporary help firms
had higher earnings than unsubsidized ones; ndestheheir earnings and tenure were

lower than those of subsidized workers in otheusgtdes.

The broad international literature on inter-indysitvage differentials (starting with

Dickens/Katz 1987, Krueger/Summers 1987, 1988)shasvn that large and persistent
inter-industry wage differences prevail even aft@ntrolling for a variety of worker and

job related characteristics as well as for unobermvorker heterogeneity. Such diffe-
rentials may reflect sectoral differences in thenho capital endowment of the work-
force, non-pecuniary aspects of work, rent-shaopgortunities, or the institutional

setting (see for instance the discussion in Gened. 009). Fitzenberger/Kurz (2003)
provided an overview on earlier studies of intettistry wage differentials in Germany.
Recent work for Germany has paid particular attento the temporary help sector: For
2004, Jahn (2010) found that temporary help firmk®os received only 55 percent of
wage of workers in other industries, and that a@faground 20 percent remained con-

trolling for observable and unobservable individciaracteristics.

Regarding selection of subsidized workers intoipaldr industries, one might expect

that the importance of subsidies in combinationhvat “protection period” may be



smaller in industries that are characterized bgngtrseasonal fluctuations of employ-
ment and where labor demand is difficult to predietrthermore, subsidies may be par-
ticularly well suited for industries where learniag the job enhances productivity con-
siderably or where settling-in costs are compaeatilow. However, our main focus of
interest is not on the inter-industry wage struetas such or on selection processes into
industries, but on wage and employment outcomesibs$idized workers. In this con-
text, it is sensible to assume that as soon asypaerily subsidized employment rela-
tionship has taken place, it may be shielded byesertent against firms’ adjustments
in employment. Thus, workers taking up a job witlidustries that are subject to fre-
quent adjustments (seasonal or business-cycleedglatay profit particularly from the
“protection period” associated with subsidies. Tdhogs not rule out, however, that they
would have fared even better, if they would hawantba subsidized job within another

industry with less employment fluctuations.

Our study shows that results on the effectivenéssubsidies within particular indus-
tries depend on the particular question asked;therowords, findings from an intra-
industry and an inter-industry comparison do natessarily coincide: Within most in-
dustries and in the longer run, this paper fin@dg thin terms of cumulated wages, em-
ployment prospects as well as tenure within theagpifirm — workers that were hired
with the help of a subsidy fare significantly bettban similar workers taking up an
unsubsidized job. Effects on cumulated wages ouerobservation period of 3.5 years
are particularly high in the construction induséinyd hotels and restaurants, which are
characterized by strong seasonal adjustments inlogmpnt. However, an inter-
industry comparison of subsidized workers shows thaulated wages of subsidized
workers would not have differed significantly, lifety had been hired in another industry
instead. Nonetheless, from a fiscal point of vigdveeems more advantageous to grant

subsidies for workers hired in industries thatlass subject to demand fluctuations.

In the following, Section 2 briefly describes th@gram and the data set, while Section
3 depicts the econometric strategy and the vasab$ed. Section 4 discusses within-
industry results and Section 5 inter-industry eates. Finally, Section 6 summarizes

and draws some conclusions.



2 Program features and data set

This study jointly analyzes entries into two similgage subsidy schemes for employers
that were in place in Germany during the periodveen 1998 and 2003 (and were
merged during 2004). One type provided compensdborspecial training require-
ments (“Eingliederungszuschuss bei Einarbeitungd eould be granted for up to 30
percent of monthly wages for up to 6 months. Theotype was aimed at hard-to-place
unemployed with severe problems of reintegratidgir({liederungszuschuss bei ersch-
werter Vermittlung”); it could account for as muak 50 percent of the monthly salary
and continue for at most 12 months. Within the léganework, caseworkers in local
employment agencies had latitude in the allowarem@stn as well as in the fixing of
the amount and duration of the subsidy. Subsidoesdcnot be granted, if the worker
had previously been regularly employed at the fapplying for the subsidy during the
last four years.

An important feature of the subsidy is the “proi@ttperiod” associated with it: If the
employer dismissed (for reasons attributable tdith® a subsidized person within the
subsidization period or a follow-up period of theare length, the employer could be
asked to reimburse part of the subsidy. In linélitese regulations, Hartmann (2004)
found survey evidence that firms restrained fromnbibecause of flexibility require-
ments and if they could not predict labor demanth&longer run. As has already been
noted, Hamersma (2010) showed for the US that rticpdar firms with a larger frac-
tion of workers exceeding the program’s job duratibresholds were likely to claim

employment subsidies.

When determining the size of the subsidy, only \gage to the collectively negotiated
or the local customary level, respectively, andtasocial security thresholds can be
taken into account. Furthermore, there seems mbeformal consensus that subsidies
should not support wage dumping and that the sidesildvages should not be below
the local customary wage level (ZEW et al. 200G¢p8San (2010) points out that the
high importance of collective agreements in Germanplies that lower or higher
wages for subsidized workers than for unsubsidiwedkers within similar jobs and
within the same firm might first not be feasiblé thie firm is covered by a collective
agreement and the worker is unionized) and, seaaddeven more importantly, be as-



sessed as not acceptable or unfair, respectivglyydokers, firms’ management and
also by caseworkers.

Our analysis is based on an administrative datafsiste German Federal Employment
Agency, the Treatment Effects and Prediction dat&ffeR) (Stephan et al. 2006). The
data combine data flows on periods of registerédsgarch, registered unemployment,
participation in labor market programs and employtdnformation on the characte-
ristics of the job — in particular on wages — isrgeel from the employment history files
(BeH) of the Institute for Employment Research (JABhese are based on notifications
of employment to the social security insurance #ém$ entail an upper bound on the
wage information at the social security contribotiomnits. As we will see, however,
subsidized employment is generally low wage emplayimthus our analysis is not af-
fected by this restriction. Daily wages are comgutg dividing entire earnings during
an employment spell by the duration of the spetlays (including days without work).
Regrettably, the data do not provide informationptanned durations of subsidization,
exact weekly working hours, whether an employeriap@ collective contract, on the

individual caseworker involved and on mean job temwithin firms.

The sample used here covers all individuals wheredtfull-time employment during

the second quarter of 2003 after a period of uneympént of up to one year. Subse-
guent wages and employment of workers are obseyveda period of 3.5 years. The
analysis restricts itself to individuals aged 251fbat the beginning of their unemploy-
ment spell (younger and older persons might bebédigor specific programs for their

age groups) and to individuals who had not hadrapl@yment spell within the same
firm during the past three years. Excepting thst faubsidized employment spell, our
main focus is on times in unsubsidized employmbat tvere subject to social insur-
ance contributions. Thus, when computing cumulatade and employment outcomes,
we exclude all marginal employment spells and speith a daily wage rate of less
than 10 Euro from our analysis as well as furthexiqals of subsidized employment. If
parallel employment spells were observed, we tak@ account only the spell with the

1 The TrEffeR data set is not available for pubbe, but it is composed of the same data flovthexs
Integrated Employment Biographies (IEB) of the itas¢ for Employment Research (Hummel et al.
2005), for which a research data set is available.



highest daily wage rate. For computing job tenure,assume that an individual is em-
ployed within the same firm as long as the firrmigféer in social security notifications

remains the same (see Brixy/Fritsch 2002 for furthi®rmation on this topic).

For all industries, the remaining data set contairmsind 10,000 entries in subsidized
and 180,000 entries into unsubsidized employmeut.aDalysis restricts itself on those
10 out of 61 industries where we observe at |e@8tehtries (or 4 percent of all entries,
respectively) in subsidized jobs. These sectorercaround 7,000 entries in subsidized
and 125,000 entries in unsubsidized employment.iiithestry classification we use is
the WZ03 (“Wirtschaftszweigklassifikation 2003") tite two-digit-level; as an excep-
tion, we classify temporary help firms (that areled at the five-digit-level and belong
to economic services) as an own indugttgnportant parts of the remaining “other eco-

nomic services” are in particular cleaning and s@cservices.

Table 1: Sectoral composition of entries into ergpient (in percent)
Across sectors Within sectpr Subsidized within sector
Unsub- Training Hard-to-place
Subsidized  sidized Subsidized  subsidy subsidy

Metal products 4.6 2.6 8.9 62.8 37.2
Construction 19.5 23.5 4.4 61.6 38.4
Automobile trade/repair 4.0 1.7 12.0 54.2 45.8
Wholesale 5.8 4.1 7.4 55.5 44.5
Retail trade 6.6 4.5 7.6 46.9 53.1
Hotels/restaurants 4.5 6.9 3.5 41.9 58.1
Land transportation 4.0 2.9 7.1 47.5 52.5
Temporary help firms 6.2 12.3 2.8 28.4 71.6
Other economic services 9.5 6.7 7.3 53.0 47.0
Health/social services 4.5 4.3 5.5 53.7 46.3
Other 51 industries 30.9 30.5 5.4 56.1 43.9
Total 100.0 100.¢ 5.3 53.6 46.4

Note: Previously unemployed workers taking uplitfme job during the second quarter of 2003.

Table 1 shows the sectoral composition of the datan percentages, including those
sectors not investigated further. While less thagrercent of all entries in unsubsidized
employment occurred in two of the selected indast(automobile trade and repair as

2 Some studies interpret employment in a tempanaly firm itself as a treatment itself and investi
gate the stepping stone effect of temporary helgkwido regular jobs (e.g. Jahn/Rosholm 2010).



well as land transportation), only one of the secexcluded from our analysis covers
around 4 percent of all entries (agriculture). Asble 1 shows, most hires by far oc-
curred within the construction sector. This is @ity driven by seasonal factors as we
analyze entries from spring 2003. The highest sbarsubsidized entries is found in
automobile trade and repair, where a subsidy wastgd for more than 12 percent of
new hires. While both types of the subsidy — faming purposes and for hard-to-place
individuals — included in our investigation accodot roughly half of all subsidized
hires, we find some variation across sectors: hiquaar, within temporary help firms

around 70 percent of subsidies were granted fai-t@place unemployed persons.

3 Method and variables

Let us denote workers taking up a subsidized jainduhe second quarter of 2003 in a
particular industry as the “treatment group”. Th#come variables we analyze are 1)
nominal short-run wages (daily wages when takinghgjob), 2) nominal cumulated
wages over the entire observation period of 3.5syé@ssuming wages of zero during
times without employment), 3) cumulated days of lxympent over the entire observa-
tion period, and 4) job tenure in the first empl@mrelationship during this period in

days.

For different industries, we are first interestaditie mean difference in outcome va-
riables between the treatment group and othervasgparable workers, who started an
unsubsidized job during the same time period. S&tcae ask for the difference in out-

comes between the treatment group and otherwis@am@ile workers, who started a
subsidized employment relationship within one @& dther industries under considera-
tion. We apply “matching on observables” to finckegdate comparison groups (Rubin
1974). The identifying assumption is that accoupfior observable differences across
individuals in the treatment and the comparisorugre no unobserved heterogeneity
correlated with the selection into programs andhvatitcome variables remains. In

other words, we assume that all variables X, dateny these participation decisions as
well as the expected success of taking up subsiddrgployment in a particular sector
are known and available. Then the mean outcomeeicdmparison group estimates the

mean unobserved outcome that members of the traagnmeup would have had, if they



would not have been supported by a subsidy (in pligicular sector). With non-
experimental data, regression and duration analygght be applied, too. Matching,
however, makes no functional form assumptions amida an identification of effects

from projections into regions where there are na gaints.

Because of the high number of observable variavledave to take into account, we
conduct a matching on the propensity score — thbalnility to join a program — to ob-
tain the same probability distribution for treatadd non-treated individuals (Rosen-
baum and Rubin 1983). First, we estimate the iddi&i probability to be subsidized —
the propensity score — by a binary probit. Secavelselect a comparison such that the
distributions of the propensity scores are simitarboth groups of workers. For this
purpose, we conduct a radius matching (Dehejia/\Wa2®02), which matches the
treatment group with “synthetic” comparison persamnposed of a weighted equiva-
lent of all persons falling within the radius okthpropensity score. The estimates were
performed using the stata modpkematch2Leuven/Sianesi 2003). We choose a radius
or caliper — the maximum distance of propensityssdetween treated and comparison
persons — of 0.002. Note that results are veryestabgardless of the particular match-
ing algorithm or caliper chosen. Finally, we congditfferences of outcome variables
between the treatment and comparison groups. Weaddlitionally present graphs on
shares over time for both outcome variables, becaogployment shares vary over time

and the job tenure variable is right censured.

With statistical matching, a counterfactual carfdaend only for those individuals in the

treatment group who are in common support withviidials in the potential compari-

son group (see for instance Caliendo/Kopenig 2008jnmon support ensures that per-
sons with the same X values — and thus the sanpepsdy scores — have a positive
probability of being both participants and non-ggpants. Individuals whose propensi-
ty scores are outside the region of common supmare to be disregarded from the
analysis. We delete all observations whose propessore is larger than the maximum
and smaller than the minimum in the opposite grasivell as those for whom no coun-
terpart is found within the defined caliper. Of cgmy this implies that estimated effects

are only consistent for the subpopulation withimaoon support.

For a causal interpretation of our matching restits method requires us to observe all

variables that are relevant a) for the assignmentgss into subsidized employment



within a particular sector (compared to findinguarsubsidized job or a subsidized job
in another industry, respectively) and b) for sujpsmt labor market outcomes. In fact,
the data underlying our analysis encompass a cdrapséve number of variables at the
individual, firm and regional level that should ¢ritical for selection as well as for out-
comes. Table 2 presents an overview on the vagaiméerlying the estimates, which
are mostly categorized as dummy variables. Nofeiticular that we account for prod-
uctivity differences between individuals by takimgo account percentiles of the latest
daily wage and cumulated wages before taking ugaiheinder consideration (percen-
tiles are computed across the 10 industries infioal data set). Furthermore, we con-

trol in a rather detailed way for the last occupatbefore the unemployment spell.

Table 2: Variables used for the propensity scortchiag

Variable group Variables

Measured at the beginning of the unemployment s@elhder, living
in East- or West-Germany, marital status, natioypadige group,
health problems, disability, attained degree obstihg and educa-
tion, recipient of unemployment benefits or assista

i) Individual socio-
demographic
characteristics

Participation in an active labor market programimythe unemploy-
ment spell (five categories)

Measured since the start of the unemployment speliation until
i) Individual labor market taking up the job

history Measured at the start of the unemployment spelysiaemployment
(last three years) and days in unemployment (lestyears), participa-
tion in labor market programs (last two years)ctianed through
caseworker (last two years) and periods of sick(lasstwo years)

iii) Last occupation Occupation in last job before unegmpent (27 categories)

Firm size class, sectoral affiliation, mean dailgge in firm (four

Iv) Firm and job characteristics categories), blue or white collar job

v) Local labor market

characteristics Performance cluster of the regional labor markdie(Bet al. 2004)

Percentiles of latest daily wage and previous catedl wages during

vi) Previous wages the last three years (ten categories each)

Table A.1 in the Appendix presents mean valuesi@ivariables considered, before the
matching took place, and we will describe shottky most obvious differences between
subsidized and unsubsidized workers as well asdsgtvindustries: i) Beginning with
socio-demographics, workers supported by a subsigie over-proportionally East-

German men, had better education and received dogment assistance. Hires in



most industries are male-dominated (exceptionshatels and restaurants and health
and social services) and occur predominantly in tM&smany. Human capital en-
dowment seems to be comparatively low for hirelsdtels and restaurants as well as in
temporary help firms. ii) Regarding the individu@bor market history, those who took
up a subsidized job had participated more oftesmniother labor market program during
their current as well as previous unemploymentisgéduring the years preceding their
unemployment spell, they have spent less time iplegment and more time in unem-
ployment. Comparing hires across industries, warkerthe manufacturing of metal
products as well as in automobile trade and regaes to be most attached to the labor
market. iii) The last occupation individuals wererking in before their unemployment
spell mirrors to a certain extent also selectido actual industries. For instance, around
one third of workers hired in the metal productduisiry had been working as a me-
chanic in his or her last job. iv) Selectivity seeta persist (beneath sectoral affiliation)
on the firm's side. Subsidized employment is uditlzover-proportionally by small
firms and low-wage firms. Furthermore, strong defeces between sectors are found:
The share of hires by large firms is highest in tdn@mporary help sector, where also
wages — lower than in hotels and restaurants +asiner low. Regarding job characteris-
tics, it is noteworthy that the share of unquatifidue collar workers exceeds 50 per-
cent within temporary help firms. v) Subsidized éoyment relationships are found
comparatively more often in East German regionshénperiod under investigation, in
particular the construction sector hired compaedyivnuch individuals in East German
regions with a bad labor market situation. vi) Tdnéasking up a subsidized job had on
average lower earnings during the 3 years precetieig current unemployment spell.
Across sectors, previous wages were particulany fior workers hired in health and

social services.

3 In several cases, hiring subsidized as wellresilosidized workers is directly preceded by a short
term training measure within a firm. While inforrimat on the firm where the training took place is
missing in the data, it is sensible to assumeithtabk place within the same firm. Consequently,
the dummy variable for firm-internal training haselm coded to zero, if such a training program
took place directly within the month before takimg the job, because it can be regarded as part of
the job already.

10



Additionally, Table A.1 provides some information the duration and size of the sub-
sidies granted: The mean actual duration of subsiidin in the 10 industries amounted
to 4 to 5 months. We do not have individual infotira on the size of the subsidy, but
information merged through cost accounting at twall level indicates that the average
daily subsidy amounted to 17 to 20 Euros, with agercosts of subsidization around
2,400 to 3,000 Euros, depending on the particuldustry. The duration of the subsidy
was actually lowest in the temporary help sectdrilavthe average daily subsidy rate

was highest.

While our approach takes into account comprehensfeemation about individual, job
related and regional characteristics, severalicéisins apply: First, we ignore that the
subsidy might have been essential for the hiringsiten, but we assume that differenc-
es in labor market outcomes across subsidized asdbgidized workers are related to
the subsidy or the “protection period” associatethhe subsidy. Thus, our study un-
derestimates the effects on labor market outcorhese@mployed individuals, but esti-
mates the effect for newly hired persons. Secohlldpwagh our analysis controls for a
number of important individual and firm related tigas, we cannot entirely rule out
that further (unobserved) selection processes ptente. In particular, our inter-industry
comparison assumes that subsidized workers wowld haen able to take up a subsi-
dized job within another industry, too. Our anaysikes this into account, however, as
far as possible by controlling for the last occupabefore entering unemployment. It is
not adequate to control for actual occupation &swiil be to some extent determined
by the firm or industry someone is working in: bcf, the last row in Table A.1 shows
that more than 40 percent of all individuals in sample switched occupations when
taking up their new job; and the share was eveuraef®0 percent for subsidized work-
ers. Third, the analysis restricts itself to theneation of direct effects of the subsidy on
participating workers and does not take into actqassible indirect effects on non-
participants. However, an analysis of displacenaenl substitution as well as effects on

reservation wages would require a macro-analysih@megional level.

Finally, as an addition to the matching analysis,oonduct a simple fiscal cost-benefit-
analysis of direct program effects for subsidizentkers along the lines suggested in
Stephan (2010). This enables us to get a very raughession of the efficiency of the

subsidy: The computations rely on the validity loé tassumptions outlined above, and

11



the analysis does not take into account possildeedct effects like substitution and
displacement of previously unsubsidized workersugh previously subsidized work-
ers. As has already been mentioned subsidy rateesi@ravailable on an individual
base, but estimated from cost accounting at thal level. Savings in unemployment
benefit and unemployment assistance are computed ifidividual daily rates received
at the beginning of the unemployment spell. Emplayed employee social security
contributions and taxes are assumed to accourtrf@verage 50 percent of additional

incomes (see also Pfeiffer/Winterhager 2005).

4 Comparisons of subsidized and unsubsidized workerswithin industries

Table 3 presents the main results of our compamgamorkers taking up subsidized or
unsubsidized jobs, respectively, within the santustry. Subsidized work is on aver-
age low-wage employment. The German low-wage tltdsior 2003, defined as two-
thirds of the median wage rate of all employmefdtienships, amounted to 59 Euro in
West and 42 Euro per day in East Germany (Rheim®t2006). Within our data set,
in the short-run, subsidized mean wages were —avitind 38 Euros per day — lowest
in hotels and restaurants. They were highest icdmstruction sector, where subsidized
workers received daily wages of about 58 Euros.sTbur results display well known
inter-industry wages differentials (e.g. Genrele@09).

Before matching (rows B), the mean daily wage wtaking up the job as well as cu-
mulated wages over a period of 3.5 year were fdargk significantly lower for subsi-
dized workers within most industries investigat€de largest differences are shown for
health and social services, with 14.7 Euro lessdagrand 13,200 Euro less over a pe-
riod of 3.5 years for subsidized workers. The aMgeption is the temporary help sec-
tor where mean wages of newly hired subsidized wrarkid not differ from those of all
other hires. Average days in employment as weljoastenure within the first firm
were, however, mostly higher for subsidized workeven in the unmatched sample.
The penultimate row in Table A.1 shows the shareraikers switching the industry at
least once during the observation period: In lindwnger mean job tenure, it is gen-

erally much lower across subsidized workers thaosscunsubsidized ones.
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Table 3:

Mean labor market outcomes for workergtakip a subsidized (S) or
unsubsidized (U) job within the same industry aifftences {) across
both groups before (B) and after (A) matching

Daily wage when Cumulated Tenure during ob-
taking-up the job Cumulated wages employment servation period
(in Euro) (in 1000 Euro) (in days) (in days) Obs.

S U A S U A S U A S U A S U MSB
Metal B | 54.865.0 -10.2** | 54.360.6 -6.4** | 943 887 G57* | 673 502 171* | 459 4694 12.0
products A | 55.257.5 -2.3* |54.450.8 3.6 | 936 838 99** | 665 476 189** | 428 4413 2.0
ConstructionB | 57.8 66.3 -8.5** | 48.553.2 -4.8** | 822 789 33* | 462 335 128* (1962 42316 13.6
A |57.858.3 -0.4 |48543.7 4.8 | 822 729 93* | 463 325 138* 195042187 0.8
Automobile B | 51.462.1 -10.6* | 50.2 62.6 -12.4** | 916 929 -13 621 573 48 404 2987 15.5
trade/repair A | 52.%3.2 -0.3 |53.450.2 3.2 949 860 89** | 638 518 120** | 343 2496 3.0
Wholesale B | 55.%6.0 -10.5** | 54.4 64.1 -9.7** | 920 894 25 663 537 126** | 586 7295124
A |55956.4 -05 |55351.1 42| 931 833 98** | 674 488 186** | 558 6728 1.5
Retail trade B | 47.%4.8 -7.3** |42.950.2 -7.3** | 853 851 1 607 493 115** | 665 8136 12.8
A 479478 0.1 |435409 25 856 795 61** | 607 461 146** | 634 8038 1.5
Hotels/ B | 38.443.2 -4.8**|29.832.3 -2.5* | 756 716 40* | 477 302 174* | 446 12443 16.9
restaurants A | 38.87.7 09 |30.125.2 4.9 | 762 636 125 | 481 296 184* | 421 12171 1.7
Land trans- B | 49.667.7 -8.0* |47.553.1 -5.6* | 921 879 42* | 599 418 181* | 400 5248 14.2
portation A | 50.250.9 -0.7 |48.1452 238 923 838 85* | 508 406 192** | 374 5126 2.6
Temporary B | 44.143.1 1.0 |40.040.6 -0.6 769 757 12 380 266 114** | 627 22181 9.5
help frms A | 44.242.1 2.1**|40.137.1 3.0 | 770 704 65* | 381 246 135* | 621 22140 1.0
Other ec. B | 52.469.4 -6.9** | 50.454.9 -4.5* | 891 836 55* | 590 480 109** | 951 12107 10.9
services A | 52.752.3 04 |50.8459 4.9 | 892 787 105** | 587 443 144** | 917 10955 1.0
Health/soc. B | 46.31.1 -14.7** | 44.6 57.8 -13.2** | 938 883 56** | 700 558 142** | 448 7668 15.5
services A | 47.248.3 -1.1 |45143.2 2.0 931 846 85* | 687 546 141** | 413 7559 1.7

Significant ata = 0.05. **) Significant at = 0.01.

#?Displays the unweighted number of observations afigching.

Results after matching can be found in rows A dfl&s8. The mean standardized bias

(MSB, given in the last rows of Table 3) betweee tWwo groups of workers decreases

considerably through matching, indicating a verpdjonatching quality for all indus-

tries investigated. It is obvious that differencedaily wages found before matching

were to a large extent due to differences in oleksharacteristics. Furthermore, we

lose in average 6 percent of participants due tancon support requirements, which

seems acceptabfe.

4

Table 3 displays the unweighted number of compargroup observations underlying the esti-
mates; the weighted number of comparison persdas @mfatching is consistent with the number of
treated persons.
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Figure 1: Shares in employment for workers takipgsubsidized job and
matched unsubsidized comparison persons withisdhe industry as
well as difference in shares
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Figure 2: Shares in first job (survivor functiony fivorkers taking up a subsidized
job and matched unsubsidized comparison persohg&wtite same in-
dustry as well as difference in shares
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After matching, wage differences decline considgraimd remain significant only for
two sectors: Subsidized workers in firms manufactumetal products received slightly
lower wages than similar unsubsidized workers, evthie opposite was true for hires in
temporary help firms. Cumulated wages across 3absywere, however, higher for sub-
sidized workers than for their unsubsidized coyrdds in 6 out of 10 industries. The
longer-term advantage of workers hired with thephel a subsidy is most obvious in
hotels and restaurants and in other economic s=yvighere cumulated earnings were
about 4,900 Euros higher. Insignificant differenees found only for the metal prod-

ucts industry, automobile trade and repair as agih health and social services.

Furthermore, we see clearly that previously subsuiworkers spent significantly more
days in employment in the first firm than their ubsidized counterparts. Effects on job
tenure are much higher than effects on days in @ynpnt. Additional days in em-
ployment sum up from around 2 months (temporarp bgencies) to around 4 months
(hotels and restaurants), and mean job tenureedirgth employer is longer by 4 months
(automobile trade and repair, temporary help agsido more than 6 months (metal
products, wholesale, hotels and restaurants, famgportation).

Figures 1 and 2 provide further information on évelvement of shares in employment
and job tenure within the first firm (survivor fuman) over time. The integrals below
shares and differences equal cumulated outcomeshairddifference, respectively, in
Table 3. Figure 1 shows that previously subsidizedkers seem to be less subject to
seasonal adjustments — even within the same inésisirhis is most obvious for the
hotel and restaurant branch. Figure 2 highlightg Hubsidized employment relation-
ships are more stable than unsubsidized ones fitydar during the first months of an
employment relationship (see also Ruppe 2009)eBsfices in survivor functions peak
between 6 to 12 months after taking up the releyjadntThe aforementioned “protection
period” might be an important reason for longer ¢hlsations of previously subsidized
workers. Nonetheless, we cannot preclude the pbssithat firms hire subsidized
workers in particular in jobs that are charactetibg on average longer job tenure, thus
selection may still play a role on the firm’s sidear new employment relationships in
Germany taken up between 1996 and 2001, Boockmeatfg's (2010) found that more
than 50 percent of these ended during the firsty@ars. Among our subgroup of pre-
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viously unemployed persons that were hired withibet help of a subsidy, jobs were

much more unstable within most industries.

Results of the simple fiscal cost-benefit analygsis presented in Table A.2 in the Ap-
pendix. While the findings should be interpretethvaare, they indicate for most indus-
tries that wage subsidies might be self-financimgrdhe longer run: The fiscal net ef-

fect is in most cases not significantly differemvrh zero. The highest fiscal gain of

nearly (and significant) 1,800 Euro is found foe ttonstruction industry, where subsi-
dized workers profit from comparatively high seelowvages. Even though cumulated
employment effects in this industry are moderateamparison to other sectors, they
translate into comparatively high cumulated earmiagd thus taxes and social security
contributions. Of course, this does not imply tresults for subsidized workers in other
industries — whose characteristics differ from tho$ subsidized workers in construc-
tion — would have been similar, if they would hastarted to work in construction in-

stead. This will be shown within the next section.

5 Comparisonsfor subsidized workersacrossindustries

In the next step, we compare individuals takingsupsidized employment within one
industry with workers taking up a subsidized joloie of the other 9 sectors under con-

sideration. Table 4 presents the main results.

Results before matching — and thus not accountinglbserved characteristics — are
displayed in rows B. Mirroring to a certain extéhé results from Table 3, we find a
clear ranking of wages of subsidized workers’ wagath highest daily wages in con-

struction (around 9 Euro higher than the averagesacother industries) and lowest
daily wages in hotels and restaurants (around Iré<lower than the average across
other industries). This translates only partly intonulated wages over a period of 3.5
years as these are determined by cumulated damepioyment, too: Compared to oth-
er branches, cumulated wages were up to around &R@os higher for workers in

wholesale and up to around 18,300 Euro lower irleaind restaurants. Furthermore,
we find remarkable differences in cumulated daysnmployment, which were for in-

stance around 4 months lower for subsidized workersotels and restaurants or in

temporary help firms. Mean job tenure within thestfifirm was comparatively low in
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temporary help firms — workers who took up a subed job in other sectors stayed

within the same firm around six more months.

Table 4: Mean labor market outcomes for workerstakip a subsidized job
within a particular industry (S) or within the ott#&industries (O) and
differences across both grougy pefore (B) and after (A) matching

Daily wage when Cumulated Tenure during ob-
: , Cumulated wages . .
taking-up the job employment servation period
(in Euro) (in 1000 Euro) (in days) (in days) Obs.
S 0 A S 0 A S 0 A S 0 A s oY mMsB
Metal B | 548514 3.4* |54346.4 7.8 | 943 854 89* | 673 542 132** | 459 6489 10.1

products A | 549548 0.1 |54251.7 24 941 896 44* | 673 553 121** | 430 6405

1.8

ConstructionB | 57.849.2 8.6** | 48.546.3 2.2**| 822 875 -53** | 462 585 -123** | 1962 4986 14.4

A |57.653.3 4.3*|48.250.5 -2.3 821 896 -75** | 465 570 -104** | 18364892 1.9
Automobile B | 51.451.6 -0.2 |50.246.7 3.5%* | 916 857 59** | 621 546 75** | 404 6544 7.4
trade/repair A | 51.%1.7 -0.3 |50.247.1 3.0 915 864 51* | 620 555 65* | 400 6100 1.4
Wholesale B | 55.%1.3 4.3** |54.446.2 8.2* | 920 855 65* | 663 540 123** | 586 6362 7.2

A |553552 01 |54.1524 1.7 919 894 25 664 577 88" | 5766192 1.1
Retail trade B | 47.%2.1 -4.6**|42.947.4 -45* | 853 861 -8 607 544 63* | 6656283 8.8

A |47.9488 -08 |43.4442 0.8 855 856 -2 612 563 49* 635 5930 1.4
Hotels/ B | 38.452.5 -14.1%* | 29.8 48.1 -18.3** | 756 867 -111** | 477 555 -79** | 446 6502 17.3
restaurants A | 39.88.7 0.9 |30.832.7 -1.9 757 795 -38 487 547 -59 328 5524 3.2
Land trans- B | 49.61.7 -2.1* |47.546.9 0.6 921 857 65** | 599 547 52* 400 6548 9.2
portation A | 49.851.0 -1.3 |475452 23 920 837 84** | 604 501 104** | 390 6107 1.9
Temporary B | 44.152.4 -8.2** | 40.047.6 -7.6** | 769 869 -100** | 380 567 -188** | 627 6321 12.0
help frms A | 44.548.2 -3.7** | 40.544.3 -3.7 779 867 -88** | 396 590 -194** | 507 6120 3.6
Other ec. B | 524615 10 |50446.4 4.1* | 891 855 36** | 590 544 45* | 9515997 9.1
services A | 51.9%524 -04 |49.6486 1.1 887 864 23 581 582 -1 900 5896 1.3
Health/soc. B | 46.3%2.0 -5.6** |44.647.1 -25 938 855 84** | 700 540 160** | 448 6500 13.4
services A | 46.3469 -0.6 |449444 05 949 871 78** | 729 589 141** | 320 6024 3.2

3 S_ignificant ata = 0_.05. **) Significant ati = 0._01. _
Displays the unweighted number of observationg afigching.

In a next step, we select comparison groups — asetpof otherwise similar workers in
similar firms and regions — from the pool of indiuals taking up a job in one of the
other 9 industries. Table A.3 shows the sectoradpmusition of the comparison group
chosen. As could have been expected, comparis@onqeefor individuals working in
services stem mostly from other service industuéds|e those for individuals working
in metal products manufacturing are often workingonstruction, vice versa. Results
after matching are displayed in rows A in TableAdain, the mean standardized bias
(MSB) indicates a very good quality of matching.eDio common support require-

ments, on average 10 percent of participants askei@ed from the estimates. The share
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of “lost observations” is highest in hotels andtaesants and in health and social ser-
vices where it reaches 20 to 30 percent.

Controlling for observed differences in charactesss estimated differences between
treatment and control group mostly decrease. Muogbrtant, we find no longer any

significant differences in cumulated wages of terapty subsidized workers across
industries. Cumulated wages are, however, detedniyedaily wages as well as by
employment times, and here we find in fact diffees across industries. First, daily
wages in subsidized employment relationships instantion (temporary help firms)

were around 4 Euros higher (lower) than in simslalbsidized jobs within other sectors.
Second, in particular subsidized workers withinstaction and temporary help firms
spent significantly less time in employment thamikir subsidized individuals taking

up a job in another sector. The pattern is mirrdrgadnean duration of job tenure at the
first employer, which is more than 6 months lower $ubsidized workers within the

temporary help sector, and around 3 months lowewfwrkers, who took up a subsi-
dized job in construction, than for comparable silibed workers, who found a job

within another industry.

Finally, Table A.4 estimates the fiscal costs aaddiits of granting a subsidy in a par-
ticular industry, compared to doing so for similarkers within one of the other indus-
tries. We assume that the costs of the subsidydvoaNve been the same, if employment
would have been taken up in another industry. TAbleshows that from a fiscal point
of view, benefits would have been significantlyger, if workers taking up subsidized
jobs in construction and temporary help firms (Whare subject to rather strong de-
mand fluctuations) would have been able to findilasglized job within another indus-
try. The underlying reason is that — even if cunredavages would have been the same
in other industries — days in employment have adndiscal effect (through savings in
unemployment benefits) than higher daily wageso(tph additional taxes and social
security contributions). No significant net effeate found for the other industries.

It seems rather surprising that Table A.4 displaysegative balance for construction,
where cumulated wages of subsidized workers weamgpaoatively high when conduct-
ing a comparison with similar unsubsidized work@sction 4, Table A.2). Compared
to other subsidized workers, those in construcao®, however, over-proportionally

male East German qualified blue collar workers vattmparatively high past wages.
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While their subsequent employment shares were hiten those of unsubsidized
workers within the same branch, employment sharesolar subsidized workers with-

in other industries were even higher (by aroundoiims).

6 Summary and conclusions

For Germany, this paper estimates industry-speeifiects of a wage subsidy program
that granted time-limited supplements to firms this¢d hard-to-place workers or hired
workers into jobs with particular training requirents. First, we ask how subsequent
wages and employment outcomes differ between simitakers, who took up a subsi-
dized or unsubsidized job, respectively, withinaatigular industry. Second, we com-
pare outcomes of subsidized workers across diffanetustries. The analyzed sample
covers workers taking up a job during the seconarteu of 2003 and observes wage
and employment outcomes over a period of 3.5 y&desuse a large process generated
data set, providing information on individual, regal and firm characteristics as well
as on previous wages. Adequate comparison groupsufssidized workers within a

particular industry are selected by means of sigisnatching.

As a first main result of the study, we find thabsidized workers within most sectors
earn no significantly different wages in the shot; realize higher cumulated earnings
in the long-run, spend more days in employment, stag significantly longer at their

first employer than similar unsubsidized workerse Bize of the effects differs, howev-
er, across sectors. Additional cumulated earnigge from 2,000 Euro (health and
social services, insignificant) to 4,800 Euros éi®and restaurants, significant). Differ-
ences in employment and tenure outcomes vary frand24 months (temporary help

firms) to 4 and 6 months (hotels and restaurants).

As a second main result of the study, we find thahulated wages of initially subsi-
dized workers did not differ across industries cadonger period. We find, however,
several significant inter-industry differences nmefjag employment and tenure out-
comes of temporarily subsidized workers: Job tensirghorter by several months for
subsidized workers taking up a job in sectors #natcharacterized by seasonal fluctua-

tions (construction) or uncertain demand conditi@esporary help firms).
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A fiscal cost-benefit analysis based on the redudit® the latter estimates indicates that
society may profit mostly from subsidizing jobssiectors that are not subject to varying
demand conditions. Considering the fact, howevet & rather high share of all hires
out of unemployment takes place within these sectbe potential for alternatives may
be low. Furthermore, subsidized workers even withese industries initially fare bet-
ter than similar workers taking up an unsubsidipéd The “protection period”, encom-
passing the subsidization period and an obligakligw-up period of the same length,
is obviously often of sufficient length for workeis increase their productivity through

learning-on-the-job and to reduce uncertaintiesuatiwir skills.

Finally, we would like to point out that a causaierpretation of our results relies on the
assumption that we observe all variables that @evant for taking part in the subsidy
program when taking up a job as well as for subseglabor market outcomes. In fact,
we control for a comprehensive set of variables$ shauld pick up much of the indi-
vidual, job-related and regional heterogeneity ssraorkers. However, particularly
when comparing subsidized workers across indusitiesight be questionable whether
a worker would in fact have been able to switchustdes. Furthermore, our study is
restricted to program entries during the secondtgquaf 2003. The effectiveness of
subsidies may be subject to seasonal and busiyess @onditions during the time
when the relevant job was taken up. Finally, tistitutional setting for several branches
has been modified since 2003. An industry-speaificimum wage has been introduced
in construction (Konig/Mdller 2009). Since the enfd2003, temporary help firms have
to pay their workers the wage paid by the clieninfialternatively, temporary help
firms could join an industry level collective agneent (Jahn 2010). Thus, an interesting
line for future research would be to analyze eatnresubsidized work for a longer pe-
riod of calendar time in particular for those twaistries.
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Appendix

Table A.1:  Dummy variable means for workers takipga subsidized (S) or unsubsidized (U) job withim same industry before matching

Metal Construction Automobile  Wholesale  Retail trade Hotels/ Land Perary Other ec. Health/soc.

products trade/repair restaurants transpontathelp firms services services
S U S U S U S U S U S U S U S U S U S U

Male, West Germany 0.350.62 0.28 059 0.39 0.64 038 0.60 0.32 041 0.15 035 0.38 0.63 052 055 031 045 0.15 0.24
Female, West Germany 0.050.08 0.03 0.02 0.06 0.15 0.13 0.212 0.19 0.36 0.14 0.31 0.04 0.05 0.14 0.18 0.16 0.28 0.32 0.58
Male, East Germany 0.510.27 0.65 0.37 043 0.16 037 0.16 0.19 0.11 0.21 0.10 054 0.30 0.27 0.24 0.32 0.18 0.08 0.04
Female, East Germany 0.090.03 0.04 0.01 0.13 0.05 0.12 0.04 0.31 0.12 050 0.24 0.05 0.02 0.07 0.04 0.21 0.09 0.45 0.13

8 Married 0.54 054 052 055 044 047 055 050 048 0.46 043 045 051 052 036 0.42 047 043 050 041
-% Foreigner 0.06 0.12 0.05 0.09 0.07 0.09 0.06 0.10 0.06 0.08 0.09 0.20 0.06 0.08 0.09 0.13 0.05 0.11 0.03 0.07
g Age 25-29 0.15 0.21 0.21 0.21 031 0.27 0.20 0.22 0.20 0.24 0.25 0.22 0.19 0.16 0.24 0.27 0.20 0.25 0.19 0.25
r;s Age 30-34 0.24 022 0.19 0.22 022 024 0.20 023 0.21 0.23 021 021 0.22 0.22 024 0.20 0.23 0.23 0.19 0.21
; Age 35-39 0.23 0.21 0.22 0.23 0.17 0.21 0.24 0.23 0.23 0.22 021 0.22 0.23 0.212 0.20 0.20 0.21 0.21 0.27 0.21
:“_% Age 40-44 0.21 0.21 0.22 0.20 0.18 0.16 0.21 0.19 0.20 0.18 0.20 0.20 0.22 0.22 0.19 0.19 0.20 0.18 0.18 0.20
§7 Age 45-49 0.17 0.14 0.16 0.14 0.12 0.12 0.15 0.13 0.16 0.13 0.13 0.16 0.14 0.19 0.13 0.14 0.16 0.13 0.16 0.14
g Health problems 0.06 0.05 0.03 0.03 0.05 0.05 0.04 0.05 0.06 0.05 0.07 0.04 0.08 0.06 0.05 0.05 0.05 0.05 0.05 0.06
E Severely disabled 0.030.02 0.01 0.01 0.01 0.02 0.01 0.02 0.02 0.03 0.02 0.02 0.01 0.02 0.02 0.02 0.02 0.02 0.02 0.03
8 No secondary degree 0.060.08 0.06 0.09 0.05 0.05 0.05 0.07 0.04 0.05 0.08 0.11 0.05 0.08 0.10 0.11 0.04 0.08 0.03 0.03
T(g Secondary degree (Hauptschule) 0.36.48 0.34 052 031 046 0.28 042 0.31 042 0.28 041 042 054 041 0.46 0.27 033 0.22 0.28
_-é Secondary degree (Realschule) 0.50.35 0.55 0.36 055 0.39 052 035 054 040 059 041 0.48 0.33 039 0.34 045 035 0.60 0.41
"g Secondary degree (Gymnasium) 0.08.08 0.05 0.03 0.08 0.10 0.15 0.16 0.11 0.13 0.05 0.07 0.06 0.04 0.11 0.10 0.24 0.24 0.15 0.27
— No vocational training 0.15 0.23 0.13 0.18 0.13 0.15 0.16 0.212 0.14 0.18 0.20 0.31 0.20 0.26 0.26 0.30 0.14 0.22 0.12 0.14
Vocational training 0.81 0.74 085 0.80 0.84 082 0.79 0.73 0.84 0.78 0.79 0.68 0.79 0.72 0.70 0.67 0.74 0.65 0.84 0.73
University degree 0.04 0.03 0.02 0.01 0.03 0.03 0.05 0.06 0.03 0.04 0.01 0.01 0.01 0.02 0.04 0.03 0.12 0.13 0.04 0.13
Unemployment benefits receipt 0.590.73 0.61 0.76 058 0.75 056 0.73 055 0.73 0.42 0.72 054 0.71 048 0.60 053 0.68 0.55 0.67
Unemployment assistance receipt 0.16.07 0.18 0.06 0.22 0.06 0.18 0.07 0.23 0.07 0.34 0.09 0.24 0.0 0.25 0.11 0.22 0.09 0.19 0.07

No benefit receipt 0.250.20 0.21 0.17 0.20 0.20 0.25 0.20 0.22 0.20 0.24 0.20 0.23 0.22 0.27 0.29 0.25 0.23 0.25 0.26
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Table A.1 continued

Metal Construction Automobile  Wholesale  Retail trade Hotels/ Land Perary Other ec. Health/soc.

products trade/repair restaurants transpontathelp firms services services
S U S U S U S U S U S U S U S U S U S U

During current UE: Wage subsidy 0.020.00 0.02 0.00 0.01 0.00 0.02 0.00 0.03 0.00 0.02 0.00 0.02 0.00 0.02 0.00 0.01 0.00 0.02 0.00
During current UE.: Further vocational training D.00.02 0.03 0.00 0.02 0.00 0.03 0.01 0.03 0.01 0.02 0.01 0.03 0.01 0.04 0.02 0.04 0.01 0.02 0.01
During current UE.: Short training within firm 0.060.09 0.05 0.04 0.05 0.09 0.05 0.06 0.06 0.06 0.06 0.02 0.06 0.07 0.05 0.03 0.05 0.07 0.04 0.04
During current UE: Short classroom training 0.16.08 0.11 0.04 0.13 0.0/ 0.15 0.08 0.15 0.07 0.15 0.05 0.09 0.05 0.13 0.08 0.13 0.08 0.15 0.06
During current UE.: Other program 0.020.00 0.01 0.00 0.02 0.00 0.02 0.00 0.02 0.00 0.02 0.00 0.02 0.00 0.03 0.01 0.01 0.00 0.01 0.01
Job entry during month 1 of UE 0.080.10 0.06 0.05 0.06 0.13 0.06 0.11 0.07 0.11 0.06 0.08 0.06 0.10 0.06 0.12 0.07 0.11 0.08 0.19
Job entry during month 2-3 of UE 0.170.24 0.14 0.15 0.19 0.26 0.15 0.22 0.14 0.23 0.14 0.17 014 0.21 0.13 024 0.16 0.23 0.21 0.31
Job entry during month 4-6 of UE 0.320.40 0.38 059 0.29 0.33 032 037 031 036 0.27 041 029 045 0.27 033 0.31 0.35 0.25 0.26

. Job entry during month 7-9 of UE 0.230.18 0.25 0.16 0.26 0.18 0.25 0.18 0.22 0.19 0.28 0.27 0.32 0.16 0.27 0.20 0.23 0.19 0.27 0.14
S Job entry during month 10-12 of UE 0.20.08 0.17 0.05 0.20 0.10 0.23 0.11 0.26 0.11 0.24 0.07 0.19 0.08 0.28 0.12 0.23 0.12 0.19 0.09
% 3 years before UE: Employed up to 1 month 0.1204 0.07 0.02 0.12 0.05 0.10 0.05 0.15 0.06 0.18 0.05 0.11 0.03 0.14 0.07 0.15 0.08 0.25 0.14
E 3 years before UE: Employed 1-6 months 0.00.04 0.05 0.02 0.07 0.04 0.07 0.04 0.09 0.04 0.13 0.04 0.08 0.03 0.13 0.06 0.09 0.05 0.07 0.05
E 3 years before UE: Employed 7-12 months 0.0805 0.10 0.05 0.14 0.05 0.11 0.07 0.09 0.07 0.17 0.09 0.11 0.07 0.14 0.10 0.13 0.08 0.11 0.08
5 3 years before UE: Employed 13-18 months 0.%11 0.18 0.10 0.14 0.09 0.13 0.11 0.18 0.11 0.19 0.16 0.17 0.12 0.22 0.15 0.16 0.13 0.16 0.11
?.j 3 years before UE: Employed 19-24 months 0.1214 0.19 0.21 0.15 0.14 0.14 0.14 0.15 0.15 0.11 0.26 0.17 0.18 0.14 0.17 0.12 0.15 0.09 0.12
= 3 years before UE: Employed 25-30 months 0.2224 0.24 0.33 0.19 0.24 025 0.24 0.17 0.24 015 0.22 0.20 0.28 0.17 0.22 0.20 0.23 0.19 0.18
3 years before UE: Employed 30-36 months 0.2638 0.18 0.26 0.19 0.39 0.19 0.36 0.16 0.34 0.07 0.19 0.18 0.29 0.06 0.22 0.15 0.28 0.14 0.32

2 years before UE: Unemployed up to 1 month 0.5258 0.35 0.35 0.41 064 0.47 0.60 044 059 033 036 0.37 0.47 032 045 0.44 057 051 0.66

2 years before UE: Unemployed 1-6 months 0.1r22 0.24 031 019 0.20 0.21 0.21 0.15 0.20 0.18 0.25 0.19 0.26 0.22 0.26 0.17 0.20 0.16 0.18

2 years before UE: Unemployed 7-12 months 0.1514 0.24 0.26 0.19 0.11 0.16 0.13 0.19 0.14 0.21 028 0.21 0.21 0.20 0.18 0.19 0.15 0.16 0.10

2 years before UE: Unemployed 13-18 months 0.0105 0.11 0.05 0.13 0.04 0.11 0.05 0.12 0.05 0.14 0.09 0.15 0.05 0.16 0.08 0.14 0.06 0.09 0.04

2 years before UE: Unemployed 19-24 months 0.m02 0.06 0.01 0.08 0.01 0.06 0.02 0.10 0.02 0.14 0.02 0.09 0.02 0.10 0.03 0.06 0.03 0.07 0.02

2 years before UE: Participation in program 0.36.17 0.34 0.13 041 0.15 0.33 0.16 0.39 0.16 0.45 0.17 039 0.17 0.46 025 0.40 0.20 0.44 0.22

2 years before UE: Periods of sickness 0.1mo6 0.12 0.08 0.12 0.04 0.10 0.05 0.11 0.05 0.17 0.09 0.15 0.08 0.14 0.08 0.13 0.06 0.12 0.05

2 years before UE: Sanctioned 0.0D.01 0.01 0.00 0.01 0.00 0.01 0.01 0.010 0.01 001 0.010 0.01 0.01 0.03 0.02 0.01 0.01 0.00 0.01

" UE = unemployment spell before taking up a jobrtuthe second quarter of 2003.
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Table A.1 continued

Metal Construction Automobile  Wholesale  Retail trade Hotels/ Land Perary Other ec. Health/soc.

products trade/repair restaurants transpontathelp firms services services
S U S U S U S U S U S U S U S U S U S U

Agricultural worker 0.02 0.01 0.01 0.01 0.01 0.01 0.02 0.01 0.04 0.04 0.04 0.01 0.01 001 0.02 0.02 0.03 0.02 0.02 o0.01
Miner/stone/ceramics worker 0.000.00 0.01 0.00 0.00 0.00 0.01 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00
Chemistry worker 0.01 0.01 0.00 0.00 0.01 0.01 0.01 0.00 0.01 0.00 0.00 0.00 0.01 0.00 0.01 0.02 0.01 0.01 0.00 0.00
Paper/wood worker 0.020.01 0.00 0.00 0.01 0.01 0.02 0.01 0.00 0.01 0.00 0.00 0.01 0.00 0.01 0.01 0.01 0.01 0.01 0.00
Metal trade worker 0.11 0.12 0.01 0.01 0.00 0.01 0.02 0.01 0.01 0.01 0.00 0.00 0.01 0.01 0.06 0.05 0.01 0.01 0.01 0.00
Mechanic 0.32 0.35 0.11 0.08 0.32 0.31 0.07 0.07 0.08 0.06 0.02 0.01 0.07 0.04 0.13 0.17 0.05 0.05 0.04 0.02
Electrician 0.04 0.02 0.04 0.03 0.02 0.03 0.03 0.03 0.04 0.03 0.01 0.00 0.01 0.01 0.07 0.07 0.02 0.02 0.01 0.01
Assembly worker 0.03 0.05 0.01 0.00 0.01 0.01 0.01 0.01 0.01 0.01 0.00 0.01 0.01 0.01 0.04 0.04 0.01 0.01 0.01 o0.01
Textile/leather worker 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.01 0.01 0.010 0.00 0.00 0.00 0.01 0.01 0.00 0.00 0.02 0.00
Food industry worker 0.000.01 0.00 0.00 0.01 0.01 0.02 0.02 0.02 0.04 025 031 0.02 0.01 0.02 0.02 0.01 0.02 0.02 0.03

< Construction worker 0.07 0.08 0.41 045 0.05 0.03 0.08 0.06 0.06 0.03 0.02 0.01 0.12 0.06 0.08 0.06 0.10 0.07 0.02 o0.01
'% Fitting worker 0.03 0.02 0.10 0.10 0.01 0.01 0.02 0.02 0.03 0.02 0.00 0.00 0.02 0.01 0.02 0.02 0.02 0.02 0.00 0.00
% Carpenter 0.03 0.03 0.05 0.03 0.02 0.01 0.05 0.02 0.04 0.03 0.01 0.00 0.05 0.01 0.03 0.02 0.01 0.01 0.02 0.01
8 Painter 0.03 0.02 0.06 0.13 0.04 0.05 0.02 0.01 0.02 0.02 0.01 0.00 0.01 0.01 0.05 0.07 0.02 0.02 0.01 0.01
z Shipment worker 0.02 0.02 0.00 0.00 0.00 0.01 0.02 0.02 0.02 0.01 0.02 0.01 0.02 0.01 0.03 0.04 0.01 0.02 0.01 o0.01
;_5'\ Unskilled worker 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.00 0.00 0.00 0.00
" Machine operator 0.010.01 0.03 0.04 0.00 0.01 0.02 0.01 0.00 0.01 0.00 0.00 0.04 0.04 0.01 0.01 0.01 0.01 0.00 0.00
Engineers 0.02 0.02 0.02 0.01 0.00 0.01 0.010 0.02 0.00 0.01 0.00 0.00 0.01 0.01 0.01 0.01 0.08 0.06 0.01 0.01
Technican 0.03 0.03 0.02 0.01 0.00 0.01 0.02 0.02 0.01 0.01 0.00 0.00 0.01 0.01 0.01 0.01 0.03 0.03 0.01 0.00
Sales worker 0.01 0.01 0.00 0.00 0.00 0.00 0.01 0.00 0.01 0.00 0.00 0.00 0.00 0.00 0.00 0.01 0.04 0.02 0.00 0.00
Service worker 0.03 0.03 0.02 0.01 0.15 0.17 0.12 0.16 0.28 0.35 0.11 0.08 0.04 0.04 0.06 0.05 0.09 0.08 0.06 0.04
Transportation worker 0.070.06 0.04 0.03 0.09 0.09 0.16 0.21 0.06 0.09 0.03 0.03 044 0.63 0.12 0.12 0.07 0.07 0.03 0.02
Clerical worker 0.08 0.06 0.05 0.03 0.13 0.15 0.20 0.19 0.17 0.12 0.09 0.05 0.04 0.05 0.12 0.10 0.22 0.21 0.14 0.09
Security services worker 0.010.01 0.01 0.01 0.02 001 0.010 0.01 001 0.01 0.02 0.01 0.02 0.01 0.02 0.01 0.05 0.07 0.00 0.01
Health/social/education worker 0.000.01 0.00 0.00 0.02 0.02 0.01 0.03 0.03 0.04 0.02 0.02 0.02 0.01 0.02 0.02 0.03 0.04 0.48 0.66
General services worker 0.010.01 0.01 0.00 0.03 0.03 0.02 0.02 0.03 0.04 0.32 041 0.01 0.01 0.04 0.03 0.04 0.09 0.06 0.05
Other worker 0.00 0.01 0.00 0.00 0.00 0.00 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.02 0.02 0.01 0.01
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Table A.1 continued

Metal Construction Automobile  Wholesale  Retail trade Hotels/ Land Perary Other ec. Health/soc.

products trade/repair restaurants transpontathelp firms services services
S U S U S U S U S U S U S U S U S U S U

«» Firmsize <10 0.33 0.28 0.52 0.49 050 0.42 041 0.27 0.62 0.48 0.68 055 051 042 0.06 0.03 051 0.32 0.44 0.26
% Firm size 10-24 0.25 0.24 0.28 0.29 0.31 0.26 0.25 0.23 0.19 0.21 0.17 0.24 0.26 0.29 0.15 0.09 0.20 0.19 0.21 0.15
E Firm size 25-74 0.27 0.23 0.14 0.16 0.15 0.20 0.22 0.26 0.14 0.15 0.13 0.16 0.16 0.19 0.40 0.40 0.17 0.19 0.20 0.24
§ Firm size >= 75 0.14 0.25 0.05 0.07 0.04 0.12 0.12 0.24 0.05 0.16 0.02 0.06 0.08 0.10 0.38 0.49 0.11 0.30 0.14 0.36
5 Mean daily wage in firm: Percentile 1-25 0.13.10 0.19 0.17 0.26 0.19 0.20 0.09 0.41 0.28 0.74 055 0.25 0.17 034 035 0.39 0.27 029 0.14
ﬁ Mean daily wage in firm: Percentile 26-50 0.3D.15 0.28 0.18 0.37 0.18 0.22 0.12 025 0.24 022 0.29 035 0.23 048 045 0.24 0.22 0.33 0.23
2 Mean daily wage in firm: Percentile 51-75 0.39.27 035 031 023 028 029 025 025 0.28 003 0.13 0.28 0.32 0.15 0.17 0.18 0.20 0.24 0.32
; Mean daily wage in firm: Percentile 76-100 0.2948 0.19 034 014 035 029 054 0.09 020 0.01 0.03 0.13 0.28 0.03 0.03 0.19 0.31 0.14 0.31
iT Unqualified blue collar worker 0.340.39 0.24 0.26 0.19 0.25 0.29 0.37 0.20 0.22 0.37 048 0.38 050 051 054 0.27 0.38 0.13 0.15
= Quialified blue collar worker 0.550.50 0.66 0.69 052 042 034 021 028 0.22 048 042 053 044 031 033 021 0.16 0.14 0.07
White collar worker 0.11 0.11 0.10 0.05 0.28 0.33 0.38 0.43 0.52 057 0.15 0.10 0.09 0.06 0.18 0.13 0.52 0.46 0.73 0.78

&8 East Germany, worst situation 0.00.04 0.11 0.06 0.11 0.03 0.08 0.03 0.08 0.03 0.13 0.04 0.13 0.04 0.06 0.04 0.07 0.03 0.07 0.02
'Q East Germany, bad situation 0.39.21 0.48 0.26 0.35 0.13 0.34 0.13 0.31 0.15 0.44 0.25 0.37 0.21 0.21 0.18 0.36 0.18 0.37 0.11
% East Germany, high unemployment 0.18.05 0.10 0.07 0.08 0.04 0.06 0.04 0.10 0.04 0.12 0.04 0.08 0.06 0.06 0.05 0.08 0.04 0.07 0.03
g__’E Urban area, high unemployment 0.09.04 0.04 0.05 0.03 0.07 0.05 0.06 0.07 0.07 0.04 0.06 0.07 0.06 0.07 0.07 0.07 0.10 0.07 0.10
% Urban area, medium unemployment 0.06.10 0.04 0.05 0.08 0.12 0.11 0.13 0.08 0.11 0.04 0.06 0.05 0.08 0.20 0.14 0.09 0.13 0.08 0.13
_;éu Above average unemp., moderate dynamics 0.006 0.04 0.07r 0.08 0.07 0.06 0.06 0.08 0.09 0.05 0.13 0.05 0.06 0.05 0.05 0.06 0.05 0.09 0.10
€ Rural area, average unemployment 0.03.06 0.04 0.06 0.06 0.07 0.05 0.06 0.05 0.07 0.03 0.05 0.07 0.07 0.06 0.05 0.04 0.05 0.06 0.07
_‘E Rural area, below average unemployment 0.1»17 0.08 0.12 0.09 0.18 0.13 0.17 0.11 0.24 0.05 0.10 0.09 0.14 0.14 0.13 0.20 0.12 0.09 0.15
;OU Center, good situation and high dynamics 0.00.04 0.01 0.04 0.03 0.08 0.03 0.11 0.05 0.09 0.01 0.07 0.03 0.06 0.04 0.10 0.04 0.12 0.03 0.09
§ Rural area, good situation and high dynamics 0.@R04 0.01 0.09 0.01 0.04 0.01 0.04 0.02 0.04 0.01 0.05 0.03 0.05 0.02 0.03 0.01 0.02 0.02 0.03
< Small-business dominated, good situation 0.0512 0.02 0.06 0.05 0.11 0.05 0.12 0.03 0.10 0.03 0.09 0.02 0.10 0.05 0.11 0.04 0.10 0.03 0.10
Very good situation 0.04 0.07 0.02 0.07 0.03 0.06 0.04 0.06 0.04 0.06 0.03 0.08 0.02 0.07 0.03 0.05 0.04 0.05 0.03 0.06
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Table A.1 continued

Metal Construction Automobile  Wholesale  Retail trade Hotels/ Land Perary Other ec. Health/soc.
products trade/repair restaurants transpontathelp firms services services

S U S U S U S U S U S U S U S U S U S U
Latest daily Wage: Percentile 0-10 0.19.07 0.09 0.04 0.15 0.10 0.15 0.09 0.22 0.12 0.29 0.14 0.13 0.07 0.19 0.12 0.20 0.14 0.33 0.20
Latest daily Wage: Percentile 11-20 0.08.05 0.06 0.03 0.12 0.07 0.10 0.06 0.17 0.13 0.26 0.26 0.10 0.06 0.15 0.14 0.13 0.12 0.14 0.12
Latest daily Wage: Percentile 21-30 0.10.08 0.10 0.05 0.14 0.08 0.10 0.08 0.14 0.11 0.18 0.20 0.14 0.10 0.13 0.14 0.14 0.11 0.14 0.09
Latest daily Wage: Percentile 31-40 0.1%.10 0.16 0.09 0.11 0.08 0.12 0.08 0.07 0.10 0.10 0.112 0.16 0.11 0.13 0.12 0.10 0.09 0.09 0.08
Latest daily Wage: Percentile 41-50 0.10.10 0.15 0.12 0.12 0.09 0.08 0.08 0.07 0.08 0.07 0.08 0.11 0.10 0.09 0.10 0.09 0.08 0.05 0.07
Latest daily Wage: Percentile 51-60 0.0®.11 0.13 0.11 o0.12 0.11 0.12 0.10 0.07 0.09 0.03 0.06 0.11 0.13 0.09 0.10 0.07 0.08 0.08 0.08
Latest daily Wage: Percentile 61-70 0.1».12 0.10 0.12 0.07 0.13 0.10 0.12 0.07 0.10 0.04 0.06 0.09 0.14 0.09 0.08 0.06 0.08 0.05 0.08
5; Latest daily Wage: Percentile 71-80 0.0®.12 0.08 0.15 0.05 0.11 0.07 0.10 0.08 0.09 0.02 0.03 0.07 0.12 0.07 0.07 0.06 0.07 0.04 0.08
g Latest daily Wage: Percentile 81-90 0.0p.12 0.07 0.16 0.06 0.11 0.08 0.10 0.05 0.07 0.01 0.03 0.06 0.09 0.03 0.06 0.05 0.08 0.03 0.08
% Latest daily Wage: Percentile 91-100 0.09.13 0.07 0.12 0.06 0.13 0.09 0.18 0.05 0.10 0.01 0.03 0.05 0.08 0.04 0.06 0.09 0.15 0.04 0.11
'g Previous cumulated wages: Percentile 0-10 0.0707 0.11 0.04 0.20 0.09 0.18 0.09 0.25 0.11 0.36 0.11 0.17 0.06 0.26 0.14 0.25 0.14 0.34 0.20
& Previous cumulated wages: Percentile 11-20 0.0307 0.11 0.05 0.16 0.07 0.12 0.09 0.15 0.11 0.22 0.19 0.14 0.08 0.19 0.14 0.17 0.11 0.19 o0.11
s Previous cumulated wages: Percentile 21-30 0.0007 0.112 0.06 0.11 0.07 0.10 0.07 0.14 0.11 0.19 0.21 0.13 0.09 0.15 0.12 0.10 0.10 0.11 o0.10
Previous cumulated wages: Percentile 31-40 0.0308 0.12 0.08 0.09 0.08 0.08 0.08 0.11 0.10 0.08 0.16 0.12 0.09 0.10 0.12 0.09 0.10 0.08 0.11
Previous cumulated wages: Percentile 41-50 0.0809 0.14 0.11 0.10 0.10 0.09 0.08 0.09 0.09 0.05 0.11 0.12 0.11 0.07 0.11 0.09 0.09 0.07 0.08
Previous cumulated wages: Percentile 51-60 0.0010 0.12 0.12 0.11 0.09 0.09 0.09 0.07 0.09 0.03 0.08 0.09 0.12 0.07 0.10 0.08 0.08 0.06 0.07
Previous cumulated wages: Percentile 61-70 0.0011 0.09 0.14 0.07 0.09 0.09 0.09 0.06 0.09 0.04 0.06 0.08 0.12 0.06 0.08 0.08 0.07 0.04 0.07
Previous cumulated wages: Percentile 71-80 0.0611 0.08 0.15 0.07 0.10 0.09 0.10 0.06 0.09 0.02 0.04 0.05 0.13 0.05 0.07 0.04 0.08 0.04 0.08
Previous cumulated wages: Percentile 81-90 0.0813 0.07 0.14 0.04 0.14 0.09 0.12 0.04 0.10 0.01 0.03 0.07 0.12 0.04 0.06 0.04 0.08 0.04 0.08
Previous cumulated wages: Percentile 91-100 0.0917 0.05 0.11 0.04 0.18 0.06 0.19 0.04 0.11 0.00 0.02 0.04 0.09 0.02 0.06 0.06 0.15 0.03 0.10

- Average duration of subsidy (in days) 134 135 - 154 - 142 - 154 - 162 - 155 - 125 - 151 - 157 -

-% Average daily subsidy rate (in Euro) 17.5 173 - 17.8 - 18.1 - 18.4 - 18.3 - 185 - 196 - 18.3 - 179 -

€ Average costs of subsidy (in Euro) 2438 2438 - 2826 - 2626 - 2903 - 3050 - 2925 - 2456 - 2825 - 2934 -
_“E Daily unemployment benefits (in Euro) 18.622.0 196 234 18.1 210 181 220 165 186 135 159 179 204 16.0 164 173 193 153 17.2
'S Number of observations 4594694 1962 42316 404 2987 586 7295 665 8136 446 12443 400 5248 627 22181 951 12107 448 7668
£ Hired persons per firm 19 37 21 29 12 16 21 22 14 20 16 23 20 21 79 113 20 45 14 19
§ At least one other industry within 3.5 years 0.00.25 0.06 0.13 0.07 0.18 0.08 0.26 0.08 0.20 0.06 0.14 0.10 0.25 0.14 0.30 0.06 0.22 0.03 0.10
Hiring occupation not equal latest occupation 0.6853 0.40 0.28 054 046 0.63 054 053 045 054 039 054 034 0.63 061 058 055 0.40 0.27
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Table A.2:  Fiscal cost-benefit analysis of dirediwm industry program effects for the 3.5 yearipérsince taking up the job (mean values in Euro)

Metal Constr. Autom. Whole-  Retail trade Hotels/ Land Temporary Other ec. Health/soc.

products trade/repair sale restaurants transp. help firms  services  icssv
Daily unemployment benefit/assistance (in Euro) 19 20 18 18 17 14 18 16 17 15
Additional days in employment 99 93 89 98 61 125 85 65 105 85
A) Savings in unemployment benefits/assistance 1834 1832 1609 1783 1004 1688 1523 1045 1817 1299
Additional earnings over 3.5 years (in Euro) 3599 4793 3241 4177 2544 4927 2848 2999 4948 1961
B) Additional social sec. contributions/taxes 1800 2396 1620 2088 1272 2464 1424 1499 2474 980
Duration of the subsidy (in days) 134 135 154 142 154 162 155 125 151 157
Daily rate of subsidization (in Euro) 17 17 18 18 18 18 18 20 18 18
C) Amount of the subsidy (in Euro) 2438 2438 2826 2626 2903 3050 2925 2456 2825 2934
A + B — C = Fiscal net effect (in Euro) 1195 1791 403 1246 -626 1101 21 88 1466 -655

Note: The analysis is based on estimation resudta Table 3 and on means from Table A.1. For A),@d A+B-C, bold types indicate significancerat 0.05.
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Table A.3:

Sectoral composition of the comparisoyug in Table 4 (shares)

Treatment group

Composition Metal ConstructionAutomobile Wholesale Retail trade Hotels/ Land Temporary  Other ec.  Health/soc.
comparison group products trade/repair regtds transportation help firms services services
Metal products - 0.14 0.10 0.08 0.05 0.02 0.07 0.12 0.07 0.05
Construction 0.35 - 0.29 0.26 0.20 0.10 0.31 0.14 0.25 0.12
Automobile trade 0.09 0.11 - 0.07 0.08 0.08 0.08 0.05 0.06 0.06
Wholesale 0.12 0.15 0.11 - 0.12 0.08 0.14 0.09 0.14 0.09
Retail trade 0.07 0.13 0.12 0.12 - 0.24 0.09 0.09 0.14 0.21
Hotels & restaurants 0.02 0.03 0.05 0.04 0.10 - 0.04 0.07 0.08 0.10
Land transportation 0.06 0.12 0.07 0.09 0.06 0.05 - 0.07 0.06 0.05
Temporay help firms 0.15 0.07 0.09 0.09 0.08 0.10 0.10 - 0.12 0.11
Other economic services 0.11 0.23 0.14 0.19 0.21 0.19 0.14 0.29 - 0.22
Health & social services 0.04 0.02 0.04 0.06 0.11 0.13 0.03 0.07 0.08 -
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Table A.4:

for the 3.5 year period since taking up the jobgmealues in Euro)

Fiscal cost-benefit analysis of subsitian within one particular sector compared to &libation within one of the other 9 industries

Metal Constr. Autom. Whole-  Retail trade Hotels/ Land Temporary Other ec. Health/soc.

products trade/repair Sale restaurants transp. help firms  services  icssv
Daily unemployment benefit/assistance (in Euro) 19 20 18 18 17 14 18 16 17 15
Additional days in employment 44 -75 51 25 -2 -38 84 -88 23 78
A) Savings in unemployment benefits/assistance 820 -1473 921 453 -31 -516 1495 -1405 405 1186
Additional earnings over 3.5 years (in Euro) 2449 -2305 3037 1706 -801 -1914 2287 -3732 1058 498
B) Additional social sec. contributions/taxes 1225 -1152 1519 853 -400 -957 1143 -1866 529 249
A + B = Fiscal net effect (in Euro) 2045 -2625 2439 1305 -431 -1473 2638 -3271 935 1435

Note: The analysis is based on estimation resuts fTable 4 and on means from Table A.1. For A)aBj A+B, bold types indicate significancenat 0.05.
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