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1 Introduction 
In the 1990s, the OECD (1994) and the European Commission (1997, 1999) advised the 

national governments to adapt their social protection systems to the changes implied by 

increased job insecurity, changing family structures and an aging population which in turn 

might increase the need for social protection. The European Commission advocated a more 

employment-friendly system of social protection, because “Increasing the employment rate 

can help ensure the sustainability of social protection” (European Commission, 1999, p. 10). 

To promote social inclusion, the European Commission recommended fostering active instead 

of passive measures and providing incentives and pathways to (re)integration into the labour 

market and society (European Commission, 1999, p. 14).  

One widely used active labour market policy is subsidising temporary, mainly public and non-

profit sector jobs for unemployed people with severe difficulties of finding regular jobs. The 

goals of this direct job creation include enhancing the employability, social integration and 

well-being of participants. Additional aims are integrating participants into regular jobs, 

providing public goods and relief work when unemployment is particularly high. Moreover, 

by offering such jobs, public employment services can test a benefit recipient’s willingness to 

work. This way direct job creation is also supposed to provide incentives to leave welfare and 

take up employment. 

Major reforms of labour market institutions were undertaken in Germany between 2002 and 

2005 (so called Hartz reforms) strengthening activation and work incentives as recommended 

by the European Commission. The last step of the reforms in 2005 introduced large scale 

direct job creation schemes for welfare recipients. This dissertation examines selectivity and 

effectiveness in terms of enhancing the participants’ labour market performance of direct job 

creation schemes for welfare recipients in Germany.  
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1.1 Welfare reforms and the shift towards activation 

Recent welfare and labour market reforms implied a shift of paradigm towards a system of 

activation in various countries (Eichhorst et al., 2008b; OECD, 2009).1

Activation policies aim at various goals: they are intended to raise employment prospects of 

individuals and social integration through employment and self-sufficiency (Eichhorst et al., 

2008b). Furthermore, they should enhance life satisfaction, health and well-being of 

individuals through ending unemployment. On the macro level, policies seek to increase 

employment and thereby make the welfare state more sustainable (as opposed, e.g., to early 

retirement schemes) and to strengthen social cohesion between benefit recipients and tax 

payers.  

 Before, these systems 

were often characterised by a focus on passive security for unemployed benefit recipients and 

attempted to fight registered unemployment by reducing labour supply, e.g., through early 

retirement and incapability schemes. Activation policies reduce the options of labour force 

exit for working-age people and instead seek to overcome individual employment barriers and 

integrate individuals into the labour market. They “signal that there is no longer an easy way 

out of the labour market via supported escape routes” (Eichhorst et al., 2008b, p. 4).  

In order to pursue these goals, active labour market policies (ALMPs) with enabling and 

demanding elements for benefit recipients are implemented through a system of rights and 

duties (or: mutual obligation) (Eichhorst et al., 2008b). This means that, on the one hand, 

benefit recipients are required to make certain efforts to end their benefit dependency, but 

that, on the other hand, they have certain rights to be assisted towards employment take-up. 

This system implies a stronger conditionality of benefits. The enabling and demanding 

elements can be implemented, for example, by means of individual action plans, sanctions, 

                                                 
1 The particular implementation of activation, however, differs considerably among different countries 
(Eichhorst et al., 2008a). 
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fiscal incentives and ALMPs such as job search assistance, training and workfare 

programmes. 

One prominent element of activation policies, which this dissertation focuses on, is: 

Workfare. Workfare can be defined as “Programmes or schemes that require people to work 

in return for social assistance benefits. The definition has three elements – that workfare is 

compulsory, that workfare is primarily about work, and that workfare is essentially about 

policies tied to the lowest tier of public income support” (Lødemel, 2005, p. 14; Lødemel and 

Trickey, 2001). This indicates that we are concerned with direct job creation for one particular 

group of unemployed persons: welfare recipients. As welfare receipt is means-tested and 

subsidiary to other income sources, such as earned income or unemployment insurance 

benefits (UI), we are looking at the lower end of public income support. 

Workfare is supposed to pursue the above mentioned goal of activation – increasing 

employment prospects – via two channels: Firstly, participation in workfare programmes may 

raise the motivation to actively seek for a job. Secondly, employers may perceive workfare 

participants as more attractive than welfare recipients who are openly unemployed (Ochel, 

2004). The situation and the underlying mechanisms are to be discussed from an economic 

perspective in the next section.  

1.2 Incentive effects of basic income support and workfare 

In most developed countries, the welfare state provides income support for needy persons 

capable of working to safeguard individuals against the risk of poverty. This basic income 

support is provided subsidiary to other income sources, such as earned income or UI benefits 

(Breyer and Buchholz, 2008). Besides equity reasons, efficiency arguments also support a 

provision of basic income support preventing, e.g., social unrest and crime (Barr, 2004; 

Lampert and Althammer, 2007). 
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However, basic income support for working-age people might reduce incentives to work, 

particularly for those with low earnings potential (e.g., due to low qualification) and large 

dependent families. This effect is particularly strong in a system where income is deducted 

from the transfer with a rate of 100 %. One way to counteract the negative incentive effects is 

a reduction in the transfer reduction rate, such as with the prominently discussed negative 

income tax. However, this does not necessarily reduce costs for the welfare state because with 

a fixed subsistence level, persons with higher incomes become eligible for benefit receipt, 

when the transfer reduction rate is reduced (Barr, 2004). Consequently, the negative income 

tax might not be able to solve the problem alone. Activation policies inducing a stronger 

conditionality of benefit receipt are a further possibility to reduce disincentive effects.  

Workfare requiring welfare recipients to work in turn for their benefit receipt can be one tool 

to reduce the disincentive effect by making benefit receipt more inconvenient (Besley and 

Coate, 1992). In a situation of imperfect information, workfare can serve as a screening 

mechanism leading to a situation where only those truly in need apply for welfare benefits 

(screening effect). Furthermore, through a loss of leisure or a threat thereof workfare is 

thought to increase job search intensity and decrease reservation wages of benefit recipients 

(threat effect).2 These two effects are based on the assumption that workfare participation is 

perceived as negative by benefit recipients. However, this does not have to hold generally 

because workfare could also increase life satisfaction and social integration of participants.3

Nevertheless, as indicated above, there is a second channel through which workfare could 

increase employment (Calmfors, 1994): Workfare participation could increase human capital 

of welfare recipients and signal the participants’ willingness to work to potential employers 

and thereby raise the arrival rate of job offers. However, in this framework, adverse effects 

  

                                                 
2 Furthermore, workfare participation impedes that the welfare recipient achieves earnings in the shadow 
economy, which in turn makes regular employment more attractive. 
3 There is a strand of literature indicating that employment or ALMP participation might increase life 
satisfaction. For a theoretical psychological discussion see Fryer (1986) and Jahoda (1982). Empirical evidence 
is provided by Andersen (2008), Knabe and Rätzel (2007), Koch et al. (2005) and Strandh (2001). 
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can also occur: lock-in effects could lead to reduced employment prospects during the first 

months after participation started. Moreover, the gain in human capital could result in higher 

reservation wages counteracting the employment effects of increased human capital. 

Furthermore, participation itself could implicate a stigmatisation of participants particularly 

for schemes designed for hard to place unemployed. Overall, the effects of workfare 

participation on the labour market performance of participants are not determined a priori but 

have to be measured empirically.  

This dissertation empirically investigates the success of a workfare programme in relation to 

increasing individual employment prospects and prospects to become independent of welfare 

receipt in order to find some indications whether it is a useful tool to support a sustainable 

welfare state. This is being done for the example of Germany, where major reforms took place 

in recent years. In the next section, the German system of basic income support and workfare 

elements is described. 

1.3 Basic income support and direct job creation in Germany 

In Germany, a sequence of labour market and social policy reforms came into force between 

2002 and 2005. The last one in January 2005 introduced the Basic Income Support for Job-

Seekers (Social Code II) merging the former unemployment assistance and social assistance 

benefits to the ‘unemployment benefit II’ (UB II) for needy individuals capable of working4. 

The reforms led to a stronger emphasis on activating needy unemployed people, which is 

pursued by the implementation of the principle of enabling and demanding (‘Fördern und 

Fordern’) in a system of mutual obligations.5

                                                 
4 Persons aged 15 to 64 years who can work for at least three hours a day are regarded as capable of working. 
This criterion is waived only in case of illness or disability (Art. 8 (1) Social Code II). 

 On the one hand, the reforms demand a certain 

effort of the unemployed to search for employment, and unemployment benefits can be cut if 

job search efforts are insufficient. On the other hand, the reform provides more possibilities of 

5 For a comprehensive description of the reforms and active labour market policies see Jacobi and Kluve (2007). 
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assisting unemployed people towards taking up employment. Furthermore, the reform 

widened the group of persons subject to activation policies: Former social assistance 

recipients had not necessarily been registered at the public employment services, but at 

welfare offices of municipalities. Similarly, household members of unemployment assistance 

recipients did not have to be in touch with the public employment services. 

As one means of activation three direct job creation6 schemes were made available for UB II 

recipients: Traditional job creation schemes (‘Arbeitsbeschaffungsmaßnahmen’), work 

opportunities with an allowance for additional expenses (so-called One-Euro-Jobs or 

‘Arbeitsgelegenheiten in der Mehraufwandsvariante’) and work opportunities in contributory 

jobs (‘Arbeitsgelegenheiten in der Entgeltvariante’). The schemes are similar since they 

provide unemployed welfare recipients with a subsidised job, which has to be additional7 and 

of public interest8

Of these three programmes, One-Euro-Jobs are by far the most important in terms of 

programme inflow. About 600,000 to 700,000 individuals entered the programme each year 

from 2005 to 2009, which is a remarkable figure if it is taken into consideration that the stock 

of unemployed UB II recipients averaged 1.9 to 2.4 million (Table 1-1).

. Jobs are supposed to act as last resort when regular employment, 

vocational training and other ALMPs are not available or suitable (Federal Employment 

Agency, 2005). They were designed mainly for unemployed people with particularly low 

employment prospects. 

9

                                                 
6 The OECD defines direct job creation as “temporary work and, in some cases, regular jobs in the public sector 
or in non-profit organisations, offered to unemployed persons” (Source: Definitions of the Standardised 
categories and Sub-categories of Labour Market Programmes, OECD, 2001). In this dissertation, I will use direct 
job creation when I refer to the three schemes available in 2005 to 2008, whereas traditional job creation 
schemes refers to the particular scheme. 

 The other two 

7 The criterion ‘additional’ implies that without the subsidy the tasks related to the subsidised job would not or 
only later have been accomplished. 
8 The criterion ‘public utility’ implies that the output produced is by and large a public good and that commercial 
jobs should not qualify for the subsidy. 
9 Table 1-1 as well as all data and figures in this dissertation exclude the 69 districts in which only local 
authorities are in charge of administering the UB II, for which no systematic information is available in the 
period just after the reform due to problems with data collection. According to estimates of the Federal 
Employment Agency, around 13 % of unemployed welfare recipients are cared for in these districts. In 2007, 
around 94,000 entries into work opportunities (including those with a wage and One-Euro-Jobs) were reported to 
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schemes are of much less importance with an annual inflow of welfare recipients ranging 

from 26,000 to 85,000 people over the same period. Out of the three programmes, One-Euro-

Jobs correspond most with the above mentioned workfare approach because they can also be 

used to test the willingness to work of welfare recipients. In contrast to the other two 

programmes, participants receive no wage but continue to receive their welfare benefit and on 

top of that one to two Euros per hour worked to compensate them for costs of working. The 

programmes are described in more detail in chapters 2 to 5. 

1.4 Organisation of this dissertation 

This dissertation investigates selectivity and effectiveness of direct job creation schemes in 

Germany under a mutual obligation system with a focus on the largest programme One-Euro-

Jobs. The motivation is to learn about the success of One-Euro-Jobs in relation to increasing 

individual employment prospects and prospects to become independent of welfare receipt. All 

articles use administrative data of the Federal Employment Agency. The articles are mainly 

self-contained, only at some places it is referred to other chapters of the dissertation. 

Chapter 2 contains an article that investigates the selection of UB II recipients into One-Euro-

Jobs in early 2005. The article is a joint project with Eva Kopf and is published in Schmollers 

Jahrbuch (Journal of Applied Social Science Studies) in 2009 in 129(4), 597-636. In 

particular, we analyse the determinants of participation for men and women as well as for 

East and West Germans. To analyse the sizable differences in the participation probabilities of 

women in East and West Germany, a Blinder-Oaxaca decomposition of effects extended for 

binary outcomes by Fairlie (2006) is applied. It becomes evident that the differences can to a 

large extent be traced back to observable characteristics, such as qualification level and 

employment history, and to the availability of child care facilities. 

                                                                                                                                                         
the statistics of the Federal Employment Agency by 67 of these 69 districts (Department for Statistics of the 
Federal Employment Agency, 2007). 
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The article in chapter 3 is co-authored by Joachim Wolff. Applying a statistical matching 

approach, we investigate impacts of One-Euro-Jobs on employment prospects and welfare 

receipt for different groups of participants starting the programme early in 2005. As One-

Euro-Jobs are a measure of last resort, one could assume that they are more efficient for hard 

to place people. To clarify whether this assumption holds, we analyse the effects for different 

participant groups according to age, employment history and qualification. Our results imply 

effect heterogeneity: Participation reduces the employment rate of participants younger than 

25 years, but raises it for some older participant groups. One-Euro-Jobs are ineffective for 

participants who were recently employed, but effective for participants who were jobless for a 

number of years. During the first two years after programme start, participation does not 

contribute to avoiding welfare receipt for any group of participants. 

In chapters 4 and 5, we aim to achieve knowledge on how to design One-Euro-Jobs so that 

they become more effective. The legislator has set only key features of One-Euro-Jobs to 

enable local actors to respond to individual and regional particularities. Chapter 4 investigates 

for the same sample as used in chapters 2 and 3 the effects of different types of One-Euro-

Jobs according to planned duration and weekly working hours. As expected lock-in effects are 

larger for programmes with a longer planned duration, whereas for more intensive 

programmes this is not the case. One-Euro-Jobs do not generally increase the employment 

prospects for East German men beyond two years after programme start and longer and more 

intensive participations even decrease employment prospects. In West Germany, One-Euro-

Jobs generally increase the employment prospects and longer participations lead to slightly 

higher employment opportunities roughly two years after programme start. The initial 

advantages of short participations decrease over time. 

Chapter 5 is co-authored with Joachim Wolff. We compare the effectiveness of three similar 

direct job creation programmes differing only with respect to a few features for the 

programme inflow in mid 2005. The three programmes are One-Euro-Jobs, traditional job 
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creation schemes and work opportunities in contributory jobs. Overall, we find that the 

programmes are partly effective in moving welfare recipients to work and reducing their 

welfare dependency. The results are more promising for our group of welfare recipients than 

those achieved in previous studies for UI benefit recipients who on average have less 

difficulties finding a job. Moreover, our findings do not imply that the incentives to search for 

regular jobs are much lower for participants in the two schemes offering regular wages than 

for One-Euro-Jobs. Only in the case of work opportunities in contributory jobs can 

commercial jobs be subsidised. This may explain why we find the most beneficial impacts for 

participants in this programme. 

Chapter 6 summarises the main results and draws conclusions assessing the effectiveness 

One-Euro-Jobs in relation to increasing individual employment prospects and prospects to 

become independent of welfare receipt. I define issues for future research, which might be 

helpful to find some indications whether workfare is a useful tool to support a sustainable 

welfare state. Finally, I derive some policy implications. 
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Table 1-1: Inflow into the different direct job creation schemes and the stock of 
unemployed UB II recipients from 2005 to 2009 (in 1,000) 

  2005 2006 2007 2008 2009 
  Inflow into job creation schemes 

Total 61.6 62.4 50.1 60.4  - 
East Germany 51.1 52.3 41.2 53.0  - 

% female 39.3 40.0 40.4 40.8  - 
West Germany 10.4 10.1 8.9 7.4  - 

% female 31.2 32.6 32.3 33.3  - 
  Inflow into One-Euro-Jobs 

Total 603.9 704.5 667.1 643.7 596.1 
East Germany 287.9 298.0 265.9 263.7 241.5 

% female 44.9 44.6 44.5 45.1 43.8 
West Germany 316.0 406.5 401.2 380.0 354.6 

% female 34.2 35.0 36.9 38.5 37.3 
  Inflow into work opportunities as contributory jobs 

Total 25.9 37.4 36.5 52.0 85.1 
East Germany 16.3 19.5 16.7 22.1 55.1 

% female 41.6 41.9 42.1 41.1 40.9 
West Germany 9.6 17.9 19.8 29.9 30.0 

% female 36.3 32.4 32.2 35.1 33.8 
  Average stock of unemployed UB II recipients 

Total 2,402.0 2,444.0 2,188.3 1,963.7 1,946.1 
East Germany 834.0 847.2 781.4 695.7 685.3 

% female 45.2 44.9 46.0 46.5 45.2 
West Germany 1,568.0 1,596.8 1,407.0 1,268.0 1,260.7 

% female 43.7 45.4 47.5 48.5 46.9 
 
Source: Department of Statistics of the Federal Employment Agency, calculations from the Data Warehouse 
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2 Who is targeted by One-Euro-Jobs? A selectivity analysis 

2.1 Introduction 

In recent years major labour market reforms (the so-called Hartz reforms) have been 

introduced in Germany with the aim of activating welfare recipients capable of working and 

reducing the persistent high unemployment rates. As one core means of activation, a workfare 

programme, so-called One-Euro-Jobs, was introduced in 2005. These jobs have been widely 

used since then with 600,000 and more new participants per year. In numerical terms, it is, 

therefore, the most important active labour market programme (ALMP) for welfare recipients. 

Furthermore, it is probably also the most well-known programme as it is discussed 

controversially in the political and public sphere. This paper investigates the selection into 

One-Euro-Jobs and how programme goals are reflected in the programme assignment. 

As the programme is intended to be used subordinate to other ALMPs (if nothing else helps or 

is available), especially hard-to-place unemployed people should be promoted with this 

programme. One-Euro-Jobs should enhance employability as well as reemployment 

prospects. However, the programme can also be used as a test of willingness-to-work, where 

no special target group is defined and unemployed individuals with rather good labour market 

prospects would also be likely to participate. Furthermore, there could be incentives for case 

managers to place unemployed with comparatively good prospects to the programme (cream 

skimming). Klemm et al. (2007) suggest that both, creaming processes – because of better 

achievements of case workers – and dumping processes – because of the availability of jobs 

for persons without labour market prospects –, could be at work in the selection of 

participants.  

Policy makers have set high expectations in One-Euro Jobs, which are intended to serve a 

large variety of aims, such as social integration, labour market integration, test of 

employability or willingness to work, the workfare idea or also the maintenance of 
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infrastructure (Bellmann et al., 2006). Moreover, unintended effects, such as substitution 

effects or deadweight losses should be minimised. Clearly, the various goals of One-Euro-

Jobs are partly conflicting. For instance, the goal of integrating participants into the labour 

market is not easy to achieve with jobs that have to be additional. But abandoning or 

weakening the requirement of additionality of One-Euro-Jobs in order to facilitate labour 

market integration of participants would increase the danger of substitution effects. 

Hohendanner (2007) finds some indication that One-Euro-Jobs crowd out regular 

employment as he finds that establishments providing One-Euro-Jobs in East Germany show 

lower growth rates of regular employment than establishments not providing One-Euro-Jobs. 

He assumes that particularly highly skilled participants provide the establishment with an 

incentive to replace workers. However, using establishment data he cannot test this 

hypothesis. 

The realisation of intended aims of One-Euro-Jobs depends on the one hand on the selection 

of establishments offering One-Euro-Jobs and on the other hand on the selection of 

participants. There is some evidence on One-Euro-Jobs from an establishment perspective 

(Bellmann et al., 2006; Hohendanner, 2007; Hohendanner et al., 2007). However, there is no 

empirical evidence on the question who participates in One-Euro-Jobs. 

There are a few German studies concentrating on the selection into different ALMPs 

(Bernhard et al., 2006b; Stephan and Zickert, 2008). Still, most studies on ALMPs 

concentrate on programme effectiveness and only allude to the selectivity issue, some more 

and some less (Caliendo, 2006; Caliendo et al., 2004, 2006, 2008a; Carling and Richardson, 

2004; Fitzenberger et al., 2006; Lechner and Wunsch, 2006). Several studies (Hohmeyer, 

2009; Hohmeyer and Wolff, 2007; Huber et al., 2009; Thomsen and Walter, 2010) evaluate 

effects of One-Euro-Jobs without concentrating on selection issues. Yet, besides the economic 

importance of the effectiveness of such a programme, it is important to investigate selectivity 

issues, especially for the initial period after such a reform. 
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Several factors support the importance of selectivity studies (Heckman and Smith, 2004): 

First, knowledge on selectivity can provide useful information on programme operations. For 

instance, are One-Euro-Jobs actually used to activate individuals who are particularly hard to 

place? Second, knowledge on selectivity contributes to finding an adequate evaluation 

strategy used for determining the effects of the programme on participants’ employment 

outcomes. Third, we gain information about inequality. Do specific groups, such as women or 

foreigners, have the same chance (or ‘risk’) of participating as others? Are there explanations 

for any differences? One example is the issue of gender mainstreaming, which is addressed 

here. Are there observable reasons for the low female participation rate in West Germany? By 

using a new application of the Blinder-Oaxaca decomposition technique by Fairlie (2006), we 

explain this low participation rate in comparison to East German women. 

The remainder of the paper is organised as follows: Section 2.2 describes the institutional 

framework of One-Euro-Jobs, while section 2.3 deals with previous findings on participation 

structures and selectivity of direct job creation and workfare programmes. In section 2.4 we 

outline the theoretical framework and hypotheses. The methodology and data that we used are 

described in section 2.5. Finally, the results of the probit and the decomposition analyses 

follow in section 2.6 and section 2.7 concludes. 

2.2 Institutional framework 

In January 2005 the last step of the Hartz reforms came into force in Germany and the Social 

Code (SC) II was introduced (see section 1.3). The SC II consolidates the former social 

assistance and unemployment assistance (UA) to a new welfare benefit – unemployment 

benefit II (UB II or ‘Arbeitslosengeld II’) – for needy people capable of working. The reforms 

aimed to activate and integrate more individuals into the labour market. One option of 

activating welfare recipients is direct job creation. We focus on the largest direct job creation 

programme for welfare recipients in terms of programme inflow: work opportunities with an 



 14 

allowance for additional expenses (‘Arbeitsgelegenheiten in der Mehraufwandsvariante’), also 

known as One-Euro-Jobs (Art. 16d SC II). In each of the first three years of the programme 

between 600,000 and 700,000 unemployed people started a One-Euro-Job (Table 1-1). 

As already indicated in the introduction, One-Euro-Jobs have several goals. They are aimed at 

increasing the employability of long-term unemployed people and enhancing their prospects 

of finding regular employment (Federal Employment Agency, 2005). Furthermore, they aim 

to integrate unemployed people socially by providing them with a task and a daily routine. 

They are also used as a means of testing an unemployed person’s willingness to work. 

Moreover, direct job creation can be seen as a contribution to the provision of public goods by 

welfare recipients. Jobs provided in the context of One-Euro-Jobs have to be additional jobs 

of public interest. In this way, policy makers intend to ensure that regular employment is not 

crowded out by these jobs. Furthermore, it is less likely that participants with low skills would 

provide an establishment with an incentive to replace workers (Hohendanner, 2007). 

However, additional jobs make the goal of integration into the labour market more difficult to 

achieve (Stahlmann, 2008a, b).  

In addition to their unemployment benefits, participants receive an allowance of usually 

between one Euro and 1.50 Euros per hour worked. Organisations providing the work 

opportunity receive a lump sum covering the allowance and other costs of providing One-

Euro-Jobs (e.g., working clothes and training of participants). One-Euro-Jobs are not subject 

to social security. The actual duration of participation is typically up to six months and the 

work should be part-time (up to 30 hours per week) to ensure that participants are still able to 

search for regular jobs (Hohmeyer et al., 2006).  

According to Bellmann et al. (2006), One-Euro-Jobs are often provided in non-profit and 

public sector establishments in 2005 that have already carried out other direct job creation 

schemes in the past. In 2007, roughly half of the started One-Euro-Jobs took place in 

environmental protection, landscape conservation and infrastructure development (Table 2-
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1).10

All welfare benefit recipients capable of working are eligible for participation in a One-Euro-

Job. But not all benefit recipients capable of working have to be available for placement in 

jobs and labour market programmes. Possible reasons for not being available for the labour 

market are, for example, bringing up small children or taking care of relatives (Art.10 SC II). 

Those who are available are registered as unemployed unless they work more than 15 hours 

per week or they participate in an ALMP.  

 However, there are both gender-specific and regional differences. Whereas women are 

more likely to take up a One-Euro-Job in the care sector, men are more likely to start a 

programme in environmental protection or infrastructure development. 

Among the broad group of eligible benefit recipients there probably are groups who are 

targeted more or others who are less likely to participate. However, given the mentioned 

variety of aims, it is hard to guess who really participates in One-Euro-Jobs. Do the 

participants predominantly belong to the defined target groups? Klemm et al. (2007) argue 

that both creaming processes and dumping processes could play a role in the selection of 

participants. 

There is no strict rule as to when a person is to be offered a One-Euro-Job. Only young 

unemployed people are probably targeted at the beginning of their unemployment because 

they should not be registered as unemployed for longer than three months (Federal 

Employment Agency, 2006b). 

One-Euro-Jobs are subordinate to regular employment, vocational training and other ALMPs. 

This implies that One-Euro-Jobs should be used as a last resort and individuals with specific 

difficulties in finding regular employment should be more likely to participate in One-Euro-

Jobs than those with less difficulties. Examples for people who on average are particularly 

hard to place are those with long (cumulated) periods of unemployment, those whose last 

                                                 
10 Unfortunately, information on industries is not available for 2005 and 2006 (Department for Statistics of the 
Federal Employment Agency, 2006). 
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regular employment ended a long time ago and those who have been out of the labour force 

during the past. Moreover, the Federal Employment Agency defined special target groups for 

One-Euro-Jobs within the Social Code II compendium (Federal Employment Agency, 2006a): 

Young adults, unemployed individuals with barriers to placement11

The selectivity analysis investigates whether such target groups among the eligible are really 

addressed by the programme in a setting where several partly conflicting aims are to be 

pursued.  

, people with a migration 

background and older unemployed individuals. 

2.3 Selectivity of direct job creation and workfare programmes  

Very little research has been conducted on the probability of UB II recipients to take part in 

ALMPs. So far, there is no multivariate analysis on the participation probability for One-

Euro-Jobs. Recently, some descriptive research has been published on the structure of 

participants (inflow) in direct job creation programmes in 2005 (Bernhard et al., 2006a; 

Heinemann et al., 2006; Hohmeyer et al., 2006; Wolff and Hohmeyer, 2006). Wolff and 

Hohmeyer (2006) analyse the extent to which defined target groups participate in One-Euro-

Jobs. Young unemployed people under the age of 25 start One-Euro-Jobs disproportionately 

often whereas the older unemployed take up One-Euro-Jobs less often compared to their share 

in the unemployed individuals. Women in West Germany start a One-Euro-Job less often 

whereas East German women start them in proportion with their share of the unemployment 

stock. Women without vocational training participate even less frequently, whereas for men 

the share of participants without vocational training roughly as large as their share of the 

unemployment stock. Overall, no concentration on target groups can be observed in these 

descriptive studies with the exception of young unemployed people. 

                                                 
11 The Federal Employment Agency remains imprecise in what is meant by barriers to placement in this context. 
In the context of unemployment insurance benefit recipients, unemployed with barriers to placement are long-
term unemployed, unemployed people aged 50 or older, people with disabilities, those without vocational 
training or re-entrants to the labour market. 
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When examining the selection into One-Euro-Jobs, one can also look at fairly comparable 

employment schemes. On the one hand, one could partly compare One-Euro-Jobs to 

international workfare programmes. On the other hand, traditional German job creation 

schemes for UA and unemployment insurance (UI) benefit recipients may also be comparable 

in some respects. The concept of One-Euro-Jobs is somewhere between these two 

programmes. That is why we briefly present selected selectivity results for both, job creation 

schemes and workfare programmes. 

In various evaluation studies, Caliendo and others (Caliendo, 2006; Caliendo et al., 2004, 

2006, 2008a) use binary logit models to analyse the participation probabilities of a sample of 

individuals, who were registered as unemployed in January 2000 and were receiving UI or 

UA benefits. They find that in West Germany, married individuals (especially women) have a 

lower probability of participation whereas in East Germany the opposite holds. The authors 

presume that this is due to the more traditional division of labour between men and women in 

West Germany or due to the different labour market situations in the two regions. Assuming 

that married women are more likely to participate if their husbands are unemployed, this 

could be the reason for the regional difference, as unemployment is higher in East Germany. 

However, the authors were not able to test this hypothesis with the data that was available to 

them. As more precise data on the household context is available to us, we look at this 

hypothesis for the case of One-Euro-Jobs. 

Besides these few German studies about the selection into direct job creation schemes, some 

international research has been conducted on the selection into workfare programmes. 

Handler (2003) surveys international workfare literature and concludes that workfare 

participation is highly selective. He ascribes this mainly to placement officers who prefer 

sending clients with better employment prospects to a workfare programme (cream 

skimming). 
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For several reasons, the multivariate selectivity analysis of One-Euro-Jobs in Germany is a 

new task as firstly this is a new programme (on which only descriptive evidence exists so far) 

that we analyse in its introduction period, and secondly there is generally little evidence on 

programme selectivity and its cause.  

2.4 Theoretical background  

Direct job creation has the aim of activating unemployed individuals. To start with, it aims to 

raise the employability of participants, thereby enhancing their labour market prospects 

(Federal Employment Agency, 2005). One-Euro-Jobs in particular have the goal of creating 

the basic preconditions for participants to take up jobs. For example, participants should 

become accustomed to regular work schedules. This is thus most likely to be effective for 

UB II recipients who are hard to place. Furthermore, One-Euro-Jobs can also be used as work 

tests. Is the unemployed individual willing to work or able to follow a regular work schedule? 

This reason for an assignment to a One-Euro-Job may also be relevant for unemployed people 

with placement barriers and secondly, for people who are suspected of working illegally. 

Thus, the decision as to which individuals are selected into the programme may also influence 

the effectiveness of direct job creation schemes that is investigated by micro-econometric 

studies (Hohmeyer and Wolff, 2007). For such evaluation studies it is important to gain 

knowledge about the processes and mechanisms of placement into One-Euro-Jobs and the 

programme operation in order to apply a suitable evaluation strategy. This kind of research 

plays a crucial part in identifying problems regarding the current labour market reforms and 

their actual implementation.  

Heckman and Smith (2004) describe the participation decision for a prototypical voluntary 

labour market programme as a process of five steps which all have to be passed through for 

participation to take place. These five steps are: 1. eligibility, 2. awareness, 3. application, 4. 
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acceptance and 5. enrolment. This concept can be applied to the typical situation of the 

selection into One-Euro-Jobs. However, the single steps cannot always be separated clearly. 

We have information on the participation decision from two different sources. First, we 

analysed legal requirements and documents of the Federal Employment Agency. According to 

this source, eligibility is affected by legal requirements. Establishments wishing to provide 

One-Euro-Jobs have to take certain requirements into account. Unemployed people also have 

the opportunity to search for a One-Euro-Job on their own. Second, we conducted a survey of 

case managers in late 2005 (for more details see Wolff and Hohmeyer, 2006). We first briefly 

describe the five steps mentioned above according to the two sources. This is followed by a 

more detailed description of each step. This survey showed that typically either an eligible 

(Step 1: eligibility) unemployed person enquires about participation in a One-Euro-Job or 

participation in general is suggested by the case manager (Step 2: awareness). However, it is 

rarely the case that an unemployed person approaches the case manager with a concrete One-

Euro-Job that she has found. Typically, it is the case manager who suggests a particular work 

opportunity to the welfare recipient (Step 3: proposal).12

Unemployed individuals do not necessarily begin a One-Euro-Job voluntarily, as this 

programme can also be used as a work test in order to check whether unemployed people are 

 The UB II recipient then has to 

attend an interview with the operating establishment (Step 4: interview and acceptance). If the 

unemployed individual is accepted by the establishment, she can start the One-Euro-Job (Step 

5: enrolment). Our results do not enable us to distinguish between the different steps. 

However, they make clear what mechanisms could be at work during selection. Furthermore, 

they clarify that the selection into the programme is no single event but a process. The 

selection depends on different legislative, executive and judicial restrictions. 

                                                 
12 See also the suggestion form for work opportunities on the homepage of the Federal Employment Agency. 
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available for job placement and are willing to cooperate. A refusal to take up a One-Euro-Job 

can be sanctioned by temporary cuts in welfare benefits.  

 

Step 1: Eligibility 

UB II recipients who are capable of working as well as available to the labour market are 

eligible for participation in One-Euro-Jobs. As we consider only eligible unemployed persons, 

we do not examine the determinants of eligibility in this study. Although we do not look at 

this step, we can reasonably investigate the determinants of participation or, as Heckman and 

Smith (2004, p. 36) put it: “Getting these groups to participate in employment and training 

programs (…) requires more than just making them eligible for program services.” Among 

the group of eligible UB II recipients, we consider the relevance of defined target groups for 

One-Euro-Jobs as this programme is intended to target certain groups in particular. 

 

Step 2: Awareness 

Due to high media coverage of One-Euro-Jobs, a general knowledge of the programme can be 

presumed. However, unemployed people cannot be assumed to know in detail whether they 

are eligible, what types of One-Euro-Jobs exist and, e.g., what options for child care there are 

for those who have small children. According to Heckman and Smith (2004) we can expect 

that language skills, education and access to a network of people who have heard of the 

programme or have participated themselves raise the likelihood of a person knowing about 

these work opportunities. 

Furthermore, frequency of contacts to the local employment agency plays a role because case 

managers should inform recipients of UB II about One-Euro-Jobs. We can, therefore, assume 

that the person in a household who is authorised to deal with the request for unemployment 

benefits for the household is more likely to be informed about work opportunities by the case 

manager. Moreover, the awareness depends on the respective case manager and the local 
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employment agency. The local employment agency determines the implementation of One-

Euro-Jobs, e.g., by deciding how many unemployed are placed, who is placed (targeting) and 

what kind of One-Euro-Jobs are established. The case manager’s inclination to inform the 

unemployed about work opportunities is influenced by these decisions and of course by target 

groups that are required by law. Cream skimming could also play a role for this. 

 

Step 3: Proposal 

The likelihood of receiving a proposal for a particular One-Euro-Job depends not only on the 

inclination of the case manager but also on the availability of suitable positions. So, individual 

characteristics of UB II recipients are also essential for the proposal of a One-Euro-Job.  

The individual qualification level may, therefore, be important. If One-Euro-Jobs with certain 

qualification requirements are available, for example, only qualified individuals may take 

part. That is also why cream skimming may play an important role. On the one hand, case 

workers may have an incentive to place more highly skilled individuals in a One-Euro-Job 

because of the availability of suitable positions. On the other hand, case workers build their 

expectations of programme impacts (Caliendo et al., 2008b) and the integration into the 

labour market after the programme could be easier to achieve for qualified individuals than 

for people with a lower qualification level. Moreover, case managers are often evaluated by 

means of their integration rates.13

Furthermore, the household context is also probably important, e.g. the existence of (small) 

children in the household. If child care availability is a problem, it is less probable that people 

with small children will be offered a One-Euro-Job. This argument also holds for individuals 

 The steps following the proposal are always dependent on 

the proposal. Moreover, the case managers are able to anticipate the further steps such as 

interview and acceptance. So, they can propose One-Euro-Jobs only to those UB II recipients 

who are likely to be accepted. 

                                                 
13 As Handler (2003) shows, this is also empirically relevant for several countries. 
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who are currently working, predominantly in minor employment (‘Minijobs’), but not earning 

enough to live on. They would not have the time to participate in a One-Euro-Job without 

giving up their present employment, which (in the short run) would be efficient neither for 

themselves nor for employment agencies. Moreover, the use as a work test, which was 

mentioned earlier, could motivate case managers to propose a One-Euro-Job to more highly 

qualified people. 

In addition, it is likely that defined target groups such as young unemployed people, 

foreigners, older unemployed people or individuals with placement barriers will get a 

proposal for a One-Euro-Job, as case managers should suggest them.  

 

Step 4: Interview and acceptance 

The interview and acceptance decision follow the proposal. It is, therefore, highly likely that 

the acceptance decision also depends on personal characteristics. As the result of the 

interview not only depends on the unemployed person but also on the organisation, it is likely 

that creaming could take place to some extent. However, it is also possible that no interview 

takes place and the case manager assigns some individuals directly to a One-Euro-Job. 

 

Step 5: Enrolment 

There is no random assignment after acceptance like in the example shown by Heckman and 

Smith (2004). The actual enrolment after acceptance can only be prevented by failure to 

appear. This is influenced by health and opportunities of illegal employment. However, non-

enrolment can be sanctioned by cuts in UB II payments. Therefore, it is again personal 

characteristics that are relevant for enrolment. Someone who has to take care of another 

person, e.g., a child, might be less likely to provoke such a benefit sanction. 
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2.5 Data and methodology 

2.5.1 Data 

For our analyses we rely on rich administrative data.14 The specific data sources are displayed 

in Table 2-2. We analyse a sample of individuals who are registered as unemployed and 

receiving UB II on 31st January 2005.15

The dataset contains 371,457 individuals, with 297,103 non-participants and 74,354 

participants, who are unemployed, receive UB II and do not participate in any ALMP on 31st 

January 2005. After excluding 7,045 cases with missing values in relevant covariates and 

imposing an age restriction from 15 to 62 years ruling out 2,209 cases, 289,303 non-

participating individuals and 72,883 participants remain. 

 Participants start a One-Euro-Job between February 

and April 2005. Here, only the participants’ first programme start in this time frame is 

considered. Later programme starts in the same time frame are disregarded. Non-participants 

do not take up such a direct job creation programme in the same time frame. However, non-

participants may participate in any other ALMP that is available for UB II recipients. 

Because of the rich information in the dataset we can include a variety of covariates that we 

assume to influence the assignment into One-Euro-Jobs. An overview of covariates used is 

being given in Table 2-3. First of all, we include socio-demographic variables on age, 

impairment of health and disability, nationality, marital status, children and the individual’s 

qualification level.16

                                                 
14 The data access is not free but researchers can make a request according to Art. 75 SC X (transmission of 
social data for research and planning) directed to the Federal Employment Agency. 

 Next, we consider information on periods of non-employment such as 

cumulated unemployment duration, cumulated duration of UI benefit receipt and whether 

someone has been out of labour force during the last five years for more than 30 days. Then 

15 We use the total inflow into One-Euro-Jobs as participants between February and April 2005. For the non-
participants, we use a 20% random sample of unemployed welfare recipients on 31st January 2005. As the 
participants are the entire population of programme starts in the regarded time frame whereas the non-
participants are only a sample, we use weighted models. 
16 The variable showing whether the person is the head of the household or authorised could not be included as 
there was no variance for participants. 99 % of the participants are the head of the household. 
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we incorporate variables on employment such as the cumulated duration of regular 

employment, information on the last job (sector, firm size, earnings), on the time since the 

end of the last job and whether individuals have a minor employment on 31st January 2005. 

For women, we take into account whether they are looking for a part-time job. Furthermore, 

we include information on past participations in ALMPs.  

The effects could differ for younger individuals because they have a higher probability of not 

having completed vocational training and not having longer spells of regular employment. 

Therefore, we consider several interaction terms with age.  

Then we include information about the partner, such as qualification level or unemployment 

status on 31st January 2005. Furthermore, we include regional information on the share of 

children under the age of three who are looked after in a day care facility.17

Descriptive statistics of the dataset are shown in Table 2-3. They demonstrate that the 

percentage of young adults under the age of 25 is larger in the group of participants. More 

than 50 % are singles with a larger share in the participants' group. Moreover, more than half 

of the sample received UA benefit in December 2004. The share of former participants in 

ALMPs is remarkably high. Around 30 % have participated before in short classroom 

training. The share of former programme participants is higher for One-Euro-Job participants 

than for non-participants. 

 And finally, we 

control for regional labour market characteristics with the local unemployment rate, the 

vacancy-unemployment ratio, the percentage of long-term unemployed and the trend of these 

variables. We also include a classification of the regional labour market in twelve different 

district types according to Rüb and Werner (2008).  

                                                 
17 We include the share for the year 2002, as no later years had been reported before 2005 (Federal Statistical 
Office and the statistical Offices of the Länder, 2004). 
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2.5.2 Methodology 

The main question of our analysis is: What are the determinants of participation in a One-

Euro-Job? As there are only two observable outcomes (participation and non-participation), 

the dependent variable is binary and can only take the values 0 or 1. There is a class of binary 

choice models that cope with the corresponding challenges (Verbeek, 2004). These models 

describe the probability that iy  equals 1 depending on the observable individual 

characteristics ix  and the unobserved population parameters β : 

{ } ),(|1 βiii xGxyP == . 

The function G  should only take on values in the interval [0,1]. Usually, functions of the 

form )'(),( ββ ii xFxG =  are chosen for which F  also has to be in the range of [0,1]. 

Commonly, the standard normal distribution is chosen for F  leading to the so-called probit 

model.  

We estimate the selectivity into One-Euro-Jobs with the aid of binary probit models. We take 

the heterogeneity of participants into account by estimating separate models for men and 

women in East and West Germany for several reasons. The rate of registered unemployment 

in West Germany, which stood at 9.8 % in the year 2005, is roughly half the level of that in 

East Germany. So the availability and use of One-Euro-Jobs as well as the selection into One-

Euro-Jobs probably differ between the regions. We conduct separate estimates for men and 

women as the labour market behaviour is gender specific. To assess non-linearities in the set 

of independent variables, we use dummy variables instead of ordinal or metric variables such 

as age or the cumulated unemployment duration. We proceed with a ‘from general-to 

specific’ approach. We start with the most general model and the largest set of possible 

independent variables. Then, for testing hypotheses on equal coefficients, we choose a 
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simpler and statistically valid specification with the aid of Wald tests.18

As the participants are the entire population of programme starts in the mentioned time frame 

and the non-participants are only a sample, we use weighted models. Otherwise the 

proportion of transition from unemployment into One-Euro-Jobs would be overestimated. 

Hence, the coefficient for the constant in the probit regression would be biased and as a result, 

individual selection probabilities would be too high. The marginal effects would, therefore, 

also be estimated inconsistently as they depend on the individual probabilities (King and 

Zeng, 2001).  

 Furthermore, we 

show marginal effects. For dummy variables, the marginal effects are calculated at zero 

values of the covariates. For the continuous regional variables, we calculate the marginal 

effects at the weighted means. 

We use a decomposition analysis in order to explain the different participation probabilities 

for women in the two regions. There are various possible reasons for such differences. On the 

one hand, differences in the characteristics of women in East and West Germany such as the 

higher educational level or the broader availability of child care facilities in East Germany 

could account for these differences. On the other hand, differences in the selection process 

could be responsible for the gap, such as regional differences in the labour market orientation 

of women or how they are treated by the case workers.  

The decomposition analysis technique developed by Blinder (1973) and Oaxaca (1973) can be 

used to differentiate between such effects caused by group differences in the distribution of 

the covariates X  (‘characteristics effect’) and those caused by differences in the process 

determining participation (‘discrimination effect’). Fairlie (2006) extended this technique, 

which was designed for linear regressions, for the decomposition of estimates of probit and 

logit models. 

                                                 
18 We only excluded variables that were tested out in all models. These are interaction terms with age and 
unemployment, programme participation during the last year and several partner variables (school, employment 
and unemployment). 
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The decomposition of the differences in the participation probabilities can be written as 

QDPPPPPP WE
W

E
W

EWE +=−+−=−  

where EP  is the average probability of women in East Germany starting the programme and 

WP  is the same for West German women. The ‘discrimination effect’ D  due to differences 

in unobserved characteristics is defined by the difference between the participation probability 

of East German women ( EP ) and the participation probability of East German women if they 

behaved (or were treated) like West German women ( E
WP ). The ‘characteristics effect’ Q  due 

to differences in characteristics can be written as the difference between the participation 

probability of East German women if they behaved like West German women ( E
WP ) and the 

participation probability of West German women ( WP ). In this term the coefficients are held 

constant. It indicates the extent to which different probabilities of starting a One-Euro-Job can 

be attributed to different observed characteristics of the participants in East and West 

Germany. We concentrate on the effect Q  as we are interested in the differences caused by 

observable variables and disaggregate Q  into the contributions of the single covariates 

included in the analyses. 

2.6 Results 

Table 2-4 shows the marginal effects of the covariates on One-Euro-Job participation for men 

and women in East and West Germany. Table 2-5 provides a short overview of the direction 

of effects for different covariate groups. In the following sections, we discuss the results 

following our research questions: Are target groups reached by One-Euro-Jobs? Can different 

patterns of participation determinants be observed for men and for women with different 

family backgrounds? And how can the particularly low participation probabilities of West 

German women be explained?  
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We have explained different steps leading to One-Euro-Job participation. Due to limits in our 

database, we cannot disentangle the estimated effects and assign the results to a single step. 

We can only presume from the results that one of the steps may be more important than 

others. 

Overall, the participation probabilities are clearly higher for East Germany than for West 

Germany (Table 2-4). While in East Germany the participation probabilities in our sample 

equal about seven percent for men and women, in West Germany this probability is about 

percent for men and less than three percent for women. In East Germany there are hardly any 

differences in the participation probabilities for either men or women whereas in West 

Germany such differences do exist. 

2.6.1 Target groups 

Unemployed people who are particularly hard to place are supposed to be promoted by One-

Euro-Jobs. Examples are unemployed individuals who have not worked for a long period of 

time or who have health problems. Unemployed people with a migration background are 

another special target group. Both young and older unemployed people belong to the defined 

target groups. However, it cannot be taken for granted that these target groups are reached as 

other aims should play a role and could support creaming or the usage of One-Euro-Jobs as a 

work test. 

Our results show that the probability of participation decreases with age (Table 2-4). The 

highest probability of participating can be found for unemployed and needy persons below the 

age of 25, probably due to the legal requirement saying that unemployed people of this age 

are to be placed in vocational training, employment or work opportunities immediately after 

registering as unemployed (Art. 3 (2) SC II). This requirement is operationalised by the 

Federal Employment Agency to the effect that no individual below the age of 25 should be 

registered as unemployed for more than three months (Federal Employment Agency, 2006b). 
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Thus, we observe that young unemployed people are reached as a special target group. 

However, this is not the case for unemployed people above the age of 50.  

Despite their definition as a target group of One-Euro-Jobs, foreigners and Germans with a 

migration background have a lower probability of participating than Germans without a 

migration background. Exceptions are unemployed people from the former Soviet Union in 

East Germany and West German women with a migration background, where the results are 

not significant. This may indicate the importance of language skills, which could be relevant 

for the awareness of the programme (Heckman and Smith, 2004).19

Unemployed individuals with health problems or a disability are potentially harder to place. 

However, they even have a slightly lower probability of participating in a One-Euro-Job than 

unemployed people without any health constraints and are not especially promoted by One-

Euro-Jobs. 

  

Turning to the qualification level, it emerges that the focus on target groups is worse for 

women than for men. In West Germany, there are negative effects for better educated men 

(with an upper secondary school leaving certificate (‘Abitur’) or an intermediate secondary 

school leaving certificate and vocational training). Men in East Germany have a higher 

participation likelihood with a lower secondary school leaving certificate than without. 

However, women generally have higher participation probabilities with a school qualification 

than without. This also holds for higher qualifications, not only for secondary education. The 

highest likelihood for West German women exists for those with a medium level of 

qualification compared to no qualification (0.7 percentage points higher for secondary school 

leaving certificate plus vocational training with a reference probability of 2.7 %). Better 

educated East German women have a greater propensity to start a One-Euro-Job (more than 

four percentage points with a reference probability of ten percent). Maybe there is a lack of 

                                                 
19 In addition, other studies show that unemployed people with a migration background have not been promoted 
with other ALMPs (Bernhard et al., 2006b; Stephan and Zickert, 2008).  
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suitable One-Euro-Jobs for women with a low qualification level or no qualification at all or 

perhaps they orientate themselves less towards labour market participation. 

Considering periods of un- and non-employment in the past as an indicator of employment 

prospects, the impression is split: Whereas the cumulated duration of unemployment comes 

along with a higher participation probability, the fact that there has been a period out of the 

labour force of more than 30 days within the last five years is associated with a lower 

probability. So, we are unable to say clearly whether One-Euro-Jobs focus on individuals who 

are particularly hard to place. Further selection mechanisms are assumed to be at work. 

Concerning the industry of the last contributory job it becomes obvious that employment in 

sectors like public administration, defence, social security, health care, education (only in 

West Germany) and other services increase the probability of starting a One-Euro-Job 

compared to manufacturing as a last sector, whereas working in construction (in East 

Germany) and the retail trade and hotels / restaurants (not for women in West Germany) 

decrease the probability. The participation probability seems to be higher if the last sector 

worked in is a typical sector for One-Euro-Jobs such as health, education or public 

administration.20

In contrast, there are other results that underline the promotion of target groups. We find 

support for the existence of ‘programme careers’: the probability of participating in a One-

Euro-Job increases with the number of participations in ALMPs in recent years. The type of 

programme is also relevant: while participation in job creation schemes (which are similar to 

One-Euro-Jobs to some extent) comes along with a higher likelihood, participation in private 

sector employment subsidies and start-up subsidies is associated with a lower probability. 

 This suggests that predominantly those unemployed people who are 

qualified for the job, e.g. by former employment in the particular industry are recommended 

and accepted for a One-Euro-Job. This undermines the idea of reaching target groups. 

                                                 
20 According to Bellmann et al. (2006), One-Euro-Jobs are predominantly located in establishments belonging to 
the sectors of public administration, education, health and care and sports and culture. 
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This underlines the usage of One-Euro-Jobs as a last resort, i.e. that the case manager has 

tried to reach integration through other means before. Participation in other programmes in 

the past has not been helpful for finding a stable regular job. Therefore, this also suggests that 

One-Euro-Jobs are used subordinate to other ALMPs. 

There is also a strong negative effect for minor employment on 31st January 2005. This is 

only surprising at first sight because on the one hand unemployed UB II recipients should be 

available for the labour market and should be willing to end their neediness. On the other 

hand, however, in many cases both, the labour market agency and the unemployed individual, 

are financially better off with minor employment than with a One-Euro-Job. Moreover, it is 

not clear whether someone in minor employment is particularly hard to place.  

To sum up, only some of the target groups are reached such as young individuals under the 

age of 25, the long-term unemployed or people with programme experience. 

2.6.2 Gender and family background aspects 

In this section, we look at the role of gender and family background aspects for One-Euro-Job 

participation. Gender differences can be found in the role of the unemployed person’s family 

background (Tables 2-4 and 2-5). Single people in East Germany do not seem to have a 

higher participation probability than unemployed persons with a partner; the effects are 

insignificant. The only exceptions are men in East Germany with an unmarried partner. Their 

participation is less likely. In West Germany, effects of having a partner differ by gender: 

Single men have a lower likelihood to participate (0.6 percentage points). On the contrary, 

single women have a higher probability of participating than women with a partner (1.6 

percentage points) and married West German women have the lowest participation 

probability. Thus, having a partner is important for the participation probability of women but 

is the labour market status of the partner also important? Caliendo et al. (2004) assume that 

the higher participation rate of East German women compared to women in West Germany 



 32 

can partly be explained by the fact that in East Germany there are more women whose partner 

is unemployed (see section 2.3). Yet we find the partner’s current unemployment not to have 

any influence on the participation probability with one exception: The marginal effect is 

negative for all groups, but only significant for men in West Germany. We cannot, therefore, 

support the hypothesis raised by Caliendo et al. (2004). In general, most of the variables with 

information about the partner do not have a significant influence on the selection into One-

Euro-Jobs. Men with spouses with cumulated unemployment periods of up to one year (or 

longer in East Germany) have a greater propensity to begin a One-Euro-Job compared to 

those with spouses who have not been unemployed.  

The role of children with regard to the participation probability differs for men and women. 

The participation probability of unemployed men in East Germany is unaffected by whether 

or not they have children. This is different for West German men who are less likely to 

participate with one or two children. However, whether a woman has children or not generally 

makes no difference in West Germany. On the contrary, West German women have a 1.6 

percentage points lower probability of participating if they have a child under the age of three 

compared to women without children of this age. In contrast, East German women even have 

a greater propensity to start a One-Euro-Job if they have children (0.8 to 1.3 percentage 

points). Nevertheless, they have a four percentage points lower likelihood of entering the 

programme with children under the age of three. This is remarkable as people caring for a 

child under the age of three do not have to be available for job placement but can register as 

unemployed on a voluntary basis (Art. 10 (1) SC II). Thus, one could assume that those 

registering as unemployed are particularly motivated and are more likely to participate. 

However, this is not what our results suggest. It may be the case managers who do not expect 

these women to participate in One-Euro-Jobs (for example, in the function of One-Euro-Jobs 

as work tests) or because of lacking child care facilities.  
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2.6.3 Decomposition of participation probability differences between East and West 

German women 

We already learned that gender plays an important role in the selection process and that in 

West German women have a lower probability of participating in a One-Euro-Job than men 

(Table 2-4). The relationship is the other way around in East Germany. Women in East 

Germany have a slightly higher probability of participating than men. These findings that 

women in West Germany have a lower participation probability than their East German 

counterparts are in line with results on other ALMPs and labour market orientation in general 

(Bernhard et al., 2006a; Caliendo et al., 2004; Grundig, 2008; Heinemann et al., 2006; Holst 

and Schupp, 2001; Wanger, 2005; Wolff and Hohmeyer, 2006). There are various possible 

reasons for these differences. They may be explained, e.g., by different labour market 

orientations of women as well as by different child care opportunities or different 

characteristics such as education in the two regions. Furthermore, differences in the selection 

process could be responsible for the gap, such as regional differences in the way women are 

treated by the case workers. To gain more certainty about the driving factors for the 

differences, a Blinder-Oaxaca decomposition of the effects for probit models by Fairlie 

(2006) is conducted.  

The results indicate the extent to which different probabilities of starting a One-Euro-Job can 

be attributed to different observed characteristics of the participants in East and West 

Germany.21 The models rely on the covariates from the probit models except for the regional 

classification of labour market types, which differs in East and West Germany. The results are 

displayed in Table 2-6.22

                                                 
21 One may also wish to compare men and women in West Germany directly. These results are not discussed 
here but are available on request. 

 

22 We display the results in three versions: the two different decomposition bases of East and West Germany as 
well as estimates from a pooled sample of the two groups. The latter specifies that the coefficients from the 
pooled model over all cases are used for the decomposition. However, in the discussion we concentrate on the 
results in the first column (East Germany as the base category). We used the ado-procedure fairlie.ado, which we 
amended in order to include population weights. 



 34 

Women in East Germany have a 4.4 percentage points higher probability of starting a One-

Euro-Job than West German women (7.0 % compared to 2.6 %). Nearly two third of the 

difference (62 %) between the two groups can be explained by differences in the covariates. 

This means that characteristics effects account for a difference in the probabilities amounting 

to 2.7 percentage points. One observable explanation for the difference is the broader 

availability of child care facilities in East Germany which explains more than five percent of 

the entire difference in the participation probabilities. Furthermore, structural differences in 

the population of unemployed benefit recipients can explain the difference to some extent. For 

example, different levels of qualification account for more than 15 % of the differences in the 

participation probability. The higher qualification level of East German women can be seen as 

one main reason for this group’s higher probability of starting a One-Euro-Job. These results 

are in line with results on female labour market participation in general in East and West 

Germany (Grundig, 2008). 

In addition, the participation differences can be partly explained by differences in 

unemployment duration and nationality. The larger share of foreigners in West Germany 

accounts for 9.4 % of the differences in the participation probabilities. The unexplained part 

can probably be traced back to general differences between the intensity of labour market 

policies in East and West Germany as the participation rate is generally higher in East 

Germany. 

It must be emphasised, however, that it is the group of West German women that shows 

positive effects in evaluation studies with respect to the regular employment rate for direct job 

creation programmes such as job creation schemes and One-Euro-Jobs (Caliendo et al., 2004; 

Hohmeyer and Wolff, 2007). One possible explanation for such positive results is the 

selective usage of the instrument.  
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2.7 Summary and conclusion 

In this study the determinants of unemployed welfare recipients starting a One-Euro-Job in 

spring 2005 were analysed. For the analyses, the method of probit analyses was applied using 

rich administrative data. We employed an extension of the Blinder (1973)-Oaxaca (1973) 

decomposition technique by Fairlie (2006) to investigate the extent to which the difference 

between East and West German women can be attributed to differences in observed 

characteristics. 

Overall, we conclude that One-Euro-Jobs reach only some of their target groups: young 

unemployed people under 25, people with longer unemployment spells in the past and 

individuals with ‘programme careers’. On the other hand, unemployed people with disabilities 

or people with a migration background are not promoted by One-Euro-Jobs. International 

workfare studies have also found that target groups are only reached partially. Whether this is 

due to the use of One-Euro-Jobs as work tests or due to cream skimming by case managers 

and firms or whether it is caused by other factors cannot be answered here. However, with 

respect to unintended effects such as substitution effects, it may be particularly problematic to 

promote more qualified unemployed persons with One-Euro-Jobs. Offering One-Euro-Jobs to 

less skilled individuals makes such unintended effects less likely. 

Our results cannot show which step in the theoretical framework of Heckman and Smith 

(2004) influences the participation most, as all of the steps should influence the assignment 

itself. As special target groups are not fully reached by One-Euro-Jobs, it is likely that the 

interaction between different steps also plays an important role. However, we suggest that the 

proposal of taking up a One-Euro-Job by the case manager is likely to be very important as 

the subsequent steps are based on this decision and the case managers have the opportunity to 

anticipate the following steps.  

Whereas partner characteristics only show a weak impact on the participation probability, 

there are gender-specific differences of having children. The participation probability of 
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unemployed men is unaffected by whether or not they have young children. Women have a 

lower probability of participating if they have a child under the age of three compared to 

women without children of this age. 

East German women have a significantly higher likelihood of participating than West German 

women. Almost two third of the differences can be explained by differences observed in the 

values of the covariates. One element is child care facilities accounting for roughly five 

percent of the differences. Child care facilities are traditionally more prevalent in East than in 

West Germany (Federal Statistical Office and the statistical Offices of the Länder, 2004, 

2007) and thus enable women to participate in the labour market there. Furthermore, the 

results show that women without a vocational qualification are less likely to participate in a 

One-Euro-Job. In West Germany, 64 % of unemployed women receiving UB II did not 

possess any qualifications in 2005. This share is twice as high as in East Germany where only 

32 % of unemployed and needy women do not have a training qualification (Wolff and 

Hohmeyer, 2006). The decomposition analysis shows that the qualification level can account 

for more than 15 % of the difference in participation probabilities. In addition, differences in 

the participation probabilities can partly be explained by the structure of unemployed benefit 

recipients with regard for example to unemployment history and nationality. 

Considering that defined target groups are reached only partially is important in a further 

aspect. One-Euro-Jobs are supposed to aim at several goals. Observing no clear focus on 

target groups suggests that indeed several goals are pursued. As mentioned above, these goals 

partially conflict: direct labour market integration of participants cannot be expected on a 

large scale with additional jobs, which predominantly do not take place in a regular market 

sphere. On the contrary, jobs closer to the regular labour market would more likely lead to 

substitution effects or deadweight losses. Regarding that the various goals at least partially 

conflict, a clarification and limitation of goals of One-Euro-Jobs would be reasonable.  
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With respect to previous evaluation results (Hohmeyer and Wolff, 2007), which confirm that 

One-Euro-Job participation does not help people who have recently been employed to 

increase their labour market prospects, it might be one solution to focus One-Euro-Jobs on 

hard-to-place individuals to a larger share. 

 



 38 

2.8 Tables 

Table 2-1: Industry of One-Euro-Jobs started in 2007 (in %)  

   East  West  
 Total Men Women Men Women 
Health and care 12.0 4.9 13.0 9.5 22.6 
Child care and youth 
welfare services 10.8 10.3 18.0 6.6 12.7 
Advisory services 8.4 8.3 12.6 6.6 8.0 
Environmental protection 
and landscape conservation 24.7 28.3 14.9 32.4 15.9 
Infrastructure development 29.4 28.4 21.1 33.9 29.4 
Education and training 8.2 8.8 9.6 7.1 8.5 
Science and research 0.4 0.4 0.4 0.5 0.4 
Art and culture 4.4 6.9 8.5 2.3 2.1 
Sports 1.5 3.6 1.8 0.9 0.2 
Classification impossible 0.1 0.0 0.0 0.1 0.1 

Source: Statistics of the Federal Employment Agency, calculations from the Data Warehouse 

 
Table 2-2: Data sources 

Data sources Information about 
Integrated Employment Biographies 
(IEB version 5.00) 

Employment and unemployment history, daily 
earnings, occupation, education and ALMP History 

Job-seeker data base (BewA) Family status, children, migration background, health 
status 

UB II Receipt History 
(Leistungshistorik Grundsicherung 
version 1.00) 

Household members and their characteristics 

Regional Statistics of the Department 
for Statistics of the Federal 
Employment Agency 

Regional labour market characteristics (district level) 

Federal Statistical Office and the 
statistical Offices of the Länder (2004) 

Availability of child care facilities  
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Table 2-3: Variable means for men and women in East and West Germany 
 East West 
 Men Women Men Women 
  NP P NP P NP P NP P 
Age in years         
15-20 .023 .052 .026 .047 .026 .062 .037 .075 
21-24 .056 .195 .051 .135 .053 .165 .061 .156 
25-30 .134 .085 .110 .072 .130 .128 .129 .116 
31-35 .114 .080 .123 .100 .129 .111 .135 .109 
36-40 .149 .112 .159 .148 .158 .142 .157 .149 
41-45 .173 .152 .178 .168 .162 .152 .154 .166 
46-50 .151 .143 .150 .150 .138 .122 .127 .117 
51-57 .181 .171 .189 .172 .178 .112 .168 .105 
58-62 .019 .010 .014 .008 .026 .007 .032 .006 
Impairment of health or disabled .147 .130 .101 .087 .185 .147 .118 .108 
Nationality         
German without migration background .898 .951 .901 .952 .713 .806 .717 .832 
German with migration background .024 .020 .029 .018 .058 .061 .059 .057 
Turkish .024 .007 .019 .005 .084 .042 .072 .030 
Soviet Union .016 .011 .021 .015 .026 .022 .043 .024 
Other foreigners .038 .011 .031 .010 .120 .068 .110 .056 
Family background         
No partner .588 .640 .521 .573 .592 .657 .614 .759 
Partner, not married .115 .114 .115 .114 .066 .075 .068 .082 
No children .749 .786 .480 .487 .738 .787 .605 .637 
One or two children .212 .185 .445 .450 .200 .164 .334 .320 
Three or more children .039 .029 .075 .062 .062 .050 .062 .043 
Child under 3 .013 .013 .007 .004 .015 .016 .012 .005 
Education / training         
No secondary school qualification/no voc. training .135 .120 .132 .072 .233 .225 .293 .177 
Secondary school, no voc. training .117 .134 .113 .103 .273 .305 .276 .291 
Secondary school, voc. training .289 .325 .203 .222 .292 .296 .190 .240 
Interm. school leaving certificate, no voc. training .046 .049 .063 .060 .036 .041 .054 .063 
Interm. school leaving certificate, voc. training .351 .327 .432 .491 .080 .075 .105 .142 
Upper secondary school leaving certificate, no voc. 
training .010 .007 .008 .005 .021 .014 .019 .018 
Upper sec. school leaving certificate, voc. training .024 .020 .024 .026 .035 .027 .034 .041 
Upper sec. school leaving certificate, university 
degree .028 .018 .025 .020 .030 .017 .030 .029 
Cumulated duration of unempl., 02/2000 to 01/2005 
0 to 6 months  .056 .039 .089 .052 .092 .076 .308 .170 
7 to 12 months  .047 .054 .055 .063 .055 .074 .088 .103 
12 to 18 months  .071 .093 .068 .081 .095 .122 .099 .137 
19 to 30 months  .192 .218 .155 .177 .229 .258 .178 .246 
31 to 36 months  .113 .126 .093 .103 .114 .122 .074 .094 
37 to 48 months  .519 .469 .539 .523 .415 .347 .253 .249 
Out-of-labour force during last 5 years ≥ 30 days .475 .477 .466 .422 .593 .617 .731 .682 
Cum. dur. of UI ben. receipt from 02/2000 to 01/2005 
0 months  .283 .222 .378 .292 .335 .284 .526 .376 
1 to 6 months  .196 .194 .235 .247 .161 .191 .129 .179 
7 to 12 months  .296 .327 .257 .304 .319 .346 .230 .317 
13 to 18 months  .144 .172 .084 .111 .118 .129 .070 .089 
> 18 months  .082 .084 .046 .047 .067 .050 .045 .039 
Note: NP: non-participants, P: participants         
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Table 2-3 continued: Variable means for men and women in East and West Germany 
 East West 
 Men Women Men Women 
  NP P NP P NP P NP P 
UI ben. receipt, 31/12/2004 .045 .033 .040 .036 .028 .029 .040 .044 
UA ben. receipt, 31/12/2004 .769 .794 .721 .777 .734 .721 .457 .592 
Cumulated dur. of regular employment 01/2000 to 12/2004 
0 months .438 .447 .611 .602 .363 .327 .515 .405 
1 to 6 months .165 .197 .120 .143 .131 .170 .099 .138 
7 to 12 months .104 .115 .074 .082 .102 .116 .076 .098 
13 to 18 months .106 .106 .077 .079 .124 .140 .100 .142 
19 to 24 months .057 .052 .037 .033 .086 .084 .063 .072 
25 to 30 months .046 .037 .028 .026 .071 .066 .052 .056 
31 to 42 months .056 .036 .034 .027 .093 .078 .064 .069 
43 to 60 months .027 .010 .018 .008 .030 .019 .030 .020 
Interaction terms with age below 25         
under 25, no voc. training .046 .122 .041 .071 .060 .167 .076 .153 
under 25, no reg. emp. .045 .125 .054 .118 .041 .099 .066 .128 
under 25, up to 12 months regular employment .025 .090 .016 .046 .023 .079 .019 .063 
under 25, more than 12 months regular employment .009 .032 .007 .018 .016 .049 .013 .041 
ALMP participation in the last five years          
Job creation schemes .248 .355 .231 .352 .058 .132 .026 .071 
Private employment subsidy .100 .091 .074 .071 .067 .070 .030 .045 
Short-term training (classroom) .303 .344 .331 .387 .301 .387 .226 .345 
Short-term training (practical) .096 .113 .065 .085 .083 .126 .042 .092 
Start-up subsidy .025 .014 .013 .009 .034 .021 .013 .011 
Number of ALMPs  in last five years         
No programme participation .303 .190 .324 .194 .398 .257 .565 .356 
One .273 .264 .276 .265 .277 .281 .226 .272 
Two .206 .246 .202 .253 .167 .203 .113 .179 
Three or more  .217 .300 .198 .288 .158 .259 .095 .194 
Industry of last contributory job         
No job .105 .130 .179 .159 .139 .148 .338 .247 
Job with missing sector .126 .071 .174 .115 .142 .079 .125 .086 
Agriculture, forestry, fishing, mining, energy and 
water supply .062 .077 .052 .057 .019 .028 .005 .005 
Food and tobacco .008 .007 .015 .012 .015 .014 .021 .019 
Wood, paper, publishing, printing .006 .006 .005 .005 .015 .013 .009 .009 
Chemical industry, engineering, vehicle 
construction .009 .008 .004 .005 .028 .023 .010 .010 
Manufacturing .045 .043 .024 .027 .074 .064 .038 .041 
Construction .166 .127 .026 .023 .098 .082 .008 .009 
Wholesale trade and car sales .024 .018 .015 .014 .049 .038 .026 .025 
Retail trade and hotels/restaurants .047 .030 .108 .077 .069 .051 .114 .114 
Transport and communication .037 .029 .013 .011 .057 .042 .016 .015 
Business services .127 .130 .086 .084 .160 .192 .120 .141 
Public administration, defence, social security 
agencies .049 .078 .065 .101 .028 .064 .020 .035 
Education .050 .070 .057 .077 .023 .039 .024 .045 
Health care, veterinarian and social services .027 .041 .067 .094 .033 .060 .071 .125 
Other services .110 .134 .110 .139 .052 .061 .055 .072 
Note: NP: non-participants, P: participants                 
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Table 2-3 continued: Variable means for men and women in East and West Germany 
 East West 
 Men Women Men Women 
  NP P NP P NP P NP P 
Last occupational status         
Blue-collar worker .333 .339 .209 .199 .503 .555 .240 .288 
Skilled worker / foreman .309 .255 .124 .116 .177 .138 .037 .041 
White-collar worker .094 .076 .196 .196 .112 .079 .176 .201 
Part-time .159 .199 .292 .330 .069 .080 .209 .222 
No job yet .105 .130 .179 .159 .139 .148 .338 .247 
Firm size of last contributory job         
1 to 20 employees .281 .224 .214 .193 .298 .250 .208 .210 
21 to 50 employees .134 .134 .099 .115 .134 .146 .096 .117 
51 to 100 employees .113 .127 .102 .116 .112 .135 .089 .120 
101 to 400 employees .210 .247 .231 .260 .173 .195 .151 .186 
> 400 employees .113 .104 .141 .131 .107 .098 .093 .096 
Missing .045 .034 .034 .026 .038 .029 .025 .024 
No job yet .105 .130 .179 .159 .139 .148 .338 .247 
Last regular monthly real wage (deflated with CPI, 2000=100) 
Zero .031 .018 .049 .031 .051 .030 .075 .053 
>0 to 500 € .046 .048 .055 .050 .046 .056 .065 .074 
>500 to 1000 € .244 .308 .319 .341 .117 .159 .174 .215 
>1000 to 1500 € .362 .354 .309 .346 .230 .288 .187 .237 
>1500 to 2000 € .143 .102 .061 .053 .224 .195 .101 .120 
> 2000 € .070 .039 .028 .020 .194 .124 .060 .055 
Time since end of last contributory job         
1 to 6 months .130 .141 .086 .110 .093 .132 .076 .105 
7 to 12 months .083 .105 .062 .090 .067 .094 .053 .083 
13 to 36 months .299 .341 .246 .288 .323 .344 .240 .313 
37 to 48 months .111 .102 .103 .106 .117 .107 .080 .083 
> 48 months .271 .181 .325 .248 .261 .174 .213 .169 
No job .105 .130 .179 .159 .139 .148 .338 .247 
Average duration of contributory jobs, 01/2000 to 12/2004 
1 to 6 months .258 .289 .176 .198 .235 .292 .161 .221 
7 to 12 months .237 .280 .196 .251 .202 .239 .146 .200 
13 to 18 months .125 .122 .131 .152 .117 .115 .097 .129 
19 to 24 months .038 .033 .032 .033 .052 .042 .039 .042 
25 to 36 months .033 .023 .031 .030 .046 .034 .038 .031 
37 to 60 months .019 .010 .017 .009 .025 .018 .023 .016 
Missing .184 .111 .239 .169 .184 .111 .157 .114 
No job .105 .130 .179 .159 .139 .148 .338 .247 
Number of contributory jobs in last five years         
No job or missing .289 .242 .417 .328 .323 .259 .495 .361 
One .399 .426 .396 .436 .363 .391 .295 .360 
Two .231 .253 .150 .191 .221 .250 .150 .195 
Three or more .081 .079 .037 .045 .093 .100 .060 .085 
Minor employment, 31/01/2005 .085 .044 .146 .078 .101 .051 .143 .079 
Note: NP: non-participants, P: participants         
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Table 2-3 continued: Variable means for men and women in East and West Germany 
 East West 
 Men Women Men Women 
  NP P NP P NP P NP P 
Partner's cum. dur. of unemployment, 01/2000 to 12/2004 
None .100 .084 .099 .086 .178 .132 .065 .035 
1 to 12 months  .078 .071 .083 .076 .125 .126 .080 .057 
13 to 60 months .055 .050 .075 .075 .044 .041 .070 .053 
25 to 30 months  .025 .022 .037 .037 .014 .012 .036 .024 
31 to 36 months  .025 .023 .039 .036 .012 .009 .033 .019 
37 to 42 months  .025 .021 .039 .035 .009 .007 .028 .015 
43 to 60 months  .106 .091 .107 .082 .025 .015 .073 .039 
No partner .588 .640 .521 .573 .592 .657 .614 .759 
Partner's education / training         
No sec. school qualification/no vocational training .044 .032 .044 .033 .101 .082 .082 .048 
Lower sec. school, no vocational training .052 .048 .049 .041 .072 .072 .096 .065 
Lower sec. school, vocational training .055 .054 .097 .093 .027 .025 .067 .052 
Intermediate or upper school leaving certificate, 
vocational training or university degree .116 .101 .127 .119 .027 .023 .034 .022 
No partner .588 .640 .521 .573 .592 .657 .614 .759 
Partner without bak_id - - - - - - - - 
No ieb_konto_id .052 .046 .062 .052 .061 .044 .038 .018 
Missing .094 .079 .100 .089 .120 .098 .069 .036 
Partner unemployed, 31/01/2005 .213 .183 .250 .218 .160 .140 .231 .148 
Regional information         
Local unempl. rate in 01/2005 22.96 22.63 23.03 22.86 13.12 12.57 13.23 12.74 
%age change in local unempl. rate in 01/ 2005 8.34 8.23 8.28 8.13 14.92 14.39 16.59 14.94 
Percentage of LTU in 01/2005 39.97 39.52 40.12 39.87 33.76 32.09 32.83 32.10 
%age change of percentage of LTU in 01/2005 -2.99 -3.09 -2.68 -3.00 -.07 .34 -1.25 -.01 
Vacancy-unemployment ratio in 01/2005 .01 .01 .01 .01 .04 .04 .04 .04 
%age change vacancy-unemployment ratio in 
01/2005 

-
10.95 -9.26 

-
10.53 -9.85 -7.89 -7.87 -9.70 -8.34 

Cities in West Germany (W.G.) with average 
labour market conditions - - - - .180 .156 .186 .173 
Cities in W. G. with above-average labour market 
conditions - - - - .051 .055 .050 .062 
Rural areas in W. G. with average LM conditions - - - - .186 .214 .166 .200 
Rural areas in W. G. with above average LM 
conditions and high seasonal dynamics - - - - .042 .101 .052 .089 
Rural areas in W. G., very favourite LM cond., 
seasonal dynamics and low LTU - - - - .041 .063 .049 .058 
Rural areas in W. G., very favourite LM cond. and 
low LTU - - - - .088 .112 .090 .112 
Urban areas with average labour market cond. .007 .019 .007 .016 .173 .141 .173 .140 
Rural areas with below average LM conditions .082 .129 .085 .120 .035 .036 .035 .039 
Rural areas in East Germany with severe LM 
conditions .297 .366 .311 .359 - - - - 
Rural areas in East Germany with very severe LM 
conditions .166 .148 .179 .172 - - - - 
Looking for part-time job  -  - .070 .046  -  - .229 .176 
Note: NP: non-participants, P: participants         
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Table 2-4: Probit estimates for men and women in East and West Germany 
  East West 
 Men Women Men Women 

 marg. eff. SE 
marg. 
eff. SE marg. eff. SE marg. eff. SE 

Participation probability (in %) .0666   .0703  .0402   .0264   
Reference transitional 
probability (in %) .0886     .1035     .0868     .0280     
Age in years (reference is 15 to 20 years) 
21-24     -.0065   .0050 -.0036   .0057 -.0045   .0040 -.0018   .0018 
25-30     -.0778 *** .0099 -.0889 *** .0109 -.0590 *** .0070 -.0201 *** .0040 
31-35  -.0747 *** .0095 -.0857 *** .0106 -.0589 *** .0070 -.0202 *** .0040 
36-40   -.0738 *** .0095 -.0846 *** .0105 -.0581 *** .0069 -.0194 *** .0039 
41-45       -.0718 *** .0093 -.0848 *** .0105 -.0576 *** .0069 -.0185 *** .0038 
46-50       -.0716 *** .0092 -.0834 *** .0104 -.0591 *** .0070 -.0204 *** .0041 
51-57       -.0734 *** .0094 -.0856 *** .0106 -.0661 *** .0074 -.0226 *** .0044 
58-62       -.0801 *** .0102 -.0933 *** .0115 -.0767 *** .0083 -.0260 *** .0050 
Impairment of health or disabled  -.0068 *** .0020 -.0117 *** .0028 -.0125 *** .0018 -.0046 *** .0012 
Nationality (reference is German) 
German with migration 
background  -.0095 ** .0044 -.0210 *** .0050 -.0081 *** .0025 -.0019   .0014 
Turkish      -.0498 *** .0065 -.0499 *** .0076 -.0412 *** .0041 -.0134 *** .0025 
Former Soviet Union   -.0049   .0057 .0011   .0062 -.0116 *** .0037 -.0088 *** .0021 
Other foreigners  -.0449 *** .0057 -.0356 *** .0059 -.0337 *** .0034 -.0106 *** .0020 
No partner   .0021   .0052 .0079   .0062 -.0058 * .0031 .0157 *** .0035 
Partner, not married  -.0042 * .0025 -.0008   .0028 -.0034   .0025 .0119 *** .0025 
Children (reference is no child) 
One or two children  .0009   .0019 .0129 *** .0024 -.0032 * .0018 .0011   .0009 
Three or more children  -.0057   .0037 .0080 ** .0037 -.0004   .0028 .0003   .0016 
Child under three  -.0027   .0062 -.0424 *** .0086 -.0029   .0048 -.0158 *** .0033 
Vocational education/training (reference is no secondary school qualification/no vocational training) 
Lower secondary school, no 
vocational training  .0058 ** .0029 .0230 *** .0045 .0001   .0017 .0055 *** .0014 
Secondary school, vocational 
training  .0087 *** .0027 .0364 *** .0048 -.0008   .0018 .0072 *** .0016 
Intermediate school leaving 
certificate, no vocational 
training  -.0014   .0037 .0238 *** .0052 -.0031   .0031 .0053 *** .0019 

Interm. school leaving 
certificate, voc. training  .0014   .0025 .0407 *** .0049 -.0060 ** .0026 .0070 *** .0018 
Upper secondary school leaving 
certificate, no voc. training  -.0052   .0073 -.0002   .0102 -.0184 *** .0042 .0056 * .0029 
Upper sec. school leaving 
certificate, voc. training  .0066   .0052 .0405 *** .0079 -.0076 ** .0035 .0054 ** .0023 
Upper sec. school leaving 
certificate, university degree  -.0043   .0049 .0212 *** .0071 -.0207 *** .0039 .0033   .0023 
Cumulated duration of unempl., 
02/2000 to 01/2005 (reference is 0 to 6 months) 
7 to 12 months   .0451 *** .0070 .0453 *** .0070 .0374 *** .0049 .0128 *** .0026 
12 to 18 months   .0553 *** .0076 .0393 *** .0068 .0356 *** .0047 .0164 *** .0031 
19 to 30 months .0480 *** .0071 .0407 *** .0067 .0302 *** .0044 .0173 *** .0033 
31 to 36 months  .0499 *** .0076 .0354 *** .0069 .0291 *** .0047 .0132 *** .0030 
37 to 48 months  .0386 *** .0066 .0262 *** .0060 .0198 *** .0041 .0070 *** .0021 
Out-of-labour force during last 
year -.0084 *** .0018 -.0067 *** .0023 -.0082 *** .0016 -.0032 *** .0010 
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Table 2-4 continued: Probit estimates for men and women in East and West Germany 
  East West 
           Men Women Men Women 
           marg. eff. SE marg. eff. SE marg. eff. SE marg. eff. SE 
Cum. dur. of UI ben. receipt 
02/2000 to 01/2005 

 
(reference is none) 

1 to 6 months   .0033   .0024 -.0014   .0025 .0034   .0022 -.0002   .0013 
7 to 12 months .0086 *** .0027 .0005   .0028 .0063 *** .0023 -.0006   .0013 
13 to 18 months .0122 *** .0033 .0133 *** .0042 .0057 ** .0028 -.0015   .0016 
> 18 months .0164 *** .0041 .0069   .0050 .0065 * .0035 -.0012   .0020 
UI ben. receipt, 31/12/2004  -.0237 *** .0043 -.0164 *** .0048 -.0120 *** .0038 .0029   .0021 
UA ben. receipt, 31/12/2004  .0037   .0027 .0175 *** .0037 .0002   .0021 .0060 *** .0016 
Cumulated dur. of regular 
employment 01/2000 to 12/2004 (reference is none) 
1 to 6 months   .0031   .0028 .0040   .0035 .0110 *** .0039 .0012   .0025 
7 to 12 months   -.0051 * .0030 -.0061   .0040 .0054   .0040 -.0019   .0024 
13 to 18 months  -.0091 *** .0033 -.0121 *** .0043 .0068   .0043 -.0027   .0025 
19 to 24 months  -.0145 *** .0040 -.0248 *** .0055 .0006   .0046 -.0070 *** .0027 
25 to 30 months  -.0220 *** .0046 -.0258 *** .0060 .0002   .0051 -.0093 *** .0029 
31 to 42 months  -.0322 *** .0050 -.0350 *** .0063 -.0051   .0052 -.0103 *** .0030 
43 to 60 months  -.0438 *** .0066 -.0484 *** .0082 -.0191 *** .0059 -.0147 *** .0035 
Interaction terms with age < 25 (reference is under 25, no regular employment) 
< 25, no voc. training  -.0066   .0045 -.0182 *** .0056 .0029   .0041 -.0029   .0021 
< 25, ≤ 12 months reg. emp.  -.0074   .0052 -.0242 *** .0065 -.0115 *** .0045 -.0032   .0023 
< 25, >12 months reg. emp.  -.0061   .0067 -.0337 *** .0079 -.0126 *** .0048 -.0033   .0024 
ALMP participation in last 5 yrs                         
Job creation schemes  .0065 ** .0027 .0099 *** .0038 .0190 *** .0037 .0068 ** .0027 
Private employment subsidy  -.0205 *** .0030 -.0272 *** .0039 -.0153 *** .0026 -.0055 *** .0018 
Short-term training (classroom)  -.0057 *** .0018 -.0061 *** .0021 .0021   .0016 -.0001   .0009 
Short-term training (practical)  -.0069 *** .0024 -.0043   .0032 .0026   .0021 .0030 * .0016 
Start-up subsidy  -.0282 *** .0046 -.0390 *** .0066 -.0315 *** .0037 -.0137 *** .0029 
No. of ALMPs in last 5 years (reference is none) 
One            .0224 *** .0032 .0294 *** .0039 .0264 *** .0029 .0105 *** .0020 
Two               .0384 *** .0047 .0502 *** .0057 .0355 *** .0038 .0166 *** .0030 
Three and more    .0492 *** .0058 .0619 *** .0069 .0548 *** .0052 .0232 *** .0041 
Industry of last contributory job (reference is manufacturing) 
Job with missing sector  -.0059   .0047 -.0171 *** .0062 -.0023   .0041 .0012   .0026 
Agriculture, forestry, fishing, 
mining, energy and water supply  .0039   .0041 -.0183 *** .0059 .0361 *** .0059 -.0041   .0043 
Food and tobacco  .0036   .0084 -.0222 *** .0077 .0024   .0053 -.0035   .0026 
Wood, paper, publishing, 
printing  .0105   .0095 -.0090   .0114 -.0019   .0051 .0002   .0037 
Chemical industry, engineering, 
vehicle construction  .0013   .0077 .0132   .0139 .0005   .0042 -.0016   .0033 
Construction      -.0123 *** .0037 -.0208 *** .0067 .0001   .0030 .0031   .0041 
Wholesale trade and car sales  -.0090 * .0053 -.0047   .0080 -.0052   .0035 -.0028   .0024 
Retail trade & hotels/restaurants  -.0146 *** .0046 -.0271 *** .0059 -.0083 ** .0033 -.0011   .0019 
Transport and communication  -.0057   .0047 -.0159 ** .0080 -.0093 *** .0033 -.0029   .0028 
Business services -.0036   .0037 -.0077   .0056 .0065 ** .0028 .0020   .0019 
Public administration, defence, 
social security agencies  .0262 *** .0053 .0196 *** .0062 .0589 *** .0064 .0114 *** .0035 
Education         .0034   .0044 -.0003   .0059 .0348 *** .0056 .0126 *** .0034 
Health care, veterinarian and 
social services  .0224 *** .0058 .0116 * .0059 .0433 *** .0055 .0142 *** .0030 
Other services    .0105 *** .0040 .0015   .0055 .0168 *** .0038 .0049 ** .0023 
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Table 2-4 continued: Probit estimates for men and women in East and West Germany 
  East West 
                     Men Women Men Women 
                     marg. eff. SE marg. eff. SE marg. eff. SE marg. eff. SE 
Last occupational status (reference is blue-collar worker) 
Skilled worker / foreman  -.0062 *** .0018 .0014   .0029 -.0089 *** .0018 -.0027   .0017 
White-collar worker  -.0072 *** .0027 -.0010   .0027 -.0165 *** .0024 -.0050 *** .0012 
Part-time         -.0048 ** .0021 .0042 * .0024 -.0006   .0024 -.0029 *** .0010 
No job yet        .0177 ** .0077 -.0226 ** .0089 .0164 *** .0063 .0026   .0035 
Firm size of last contributory job (reference is 1 to 20 employees) 
21 to 50 employees  .0025   .0023 .0079 ** .0032 .0081 *** .0021 .0028 ** .0013 
51 to 100 employees  .0034   .0025 .0029   .0031 .0102 *** .0023 .0053 *** .0016 
101 to 400 employees  .0031   .0021 .0006   .0026 .0061 *** .0020 .0037 *** .0013 
> 400 employees   -.0047 * .0026 -.0033   .0030 .0047 * .0024 .0022   .0014 
Missing           -.0018   .0035 -.0072   .0047 -.0024   .0033 -.0004   .0021 
Last regular monthly real wage 
(deflated with CPI, 2000=100) (reference is zero) 
>0 to 500 € .0162 *** .0058 .0093 * .0056 .0227 *** .0047 .0074 *** .0023 
>500 to 1000 € .0289 *** .0052 .0144 *** .0045 .0278 *** .0042 .0077 *** .0020 
>1000 to 1500 € .0218 *** .0048 .0183 *** .0046 .0282 *** .0039 .0075 *** .0019 
>1500 to 2000 € .0143 *** .0049 .0063   .0054 .0168 *** .0035 .0074 *** .0021 
> 2000 € .0039   .0052 -.0001   .0065 .0077 ** .0035 .0018   .0020 
Time since end of last 
contributory job (reference is 1 to 6 months) 
7 to 12 months    .0070 ** .0031 .0030   .0040 .0034   .0028 .0000   .0016 
13 to 36 months   .0105 *** .0026 -.0080 ** .0033 -.0002   .0022 -.0005   .0013 
37 to 48 months   .0008   .0030 -.0125 *** .0039 -.0056 ** .0027 -.0052 *** .0017 
> 48 months       -.0023   .0033 -.0155 *** .0043 -.0123 *** .0033 -.0054 *** .0021 
Average duration of contributory 
jobs, 01/2000 to 12/2004 (reference is 1 to 6 months) 
7 to 12 months    .0102 *** .0025 .0070 ** .0030 .0023   .0021 .0020   .0014 
13 to 18 months   .0087 *** .0032 .0124 *** .0040 -.0035   .0027 .0044 ** .0021 
19 to 24 months   .0177 *** .0053 .0238 *** .0069 -.0033   .0037 .0055 * .0030 
25 to 36 months   .0085   .0056 .0291 *** .0078 -.0056   .0043 .0006   .0029 
37 to 60 months   .0321 *** .0096 .0227 ** .0113 .0016   .0060 .0027   .0041 
Number of contributory jobs in 
last 5 years (reference is none) 
One               -.0005   .0043 -.0057   .0050 -.0094 ** .0047 -.0001   .0031 
Two               .0064   .0052 .0100   .0066 -.0081   .0052 .0000   .0035 
Three or more     .0086   .0061 .0186 ** .0087 -.0080   .0056 .0051   .0042 
Minor employment, 31/01/2005  -.0382 *** .0044 -.0506 *** .0054 -.0376 *** .0037 -.0153 *** .0027 
Partner's cum. dur. of 
unemployment, 01/2000 to 
12/2004 (reference is none) 
1 to 12 months .0089 ** .0045 .0027   .0052 .0099 *** .0033 .0024   .0028 
13 to 24 months    .0106 ** .0050 .0100 * .0056 .0052   .0040 .0032   .0030 
25 to 30 months   .0076   .0060 .0121 * .0066 .0024   .0059 .0017   .0033 
31 to 36 months   .0158 ** .0065 .0049   .0064 -.0053   .0061 .0005   .0034 
37 to 42 months   .0052   .0061 .0069   .0065 -.0009   .0072 -.0004   .0034 
43 to 60 months   .0020   .0048 -.0025   .0055 -.0066   .0050 .0021   .0031 
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Table 2-4 continued: Probit estimates for men and women in East and West Germany 
  East West 
                     Men Women Men Women 
                     marg. eff. SE marg. eff. SE marg. eff. SE marg. eff. SE 
Partner's education/training (reference is no secondary school qualification/no vocational training) 
Lower sec. school, no voc. 
training  .0026   .0046 -.0001   .0056 .0012   .0030 .0001   .0018 
Lower sec. school, voc. training  .0047   .0047 .0011   .0050 -.0044   .0041 .0020   .0020 
Intermediate or upper school 
leaving certificate, voc. training 
or higher education  .0000   .0041 .0002   .0048 -.0035   .0042 -.0014   .0023 
Partner ID is missing  .0036   .0059 -.0127 * .0068 -.0120 *** .0037 -.0070 ** .0033 
Partner ID available but partner 
education is missing  -.0053   .0047 -.0088   .0054 -.0120 *** .0031 -.0067 *** .0024 
Partner unemployed,31/01/2005 -.0027   .0032 -.0046   .0034 -.0053 * .0030 -.0020   .0017 
Proportion of childcare under 3 .0002 *** .0001 .0001 * .0001 .0035 *** .0002 .0005 *** .0001 
Regional variables (district 
level)                         
Local unempl. rate in 01/2005 -.0015 *** .0004 -.0011 ** .0004 .0018 *** .0003 .0015 *** .0002 
%age change in local unempl. 
rate in 01/2005 -.0008 *** .0002 -.0013 *** .0002 -.0010 *** .0001 -.0004 *** .0001 
Percentage of LTU in 01/2005 .0000   .0002 .0004   .0003 -.0009 *** .0001 -.0005 *** .0001 
%age change of percentage of 
LTU in 01/2005 -.0014 *** .0001 -.0024 *** .0002 -.0001   .0001 .0001   .0001 
Vacancy-unemployment ratio in 
01/2005 .4804 *** .1226 .5998 *** .1395 -.0976 *** .0265 -.0135   .0146 
%age change vacancy-
unemployment ratio in 01/2005 .0000   .0000 .0000   .0000 .0001 *** .0000 .0000 * .0000 
Labour market types  (reference is Cities with below average LM conditions, high LTU) 
Cities in West Germany (W.G.) 
with average LM conditions             .0164 *** .0030 .0131 *** .0025 
Cities in W.G. with above-
average LM conditions             .0531 *** .0059 .0267 *** .0048 
Urban areas with average LM 
conditions .1098 *** .0151 .0814 *** .0148 .0288 *** .0034 .0122 *** .0024 
Rural areas in W.G. with 
average LM conditions              .0634 *** .0058 .0304 *** .0049 
Rural areas with below average 
LM conditions  .0489 *** .0053 .0453 *** .0053 .0315 *** .0051 .0157 *** .0036 
Rural areas in East Germany 
with severe LM conditions  .0327 *** .0038 .0240 *** .0035             
Rural areas in East Germany 
with very severe LM conditions  .0106 *** .0039 .0077 * .0042             
Rural areas in W. G. with above 
average LM conditions and high 
seasonal dynamics              .1455 *** .0109 .0455 *** .0072 
Rural areas in W. G., very 
favourite LM cond., seasonal 
dynamics and low LTU              .1020 *** .0095 .0311 *** .0058 
Rural areas in W. G., very 
favourite LM cond. and low 
LTU              .0957 *** .0085 .0374 *** .0062 
Looking for part-time job        -.0095 *** .0034       -.0056 *** .0012 
AIC                  37,642   33,990   38,773   18,552   
BIC                  38,760   35,100   39,980   19,716   
Number of Observations 82,634   71,088   124,080   81,791   
Log of the Likelihood -18,701   -16,874   -19,263   -9,151   
Pseudo R²            .0753   .0666   .0807   .0836   

* p<0.1, ** p<0.05, *** p<0.01 
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Table 2-5: Results: direction of marginal effects of covariate groups 

  East West 
                     Men Women Men Women 
Age  -  -  -  - 
Impairment of health or disabled   -  -  -  - 
German  +  +  +  + 
Partner O O  +  - 
Young children O  - O  - 
Higher education  +/O  +  -/O  + 
Longer unemployment  +  +  +  + 
Out-of labour force  -  -  -  - 
Longer UI ben. receipt  +  +/O  + O 
UI ben. receipt, 31/12/04  -  -  - O 
UA ben. receipt, 31/12/04 O  +  O  + 
Longer reg. employment  -  -  -/O  - 
Number ALMPs  +  +  +  + 
Job creation schemes  +  +  +  + 
Private employment subsidy  -  -  -  - 
Start-up scheme  -  -  -  - 
Last job: larger firm size O/- O  +  + 
Last job: real wage>0, <2,000 €  +  +  +  + 
Minor employment (‘Minijob’)  -  -  -  - 
Longer partner unemployment  +/O  O  +/O  O 
Partner education/training  O  O  O  O 
Partner unemployed  O  O  -  O 
District proportion of child care  +  +  +  + 
District unemployment rate  -  -  +  + 
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Table 2-6: Results of regression decomposition for women (grouped variables) 
Participation probability East   = 7.03%      
Participation probability West   = 2.64%      
Difference               = 4.38pp      
           
Decomposition Base   East West Pooled 
    pp   % pp   % pp   % 
Total explained  2.72  61.96 -2.39  57.89 2.54  54.60 
           
Explained effect due to:           
Age  -1.03  -23.46 -0.28  6.38 -0.82  -18.72 
Interaction terms with age  0.25  5.81 0.00  -0.03 0.24  5.39 
Nationality  0.41  9.43 -0.16  3.72 0.38  8.72 
Single  -0.08  -1.74 0.03  -0.71 -0.20  -4.48 
Children  0.19  4.27 -0.02  0.38 0.12  2.84 
Qualification level  0.68  15.51 -0.12  2.63 0.49  11.22 
Health status  0.01  0.22 -0.03  0.57 0.01  0.18 
Former unemployment  0.23  5.20 -0.01  0.23 0.13  3.02 
Formerly out-of-labour-
force  0.16  3.73 -0.07  1.56 0.19  4.45 
Former benefit receipt  0.33  7.45 -0.10  2.23 0.29  6.55 
Unemployment benefit 
receipt 31/12/2004  0.32  7.21 -0.10  2.29 0.29  6.64 
Former employment  0.29  6.60 -0.21  4.77 0.32  7.23 
Former ALMPs  0.83  19.01 -0.58  13.23 0.92  21.02 
Last job  0.52  11.81 -0.16  3.62 0.47  10.62 
Minor Employment  0.18  4.01 0.05  -1.24 0.17  3.90 
Partner information  0.00  -0.06 0.04  -0.91 0.03  0.59 
Child care facilities  0.23  5.29 -0.78  17.75 0.09  2.08 
Regional information  -0.59  -13.46 0.11  -2.58 -0.42  -9.58 
Looking for part-time job   0.10   2.30 -0.13   3.01 0.13   2.86 
           
pp: percentage points 
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3 A fistful of Euros: Is the German One-Euro-Job workfare 
scheme effective for participants? 

3.1 Introduction 

In many OECD countries, welfare reform was a major policy issue in the 1990s and 

thereafter. The goal of such reforms like the Work Opportunity Reconciliation Act of 1996 in 

the United States was to move welfare recipients into work and reduce their benefit 

dependency. Likewise, the law on Basic Income Support for Job-Seekers, Social Code (SC) 

II, introduced in January 2005 in Germany was a policy change towards activating welfare 

recipients. The reform took place after a decade of rising relative and even absolute poverty in 

Germany.23

The reform introduced a new workfare programme – the so-called ‘One-Euro-Jobs’. They are 

mainly temporary, part-time non-profit-sector jobs. They became the most important active 

labour market policy (ALMP) for welfare recipients with 600,000 to 700,000 new participants 

per year between 2005 und 2008 (Table 1-1). These numbers are substantial, since the 

average annual stock of unemployed welfare recipients ranged from 2.0 to 2.4 million persons 

in this period. 

 

A central goal of One-Euro-Jobs is to improve employability and in turn employment 

prospects of welfare recipients with severe difficulties in finding a job. So far, little is known 

about the impacts of workfare schemes, where participants work for their benefit and not for a 

regular wage. Due to their design, One-Euro-Jobs may primarily achieve that participants get 

used to regular work schedules and become more motivated to search for regular work.24

                                                 
23 Förster and Mira d’Ercole (2008) estimated a poverty rate of 11 % in 2004 for Germany, which was 3.4 
percentage points above its 1995 level. Households with less than 50 % of the median equivalised disposable 
income were classified as poor. Germany is the only of 13 OECD countries analysed, where the absolute poverty 
rate rose during this period. 

 We, 

24 Furthermore, participants can be trained on the job and receive formal training. Nevertheless, the relatively 
short participation periods and the large number of participants imply that employers of One-Euro-Job 
participants cannot profit much from an investment in their skills. After participation their (mainly non-profit-
sector) employers cannot hire many of them to fill regular vacancies. Some formal training can be part of One-
Euro-Job participation. However, not much is known about its contents. 
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therefore, investigate whether participation raises the participants’ prospects of being 

regularly employed and of not receiving welfare benefit. We analyse the effects for different 

participant groups according to age, employment history and qualification in order to clarify 

whether the programme works better for those participants who are very hard to place.25

We study a period just after the introduction of the welfare reform and estimate programme 

impacts with propensity score matching using a sample of participants and non-participants 

from a very rich administrative data base. 

 

3.2 The welfare reform and the need for research on One-Euro-Jobs  

In the last decades, OECD countries carried out a number of structural reforms in product and 

labour markets (OECD, 2009). Some of them aimed at moving welfare recipients into 

employment. In Germany, a sequence of labour market and social policy reforms took effect 

between 2002 and 2005. The final reform in January 2005 introduced the Basic Income 

Support for Job-Seekers (SC II), merging the former unemployment assistance (UA) and 

social assistance (SA) benefits to the ‘unemployment benefit II’ (UB II). It introduced a 

system of mutual obligation, where needy job-seekers are obliged to search actively for jobs 

and to reduce their benefit dependency, while the public employment service (PES) assists 

them towards employment with various ALMPs, which they partly had not been entitled to 

before. In sharp contrast to the former system, the new one highly emphasises that all 

members of needy households should be activated, provided they are capable of working. The 

reform widened the group of persons subject to activation policies: Former SA recipients had 

not been necessarily registered at the PES, but at welfare offices of municipalities. Similarly, 

household members of UA recipients did not have to be in touch with the PES.  

                                                 
25 Results for different groups of participants according to their nationality and the regional unemployment rate 
are not displayed here, but are regarded in the discussion paper version of the article (Hohmeyer and Wolff, 
2007). 
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Neither for Europe nor for the United States nor for Australia is there sufficient evidence on 

impacts of activation policies and workfare on the labour market performance of welfare 

recipients (Ellwood and Welty, 2000; Fromm and Sproß, 2008; Konle-Seidl, 2008; 

Michalopoulos, 2004; Walker, 1991). Some European countries provide ALMPs for welfare 

recipients, but few programme evaluations exist (Fromm and Sproß, 2008). Despite the high 

number of participants in the former German workfare programme ‘Help Towards Work’ 

(Hilfe zur Arbeit) for SA recipients, there are no studies on its labour market impacts. There is 

evidence on effects of the New Deal in Great Britain. However, this programme is designed 

for young or long-term unemployed persons and not for welfare recipients in general. 

Evidence for the Australian Work for the Dole scheme, which mainly focuses on young 

unemployed persons, is scarce. 

Even for the United States, there is insufficient research on impacts of welfare-to-work 

programmes in general and workfare programmes in particular. Ellwood & Welty (2000, p. 

363) discussed impacts of workfare programmes for welfare recipients and concluded “More 

research really is needed. Public works programmes come and go with a vigorous intensity. 

Yet for all policy upheavals, to be left with so few studies on which to base conclusions 

regarding displacement, the value of output, and similar questions is almost scandalous.“ 

Though this statement might be regarded as somewhat strong, the authors have a legitimate 

point in that such programmes come and go and differ a lot in their design and 

implementation. Even since 2000, evidence on impacts of workfare schemes has remained 

scarce. An additional reason for this might be that pure workfare programmes are rare: 

programmes often combine workfare with different policies like job search assistance (Konle-

Seidl, 2008; Michalopoulos, 2004; Walker, 1991). 

In the United States, the design and implementation of workfare schemes is largely left to the 

states. The German One-Euro-Job scheme instead was implemented nationwide at a large 

scale. Hence, the German experience can provide major insights on how such a policy affects 
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different participant groups. So far, knowledge on its short-term effects of up to twelve 

months after programme start is available for a small participant sample (Huber et al., 2009; 

Thomsen and Walter, 2010). Moreover, Wolff et al. (2010) analysed employment impacts of 

One-Euro-Jobs only for participants younger than 25 years. We, therefore, analyse a large 

participant sample to study heterogeneous impacts of One-Euro-Jobs on the participants’ 

labour market performance in the medium term.  

Participation in One-Euro-Jobs should improve the employability, for example, by providing 

participants with tasks and daily routine, thus raising their employment prospects. The jobs 

created by the scheme are supposed to be of public interest and additional to the current job 

market.26

One-Euro-Jobs differ remarkably from traditional German JCSs. First, One-Euro-Job 

participants receive no regular wage, but their welfare benefit plus one to two Euros per hour 

 At first sight, the programme resembles traditional job creation schemes (JCSs) for 

unemployment insurance (UI) and UA benefit recipients, which was one of the most widely-

used ALMPs in 2000. Substantial evidence on its net impact on participants is available 

(Caliendo, 2006; Caliendo et al., 2008a, b; Stephan and Pahnke, 2008; Wunsch and Lechner, 

2008). Caliendo et al. (2008a, b) find for participants at the start of this millennium that JCSs 

improve prospects of working in regular jobs about three years after programme start for 

some specific participant groups like long-term unemployed persons, highly qualified West 

German men and West German women, particularly those who are older than 50 years 

(Caliendo, 2006; Caliendo et al., 2008a, b). For most participant groups, though, they find 

employment effects to be negative in the short term and still negative or zero in the longer 

term. Generally, the results imply strong lock-in effects of JCS participation given that 

participation lasts about one year. 

                                                 
26 According to population statistics available since 2007, One-Euro-Jobs are concentrated in a number of 
sectors: improvement of infrastructure, environmental protection, landscape conservation and social services 
including health care, care for the elderly, day care for children (Table 2-1). From 2007 to 2009 roughly three 
quarters of the inflow into One-Euro-Jobs was concentrated in these sectors (Source: Department of Statistics of 
the Federal Employment Agency). 
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worked to cover additional costs of working. This implies a higher incentive to leave the 

scheme for regular work. Second, One-Euro-Jobs are restricted to welfare recipients with 

more difficulties in finding jobs than UI recipients, who were the main participant group of 

JCSs. Third, even though the law on work opportunities (Art. 16d SC II) neither regulates 

working time nor the duration of participation, in practice most One-Euro-Jobs are part-time 

and often limited to participation periods of six months or less (Wolff and Hohmeyer, 2006). 

Also, this contrasts with traditional JCSs where participation is rather full-time and tends to 

last for longer time periods. Hence, One-Euro-Jobs leave participants more room to actively 

search for regular jobs than JCSs. 

Results of international studies on the effects of direct job creation programmes (Bolvig et al., 

2003; Calmfors et al., 2002; Gerfin and Lechner, 2002; Martin and Grubb, 2001; Ochel, 2004; 

Sianesi, 2008) agree with the findings of Caliendo et al. (2008a, b). The schemes have only 

small impacts on the participants’ employment prospects and effects vary for different 

participant groups. Due to such results, we could expect adverse impacts of One-Euro-Jobs on 

the participants’ labour market performance as the jobs have to be additional and of public 

interest, like direct job creation programmes in general (Gerfin and Lechner, 2002; Ochel, 

2004) and are of little value for potential employers. Nevertheless, positive impacts may also 

be expected, if we consider that JCSs enhanced employment prospects for long-term 

unemployed participants, who are similar to welfare recipients (Caliendo, 2006). 

From previous evaluation results, thus, we cannot infer much on the effects of One-Euro-Jobs. 

Moreover, because they are short and part-time, they improve a welfare recipient’s income 

only marginally, thus hardly providing a disincentive to take up regular jobs. That implies 

small lock-in effects so that potential beneficial employment effects could emerge early after 

participation ends. For these reasons and their quantitative importance, more knowledge about 

the impact of One-Euro-Jobs on individual employment prospects is needed. 
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3.3 Theoretical background  

ALMPs affect the participants’ performance through a number of channels (Calmfors, 1994). 

They may raise the participants’ job search effectiveness by signalling to employers their 

willingness to work and by adjusting their skills to requirements of available vacancies. One-

Euro-Jobs could achieve results through on-the-job training and by the work experience itself, 

which may aid the long-term non-employed, who may no longer be used to regular work 

schedules. 

Next, mandatory ALMPs could provide incentives to search for regular jobs and thus raise the 

search effort of participants and sometimes reduce their reservation wages. One-Euro-Jobs in 

particular may reduce the value of benefit receipt due to a loss of leisure and by making it 

harder to work in the shadow economy. Altogether, One-Euro-Job participation might 

increase welfare recipients’ probability of getting a job offer and their job duration when they 

start to work. For some welfare recipients with relatively high earnings potential and job 

finding prospects, participation may be quite inconvenient, implying stronger search effort 

and reduced reservation wages and hence increased exit from welfare to work, both without 

and even more so with participation. But by accepting lower paid jobs than comparable non-

participants, their households may remain closer to the welfare threshold. 

There are other potential adverse ALMP effects, like lock-in effects: Job search effort is 

reduced during participation because participants have less time for job search compared with 

unemployed persons and derive additional utility from higher benefits or social integration. 

Moreover, the programme itself could stigmatise participants. This is likely for One-Euro-

Jobs that should target persons with specific difficulties to find a job. One-Euro-Jobs should 

be additional to regular employment. Thus, the work experience may be of little value to 

private sector employers. 

Altogether, the actual effect of One-Euro-Jobs on participants’ labour market performance is 

ambiguous a priori. It has to be quantified by econometric research. We expect the effects to 
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vary among different participant groups. If participation contributes to a person’s acquirement 

of basic skills needed to take up regular jobs, then beneficial programme effects should 

outweigh the adverse ones for persons with little labour market experience or without recent 

attachment to the labour market. 

Creaming may be one reason for weak or no beneficial effects of participation. Creaming 

implies that case managers select persons with relatively good prospects of finding a job into 

the programme. Their employability can hardly be improved by One-Euro-Jobs.27

3.4 Methods, data and implementation 

 For young 

unemployed persons, there is another reason why the policy could be ineffective. Welfare 

recipients younger than 25 years are supposed to be placed to work, training or work 

opportunities immediately (Art. 3 (2) SC II). The consequence is a high concentration of the 

programme on young welfare recipients. This may imply that very frequently young welfare 

recipients, who without treatment would easily find jobs or start vocational or other training, 

have to participate. Therefore, an adverse participation effect for this target group is possible. 

Nevertheless, the programme may still raise their search efforts even without participation 

due to the threat of high benefit sanctions, if they refuse to participate. 

3.4.1 Methods 

We are interested in the effect of One-Euro-Job participation on different outcomes of the 

participants compared to non-participation in a given period of time. In this section we 

discuss the chosen statistical matching approach to estimate the effects and its underlying 

assumptions. 

The effect of One-Euro-Job participation at time t  after starting a One-Euro-Job has a simple 

definition in the framework of potential outcomes by Roy (1951) and Rubin (1974): For a 

                                                 
27 Hohmeyer and Kopf (2009) show that the programme does not target specific hard to place groups of 
unemployed people, either due to creaming or the use as a work-test. 
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single participant i , it is the difference between her potential outcome value when 

participating, )1(,tiY , and her potential outcome value had she not participated in One-Euro-

Jobs, )0(,tiY . The treatment effect on the treated or expected impact of One-Euro-Job 

participation on participants for this outcome is thus defined as: 

]1)0()1([ ,,, =−= itititATT DYYEτ ]1)0([]1)1([ ,, =−== itiiti DYEDYE   (1)  

where 0=t  is the time of programme start, 1=iD  represents a person in the participant 

group, while 0=iD  will define a non-participant. For the entire group of participants, we 

could estimate the impact on a status of “regular employment” as the difference between their 

employment rate when participating and their employment rate when not participating. Of 

course, we never observe the employment state when not participating )0(,tiY  for a One-

Euro-Job participant after participation started. I.e., we face the fundamental evaluation 

problem.28

If we had experimental data, we could estimate the effect of equation (1) by subtracting the 

average outcome of the participant group from the average outcome of the non-participant 

group, as the assignment to the programme is random. With non-random selection, 

participants may differ systematically from non-participants. E.g., if participants live more 

frequently than eligible non-participants in low unemployment regions, the expected value of 

  

)0(iY  of participants will quite likely exceed the corresponding expected value of non-

participants. That would imply an upward biased estimate of the effect, if we simply compare 

the average observed outcomes of the participant and non-participant group in equation (1). 

Matching estimators attempt to resolve the problem of selection on observables. In the 

simplest case, each One-Euro-Job participant is matched to one non-participant with identical 

values of the outcome’s determinants, iX . iX  is a vector of covariates at values prior to One-

                                                 
28 For simplicity, we drop the subscript t  in the remainder of the discussion. 
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Euro-Job participation. If iX  contains all major determinants of participating, in such a 

matched pair one person was treated only by chance whereas the other was not. For such 

matched pairs, the difference between the observed average outcome of participants and of 

matched non-participants can provide a consistent estimator of the Average Treatment effect 

on the Treated (ATT). 

One can find the matched pairs by exact matching with respect to iX . However, this is hardly 

feasible, if iX  consists of a large number of different variables. Propensity score matching is 

an alternative approach to select matched pairs (Caliendo and Kopeinig, 2008; Sianesi, 2004). 

It chooses matched pairs of One-Euro-Job participants and non-participants who are similar 

with respect to a one-dimensional propensity score, ( )iXP , usually the probability of 

participating in the programme. The participation equation can be estimated by logit or probit 

models. We define the propensity score according to Rosenbaum & Rubin (1983) as: 

]1[]1[)( iiiii XDEXDPXP ====       (2). 

Some conditions have to hold for identifying the treatment effect using propensity score 

matching: According to the condition of balancing of pre-treatment variables given the 

propensity score ( )( iii XPXD ⊥ ), observations with the same propensity score have the 

same distribution of observables. It implies that treatment is random, given pre-treatment 

characteristics, and treatments and (non-participant) control units on average do not differ 

with regard to pre-treatment characteristics. Next, the assumptions of unconfoundedness (

iiii XDYY ⊥)0(),1( ) and of unconfoundedness given the propensity score (

)()0(),1( iiii XPDYY ⊥ ) have to hold. They state that potential outcomes in case of treatment 

and non-treatment are independent from actual assignment to treatment given the propensity 

score. We need only the weak version )()0( iii XPDY ⊥ . I.e., the outcome without treatment 

does not differ systematically between a treated and a non-treated person with the same 
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propensity score. Any remaining difference is then random, such that the expectation of this 

outcome is the same in our application for One-Euro-Job participants and matched non-

participants 

 )](,0|)0([)](,1|)0([ iiiiii XPDYEXPDYE === . The average treatment effect on 

the group of treated individuals can then be defined as 

{ }1|)](,0|)0([)](,1|)1([ ==−== iiiiiiiATT DXPDYEXPDYEEτ    (3). 

In the case of one matched control per participant, for example, it could be consistently 

estimated by the difference between the average outcome for One-Euro-Job participants and 

the average outcome of matched non-participants. 

To implement the matching procedure, the ‘common support’ assumption has to hold: 

1)1(0 <=< ii XDP           (4). 

In other words, there should be no individuals, whose probability of treatment is either 0 or 1, 

given their observable characteristics. E.g., if all unskilled welfare recipients participate in 

One-Euro-Jobs, while all skilled welfare recipients never participate, there is no common 

support, and we cannot find matched pairs of participants and non-participants with the same 

skills. Additionally, the distributions of (expected) participation probabilities of participants 

)1,|1( == iii DXDP  and of non-participants )0,|1( == iii DXDP  have to overlap (Frölich, 

2004). If, for example, (estimated) participation probabilities of participants take on values in 

the interval ]0,0.7] and of non-participants in the interval ]0,0.4], the distributions do not 

overlap. Hence, we could not find matched controls for participants with a participation 

probability above 0.4. 

Finally, the ‘stable unit treatment value assumption’ has to be made: An individual's potential 

outcome only depends on his own participation and not on the treatment status of others. It 

implies that neither general equilibrium nor cross-person effects exist. There is reason to 

question this assumption, because a large number of individuals are treated by One-Euro-
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Jobs. E.g., if treatment leads to vacancies being filled more quickly by (many) previous One-

Euro-Job participants, the job search process and employment outcomes of the non-treated 

might be affected by the treatment status of others. The non-participants might more slowly 

find jobs if vacancies are fixed at least in the short run and more vacancies are filled by One-

Euro-Job participants who completed their programme participation. 

We use nearest neighbour and radius matching as propensity score matching algorithms. The 

estimator is defined as  

∑ ∑
∈ ∈





 ⋅−=

treatedi controlsj
jiji

treated
ATT YwY

N
)0()1(1τ      (5) 

where treatedN  is the number of One-Euro-Job participants. ijw  is a weight defined as 

controlsi
ij N

w
,

1
=         (6). 

controlsiN ,  is the number of controls matched to the i th treated person. The quantity in square 

brackets in (5) is hence the difference between the observed outcome of a single participant 

and the average value of the outcome of the selected matched controls for this person. Its 

average over all matched pairs defines the matching estimator of the ATT. For nearest 

neighbour matching, the number of comparison persons per participant is fixed. E.g., for each 

One-Euro-Job participant we choose five non-participants who are neighbours as their 

propensity score differs less from that of the treated individual than those of all other non-

participants. In the case of radius matching, all non-participant group individuals whose 

propensity score does not differ in absolute terms from the score of a participant by more than 

a given small distance (caliper) are chosen as her matched controls. Therefore, the number of 

matched controls varies over participants. For the analytical standard errors of these 

estimators see Becker and Ichino (2002).29

                                                 
29 The matching procedure is based on estimated propensity scores, so that computing bootstrapped standard 
errors for the effects would be adequate. However, Abadie and Imbens (2008) showed that for nearest neighbour 
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3.4.2 Data and implementation 

For the unconfoundedness assumption to hold, it is crucial to have rich data in terms of 

information on individual characteristics and in particular on their programme participations 

and other labour market outcomes (Heckman et al., 1998). We use particularly rich 

administrative data from the German Federal Employment Agency containing such 

information. The specific data sources are displayed in Table 3-1. 

Our treatment group is the total inflow into One-Euro-Jobs from February to April 2005 of 

UB II recipients, who were registered as unemployed on 31st January 2005. We only consider 

persons aged 15 to 62 years, since older UB II recipients nearly never enter One-Euro-Jobs 

and we want to exclude those persons who might retire during our observations window. The 

potential controls stem from a 20 % random sample of UB II recipients, who were 

unemployed on 31st January 2005 and who did not start a One-Euro-Job from February to 

April 2005.30

Rich information on the characteristics of participants and non-participants is required by the 

matching approach to balance the selectivity of programme assignment and to justify the 

unconfoundedness assumption. We use information on sociodemographic characteristics such 

as family status, education, migration background and health status. The labour market 

history is covered by information on, e.g., periods of (non-) employment, previous ALMP 

participation and characteristics of the last job. In contrast to most evaluation studies, we have 

such information not only for the persons in our sample, but also for their household 

members. The PES has collected detailed information on all members of a means-tested 

household only since the benefit reform of 2005. Partner characteristics are relevant for 

 

                                                                                                                                                         
matching with a small number of neighbours, standard errors from bootstrapping may overestimate or 
underestimate the asymptotic standard errors. Therefore, we rely on analytical standard errors. 
30 By definition, control individuals did not start a programme during this period. To each control individual, we 
assigned a programme start randomly drawn from the distribution of programme starts of the treatment group 
over these months. If control or treatment group members exited from unemployment (e.g. due to some other 
programme participation) between 31st January 2005 and their (assigned or true) programme start, they were 
dismissed from our samples. 
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employment decisions and also for benefit outcomes of an individual. A welfare recipient 

with a high skilled partner is much more likely to leave welfare, when the partner finds a job, 

than a welfare recipient with a low skilled partner. Furthermore, we included regional labour 

market variables as determinants of the propensity score: a classification of the labour market 

situation (Rüb and Werner, 2008) and information at the district level such as the 

unemployment rate, share of long-term unemployment and the vacancy-unemployment-ratio 

in January 2005. 

For each analysed group, we estimated one probit model of the probability to participate in 

One-Euro-Jobs using the sets of covariates described above. Including these characteristics 

should make it likely that the outcomes of treated and controls differ only due to treatment, 

given the propensity scores and that the unconfoundedness condition holds. The covariate sets 

differ somewhat over subgroups, e.g., because in probit specifications of some subgroups 

coefficients of specific covariates were highly insignificant, such that we deleted them from 

the models. In Table 3-2, we present the coefficients of the four probit models for East and 

West German men and women.31

We estimate effects of One-Euro-Job participation on two outcomes at different points in time 

after programme start. The outcome ‘regular employment’ – an individual’s probability to 

work in an unsubsidised contributory job – was available for up to 20 months after 

programme start. The second outcome ‘No UB II receipt’ indicates whether a sample 

member’s household receives UB II for up to 24 months after programme start. No receipt of 

UB II might imply that a welfare recipient’s household achieves sufficient earnings or other 

non-transfer income and no longer passes the means-test. However, it might just imply that 

the welfare recipient’s household no longer applied for benefits, for example, because of 

leaving Germany or moving to a household with sufficient non-transfer income. 

  

                                                 
31 Results for additional subgroups are available on request. 
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We present results for the estimated ATT for men and women in East and West Germany and 

for further subgroups to reveal variation of the effectiveness of One-Euro-Job participation 

between different groups. We regard four different age groups (15–24, 25–35, 36–50 and 51–

62 years) and three occupational qualification groups (no qualification, 

apprenticeship/vocational training and higher qualification). Next, we stratify persons by the 

end of their last regular contributory employment, specifically in 2004, between 2001 and 

2003, between 1992 and 2000, before 1992 or who have never been employed. The sizes of 

all sub-samples are presented in Table 3-3. 

 

3.5 Results 

3.5.1 Overlap, match quality, sensitivity analysis 

Overlap 

Figures 3-1 and 3-2 display the distributions of the estimated propensity scores for men and 

women in East and West Germany. The figures show that the propensity score distribution of 

One-Euro-Job participants is relatively similar to the one of potential controls, even though 

potential control individuals are more frequently characterised by low propensity score 

values. Yet, the propensity score distributions of treated and potential controls overlap, i.e., 

they demonstrate that we can find for each participant’s propensity score non-participants 

with a similar score, which is crucial for our analysis. 

 

Sensitivity to matching algorithms32

As a robustness check, we applied different matching algorithms to estimate the ATT for each 

subgroup. We chose nearest neighbour one-to-one matching with and without replacement 

 

                                                 
32 To check sensitivity of results to a potential bias, we calculated Rosenbaum Bounds (Becker and Caliendo, 
2007). Due to limited space, results are not displayed here but available on request. 
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and nearest neighbour matching with replacement using five neighbours. For each subgroup, 

we did so both without a caliper and with two subgroup specific calipers. We also estimated 

the ATT with radius caliper matching choosing two subgroup specific calipers. Our results are 

quite stable regardless of the method used. Therefore, we present results based on one 

algorithm, nearest neighbour matching with five neighbours and with replacement.  

 

Balancing 

As we do not condition on all covariates, but only on the propensity score, we have to check 

the balancing of the relevant variables. The standardised absolute bias measures the distance 

in the marginal distribution of a covariate and is defined as a difference between the sample 

means of participants and controls as a percentage of the square root of the average sample 

variance of the participant and control sample (Caliendo and Kopeinig, 2008, p. 48). Its 

average over the whole set of covariates in X  is displayed in Table 3-4. Before matching, the 

biases for the four broad groups of men and women in East and West Germany range from 

seven to eleven percent and for the smaller subgroups from about seven up to 17 %. After 

matching, the bias does not exceed 0.5 % for the four broad samples and decreases for the 

subgroups to values between 0.4 % and 2.2 %. 

Moreover, we carried out t-tests for each covariate in X  on the hypothesis that there is no 

difference in means between treated and controls after matching. The results are available on 

request and demonstrate that no significant differences remain for all analysed groups after 

matching. 

3.5.2 Overall effects 

Figure 3-3, Table 3-5 and Table 3-6 present our results of the estimated ATT or net impact of 

One-Euro-Jobs. The ATT for the employment outcome is the difference between the average 

regular employment rate of participants and the average regular employment rate of their 
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matched (comparable) non-participants at different points in time. Similarly, for the outcome 

no receipt of UB II it is the difference between the share of participants and the share of 

matched non-participants who do not receive the welfare benefit. 

Concerning the ATTs of One-Euro-Jobs for men and women in East and West Germany for 

the outcomes regular employment and no receipt of UB II, there are three major results to 

mention. First, there are lock-in effects during the first months after programme start, when 

most of the treated still participate in One-Euro-Jobs (Figure 3-3). The employment effect 

becomes negative and reaches a magnitude of two to four percentage points below zero. 

Second, the employment effects tend to increase after about six months as more and more 

participations are completed. For men, they are close to zero at the end of our observation 

window of 20 months after programme start and for women they even become (significantly) 

positive with an impact of just one percentage point for East Germans and 2.7 percentage 

points for West Germans (Table 3-5). The effect for West German women is remarkable, 

given that 20 months after programme start only 16.9 % of the matched controls are regularly 

employed (Table 3-7). Third, the estimated impacts on ‘no UB II receipt’ similarly imply 

lock-in effects. Even at the end of the observation window, the impacts are still negative and 

not zero or positive as the employment effects. One reason for this might be that One-Euro-

Job participation lowered reservation wages of the treated. Hence, they accept lower wage 

offers more often and therefore more frequently do not achieve sufficient earnings to escape 

from welfare than matched controls who find jobs. But there could be many other 

explanations: for example, One-Euro-Job treatment might cause participants to postpone 

retirement and to move into households of other family members with sufficient earnings. 

3.5.3 Effects for specific participant groups  

One-Euro-Jobs are considered to be a programme of last resort improving very basic skills. 

Hence, it is straightforward to ask whether participation is more effective for specific groups 
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of welfare recipients like very long-term non-employed persons with lower re-employment 

chances than others. Moreover, a second question is whether it is quite ineffective for young 

welfare recipients who are highly targeted by the programme: About 10 % of unemployed 

welfare recipients are persons aged younger than 25 years, but at the same time they represent 

nearly one quarter of programme inflow in 2005. Such frequent allocation into One-Euro-Jobs 

makes it likely that for many of them there was no scope of raising their employment chances 

by this treatment. 

Indeed, our estimation results imply that the programme is ineffective for participants 

younger than 25 years (Table 3-5). For them, lock-in effects are stronger than for other age 

groups and 20 months after programme start the treatment effects tend to be negative, though 

they are not well-determined. In qualitative terms, these results are similar to those of Borland 

and Tseng (2004) on net impacts of the Australian Work for the Dole Scheme for New Start 

Allowance recipients aged 18 to 24 years. Their findings imply a reduction of exits from 

benefit payments in the first 3 and 6 months after entering the programme and do not point to 

any long-term gains of participation. 

We find more promising treatment effects for other age groups. First of all, for West German 

women of the age groups 25 to 35, 36 to 50 and 51 to 62 years the estimated ATT on the 

employment rate is always positive and well-determined 20 months after programme start. At 

that point in time, the employment effects are significant also for East German women and 

West German men aged 36 to 50 and 51 to 62 years and range from 1.1 to 1.5 percentage 

points. The impacts for the oldest group, which is also the one with the lowest re-employment 

chances, are also positive, but not generally higher than for other age-groups. 

We would expect that One-Euro-Job participation is more beneficial to unskilled than to 

skilled participants in terms of accumulating basic skills and raising their employability. Yet, 

the estimated effects for three different occupational qualification levels are not generally in 

line with this hypothesis (Table 3-5). 
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Persons jobless for extended periods are no longer used to regular work schedules and are 

presumably also no longer motivated to search for jobs (discouraged workers). For such 

persons, One-Euro-Job participation should be quite effective. By distinguishing between four 

groups according to the year in which they lost their last unsubsidised contributory job, we 

find evidence supporting this hypothesis. For men and women in East and West Germany, 

who were employed in 2004, the participation leads to adverse employment effects even 20 

months after programme start. These impacts are significant for men, whose employment rate 

is reduced by about three percentage points. Treatment in contrast is rather effective for West 

German participants, who lost their last job between 2001 and 2003. We also find positive 

and frequently well-determined employment effects 20 months after programme start for 

participants, who lost their last job between 1992 and 2000 and before 1992 or who never had 

such a job (Table 3-5). 

For none of the different socio-demographic groups, we find that One-Euro-Job participation 

contributes to avoiding UB II receipt. The estimated ATTs are rather negative for nearly all of 

them, even two years after programme start (Table 3-6). Thus, an employment success of 

participation for some of these groups does not translate into success in terms of avoiding 

welfare receipt during our observation window.  

3.6 Summary and conclusions 

Activating unemployed persons and also welfare recipients has been a major issue of recent 

reforms in several OECD countries. Germany introduced a workfare programme, One-Euro-

Jobs, in 2005 as a part of such a reform. There is little evidence on workfare schemes bringing 

welfare recipients into regular jobs. We estimated effects of One-Euro-Job participation on 

the regular employment rate and the rate of no UB II (welfare benefit) receipt for different 

participant groups by propensity score matching to assess the programme’s effectiveness. We 

could condition the One-Euro-Job participation probabilities on detailed information on the 
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persons in the sample and on their household members. This makes the assumption of 

unconfoundedness of the matching estimator plausible. 

Our results suggest the following. First, regarding employment probabilities in the short term, 

we find lock-in effects of programme participation. But these are quite small compared with 

earlier results on German JCSs. Caliendo et al. (2008a) find the regular employment rate to be 

reduced by up to 10 percentage points for East Germans and 20 percentage points for West 

Germans during the first six to eight months after programme start. In our study, we found 

lock-in effects for One-Euro-Job treatment of just two to four percentage points instead. One 

likely reason for this difference is that One-Euro-Jobs provide few incentives to stay in the 

programme; participants receive no wage but their welfare benefit and one to two Euros per 

hour worked. Moreover, compared with JCS participation, One-Euro-Job participation tends 

to be shorter and more frequently part-time, so that participants can dedicate more time to job 

search. Finally, in contrast to JCSs that were studied in the literature, One-Euro-Jobs are more 

restricted to hard-to-place unemployed persons, with a considerable potential for improving 

their employability. 

Second, regarding our broad samples, participation at some point after programme start raises 

the employment rate for women and in particular West German women. These positive 

effects are small compared with similar results on private sector wage subsidies and within-

company training in Germany (Bernhard et al., 2008; Wolff and Jozwiak, 2007). However, 

this is what might be expected considering the particular group of participants and the design 

of One-Euro-Jobs as additional jobs of public interest. 

Third, the programme is ineffective with respect to avoiding welfare receipt. One potential 

reason for this is that One-Euro-Job participants frequently reduce their reservation wage and 

thus find lower paid jobs than comparable non-participants, such that they more frequently 

still receive some welfare benefit. Moreover, non-participants may also more frequently take 
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other routes out of UB II receipt like retirement or moving back to a parental household with 

sufficient income. 

Fourth, there are some groups of participants for which One-Euro-Jobs are quite effective, 

while for others participation is rather ineffective: Adverse effects on the employment rate 

dominate for participants younger than 25 years. They are presumably too highly targeted by 

the programme, such that many young persons with good chances of getting a job receive 

treatment. For other age groups, with the exception of East German men, participation raises 

employment prospects in the medium term. Similarly, participation reduces the employment 

rate of participants last employed in the year prior to participation, while the opposite tends to 

hold for participants, who lost their job earlier or who had never been regularly employed. 

This is in line with our hypothesis that One-Euro-Jobs are effective for those unemployed 

with particularly low employment chances, as they help the participants to learn the basic 

preconditions for work. Yet, other results concerning this hypothesis (e.g., according to the 

qualification of participants) are rather mixed. 

The policy implications are less clear. The programme is effective for West German women 

and for some participant groups with low employment chances, such as those who were not 

recently employed. It is rather ineffective for the highly targeted young unemployed. Given 

the results, the overall programme impact could perhaps be improved by targeting more on 

those groups, whose employment chances are at least somewhat improved after completing 

their participation. 

There are further potential effects, which we did not investigate. As the programme also 

serves as a work test, the adverse effects for some participant groups may be due to a threat 

effect already raising the job search efforts without participation. This may be the case for the 

under 25-year-olds with relatively good prospects of finding jobs. Moreover, we cannot make 

statements about the impact of the programme on the aggregate labour market. For example, 

the regular employment rate may be reduced, if One-Euro-Jobs crowd out regular jobs. Next, 
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even if the programme raises the employment prospects of participants, it may just reshuffle 

the queue of job-seekers and thus reduce the probability to find regular jobs of non-

participants, leading to no net employment increase in the economy. Such open questions and 

the long-term impacts of the programme on labour market outcomes of participants including 

earnings, as well as a direct comparison to alternative activation strategies should be 

addressed in future research. 
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3.7 Tables and Figures 

Table 3-1: Data sources 

Data sources Attributes: Information about… 
Integrated Employment 
Biographies (IEB) 

Employment and unemployment history, daily earnings, 
occupation, education and ALMP history 

Job-seeker data base 
(BewA) 

Family status, children, migration background, health status 

Unemployment Benefit 
II Receipt History 
(LHG) 

Household members and their characteristics, outcome 
‘Unemployment benefit II receipt’ 

Regional Statistics of 
the Department of 
Statistics of the Federal 
Employment Agency 

Regional labour market characteristics (district level) 

‘Verbleibsnachweise’ Outcome ‘contributory employment’ 
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Table 3-2: Probit coefficients of One-Euro-Job participation equation 
    East Germany West Germany 
    Men Women Men Women 
Age in years (reference is 15-19) 
  21-24 -0.004   0.028   -0.052 * 0.005   
  25-30 -0.889 *** -0.680 *** -0.613 *** -0.446 *** 
  31-35 -0.790 *** -0.598 *** -0.613 *** -0.446 *** 
  36-40 -0.770 *** -0.577 *** -0.613 *** -0.407 *** 
  41-45 -0.717 *** -0.577 *** -0.613 *** -0.366 *** 
  46-50 -0.717 *** -0.545 *** -0.627 *** -0.453 *** 
  51-57 -0.761 *** -0.596 *** -0.750 *** -0.575 *** 
  58-62 -0.980 *** -0.823 *** -1.024 *** -0.903 *** 
Health (reference is no impairment) 
  Impairment of health -0.048 *** -0.049 *** -0.057 *** -0.053 *** 
  Disability .   -0.056 * -0.056 *** -0.047   
Nationality (reference is German, no migration background) 
  German with migration background -0.145 *** -0.192 *** -0.118 *** -0.115 *** 
  Turkish -0.426 *** -0.373 *** -0.340 *** -0.274 *** 
  Former Soviet Union -0.077 ** -0.028   -0.143 *** -0.274 *** 
  other foreigners -0.365 *** -0.260 *** -0.264 *** -0.209 *** 
Partner and children                 
  No partner -0.006   0.029   0.020   0.209 *** 
  Partner, not married -0.016   .   -0.001   0.159 *** 
  One child -0.003   0.054 *** -0.023 * 0.004   
  Two children 0.024   0.079 *** -0.025 * -0.004   
  Three and more children -0.032   0.049 ** -0.001   0.000   

Education 
(reference is no secondary schooling degree/no 

vocational training) 
  Secondary school, no vocational training 0.026   0.111 *** 0.004   0.070 *** 
  Secondary school, vocational training 0.050 *** 0.172 *** -0.015   0.105 *** 
  GCSE, no vocational training -0.019   0.112 *** -0.015   0.076 *** 
  GCSE, vocational training 0.006   0.184 *** -0.015   0.076 *** 
  A-levels, no vocational training -0.052   -0.007   -0.125 *** 0.076 *** 
  A-levels, vocational training 0.034   0.176 *** -0.044 * 0.076 *** 
  A-levels, college -0.032   0.090 *** -0.140 *** 0.076 *** 
Cumulated duration of unempl., 02/2004 to 
01/2005 (reference is zero to six months) 
  7 to 9 months 0.107 *** 0.159 *** 0.088 *** 0.129 *** 
  10 to 12 months 0.135 *** 0.131 *** 0.088 *** 0.129 *** 
Cumulated duration of unempl., 02/2000 to 
01/2004 (reference is zero months) 
  1 to 6 months 0.129 *** 0.047 * 0.156 *** 0.089 *** 
  7 to 12 months 0.129 *** 0.047 * 0.156 *** 0.125 *** 
  13 to 18 months 0.129 *** 0.080 ** 0.156 *** 0.125 *** 
  19 to 24 months 0.163 *** 0.080 ** 0.156 *** 0.157 *** 
  25 to 30 months 0.126 *** 0.112 *** 0.156 *** 0.157 *** 
  31 to 36 months 0.082 ** 0.081 ** 0.123 *** 0.107 *** 
  37 to 48 months 0.051   0.040   0.123 *** 0.138 *** 
Out-of-labour force during last year -0.061 *** -0.049 *** -0.039 *** -0.066 *** 
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Table 3-2 continued: Probit coefficients of One-Euro-Job participation equation 
    East Germany West Germany 
    Men Women Men Women 
Cum. dur. neither empl. nor job-seeker nor UB 
receipt (proxy for out-of-the labour force), 
01/2000 to 12/2004 (reference is zero months) 
  1 to 6 months -0.062 *** -0.069 *** -0.054 *** -0.037 ** 
  7 to 12 months -0.098 *** -0.069 *** -0.095 *** -0.104 *** 
  13 to 18 months -0.055 *** -0.104 *** -0.095 *** -0.073 *** 
  19 to 24 months -0.055 *** -0.054 ** -0.095 *** -0.030   
  25 to 30 months -0.105 *** -0.054 ** -0.095 *** -0.030   
  31 to 36 months -0.105 *** 0.007   0.000   0.038   
  37 to 42 months -0.027   0.007   0.025   0.038   
  43 to 60 months -0.082 ** -0.017   0.025   0.038   
Cum. dur. of UI receipt, 02/2004 to 01/2005  (reference is zero months) 
  1 to 3 months -0.064 *** -0.045 ** -0.053 ***  .   
  4 to 6 months -0.032   -0.045 ** -0.053 ***  .    
  7 to 9 months -0.032   -0.087 *** -0.053 ***  .   
  10 to 12 months -0.032   -0.019   -0.002    .   
Cum. dur. of UI receipt, 02/2000 to 01/2004  (reference is zero months) 
  1 to 3 months 0.010   0.016    .   -0.027   
  4 to 6 months 0.010   -0.033 **  .    -0.027   
  7 to 12 months 0.010   -0.008    .   -0.050 ** 
  13 to 18 months 0.059 *** 0.063 ***  .   -0.106 *** 
  > 18 months 0.059 *** -0.029    .   -0.106 *** 
Cum. dur. of UA receipt, 02/2004 to 01/2005 (reference is zero months) 
  1 to 3 months 0.035   -0.047   -0.001   0.084 ** 
  4 to 6 months 0.035   -0.047   -0.043   0.084 ** 
  7 to 9 months -0.040   -0.110 *** -0.095 *** 0.024   
  10 to 12 months -0.040   -0.089 ** -0.079 *** 0.073   
Cum. dur. of UA receipt, 02/2000 to 01/2004 (reference is zero months) 
  1 to 6 months -0.034 * -0.050 ** -0.029 * 0.009   
  7 to 12 months -0.034 * -0.083 *** -0.015   -0.062 ** 
  13 to 18 months -0.034 * -0.119 *** -0.015   -0.121 *** 
  19 to 24 months -0.034 * -0.119 *** -0.015   -0.121 *** 
  25 to 30 months -0.034 * -0.119 *** -0.060 *** -0.121 *** 
  31 to 36 months -0.034 * -0.159 *** -0.060 *** -0.182 *** 
  37 to 42 months -0.034 * -0.159 *** -0.060 *** -0.233 *** 
  43 to 48 months -0.087 *** -0.159 *** -0.139 *** -0.270 *** 
UI ben. receipt, 31/12/2004 -0.093 *** .    .   0.098 *** 
UA ben. receipt, 31/12/2004 0.051 ** 0.208 *** 0.076 *** 0.068 * 
Cumulated dur. of regular employment, 01/2000 to 
12/2004 (reference is zero months) 
  1 to 6 months 0.023   0.032 * 0.080 *** 0.025   
  7 to 12 months -0.018   -0.011   0.063 *** -0.018   
  13 to 18 months -0.050 ** -0.065 *** 0.063 *** -0.018   
  19 to 24 months -0.080 *** -0.150 *** 0.037   -0.086 ** 
  25 to 30 months -0.140 *** -0.150 *** 0.037   -0.128 *** 
  31 to 36 months -0.234 *** -0.150 *** 0.037   -0.128 *** 
  37 to 42 months -0.178 *** -0.150 *** 0.037   -0.128 *** 
  43 to 60 months -0.323 *** -0.326 *** -0.085 ** -0.243 *** 
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Table 3-2 continued: Probit coefficients of One-Euro-Job participation equation 
    East Germany West Germany 
    Men Women Men Women 
Interaction terms with age below 25 years                 
  < 25 with vocational training  -   -0.131 ***  -    -   

  
< 25, ≤ 12 months not in labour force in the 
last 5 years   -   0.077    -    -   

  
< 25, 12 to 24 months not in labour force in the 
last 5 years   -   0.219 *** 0.025    -   

  
< 25, > 24 months not in labour force in the 
last 5 years   -   0.219 *** -0.046    -   

  < 25, 0 up to 12 months regular employment  -   -0.119 *** -0.134 *** -0.068 ** 
  < 25, > 12 months regular employment  -   -0.119 *** -0.134 *** -0.068 ** 

  
< 25, > 1 year of unemployment in the last 5 
years  -0.090 ***  -    -    -   

ALMP participation in last five years (yes)                 
  Job creation schemes 0.074 *** 0.093 *** 0.153 *** 0.143 *** 
  Private employment subsidy -0.112 *** -0.140 *** -0.075 *** -0.069 ** 
  Further vocational training 0.014   0.029 ** 0.017   0.052 *** 
  Retraining -0.029   -0.043    -    -   
  Short-term training (classroom) -0.015   -0.022   0.034 *** 0.018   
  Short-term training (practical) -0.029 * -0.024   0.022   0.043 * 
  Other short-term training 0.044    -   0.041   0.045   
  Start-up subsidy -0.183 *** -0.217 *** -0.204 *** -0.241 *** 
  Private placement service (§37), some tasks   -   -0.107 *** -0.032 * -0.070 *** 
  Private placement service (§37), all tasks   -   -0.033   -0.035 * -0.057 ** 
  Other ALMP 0.158 *** 0.108 *** 0.163 *** 0.169 *** 
Time since end of last ALMP (reference is up to 12 months) 
  13 to 24 months  -   -0.070 *** -0.011   -0.033 * 
  > 24 months  -   0.029 ** 0.044 *** 0.038 * 
ALMP in last year 0.059 *** 0.121 *** 0.067 *** 0.101 *** 
No. of ALMP participations in the last 5 years (reference is no programme participation) 
  One 0.077 *** 0.101 *** 0.089 *** 0.065 *** 
  Two 0.136 *** 0.178 *** 0.120 *** 0.119 *** 
  Three 0.160 *** 0.178 *** 0.174 *** 0.119 *** 
  Four  0.160 *** 0.213 *** 0.174 *** 0.177 *** 
  Five and more 0.160 *** 0.213 *** 0.236 *** 0.262 *** 
Industry of last contributory job (reference is other manufacturing) 
  Job with missing sector -0.043   -0.111 *** -0.010   -0.021   

  
Agriculture, forestry, fishing, mining, energy 
and water supply 0.018   -0.111 *** 0.198 *** -0.021   

  Food and tobacco 0.018   -0.111 *** 0.006   -0.021   
  Wood, paper, publishing, printing 0.018   -0.048   0.006   -0.021   

  
Chemical industry, engineering, vehicle 
construction 0.018   0.077   0.006   -0.021   

  Construction -0.084 *** -0.133 *** 0.006   0.049   
  Wholesale trade and car sales -0.084 *** -0.026   -0.044 *** -0.050   
  Retail trade and hotels/restaurants -0.084 *** -0.162 *** -0.044 *** -0.016   
  Transport and communication -0.023   -0.094 ** -0.044 *** -0.016   
  Services for companies -0.023   -0.035   0.044 ** 0.035   

  
Public administration, defence, social security 
agencies 0.131 *** 0.091 *** 0.291 *** 0.170 *** 

  Education -0.003   -0.014   0.187 *** 0.170 *** 
  Health care, veterinarian and social services 0.116 *** 0.062 ** 0.228 *** 0.170 *** 
  Other services 0.052 ** 0.003   0.103 *** 0.069 ** 
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Table 3-2 continued: Probit coefficients of One-Euro-Job participation equation 
    East Germany West Germany 
    Men Women Men Women 
Last professional status (reference is blue-collar worker) 
  Skilled worker / foreman -0.043 *** -0.002   -0.055 *** -0.038   
  White-collar worker -0.043 *** -0.002   -0.111 *** -0.081 *** 
  Part-time -0.031 ** 0.024 * -0.010   -0.045 *** 
  No job yet 0.097 ** -0.130 *** 0.036   -0.018   
Size of last establishment (reference is 1 to 20 employees) 
  21 to 50 employees 0.011   0.038 ** 0.046 *** 0.037 ** 
  51 to 100 employees 0.011   -0.007   0.064 *** 0.075 *** 
  101 to 200 employees 0.011   -0.007   0.034 *** 0.039 ** 
  201 to 400 employees 0.025   -0.007   0.034 *** 0.039 ** 
  > 400 employees -0.033 ** -0.007   0.034 *** 0.039 ** 
  Missing -0.006   -0.007   -0.012   -0.014   
Last monthly real wage (deflated with CPI, 
2000=100) (reference is 0 Euro) 
  >0 to 500 € 0.087 ** 0.040   0.126 *** 0.109 *** 
  >500 to 1000 € 0.152 *** 0.073 *** 0.162 *** 0.109 *** 
  >1000 to 1500 € 0.126 *** 0.098 *** 0.162 *** 0.109 *** 
  >1500 to 2000 € 0.083 *** 0.032   0.094 *** 0.109 *** 
  > 2000 € 0.015   -0.006   0.038 * 0.024   
Time since end of last contributory job (reference is one to six months) 
  7 to 12 months 0.029   0.011   0.001   -0.007   
  13 to 24 months 0.076 *** 0.011   0.001   -0.007   
  25 to 36 months 0.076 *** -0.036   0.001   -0.007   
  37 to 48 months 0.023   -0.036   -0.028   -0.063 ** 
  > 48 months 0.023   -0.036   -0.066 *** -0.063 ** 
Average duration of contributory jobs 
between 01/2000 and 12/2004 (reference is less than seven months) 
  7 to 12 months 0.042 *** 0.015   0.004   0.012   
  13 to 18 months 0.042 *** 0.046 ** -0.043 *** 0.012   
  19 to 24 months 0.042 *** 0.080 *** -0.043 *** 0.012   
  25 to 36 months 0.017   0.080 *** -0.043 *** -0.051   
  37 to 60 months 0.102 ** 0.080 *** -0.037   -0.051   
Number of contributory jobs in last five 
years (reference is no job) 
  One -0.003   -0.035   -0.086 *** -0.045   
  Two 0.035   0.038   -0.086 *** -0.045   
  Three 0.035   0.078 * -0.086 *** 0.008   
  Four or more 0.035   0.078 * -0.086 *** 0.008   
Minor employment 31/01/2005 -0.294 *** -0.349 *** -0.279 *** -0.318 *** 
Partner was unemployed between 01/2000 to 
12/2004 for (reference is zero months) 
  1 to 12 months 0.052 ** 0.004    -    -   
  13 to 24 months 0.052 ** 0.044 *  -    -   
  25 to 30 months 0.052 ** 0.044 *  -    -   
  31 to 36 months 0.095 *** 0.016    -    -   
  37 to 42 months 0.005   0.016    -    -   
  43 to 60 months 0.005   -0.033    -    -   
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Table 3-2 continued: Probit coefficients of One-Euro-Job participation equation 
    East Germany West Germany 
    Men Women Men Women 
Partner not empl. nor job-seeker in the last 5 
years for (reference is zero months) 
  1 to 12 months -0.047 *** -0.036 ** -0.013    -   
  13 to 24 months -0.047 *** -0.067 ** 0.026    -   
  25 to 30 months -0.047 *** -0.007   0.086 ***  -   
  31 to 36 months -0.047 *** -0.098 *** 0.086 ***  -   
  37 to 42 months -0.047 *** -0.098 *** 0.086 ***  -   
  43 to 60 months -0.047 *** -0.098 *** 0.086 ***  -   

Partner education 
(reference is no secondary schooling degree/no 

vocational training) 
  Secondary school, no vocational training 0.017    -   -0.004   0.000   
  Secondary school, vocational training 0.017    -   -0.004   0.044   

  
GCSE or A-levels, vocational training or 
college -0.011    -   -0.004   -0.018   

  Missing: no partner IEB identifier 0.040    -   -0.117 *** -0.097 *** 
  Missing for other reasons -0.029    -   -0.077 *** -0.097 *** 
Regional variables (district level) in 01/2005                 
  Local unempl. rate  -0.009 *** -0.007 *** 0.015 *** 0.025 *** 
  %age change in local unempl. rate  -0.005 *** -0.007 *** -0.007 *** -0.007 *** 
  Percentage of long-term-unemployment (LTU)  -   0.003 ** -0.006 *** -0.006 *** 
  %age change of percentage of LTU  -0.009 *** -0.013 *** -0.003 ***  -   
  Vacancy-unemployment ratio 3.678 *** 3.479 *** -0.344 **  -   
  %age change vacancy-unempl. ratio  -   0.000 * 0.000 * 0.000   
Classification of region (according to Rüb and 
Werner, 2008) 

(reference is cities with below average lab. market 
cond./high long-term unemployment) 

  
Cities in West Germany (W.G.) with average 
labour market (LM) conditions  -    -   0.216 *** 0.232 *** 

  
Cities in W. G. with above-average LM 
conditions  -    -   0.331 *** 0.320 *** 

  Urban areas with average LM cond. 0.516 *** 0.407 *** 0.159 *** 0.165 *** 

  
Rural areas in W. G. with average LM 
conditions  -    -   0.306 *** 0.346 *** 

  Rural areas with below average LM conditions 0.251 *** 0.222 *** 0.139 *** 0.207 *** 

  
Rural areas in W. G. with above average LM 
conditions and high seasonal dynamics  -    -   0.594 *** 0.477 *** 

  
Rural areas in W. G., very favourite LM cond., 
seasonal dynamics and low LTU  -    -   0.449 *** 0.354 *** 

  
Rural areas in W.G., very fav. LM cond. & low 
LTU  -    -   0.449 *** 0.412 *** 

  
Rural areas in East G. with severe LM 
conditions 0.179 *** 0.126 ***  -    -   

  
Rural areas in East G. with very severe LM 
conditions 0.073 *** 0.051 **  -    -   

Other                 
  Looking for part-time job  -   -0.065 ***  -   -0.103 *** 
  Constant -1.134 *** -1.426 *** -1.574 *** -2.191 *** 
Number of observations 81781 70327 123291 80464 
Log of the Likelihood -18309.8 -16527.2 -18826.1 -8873.1 
Pseudo-R2 0.076 0.068 0.080 0.085 

* p<0.1, ** p<0.05, *** p<0.01 
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Table 3-3: Sample sizes of treated and potential controls 
    East Germany West Germany 
  Men Women Men Women 
  Treatment Control Treatment Control Treatment Control Treatment Control 
    Group Group Group Group Group Group Group Group 
Total sample 21,267 60,513 19,111 51,215 20,968 102,310 9,470 70,990 
Age 
 15-24 5,084 4,604 3,339 3,777 4,582 7,716 2,109 6,661 
 25-35 3,527 15,029 3,314 11,927 5,023 26,461 2,137 18,679 
 36-50 8,735 28,710 8,977 25,027 8,836 47,094 4,148 31,306 
 51-62 3,913 12,170 3,474 10,484 2,537 21,039 1,074 14,344 
Qualification 
 no qualific. 6,513 18,470 4,529 16,047 12,238 57,297 5,159 45,208 

 
apprentice-
ship 14,019 39,150 13,293 32,172 8,053 40,098 3,692 21,882 

 higher 730 2,893 1,284 2,996 681 4,915 618 3,900 
Last regular job in 
 2004 2,929 9,052 1,844 4,792 3,958 15,562 1,596 9,082 
 2001-2003 7,247 20,244 4,622 12,158 8,967 43,028 3,616 22,286 
 1992-2000 7,826 24,155 8,977 23,727 4,664 28,365 1,810 15,335 

  
<1992 or 
never 3,259 7,062 3,652 10,538 3,368 15,355 2,445 24,287 

 

 
Table 3-4: Mean standardised absolute bias 

    East Germany West Germany 
  Men Women Men Women 
  before after before after before after before after 
    matching matching matching matching 
Total sample 7.9 0.4 7.0 0.4 9.6 0.3 11.0 0.5 
Age         
 15-24 10.4 0.8 11.0 1.2 9.3 1.0 15.8 1.3 
 25-35 8.8 0.7 10.1 0.5 7.6 0.5 12.1 0.9 
 36-50 7.2 0.4 8.4 0.4 7.3 0.5 10.9 0.8 
 51-62 9.9 0.7 11.0 0.7 12.1 0.9 13.0 1.2 
Qualification          
 no qualification 10.8 0.7 9.4 0.8 9.2 0.5 13.0 0.7 
 apprenticeship 8.0 0.5 6.7 0.4 8.5 0.5 8.7 0.7 
 higher  11.9 2.2 10.5 1.2 9.7 1.2 12.1 1.2 
Last regular job in         
 2004 13.4 1.1 10.3 1.2 9.9 0.6 10.5 1.0 
 2001-2003 7.7 0.5 6.8 0.6 7.9 0.4 7.9 0.7 
 1992-2000 8.8 0.5 8.5 0.5 10.7 0.6 10.5 0.9 
  <1992 or never 17.4 1.3 15.3 1.0 15.2 0.9 16.9 1.0 

Note: Results from nearest neighbour matching with replacement (5 neighbours); 
Standardised bias for a single covariate:  

|)]()([5.0/)(|100 controlcontroltreat XVXVXX
treat

+⋅−⋅ ; the table displays the arithmetic mean of 

such biases over all covariates that determine the probability of participating in One-Euro-Jobs.  
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Table 3-5: ATTs – regular employment rate (in percentage points) 

    East Germany West Germany 
  Men Women Men Women 
    12th month 20th month 12th month 20th month 12th month 20th month 12th month 20th month 

Total sample -1.1 *** -0.3  -0.4 * 1.0 *** -0.6 ** 0.6 * -0.4  2.7 *** 
Age                  
 15-24 -2.3 *** -0.4  -2.3 ** -0.5  -2.1 ** -1.5  -2.7 ** 0.9  
 25-35 -2.1 *** -1.1  -1.0  1.5 * -0.7  1.0  -0.3  4.3 *** 
 36-50 -0.5  -0.9 * -0.3  1.1 ** -0.2  1.4 *** 0.4  3.0 *** 
 51-62 -0.3  0.3  0.4  1.4 ** -0.4  1.5 ** -0.1  2.2 ** 
Qualification                  
 no qualification -1.1 ** 0.2  -1.1 ** 0.2  -0.9 *** 0.3  -0.2  2.5 *** 
 apprenticeship -1.4 *** -0.9 ** -0.5 * 0.9 ** -0.7  1.7 *** -0.7  2.6 *** 
 higher  -1.9  0.8  1.2  3.0 ** -4.6 *** -0.9  0.7  4.3 ** 
Last regular job in                 
 2004 -2.7 *** -3.1 *** -2.8 ** -2.3 * -3.5 *** -3.0 *** -6.2 *** -1.5  
 2001-2003 -1.4 *** -0.6  0.0  1.3 * -0.4  1.8 *** 0.8  2.7 *** 
 1992-2000 -0.2  0.8 * 0.2  2.1 *** 0.3  1.7 *** 2.7 *** 5.8 *** 
  <1992 or never -1.5 ** 0.8   -0.5   0.9   0.4   0.9   0.3   3.3 *** 

 
Note: Results from nearest neighbour matching with replacement (5 neighbours). 
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 Table 3-6: ATTs – no UB II receipt (in percentage points) 

    East Germany West Germany 
  Men Women Men Women 
    12th month 24th month 12th month 24th month 12th month 24th month 12th month 24th month 

Total sample -2.8 *** -2.8 *** -3.1 *** -2.6 *** -4.1 *** -3.0 *** -3.4 *** -2.4 *** 
Age                  
 15-24 -2.7 *** -2.3 ** -3.3 *** -2.9 ** -6.9 *** -3.9 *** -4.5 *** -2.1  
 25-35 -2.9 *** -3.8 *** -2.9 *** -1.4 * -4.6 *** -3.3 *** -2.4 *** -2.2 * 
 36-50 -2.7 *** -3.1 *** -3.2 *** -2.9 *** -2.7 *** -2.6 *** -3.9 *** -3.9 *** 
 51-62 -2.9 *** -3.3 *** -4.4 *** -3.8 *** -3.3 *** -0.7  -0.9  0.4  
Qualification                  
 no qualification -2.1 *** -2.1 *** -2.5 *** -3.1 *** -4.6 *** -3.8 *** -3.3 *** -3.0 *** 
 apprenticeship -3.2 *** -3.4 *** -3.8 *** -3.5 *** -4.0 *** -1.9 *** -3.4 *** -2.1 ** 
 higher  -6.1 *** -6.1 *** -3.9 *** -3.4 ** -5.1 *** -3.5  -4.0 ** -2.8  
Last regular job in                 
 2004 -3.5 *** -3.5 *** -4.3 *** -4.2 *** -5.9 *** -5.1 *** -5.4 *** -4.8 *** 
 2001-2003 -2.5 *** -2.7 *** -2.6 *** -3.6 *** -3.3 *** -2.2 *** -2.4 *** -1.9 ** 
 1992-2000 -2.3 *** -2.4 *** -3.4 *** -2.8 *** -2.7 *** -3.0 *** -1.6 ** -1.3  
  <1992 or never -4.1 *** -4.0 *** -2.7 *** -2.4 ** -6.9 *** -4.5 *** -4.1 *** -3.0 *** 

 
Note: Results from nearest neighbour matching with replacement (5 neighbours). 
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Table 3-7: Outcomes for all controls, treatments and matched controls 20 months after 
programme start (in percentage points) 

Outcome       

    
All 

controls Treated 
Matched 
controls 

Employment rate       
  Men, East Germany 15.9 16.1 16.4 
  Women, East Germany 11.3 13.4 12.4 
  Men, West Germany 16.8 20.7 20.1 
  Women, West Germany 12.9 19.5 16.9 
          
No UB II receipt rate       
  Men, East Germany 17.7 16.1 18.7 
  Women, East Germany 15.9 14.4 17.1 
  Men, West Germany 24.0 23.7 26.8 
  Women, West Germany 22.1 22.4 24.8 
 

Figure 3-1: Distribution of the propensity score – East Germany 

 

0
.0

25
.0

5
.0

75
0

.0
25

.0
5

.0
75

0 .1 .2 .3 .4 .5 .6

Men - East Germany

Men - East Germany

Controls

Treated

re
la

tiv
e 

fre
qu

en
cy

propensity score

0
.0

25
.0

5
.0

75
0

.0
25

.0
5

.0
75

0 .1 .2 .3 .4 .5 .6

Women - East Germany

Women - East Germany

Controls

Treated

re
la

tiv
e 

fre
qu

en
cy

propensity score



 80 

Figure 3-2: Distribution of the propensity score – West Germany 

 

Figure 3-3: ATT of One-Euro-Jobs (in percentage points) with 95%-confidence band 
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4 Effectiveness of One-Euro-Jobs: Do programme characteristics 
matter? 

4.1 Introduction 

In many OECD countries, welfare reform was a major policy issue in the 1990s and 

thereafter. The goal of such reforms was to move welfare recipients into work and reduce 

their benefit dependency. Also the law on Basic Income Support for Job-Seekers ‘Social Code 

(SC) II’ introduced in January 2005 in Germany was a policy change towards activating 

welfare recipients. As one means of activation, the reform introduced a workfare programme 

called ‘One-Euro-Jobs’ on a large scale with roughly two million benefit recipients entering 

the programme in the first three years (Table 1-1). One-Euro-Jobs aim at improving the 

employability of participants and enhancing their labour market prospects, but they can also 

be used to check whether unemployed people are available for job placement. Like in other 

countries, the reforms gave large freedom of action to local levels (Kaltenborn et al., 2008; 

van Berkel and Borghi, 2008). The legislature has set only key features of One-Euro-Jobs: 

they have to be additional jobs of public interest in order to prevent crowding out of regular 

employment. Participation in a One-Euro-Job is only temporary. The programme has been 

designed for those unemployed particularly hard to place. In further aspects, such as exact 

duration and weekly working hours, wide scope is left to regional actors to respond to 

regional and individual factors of the unemployed.  

This paper investigates how programme design is associated with heterogeneity of 

employment effects for participants. We compare different types of One-Euro-Jobs according 

to planned duration of participation and average weekly working hours. We estimate the 

effects of participation for the different types of One-Euro-Jobs compared to non-participation 

(‘waiting’). In order to control for selectivity of the different programme types, the types are 

also compared directly. 
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Analysing the effects of programme characteristics is interesting from a scientific perspective, 

since there is not much research on the relationship of programme features and effectiveness 

so far. Most of the existing studies compare programmes diverging in more than just one 

aspect (e.g., Biewen et al., 2007). Furthermore, only some studies disentangle selectivity and 

participation effects, such that in most studies differences in effects cannot be traced back to 

programme features (e.g., Caliendo, 2006). Moreover, there are only few studies for welfare 

recipients so far, for whom programme characteristics may play a different role than e.g. for 

unemployment insurance benefit recipients, who have better labour market prospects on 

average. 

From a theoretical point of view, effects of participation in general and of certain programme 

features are not straightforward: For example, longer programme participation may on the one 

hand lead to a larger treatment effect, because the goals of increasing the employability and 

activating the unemployed can be achieved more easily. On the other hand, a longer duration 

may reduce the job search efforts of participants and thus lead to stronger lock-in effects. 

Similarly, a higher level of working hours may facilitate getting used to regular work 

schedules for the unemployed, but it may also lead to stronger lock-in effects. By looking at 

working hours and duration, we can learn something on the emergence of lock-in effects. A 

correlation between working hours and lock-in effects would hint at the role of time available 

for job search whereas a correlation between planned duration and lock-in effects could 

indicate the relevance of motivation. 

The analysis is also interesting from a practical point of view: First evidence on short-term 

effects of One-Euro-Jobs suggests that twenty months after programme start, the effects of 

participation on the employment probability are weak and only some groups of participants 

benefit from participation (Hohmeyer and Wolff, 2007; Huber et al., 2009; Thomsen and 

Walter, 2010; Wolff et al., 2010). By analysing different programme types in the medium 

term, we can shed some light on how One-Euro-Jobs can be designed to be more effective.  
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The paper is organised as follows: In section 4.2 the institutional framework of One-Euro-

Jobs is described. Subsequently, in section 4.3 hypotheses on the effects of programme 

characteristics are derived from a theoretical job search framework. Section 4.4 summarises 

the lessons learned from previous research. Methods and data are described in section 4.5 and 

4.6. The results are discussed in section 4.7. Section 4.8 provides the conclusions. 

4.2 Institutional framework 

In the last decades OECD countries carried out a number of structural reforms in product and 

labour markets (OECD, 2009). In Germany, a sequence of labour market and social policy 

reforms came into force between 2002 and 2005. The last one in January 2005 introduced the 

Basic Income Support for Job-Seekers (SC II) merging the former unemployment assistance 

and social assistance benefits to the ‘unemployment benefit II’ (UB II) for needy individuals 

capable of working (see section 1.3). The reforms led to a stronger emphasis on activating 

needy unemployed people which is pursued by the implementation of the principle of 

enabling and demanding (‘Fördern und Fordern’). As one option of activating UB II 

recipients public work opportunities (so-called ‘One-Euro-Jobs’) have been introduced in 

2005 on a large scale with more than 600,000 unemployed individuals starting a One-Euro-

Job per year between 2005 and 2008 (Table 1-1). Like in other countries, reforms gave a large 

freedom of action to local levels (Kaltenborn et al., 2008; van Berkel and Borghi, 2008). In 

the design of One-Euro-Jobs, wide scope is left to regional actors to respond to regional and 

individual factors of the unemployed. 

 

Goals of One-Euro-Jobs 

One-Euro-Jobs have various aims (Federal Employment Agency, 2005). First, they should 

raise the employability of long-term unemployed and enhance their probability of finding a 

regular job. Furthermore, they aim at the social integration of needy unemployed persons by 
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providing them with a task and a daily routine. Moreover, they can be seen as a contribution 

to the provision of public goods by benefit recipients who work for their UB II receipt. 

Finally, One-Euro-Jobs are also a means of testing an unemployed individual’s willingness to 

work. Benefits can be cut, if a benefit recipient fails to start or discontinues participating in a 

One-Euro-Job that she is placed in. According to these goals, One-Euro-Jobs have both a 

supporting and demanding nature and they – like other active labour market programmes 

(ALMPs) – consist of a combination of ‘carrot’ and ‘stick’ (Graversen and van Ours, 2008). 

This ambiguous role of the programme is also reflected in the perception of the programme 

by the unemployed (Lohmann, 2007; Wenzel, 2008).  

 

Target groups 

In principle, all recipients of UB II capable of working are eligible for participation in a One-

Euro-Job. Given that One-Euro-Jobs are a measure of last resort, unemployed persons with 

specific difficulties to find a job should be more likely to participate in One-Euro-Jobs than 

those with better prospects of finding a job. Moreover, the Federal Employment Agency 

defined special target groups for One-Euro-Jobs (Federal Employment Agency, 2006a): 

young adults, unemployed individuals with placement barriers, persons with migration 

background and older unemployed. However, in 2005 One-Euro-Jobs are not targeted at 

unemployed people, who are hard to place, or at the defined target groups (Hohmeyer and 

Kopf, 2009; Wolff and Hohmeyer, 2006). The only exception is unemployed younger than 25 

years, who by law have to be placed to employment, vocational training or a One-Euro-Job 

without delay.33

                                                 
33 The Federal Employment Agency implemented this requirement by pronouncing the goal that young 
unemployed people should be registered as unemployed for no longer than three months (Federal Employment 
Agency, 2006b). 

 Cream skimming, the use of One-Euro-Jobs as a work test or the lack of 

suitable One-Euro-Jobs for hard-to-place benefit recipients may be reasons for the scarce 

targeting. 
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Design of One-Euro-Jobs 

Only key features have been set by the legislature. The tasks carried out in One-Euro-Jobs 

have to be of public interest and additional in the sense that they would not be completed 

without the subsidy (Art. 16d SC II). This way, policy makers intend to ensure that regular 

employment is not crowded out. Participation is only temporary. In further programme 

aspects the legislature leaves wide scope to regional actors to enable them to respond to the 

regional specifics and the personal situation of the unemployed (Federal Employment 

Agency, 2005). While working in a One-Euro-Job, a participant still receives her UB II plus 

an allowance for additional expenses. The allowance for additional expenses averaged about 

1.25 € per hour worked (Department for Statistics of the Federal Employment Agency, 2006, 

2007, 2008, 2009). In 2005, participation usually lasted up to six months (Hohmeyer et al., 

2006). Weekly working hours can be designed variably with respect to the special situation of 

the unemployed, but they should not exceed 30 hours per week to ensure that participants 

have sufficient time to search for regular employment. In practice, One-Euro-Jobs in the 

majority of cases have a planned working time of 30 hours per week (Department for 

Statistics of the Federal Employment Agency, 2006, 2007, 2008, 2009). The monthly 

allowance for a benefit recipient working 30 hours per week adds up to about 150 € per 

month in addition to UB II.34

4.3 Theoretical framework: The job search model 

  

The framework of the job search model enables us to discuss the impact of One-Euro-Jobs 

and programme characteristics on the labour market performance of participants (Burdett and 

Mortensen, 1978; Mortensen, 1970, 1986). We use the specification of the job search model 

                                                 
34 UB II consists of a base benefit currently (07/2009) of 359 € per month for a single person plus costs of 
accommodation and heating and an additional benefit for those who have received unemployment insurance 
benefit within the last two years of up to 160 € for singles and 320 € for partners (Art. 24 SC II). 
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as displayed in Cahuc and Zylberberg (2004) with an unemployed individual maximising her 

expected utility by choosing the reservation wage x  (which is the lowest wage that she will 

accept) and the job search intensity e . The reservation wage x  is defined by 

∫
+∞

−
+

+−=
x

wdHxw
qr
eecbx )()()()( αλ  

with gains b  (e.g., unemployment benefits) and costs c  associated with job search periods, an 

indicator of the state of the labour market α  and the arrival rate of job offers )(eλ . The real 

interest rate r  is constant and exogenous. In each short period, jobs disappear with the rate q . 

In this model, the real wage w  is the only relevant aspect of jobs offered. The job seeker does 

not know the exact wage each job pays but only the cumulative distribution )(wH  of possible 

wages. The expected duration of unemployment is determined by the reservation wage and 

the arrival rate of job offers, which are themselves influenced by factors such as job search 

intensity but also by personal characteristics or One-Euro-Job participation. Consequently, 

this framework enables us to connect a job seeker’s participation in a certain type of One-

Euro-Job with her employment prospects.35

4.3.1 Effects of participation in One-Euro-Jobs in general 

 

One-Euro-Jobs can have various effects on the employment prospects of participants 

(Calmfors, 1994; Hagen and Steiner, 2000). In the short term, we would expect lock-in effects 

to reduce efforts made by unemployed people to search for employment, either because 

participation reduces the time available or the motivation for job search during participation. 

The motivation to look for employment may decrease because participants derive some utility 

                                                 
35 Job search theory originally investigates the effects of exogenous variables on the period of time until a job 
offer is accepted by the unemployed, which is typically a survival analysis framework. We have a slightly 
different approach as we look at the employment status at different points in time after programme start. We 
assume that effects point in the same direction, that is, a shorter duration until a job offer is accepted is correlated 
with a higher likelihood of being employed at different points in time. 
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from programme participation (e.g., due to carrying out a useful task instead of being 

unemployed). 

In the medium term, One-Euro-Jobs may raise the employment probabilities of participants 

through several mechanisms: First of all, qualifications of job searchers adjust to requirements 

of job vacancies, since participants may be trained on the job. Second, participants could 

signal potential employers their willingness to work. Both aspects might increase the 

participants' probability of getting a job offer above their reservation wage. Finally, One-

Euro-Jobs could raise the search effort of participants and consequently the arrival rate of job 

offers. They may reduce the value of benefit receipt due to a loss of leisure and due to making 

it harder to achieve earnings in the shadow economy. But adverse effects also can occur. E.g., 

the work experience in One-Euro-Jobs possibly is of little value for private employers 

because the jobs should be additional to regular employment. Moreover, participation itself 

could lead to stigmatisation of participants, because One-Euro-Jobs are supposed to target 

people with specific difficulties to find a job. For a number of reasons, effectiveness of the 

programme should not only vary for different groups of unemployed (as observed in 

Hohmeyer and Wolff, 2007) but also for different programme designs such as duration and 

working hours. 

4.3.2 Effects of programme duration and working hours  

Calmfors (1994) suggests that a longer planned duration of participation has two effects going 

in opposite directions: On the one hand, a longer programme duration will lead to a stronger 

lock-in effect. On the other hand, with a longer duration, more knowledge can be imparted 

and larger treatment effects can be achieved. A similar relationship can be assumed for 

working hours with a more intensive treatment leading to larger lock-in effects as well as to 

larger treatment effects.  



 88 

The perception of the programme by the unemployed might also play a role. If participation is 

perceived as an acceptable alternative to unemployment (or regular employment), one would 

expect job search efforts to decrease during participation and thus lock-in effects would 

become stronger for longer and more intensive treatments. However, One-Euro-Jobs could be 

used as a work test for those unemployed, who are suspected of not being available for work 

and who probably do not regard participation as an alternative to (un)employment. It could be 

the case that shorter programmes are more often used as a work-test because availability can 

be checked at lower costs. This could also be true for more intensive programmes because it 

is easier to rule out illegal employment with a higher level of working hours. Then, the 

activation effect could be stronger for shorter and for more intensive programmes because of 

the use as a work test and the particular target group and no lock-in effects occur for these 

programme types.36

More intensive or longer One-Euro-Jobs could also be used for unemployed people, who have 

more severe difficulties finding a job, because case managers assume they need more 

treatment, e.g. to get used to regular work schedules, and lock-in effects play a minor role. 

Then, lock-in effects should not increase with working hours and duration compared to non-

participation, but in the direct comparison of different levels of working hours and duration 

when selection effects are controlled for.  

  

Looking at the selectivity of different programme types can probably already give us more 

information on the way One-Euro-Jobs of a certain type are used, i.e. whether they are used as 

a work test or rather for hard to place individuals (see section 4.7.1). 

Overall, presuming that One-Euro-Jobs are not only seen as a ‘stick’ but also as a ‘carrot’ and 

selectivity is not overly strong, one would expect in the short run stronger lock-in effects for 

                                                 
36 However, we can only observe this effect if the unemployed person actually starts the One-Euro-Job. If she 
never starts the programme which she is placed to (but, e.g. leaves UB II receipt), she does not belong to our 
treatment group (but possibly to the control group). For all programme types this would lead to a downward bias 
of effects in the comparison to ‘waiting’ in the short term, fading away in the longer term. In pairwise 
comparisons this should not play a major role. 
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One-Euro-Jobs with a longer planned length of participation and with more working hours, 

but increased treatment effects in the longer run. In the case of working hours, these larger 

treatment effects are supposed to emerge comparatively early because the higher amount of 

treatment is achieved faster than in the case with a longer programme duration. 

4.4 Previous findings 

4.4.1 Effects of direct job creation programmes  

As One-Euro-Jobs have been introduced as recently as 2005, there is little evidence on the 

effects of One-Euro-Jobs so far (Hohmeyer and Wolff, 2007; Huber et al., 2009; Thomsen 

and Walter, 2010; Wolff et al., 2010). In the short term, there are small lock-in effects and 

some groups of participants such as women and unemployed individuals who have not been 

employed for several years moderately benefit from participation 20 months after programme 

start (Hohmeyer and Wolff, 2007; Huber et al., 2009). Some results indicate that persons 

particularly hard to place benefit.  

Results are in line with research on direct job creation programmes in general. Weak positive 

effects of direct job creation programmes in the longer term are likewise found by 

comparative international research for Germany (e.g., Caliendo, 2006; Caliendo et al., 2006, 

2008a, b; Stephan and Pahnke, 2008) as well as other countries (e.g., Bolvig et al., 2003; 

Sianesi, 2008). By looking at different programme types this paper can provide knowledge on 

how direct job creation programmes such as One-Euro-Jobs can be designed to become more 

effective. 

 

4.4.2 Effects of length of participation  

Whereas several studies compare the effectiveness of different ALMPs, only a few studies 

concentrate on the role of single programme characteristics for programme effectiveness. To 
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my knowledge, there are no previous studies that investigated the effect of varying working 

hours on programme effectiveness. Several recent studies investigated the role of programme 

duration, but mainly for training programmes and not for employment programmes. 

Exceptions are van Ours (2004) and Stephan and Pahnke (2008), who look at employment 

programmes.  

In the short term, larger lock-in effects are found for longer programmes by van Ours (2004), 

who compares two types of subsidised jobs in the Slovak Republic that differ only in 

programme length (6 to 24 months), and by Stephan and Pahnke (2008), who directly 

compare different German types of job creation schemes according to actual length of 

participation. 

Concerning medium-term effects, there is mixed evidence: Biewen et al. (2007) find shorter 

training programmes to be more effective. A programme length longer than 100 days does not 

add any value (Kluve et al., 2007). Both studies look at different German training 

programmes. Flores-Lagunes et al. (2007) also find decreasing revenues of programme length 

for a United States training programme for young people. Stephan and Pahnke (2008) find 

that longer programmes are superior or equivalent regarding the employment prospects 3.5 

years after programme start indicating that the advantages of shorter programmes decrease 

over time. 

The drawbacks of these studies are that some use actual length instead of planned length of 

programme participation (Flores-Lagunes et al., 2007; Stephan and Pahnke, 2008) and 

compare programmes that differ in more than one aspects (Biewen et al., 2007).37

                                                 
37 When looking at short training programmes, Biewen et al. (2007) do not distinguish between within-company 
training and classroom training, but, as Wolff and Jozwiak (2007) and Stephan and Pahnke (2008) found out, 
within-company training has considerably higher positive effects than classroom training, probably due to the 
employer contact during the programme. Thus, the higher effectiveness of short programmes Biewen and others 
(2007) have found could be driven to a large extent by within-company training. 

 As actual 

length of participation is endogenous, the effect of shorter participation could be 
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overestimated, if participants drop out of a programme because they found a regular job.38

4.5 Evaluation approach and method 

 

Furthermore, all of these studies, except for Flores-Lagunes et al. (2007), investigate 

programmes for unemployment insurance and assistance benefit recipients, who have better 

labour market prospects on average than UB II recipients, for which the length of 

participation thus might play a different role. 

We are interested in the effect of starting a One-Euro-Job in a certain period of time on the 

employment prospects of participants. First, we ask whether different types of One-Euro-Jobs 

are effective compared to non-participation defined in the sense of ‘waiting’, which means not 

starting a One-Euro-Job in a given period of time.39

If we define non-participation also as a treatment, we have 

 Second, we investigate the effects of 

participation in one type of One-Euro-Job compared to participating in a One-Euro-Job of 

another type.  

R  mutually exclusive and 

exhaustive treatments with 1−R  different types of One-Euro-Jobs, and R  potential outcomes 

iY  for an individual i : 110 ,....,, −R
iii YYY . 

The fundamental evaluation problem arises, because we cannot observe all R  potential 

outcomes for a single individual at the same time but only one. A standard framework to 

solve this problem in a non-experimental design is the Roy (1951) - Rubin (1974) - model of 

potential outcomes.40

                                                 
38 If participants dropping out of programmes retreat from the labour market, effects of short participations could 
also be underestimated in these studies. 

 This approach for binary treatments was extended by Imbens (2000) 

and Lechner (2001) for analysing multiple treatments. Lechner (2002) compared results based 

on pairwise and multinomial matching and achieved similar results with both approaches. 

39 For the discussion of different definitions of non-treatment see Sianesi (2008) or Stephan (2008). 
40 A comprehensive description of the method can be found in Caliendo and Kopeinig (2008) and Frölich (2004). 
The following description is based on Frölich (2004). 
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Thus, we will stick to pairwise comparisons of the different treatments comparing only two 

treatments r  and s  at a time. 

Basic idea of the approach is to find a control group within the treatment group s , which 

resembles participants in treatment r  in all relevant characteristics that influence both 

treatment status and labour market outcomes, so that differences in labour market outcomes 

can be traced back to treatment. The crucial assumptions are that we observe all such relevant 

aspects and that there is no selection on unobservables (‘conditional independence 

assumption’). Otherwise causal effects cannot be identified.  

Because of the fundamental evaluation problem, the causal effect of receiving treatment r  

and not receiving treatment s  for an individual i  

  s
i

r
i YY −  

is not ascertained. The parameter of interest in our case is the Average Treatment Effect on 

the Treated (ATT) 

)|( rDYYE sr =−  

which is the expected difference in the outcomes for a person randomly drawn from the 

subpopulation of participants in programme r . D  indicates the received treatment.  

The ATT can be estimated by the difference of labour market outcomes of participants in r  

and of the control group participating in s : 

),|()|()|(, XsDYErDYErDYYE srsrsr
ATT =−===−=τ  

if the assumption holds that given the characteristics X , the programme started by a 

particular individual does not reveal any information on her potential outcomes: 

  XDY r |  r∀ . 

Exact matching on all covariates is not feasible due to a dimensionality problem (‘curse of 

dimensionality’). We apply the propensity score as a balancing score, which means that we 



 93 

match on the probability to participate in the treatment r  and not s , given X  estimated by a 

probit model for participants in treatments r  and s . Rosenbaum and Rubin (1983) show that, 

if potential outcomes are independent of treatment conditional on covariates X , they are also 

independent of treatment conditional on a balancing score )(Xb . 

A further requirement is the existence of a common support 1)|(0 <=< XrDP  which means 

that persons with the same X  values have a positive probability of being both participants in 

r  as well as in s (Lechner, 2000). Furthermore, the distributions of the probabilities of 

participating in r  for participants in r  and for participants in s  r)r|X,DP(D ==  and 

s) r|X,DP(D == have to overlap. The ATT is only identified, if for any given value of 

)rr|X,DP(D ==  there are individuals receiving treatment s  with the same value of the 

propensity score s)r|X,DP(D ==  (Frölich, 2004). 

The consideration of the effect for single individuals requires that both, the probability of 

participating and the effect on the labour market performance of an individual, is not 

influenced by the participation decision of other individuals (stable unit treatment value 

assumption) (Sianesi, 2004). There is certainly reason to question this assumption in our 

context, since a large number of individuals is treated. On the other hand, this is not too 

critical when comparing different types of One-Euro-Jobs, because treatment and 

counterfactual world are similar (Frölich, 2004). 

As participants are not randomly assigned, the groups of participants in r  and s  differ and 

probably also the effects of treatment r  and s  and the treatment effects on the treated are not 

symmetric (Lechner, 2000): 

)]|()|([()|()|( sDYEsDYErDYErDYE rssr =−=−≠=−= . 

Therefore, we compare treatments r  and s  in both directions. 
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4.6 Data and implementation 

We make use of particularly rich administrative data from the German Federal Employment 

Agency containing information on individual characteristics, programme characteristics and 

labour market outcomes of individuals. The data sources are displayed in Table 4-1. We use 

the total inflow into One-Euro-Jobs from February to April 2005 of individuals, who were 

both registered as unemployed and receiving UB II on 31st January 2005, as the treatment 

group. We only consider unemployed aged 15 to 62 years, since older UB II recipients rarely 

enter One-Euro-Jobs, and we want to avoid keeping persons in the sample who enter their 

old-age pension within the observation window. The potential controls stem from a 20 % 

random sample of UB II recipients, who were unemployed on 31st January 2005 and who did 

not start a One-Euro-Job from February to April 2005.41

The information on the characteristics of participants and non-participants before (potential) 

programme start is used to estimate the propensity score. Rich information on the 

characteristics of individuals helps diminish the selectivity of programme assignment and to 

make it likely that causal effects can be identified (Heckman et al., 1998). We observe 

information on sociodemographic characteristics, such as age, family status, education, 

migration background and health status. The labour market history is covered by variables 

such as periods of (non-)employment and benefit receipt, previous participations in ALMPs 

 For the control group members, 

naturally no programme start is available over this period. Therefore, we computed a random 

programme start for the controls such that it follows the distribution of programme starts of 

the treatment group over these months and excluded those controls, who exited from 

unemployment before the calculated random programme start (Lechner, 1999). The sample 

sizes for men and women in East and West Germany are large, encompassing 50,000 and 

more potential controls and at least 9,000 treated per group (Table 4-2). 

                                                 
41 As we use only a sample of the stock of unemployed for the control group and the total inflow into One-Euro-
Jobs for the treatment group, we use inverse sampling probabilities as weights when estimating the propensity 
score for participating compared to waiting. 
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and information on the last job. In contrast to most evaluation studies, we additionally have 

the information just described not only for the persons in the sample, but also for members of 

their needy household. Hence, our set of covariates that potentially determines the propensity 

score is richer than that of many other comparable studies. We included regional information 

on the labour market, such as dummy variables reflecting a classification of the labour market 

situation developed by Rüb and Werner (2008) and further information at the district level. 

Table 4-3 displays descriptive statistics for the variables used for the analyses. The exact 

specification of covariate sets for the probit estimations differs over the subgroups. First of 

all, some variables (e.g., dummy variables for age groups) have to be defined in a broader 

way for smaller sample sizes. Second, a number of covariates are not important for the 

selection and have been deleted. In all cases we estimated a probit model with a full variable 

set and tested whether groups of variables, e.g., binary variables for the last monthly earnings 

or the last economic sector were jointly insignificant.42

To analyse programme heterogeneity, we estimate the ATT for three groups by planned 

duration (>0 to ≤ 4 months, > 4 to ≤ 8 months, >8 to 12 months) and by weekly working 

hours (1 to 20, 21 to 29, 30 to 40). The numbers of observations for these subgroups are still 

large, ranging from more than 800 to 15,000 (Table 4-2). Most One-Euro-Jobs in our sample 

have a planned duration of more than four to eight months and a working time of 30 hours per 

week. 

 Given this large variety of covariates, 

which is available for the estimation of the propensity score, we are confident that the 

conditional independence assumption holds. 

We investigate the effect of participation on the probability of being regularly employed (i.e. 

unsubsidised contributory employment) at the beginning of each month after programme start 

and on the cumulated months in regular employment in months 1 to 12, 1 to 28 and 13 to 28 

after programme start. The results displayed here are based on radius caliper matching. We set 

                                                 
42 To save space, the probit estimations are not displayed here, but are available on request. 
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the calipers by estimating the 99th percentile of the differences between the propensity score 

of treated and controls (in x’β) resulting from nearest neighbour five-to-one matching with 

replacement. The implemented calipers for matching can be found in Table 4-4. 

4.7 Results 

4.7.1 Programme selectivity  

Descriptive statistics in Table 4-3 confirm the results of previous studies on the participant 

structure of One-Euro-Jobs: Unemployed aged younger than 25 years are overrepresented in 

One-Euro-Jobs (Hohmeyer and Kopf, 2009; Wolff and Hohmeyer, 2006). Except for this, 

One-Euro-Jobs do not particularly focus on intended target groups. Neither foreigners, nor 

unemployed persons without vocational degrees nor those who have not been employed for 

several years are particularly targeted.  

Case managers may place different types of unemployed in different programme types which 

might influence the effectiveness of programme types. E.g., case managers may be inclined to 

arrange a longer participation with hard-to-place benefit recipients. Thus, for the 

interpretation of our results it is important to know about selectivity of different programme 

types. We analyse selectivity by descriptive analyses and the probit estimations which we 

used in order to balance treatment and control groups for the pairwise comparisons of 

programme types (partly displayed in Table 4-3). We find that selectivity among the different 

programme types is not particularly strong except for age effects and to some extent for 

regional effects. Young unemployed people are overrepresented in One-Euro-Jobs with a 

rather short planned duration of up to four months, whereas unemployed persons older than 

50 years tend to start a One-Euro-Job with a comparatively long duration (except for women 

in West Germany) (Table 4-3). The comparatively short lengths of participation for young 

unemployed could be caused, e.g., by the more frequent use of the programme as a work test 

for this age group, better employment prospects (avoidance of lock-in effects) or by the 
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special requirement for young unemployed people not to be registered continuously as 

unemployed for more than three months (Federal Employment Agency, 2006b). Participation 

in a short One-Euro-Job (with at least 15 hours per week) is sufficient to interrupt registered 

unemployment.  

The importance of regional characteristics may not only mean that the regional labour market 

is taken into account, but it may also indicate that the programme design to some extent is 

determined at the regional level and that case managers are limited to the available One-Euro-

Jobs. In East Germany, One-Euro-Jobs have a longer planned duration in regions with less 

favourable labour market conditions measured in terms of a lower vacancy-unemployment 

rate. This suggests that One-Euro-Jobs are used as a surrogate for regular employment in East 

Germany, as found for traditional job creation schemes in the 1990s.43

 

 

Further insight into programme selectivity can be gained by comparing the employment 

probability of potential and matched controls (Table 4-5). In general, participants are a 

positive selection of the stock of the unemployed as the share of matched controls that holds a 

regular job 28 months after programme start is higher than the share among all control 

individuals (except for men in East Germany). This again confirms the results on the lacking 

focus of One-Euro-Jobs on hard-to-place individuals found in selectivity analyses (Hohmeyer 

and Kopf, 2009). 

Those with worse labour market prospects are on average placed to One-Euro-Jobs with a 

longer planned duration (except for men in West Germany). The unemployed participating in 

a One-Euro-Job with 30 hours or more per week are slightly worse risks than those in the 

other two groups indicating that One-Euro-Jobs with 30 hours per week and more are rather 

used for those with more severe difficulties in finding a job than as a work test. 

                                                 
43 On the other hand, a high vacancy-unemployment-ratio could also be an indicator for labour market mismatch. 
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The moderate selectivity among the different programme types indicates that case managers 

did not respond to (observable) personal characteristics at the beginning of 2005. This is not 

particularly surprising, given the large number of participants in the demanding introduction 

period of SC II. 

4.7.2 Matching quality 

Common support 

For propensity score matching, we have to assume that a common support exists. In Figure 4-

1 it becomes obvious that the distributions for control and treatment group for men and 

women in East and West Germany are quite similar. We also find that the distributions of the 

propensity score of treatment and control groups are very similar for the ‘waiting’ groups and 

the subgroups of participants in various programme types.44

 

 For the pairwise comparisons, 

differences in the shape of the distribution of the propensity score can be observed in some 

cases, but nevertheless there is sufficient mass among non-participants for regions of the 

propensity score with mass among participants. 

Balancing of the covariates 

The mean standardised absolute bias (MSB) measures the distance in the marginal 

distribution of the covariates.45

                                                 
44 Given the large number of results, the distributions of the propensity scores are not displayed here, but they are 
available on request. 

 For the estimations of effects compared to waiting, the bias 

ranges from about 7 to 17 % before matching (Table 4-6). After matching, the mean bias 

decreases considerably to values between 0.3 and 2 %. Hence, the balancing of the covariates 

appears to work well. Concerning the pairwise estimation of effects, the bias before matching 

ranges from 5.5 to 11 %. It became obvious in the analysis that the level of working hours is 

45 For a single covariate the standardised bias formula is  

|)]()([5.0/)(|100 controlcontroltreat XVXVXX
treat

+⋅−⋅ , where treatX  represent the covariate for 

the treated population and controlX for the control population. The MSB is the arithmetic mean of such biases 
over all covariates. 
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to some extent determined on a regional level and that not all levels of working hours are 

sufficiently prevalent in all districts. Thus, the inclusion of all regional information as 

displayed in Table 4-3 on a district level in the pairwise estimation led to mean standardised 

absolute biases, which in two cases exceeded the value of five: Men and women in East 

Germany working up to 20 hours compared to 21 to 29 hours. For that reason, I had to try 

different sets of covariates and finally reduced the large number of regional variables, while 

still assuring that the influence of the regional labour market on the potential outcomes is 

covered. For the pairwise estimations we rely, therefore, on the classification of regional 

labour markets by Rüb and Werner (2008) which exploit several issues of information such as 

the gross domestic product per capita, the unemployment rate and the share of UB II 

recipients among all benefit recipients. Given that Rüb and Werner (2008) aggregate districts 

with similar labour market conditions to twelve district types, balancing can be achieved more 

easily without losing too much information on the regional labour market. The bias after 

matching using the reduced set of regional variables is less than 2.5. 

As another indicator for match quality, the Pseudo-R2 of the probit estimations before and 

after matching is displayed in Table 4-7. As expected, Pseudo-R2 after matching is smaller 

than before, because covariates no longer explain the participation probability. Pseudo-R2 

after matching does not exceed 0.01 in any of the estimations, which can be regarded as 

sufficiently small. 

We also calculated t-tests on means of single covariates: The differences between treatment 

and control group in the covariates are not significant after matching in the majority of cases. 

The results are not displayed here but they are available on request. 

 

Robustness and sensitivity of results 

We used different matching methods to check the robustness of results. We estimated the 

effects using nearest neighbour matching with five neighbours and replacement and radius 
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caliper matching with two different calipers by estimating the 90th and 99th percentile of the 

differences between the propensity score of treated and controls resulting from nearest 

neighbour matching. Nearest neighbour matching performed slightly worse in terms of 

matching quality than radius caliper matching, whereas radius caliper matching using the two 

different calipers achieved a sufficient and similar matching quality. However, results are 

robust across the different matching algorithms.46

4.7.3 Overall effects of participation 

 

Do One-Euro-Jobs improve employment prospects of participants? To answer this question, it 

is necessary to observe the labour market performance of participants and of the control group 

for a sufficient period of time after programme participation. We observe the employment 

status for 28 months after programme start, which is significantly longer than previous 

studies, that observe the employment status for the first 20 (Hohmeyer and Wolff, 2007) and 

12 months (Huber et al., 2009; Thomsen and Walter, 2010) after programme start, 

respectively. 

Table 4-8, Table 4-9 and Figure 4-2 show the Average Treatment effects on the Treated of 

participating in a One-Euro-Job on the probability of having a regular job and on cumulated 

months in a regular job for men and women in East and West Germany. In the short run, we 

observe lock-in effects: Participants have a lower probability of being regularly employed of 

up to four percentage points than non-participants and they spend roughly 0.2 months less in 

regular employment than comparable non-participants in the first year after programme start 

                                                 
46 To check sensitivity of results to a potential bias, I calculated Rosenbaum bounds (Rosenbaum, 2002). 
Unfortunately, Rosenbaum bounds are only implemented in Stata for nearest neighbour matching with one 
neighbour and without replacement (Becker and Caliendo, 2007), which is not appropriate in the case of 
pairwise matching, when control groups are small compared to treatment groups. However, I computed the 
Mantel-Haenszel statistic for the four broad groups of men and women in East and West Germany (Becker and 
Caliendo, 2007). Results are available on request. 
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(Table 4-9).47

Participants start to catch up in the second year after programme start: The effect on 

cumulated employment during months 13 to 28 after programme start becomes insignificant 

for women in East Germany and West German men and even positive for West German 

women (0.3 months). Only for East German men, the effects stay significantly negative for 

the months 13 to 28. 

 Lock-in effects are strongest at around four to six months after programme start 

and begin to decrease afterwards reflecting that most programme participations last up to six 

months (Figure 4-2). One year after programme start, participants still have a lower 

probability of being employed than comparable non-participants (except for West German 

women, for whom the effect is not significant) (Table 4-8). 

We observe small positive effects for women in West Germany starting 16 months after 

programme start. The effects increase and female participants in West Germany have a three 

percentage points higher probability of being employed than comparable non-participants at 

the end of the observation window. The effects for men in West Germany and women in East 

Germany become positive around two years after programme start. We observe positive 

effects for women in East Germany 28 months after programme start (0.6 percentage points) 

and for men in West Germany (1.3 percentage points) whereas effects for men in East 

Germany are not significant. The results are in line with Bergemann and van den Berg (2007), 

who find in their survey of evaluation studies on various ALMPs that women have larger 

treatment effects than men, particularly when female labour market participation is low. 

Overall, One-Euro-Jobs contribute to leading unemployed (back) to regular employment at 

around two years after programme start (except for men in East Germany). Nevertheless, 

effects are small with up to three percentage points, particularly compared to subsidised 

private sector employment (Jaenichen and Stephan, 2009; Wolff and Jozwiak, 2007). 

                                                 
47 Overall, East German men and women in our sample spend on average two to three months in regular 
employment within the 28 months after programme start, whereas men and women in West Germany are on 
average regularly employed for three to four months in that period. 
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4.7.4 Effects by planned duration 

The ATTs on the cumulated months and the share in regular unsubsidised employment for 

three different categories of One-Euro-Jobs according to planned length of participation (≤4 

months, > 4 to ≤8 months, >8 to 12 months) are displayed in Table 4-8, Table 4-9 and in 

Figure 4-3. 

Regarding the short-term employment effects of One-Euro-Jobs within the first year after 

programme start, we find that longer participations with a planned duration of more than four 

months lead to stronger lock-in effects than shorter participations (Figure 4-3). The 

differences in effects for the different programme types compared to ‘waiting’ are larger in 

West than in East Germany reflecting the better labour market conditions in West Germany. 

Whereas no lock-in effects exist for participations up to four months one year after 

programme start, negative effects can still be observed for the longer participations for the 

most part (Tables 4-7 and 4-8). This short term advantage of short programmes is affirmed by 

the pairwise comparisons, although not all effects are significant. Participation in a short One-

Euro-Job leads to 0.2 to 0.4 months more in regular employment during the first year after 

programme start compared to participation in a longer programme (Table 4-9).  

The medium-term effects of different lengths of One-Euro-Jobs are best discussed separately 

by group against the background of the general treatment effects for the particular group. We 

do not observe positive treatment effects for men in East Germany in general, but negative 

effects in the short run and zero effects in the medium term (as discussed in section 4.7.3). 

Looking now at the different lengths of participation, we find zero effects for those 

participating in a One-Euro-Job with a duration up to eight months and negative effects for 

participations longer than eight up to twelve months on the chance of being in regular 

employment 28 months after programme start. The better performance of short programmes is 

affirmed in the pairwise comparisons, although not all the effects are significant, as well as 

when looking at the cumulated months in regular employment. Thus, participation does not 
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help men in East Germany with respect to employment chances and longer treatments tend to 

perform worse than short ones. 

Small employment effects occur two years after programme start for women in East Germany 

in general, which is also true for different categories of One-Euro-Jobs according to 

programme length. There are no significant differences in the pairwise comparisons. 

Furthermore, we observe small positive effects on the probability to hold a regular job two 

years after programme start for men and women in West Germany in general. Looking now at 

different lengths of participation, we find zero effects for short participations up to four 

months and positive effects for longer participations compared with waiting. For men, 

employment effects compared with waiting are slightly larger for participations with more 

than eight up to twelve months than for One-Euro-Jobs with a length of more than four to 

eight months. This indicates that longer One-Euro-Jobs catch up in the long term. However, 

in pairwise comparisons effects are not significant. Like Stephan and Pahnke (2008), we find 

that shorter programmes tend to perform better with respect to cumulated months in 

employment starting in the first month after programme start and that the disadvantage of 

longer participations decreases over time. To assess whether longer programmes outrun short 

ones over time, a longer observation period would be desirable.  

4.7.5 Effects by working hours 

Table 4-8, Table 4-9 and Figure 4-4 show the ATTs on the probability to hold a regular job 

and on the cumulated months in regular employment for the three categories of working hours 

(1 to 20, 21 to 29 and 30 to 40 hours).  

Other than expected no clear short-term correlation between working hours and effectiveness 

can be observed (Figure 4-4). We find no evidence that working hours increase lock-in 

effects. So, can we now conclude that working hours do not matter for job search intensity 

and lock-in effects? Are lock-in effects rather caused by a lack of motivation than by a lack of 
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time available for job search? This is only one possible explanation among others. An 

alternative explanation is that the level of working hours does not indicate the amount of time 

left for job search, because a lower level of working hours comes along with a higher amount 

of further liabilities of the unemployed (such as child care). Furthermore, there may be several 

mechanisms at work related to a higher level of working hours like lock-in effects interacting 

with treatment effects in the sense that a more intensive treatment rapidly leads to treatment 

effects, which just neutralise lock-in effects. Moreover, we cannot say whether One-Euro-

Jobs with a higher level of working hours are more often used as a work test and to what 

extent threat effects play a role. Furthermore, it could be the case that for our group consisting 

to a large extent of long-term non-employed already a One-Euro-Job with 20 hours interferes 

with job search. 

We observe a correlation between working hours and treatment effects only for women in 

East Germany: One-Euro-Jobs with a medium level of working hours (21 to 29) perform best 

in comparison to waiting as well as in the pairwise comparison 12 and 28 months after 

programme start in terms of employment chances (Table 4-8). As effects are confirmed in the 

pairwise comparisons, selection effects cannot (entirely) explain the advantage of One-Euro-

Jobs with 21 to 29 hours, but also programme type effects are at work. One possible 

explanation for the better performance of One-Euro-Jobs with a medium level of working 

hours is that working only 20 hours or less is not enough for this group to achieve a sufficient 

treatment effect and labour force attachment, whereas working more than 29 hours does not 

leave enough time for participants to search for a (good and stable) job. A further possibility 

is that One-Euro-Jobs with a working time of 21 to 29 hours are better jobs than those with 30 

hours or more. One-Euro-Jobs often have a working time of exactly 30 hours per week, thus a 

weekly working time of 30 hours could indicate a ‘standard’ One-Euro-Job with a large 

number of participants (such as in a buyback centre), whereas a lower level of working hours 

could hint at an individual arrangement and a more suitable One-Euro-Job. 
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For the other three groups, differences between different types of One-Euro-Jobs according to 

working hours are only small. One-Euro-Jobs with a working time of less than 30 hours per 

week lead to zero employment effects for men in East Germany, whereas One-Euro-Jobs with 

30 hours or more have a small negative effect of 0.8 percentage points (regarding both 

employment outcomes). East German men in a One-Euro-Job of 30 hours or more would 

have benefited from participating in a One-Euro-Job of up to 20 hours. Thus, we again find 

that One-Euro-Jobs do not increase employment prospects of East German men and more 

treatment leads to worse employment effects for them. In West Germany we do not find 

significant differences in the pairwise comparisons between the different types of One-Euro-

Jobs according to the level of working hours. For women in West Germany, we observe 

positive effects on the employment rate for all types of One-Euro-Jobs which are largest for 

those participating in a One-Euro-Job of 21 to 29 hours at 4.1 percentage points compared to 

3.1 and 2.4 percentage points for the other categories. 

4.8 Summary and conclusion 

When introducing One-Euro-Jobs as a tool of activation, legislation set only key features of 

the scheme: One-Euro-Jobs have to be of public interest and additional in order to prevent 

crowding out regular jobs. Participation in a One-Euro-Job is only temporary and should only 

be applied, if no other opportunity like regular employment, further training, vocational 

training, or other programmes, is available or suitable. In terms of further aspects, such as 

exact duration and weekly working hours regional actors have considerable leeway. This 

paper investigates how flexible programme aspects are associated with effect heterogeneity. 

One-Euro-Jobs of different planned duration and weekly working hours are compared 

applying propensity score matching. First, effects of participation are estimated for the 

different types of One-Euro-Jobs compared to non-participation (‘waiting’) to learn how the 
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different programme types affect the labour market prospects of participants. Then, the types 

are also compared directly to control for selectivity effects.  

The following conclusions can be drawn: First, lock-in effects increase with length of 

programme participation, whereas we find no clear relationship between working hours and 

lock-in effects. Little is known on the emergence of lock-in effects in economic research so 

far. The results at hand suggest that lock-in effects are not only caused by time restrictions for 

job search but also by motivation. However, also others mechanisms could be at work. 

Second, participation does not help men in East Germany, and longer and more intensive 

treatments even harm them in terms of employment prospects. Following these results for up 

to 28 months after programme start, a reallocation of participants for this group might 

improve effectiveness. It would be better to let those who participated in long One-Euro-Jobs 

lasting for more than 4 up to 12 months participate in a short One-Euro-Job of a length of four 

months or less. Also, those whose treatment encompasses an average working week of 30 

hours and more would preferably be treated by One-Euro-Jobs with a shorter working time up 

to 20 hours per week. Following this line of argumentation, the effectiveness of the 

programme can also be improved by treating some of the East German women who work for 

30 to 40 hours in One-Euro-Jobs by a One-Euro-Job with a 21 to 29 hours working week. 

Third, some results indicate that little treatment might not harm in terms of lock-in effects but 

it might also be too little to achieve positive treatment effects in the medium term. For men 

and women in West Germany in general, we find zero effects for short participations of up to 

four months, whereas positive effects can be observed for One-Euro-Jobs longer than four 

months 28 months after programme start. This indicates that the better short-term 

performance of short programmes comes at the cost of lacking treatment effects on 

employment outcomes in the medium term and that the disadvantage of longer participations 

decreases over time. 
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For future research, it would be worthwhile to look into the following: First, it might be 

sensible to observe the labour market outcomes of participants and control group for a longer 

period of time to gain more certainty about effects, particularly for different lengths of 

participation. It may be meaningful to simulate the effects of different allocations of 

participants with a longer observation period (as conducted in Wunsch and Lechner, 2008). 

Second, it would be interesting to gain information as to how far threat effects play a role. 

Third, more knowledge on the role of programme characteristics is desirable such as knowing 

the industry in which the One-Euro-Job is located. Furthermore, it might be worthwhile to 

compare One-Euro-Jobs to traditional job creation schemes to see whether the better 

performance of One-Euro-Jobs also holds in direct comparisons or whether it is driven by the 

particular groups of participants. 
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4.9 Tables and Figures 

Table 4-1: Data sources 

Data sources Attributes:  
Integrated Employment 
Biographies (IEB) 

Employment and unemployment history, information on 
last job (daily earnings, occupation), education and ALMP 
history 

Job-seeker data base (BewA) Family status, children, migration background, health 
status 

Unemployment Benefit II 
Receipt History (LHG) 

Household members and their characteristics, outcome  
‘Unemployment benefit II receipt’, age 

Regional Statistics of the 
Department of Statistics of the 
Federal Employment Agency 

Regional labour market characteristics (district level) 

Programme Datamarts Programme characteristics (working hours, planned length 
of participation) 

‘Verbleibsnachweise’ Outcome ‘contributory employment’ 

 

Table 4-2: Sample sizes of treated an potential controls 

  East Germany West Germany 
    Men Women Men Women 
Potential control group 
('waiting') 60,240 50,915 101,443 70,199 
Total sample of treated 21,217 19,064 20,891 9,413 
Planned duration     
 ≤  4 months 1,876 1,504 2,704 1,257 
 >4 to ≤ 8 months 14,044 12,578 12,732 5,510 
 >8 to ≤ 12 months 5,206 4,891 5,053 2,476 
Weekly working hours     
 1 to 20 3,884 3,809 2,294 1,529 
 21 to 29 2,118 1,688 1,708 858 
  30 to 40 15,065 13,433 16,225 6,684 

 



 109 

Table 4-3: Variable means for participants and controls 
  P NP d1 d2 d3 w1 w2 w3 
Age in years         
15-20 0.05 0.03 0.08 0.05 0.05 0.05 0.05 0.05 
21-24 0.16 0.05 0.21 0.16 0.13 0.18 0.18 0.16 
25-30 0.10 0.13 0.11 0.09 0.10 0.09 0.10 0.10 
31-35 0.10 0.13 0.10 0.10 0.10 0.10 0.10 0.10 
36-40 0.14 0.16 0.12 0.14 0.14 0.13 0.13 0.14 
41-45 0.16 0.17 0.15 0.16 0.17 0.16 0.15 0.16 
46-50 0.14 0.14 0.12 0.14 0.14 0.14 0.14 0.14 
51-57 0.15 0.18 0.11 0.15 0.16 0.16 0.14 0.15 
58-62 0.01 0.02 0.01 0.01 0.01 0.01 0.01 0.01 
Health status         
Impairment of health 0.12 0.15 0.12 0.12 0.12 0.11 0.14 0.12 
Nationality         
German without migration background 0.89 0.79 0.87 0.91 0.88 0.91 0.89 0.89 
German with migration background 0.04 0.05 0.04 0.04 0.04 0.03 0.04 0.04 
Turkish 0.02 0.06 0.03 0.02 0.03 0.01 0.02 0.02 
Former Soviet Union 0.02 0.03 0.03 0.02 0.02 0.03 0.02 0.01 
Other foreigners 0.03 0.08 0.04 0.03 0.04 0.03 0.03 0.03 
Missing 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Family Background         
No partner 0.64 0.58 0.68 0.63 0.65 0.64 0.67 0.64 
Partner, not married 0.10 0.09 0.10 0.10 0.09 0.10 0.10 0.10 
No children 0.68 0.66 0.72 0.68 0.68 0.66 0.69 0.69 
One child 0.16 0.17 0.15 0.17 0.16 0.18 0.17 0.16 
Two children 0.10 0.11 0.09 0.11 0.10 0.11 0.10 0.10 
Three and more children 0.05 0.06 0.04 0.05 0.05 0.05 0.04 0.05 
Education /training         
No secondary schooling degree/no vocational 
training 0.14 0.21 0.17 0.14 0.15 0.10 0.12 0.16 
Secondary school, no vocational training 0.20 0.21 0.23 0.19 0.20 0.16 0.18 0.21 
Secondary school, vocational training 0.28 0.25 0.26 0.29 0.26 0.29 0.28 0.28 
GCSE, no vocational training 0.05 0.05 0.06 0.05 0.06 0.05 0.06 0.05 
GCSE, vocational training 0.27 0.21 0.22 0.29 0.26 0.34 0.30 0.26 
A-levels, no vocational training 0.01 0.02 0.01 0.01 0.01 0.01 0.01 0.01 
A-levels, vocational training 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 
A-levels, college 0.02 0.03 0.02 0.02 0.03 0.02 0.02 0.02 
Cumulated duration of unempl., 02/2004 to 01/2005 
0 to 6 months 0.17 0.23 0.23 0.16 0.17 0.17 0.17 0.17 
7 to 9 months 0.16 0.12 0.18 0.16 0.17 0.17 0.16 0.16 
10 to 12 months 0.66 0.65 0.59 0.67 0.66 0.66 0.67 0.66 
Cumulated duration of unempl., 02/2000 to 01/2004 
0 months 0.07 0.12 0.09 0.06 0.07 0.06 0.06 0.07 
1 to 6 months 0.11 0.10 0.13 0.10 0.10 0.11 0.11 0.10 
7 to 12 months  0.12 0.11 0.14 0.12 0.12 0.12 0.12 0.12 
13 to 18 months 0.12 0.11 0.13 0.12 0.12 0.12 0.13 0.12 
19 to 24 months 0.13 0.11 0.12 0.13 0.13 0.12 0.13 0.13 
25 to 30 months 0.12 0.10 0.11 0.12 0.12 0.12 0.12 0.12 
31 to 36 months 0.12 0.10 0.10 0.12 0.11 0.12 0.11 0.12 
37 to 48 months 0.22 0.25 0.18 0.23 0.22 0.23 0.22 0.22 
Out-of-labour force during last year 0.24 0.29 0.32 0.22 0.23 0.22 0.23 0.24 
Note: P: participant; NP: non-participant; d1: planned length ≤  4 months; d2: planned length >4 -8 months; d3: 
>8 – 12 months, w1: 1-20 hours, w2: 21- 29 hours, w3: 30 and more hours per week. 
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Table 4-3 continued: Variable means for participants and controls 
  P NP d1 d2 d3 w1 w2 w3 

Cum. duration out-of-labour force 01/2000 to 12/2004 
0 months 0.38 0.33 0.28 0.40 0.37 0.40 0.37 0.38 
1 to 6 months 0.24 0.27 0.26 0.24 0.25 0.23 0.24 0.25 
7 to 12 months 0.09 0.09 0.11 0.09 0.09 0.09 0.10 0.09 
13 to 18 months 0.05 0.05 0.06 0.05 0.05 0.05 0.05 0.05 
19 to 24 months 0.05 0.04 0.06 0.05 0.05 0.05 0.05 0.05 
25 to 30 months 0.04 0.04 0.04 0.03 0.04 0.04 0.03 0.04 
31 to 36 months 0.04 0.03 0.05 0.04 0.04 0.04 0.04 0.04 
37 to 42 months 0.03 0.03 0.04 0.03 0.03 0.03 0.03 0.03 
43 to 60 months 0.08 0.12 0.11 0.07 0.08 0.07 0.08 0.08 
Cum. dur. of UI receipt, 02/2004 to 01/2005 
0 months 0.76 0.79 0.75 0.76 0.77 0.76 0.74 0.76 
1 to 3 months 0.07 0.06 0.07 0.07 0.07 0.07 0.07 0.07 
4 to 6 months 0.09 0.07 0.10 0.09 0.08 0.09 0.10 0.09 
7 to 9 months 0.05 0.04 0.05 0.05 0.05 0.05 0.06 0.05 
10 to 12 months 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 
Cum. dur. of UI receipt, 02/2000 to 01/2004 
0 months 0.30 0.40 0.36 0.29 0.32 0.29 0.29 0.31 
1 to 3 months 0.09 0.08 0.08 0.09 0.09 0.09 0.09 0.09 
4 to 6 months 0.16 0.13 0.16 0.16 0.15 0.16 0.15 0.16 
7 to 12 months 0.31 0.27 0.28 0.31 0.30 0.31 0.30 0.30 
13 to 18 months 0.11 0.09 0.09 0.11 0.11 0.11 0.12 0.11 
> 18 months 0.04 0.04 0.02 0.04 0.04 0.04 0.04 0.04 
Cum. dur. of UA receipt, 02/2004 to 01/2005 
0 months 0.22 0.29 0.29 0.21 0.23 0.21 0.21 0.22 
1 to 3 months 0.08 0.06 0.08 0.08 0.07 0.07 0.08 0.07 
4 to 6 months 0.11 0.08 0.11 0.12 0.11 0.11 0.12 0.12 
7 to 9 months 0.10 0.09 0.10 0.10 0.10 0.11 0.11 0.10 
10 to 12 months 0.49 0.48 0.42 0.50 0.48 0.49 0.49 0.48 
Cum. dur. of UA receipt, 02/2000 to 01/2004 
0 months 0.35 0.39 0.42 0.33 0.35 0.34 0.35 0.35 
1 to 6 months 0.11 0.09 0.11 0.11 0.10 0.11 0.11 0.11 
7 to 12 months 0.10 0.08 0.10 0.09 0.10 0.10 0.10 0.10 
13 to 18 months 0.09 0.08 0.08 0.09 0.09 0.09 0.08 0.09 
19 to 24 months 0.08 0.07 0.07 0.08 0.08 0.08 0.08 0.08 
25 to 30 months  0.08 0.06 0.06 0.08 0.07 0.08 0.07 0.08 
31 to 36 months  0.07 0.06 0.05 0.07 0.07 0.07 0.07 0.07 
37 to 42 months  0.06 0.06 0.05 0.06 0.06 0.06 0.05 0.06 
43 to 48 months 0.08 0.11 0.07 0.08 0.08 0.08 0.09 0.08 
UI ben. receipt, 31/12/2004 0.03 0.04 0.04 0.03 0.03 0.04 0.03 0.03 
UA ben. receipt, 31/12/2004 0.75 0.68 0.67 0.76 0.74 0.76 0.76 0.75 
Note: P: participant; NP: non-participant; d1: planned length ≤  4 months; d2: planned length >4 -8 months; d3: 
>8 – 12 months, w1: 1-20 hours, w2: 21- 29 hours, w3: 30 and more hours per week. 
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Table 4-3 continued: Variable means for participants and controls 
  P NP d1 d2 d3 w1 w2 w3 

Cumulated dur. of regular employment, 01/2000 to 12/2004 
0 months 0.44 0.46 0.43 0.45 0.44 0.46 0.41 0.45 
1 to 6 months 0.17 0.13 0.17 0.17 0.16 0.16 0.17 0.17 
7 to 12 months 0.10 0.09 0.11 0.10 0.10 0.11 0.11 0.10 
13 to 18 months 0.11 0.11 0.11 0.11 0.12 0.11 0.12 0.11 
19 to 24 months 0.06 0.07 0.06 0.06 0.06 0.06 0.06 0.06 
25 to 30 months 0.05 0.05 0.05 0.04 0.05 0.04 0.05 0.05 
31 to 36 months  0.03 0.04 0.03 0.03 0.03 0.03 0.03 0.03 
37 to 42 months 0.02 0.03 0.02 0.02 0.02 0.02 0.02 0.02 
43 to 60 months 0.01 0.03 0.01 0.01 0.01 0.01 0.01 0.01 
ALMP participation in last five years (yes) 
Job creation schemes 0.25 0.12 0.18 0.27 0.24 0.27 0.24 0.25 
Private employment subsidy 0.07 0.07 0.07 0.08 0.07 0.07 0.07 0.07 
Further vocational training 0.22 0.16 0.22 0.22 0.22 0.22 0.19 0.23 
Retraining 0.04 0.03 0.04 0.04 0.04 0.03 0.03 0.04 
Short-term training (classroom) 0.37 0.29 0.41 0.36 0.38 0.37 0.31 0.38 
Short-term training (practical) 0.11 0.07 0.11 0.11 0.09 0.10 0.11 0.11 
Start-up subsidy 0.01 0.02 0.02 0.01 0.01 0.01 0.02 0.01 
Private placement service, some tasks 0.05 0.04 0.05 0.05 0.04 0.05 0.04 0.05 
Private placement service, all tasks  0.06 0.04 0.07 0.06 0.05 0.06 0.05 0.06 
Other ALMP 0.10 0.05 0.12 0.10 0.09 0.10 0.11 0.10 
Time since end of last ALMP         
1 to 6 months 0.24 0.15 0.27 0.24 0.24 0.25 0.23 0.24 
7 to 12 months 0.16 0.11 0.16 0.16 0.15 0.16 0.16 0.16 
13 to 24 months 0.16 0.13 0.15 0.16 0.16 0.16 0.15 0.16 
> 24 months 0.44 0.61 0.43 0.43 0.45 0.43 0.46 0.44 
ALMP during last year 0.40 0.27 0.42 0.41 0.39 0.41 0.39 0.40 
Number of ALMP participations in the last five years 
no programme participation 0.23 0.40 0.25 0.22 0.25 0.22 0.26 0.23 
One 0.27 0.27 0.26 0.27 0.27 0.28 0.31 0.26 
Two 0.23 0.17 0.21 0.23 0.23 0.24 0.22 0.23 
Three 0.14 0.09 0.13 0.15 0.14 0.14 0.12 0.15 
Four  0.07 0.04 0.07 0.07 0.07 0.07 0.06 0.07 
Five and more 0.06 0.03 0.07 0.06 0.05 0.05 0.04 0.06 
Last professional status         
Blue-collar worker 0.36 0.35 0.37 0.36 0.36 0.32 0.35 0.37 
Skilled worker / foreman 0.16 0.16 0.15 0.16 0.15 0.15 0.16 0.16 
White-collar worker 0.13 0.14 0.12 0.12 0.16 0.13 0.13 0.13 
Part-time 0.20 0.17 0.16 0.22 0.18 0.25 0.21 0.20 
No job yet 0.15 0.18 0.19 0.14 0.15 0.15 0.14 0.15 
Size of last establishment         
1 to 20 employees 0.22 0.26 0.21 0.23 0.22 0.23 0.22 0.22 
21 to 50 employees 0.13 0.12 0.13 0.14 0.12 0.13 0.13 0.13 
51 to 100 employees 0.13 0.11 0.12 0.13 0.12 0.13 0.14 0.13 
101 to 200 employees 0.12 0.10 0.12 0.12 0.12 0.12 0.13 0.12 
201 to 400 employees 0.11 0.09 0.10 0.11 0.12 0.11 0.10 0.11 
> 400 employees 0.11 0.11 0.10 0.11 0.12 0.10 0.12 0.11 
Missing 0.03 0.04 0.03 0.03 0.03 0.03 0.03 0.03 
Note: P: participant; NP: non-participant; d1: planned length ≤  4 months; d2: planned length >4 -8 months; d3: 
>8 – 12 months, w1: 1-20 hours, w2: 21- 29 hours, w3: 30 and more hours per week. 
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Table 4-3 continued: Variable means for participants and controls 
  P NP d1 d2 d3 w1 w2 w3 

Last monthly real wage (deflated with CPI, 2000=100) 
Zero 0.03 0.05 0.03 0.03 0.03 0.03 0.03 0.03 
>0 to 500 € 0.05 0.05 0.07 0.05 0.05 0.06 0.06 0.05 
>500 to 1000 € 0.26 0.20 0.25 0.27 0.25 0.29 0.28 0.25 
>1000 to 1500 € 0.32 0.26 0.28 0.33 0.32 0.31 0.31 0.32 
>1500 to 2000 € 0.12 0.15 0.11 0.12 0.13 0.10 0.12 0.12 
> 2000 € 0.06 0.11 0.06 0.06 0.07 0.05 0.06 0.06 
Time since end of last contributory job         
1 to 6 months 0.13 0.10 0.13 0.13 0.12 0.12 0.13 0.13 
7 to 12 months 0.10 0.07 0.10 0.10 0.09 0.09 0.10 0.10 
13 to 24 months 0.18 0.15 0.18 0.18 0.18 0.19 0.18 0.18 
25 to 36 months 0.14 0.13 0.13 0.15 0.15 0.14 0.16 0.14 
37 to 48 months 0.10 0.11 0.09 0.11 0.10 0.11 0.10 0.10 
> 48 months 0.20 0.27 0.18 0.20 0.20 0.20 0.19 0.20 
Average duration of contributory jobs between 01/2000 and 12/2004 
1 to 6 months 0.26 0.21 0.28 0.26 0.25 0.27 0.28 0.25 
7 to 12 months 0.25 0.20 0.23 0.26 0.24 0.25 0.24 0.25 
13 to 18 months 0.13 0.12 0.11 0.13 0.14 0.13 0.13 0.13 
19 to 24 months 0.04 0.04 0.03 0.04 0.04 0.04 0.04 0.04 
25 to 36 months 0.03 0.04 0.03 0.03 0.03 0.03 0.03 0.03 
37 to 60 months 0.01 0.02 0.01 0.01 0.01 0.01 0.01 0.01 
Missing 0.13 0.19 0.12 0.13 0.14 0.13 0.13 0.13 
Number of contributory jobs in last five years 
One 0.41 0.36 0.39 0.42 0.40 0.43 0.41 0.41 
Two 0.23 0.20 0.22 0.23 0.23 0.22 0.24 0.23 
Three  0.06 0.06 0.06 0.06 0.07 0.06 0.07 0.07 
Four or more 0.01 0.01 0.02 0.01 0.01 0.01 0.01 0.01 
Minor employment, 31/01/2005 0.06 0.12 0.05 0.06 0.06 0.07 0.07 0.06 
Partner was unemployed between 01/2000 to 12/2004 for 
0 months 0.09 0.12 0.08 0.09 0.09 0.08 0.08 0.10 
1 to 12 months 0.09 0.10 0.09 0.09 0.09 0.08 0.08 0.09 
13 to 60 months 0.05 0.06 0.05 0.06 0.05 0.06 0.05 0.05 
25 to 30 months  0.02 0.03 0.02 0.02 0.02 0.02 0.02 0.02 
31 to 36 months  0.02 0.02 0.02 0.02 0.02 0.02 0.02 0.02 
37 to 42 months  0.02 0.02 0.01 0.02 0.02 0.02 0.02 0.02 
43 to 60 months  0.06 0.07 0.04 0.07 0.06 0.07 0.06 0.06 
No partner 0.64 0.58 0.68 0.63 0.65 0.64 0.67 0.64 
Partner information missing1 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
Partner not empl. or job-seeker in the last 5 years for 
1 to 12 months  0.08 0.09 0.06 0.08 0.07 0.08 0.07 0.08 
13 to 24 months 0.03 0.03 0.03 0.03 0.03 0.03 0.03 0.03 
25 to 30 months  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
31 to 36 months  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
37 to 42 months  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
43 to 60 months  0.12 0.15 0.12 0.11 0.12 0.10 0.11 0.12 
No partner 0.64 0.58 0.68 0.63 0.65 0.64 0.67 0.64 
Note: P: participant; NP: non-participant; d1: planned length ≤  4 months; d2: planned length >4 -8 months; d3: 
>8 – 12 months, w1: 1-20 hours, w2: 21- 29 hours, w3: 30 and more hours per week. 
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Table 4-3 continued: Variable means for participants and controls 
  P NP d1 d2 d3 w1 w2 w3 

Partner was regularly employed between 01/2000 to 12/2004 for 
0 months 0.20 0.24 0.18 0.20 0.20 0.19 0.18 0.20 
1 to 12 months 0.06 0.06 0.05 0.06 0.05 0.06 0.05 0.06 
13 to 24 months 0.04 0.05 0.04 0.04 0.04 0.04 0.04 0.04 
25 to 60 months 0.01 0.02 0.01 0.01 0.01 0.01 0.01 0.01 
31 to 36 months  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
37 to 42 months  0.01 0.01 0.01 0.01 0.01 0.01 0.01 0.01 
43 to 60 months  0.04 0.03 0.03 0.04 0.03 0.04 0.03 0.04 
No partner 0.64 0.58 0.68 0.63 0.65 0.64 0.67 0.64 
Partner education/training         
Secondary school, no voc. training 0.06 0.07 0.05 0.06 0.06 0.05 0.05 0.06 
Secondary school, vocational training 0.06 0.06 0.04 0.06 0.05 0.06 0.05 0.06 
GCSE or A-levels, voc. training or 
college 0.07 0.07 0.06 0.08 0.06 0.09 0.07 0.07 
No partner 0.64 0.58 0.68 0.63 0.65 0.64 0.67 0.64 
Partner without bak_id1 0.00 0.00 0.00 0.00 0.00 0.00 0.00 0.00 
No ieb_konto_id1 0.04 0.05 0.04 0.04 0.04 0.04 0.04 0.04 
Missing 0.08 0.10 0.07 0.09 0.07 0.09 0.08 0.08 
Regional information         
Local unempl. rate in 01/2005 18.44 17.12 17.46 18.84 18.01 18.65 16.54 18.72 
%age change in local unempl. rate in 
01/2005 10.94 12.81 12.30 10.89 10.43 10.70 9.71 11.08 
Percentage of LTU in 01/2005 36.54 36.20 34.42 37.02 36.31 36.15 35.00 36.87 
%age change of percentage of LTU in 
01/2005 -1.61 -1.43 -2.28 -1.26 -2.34 -2.00 -1.86 -1.53 
Vacancy-unempl. ratio in 01/ 2005 0.02 0.03 0.03 0.02 0.02 0.02 0.02 0.02 
%age change vacancy-unemployment 
ratio in 01/2005 -8.86 -9.48 -13.69 -9.01 -6.91 -16.75 -23.83 -5.24 
Cities in West Germany (WG) with 
average LM conditions 0.07 0.11 0.16 0.03 0.13 0.02 0.04 0.08 
Cities in WG with above-average LM 
conditions 0.02 0.03 0.04 0.02 0.02 0.05 0.02 0.02 
Rural areas in WG with average LM 
conditions 0.09 0.11 0.08 0.10 0.07 0.06 0.04 0.10 
Rural areas in WG with above average 
LM conditions and high seasonal 
dynamics 0.04 0.03 0.03 0.05 0.02 0.05 0.02 0.04 
Rural areas in WG, very favourite LM 
cond., seasonal dynamics, low LTU 0.03 0.03 0.04 0.02 0.03 0.03 0.05 0.02 
Rural areas in WG, very favourite LM 
cond. and low LTU 0.05 0.05 0.04 0.05 0.04 0.06 0.12 0.04 
Urban areas with average labour 
market cond. 0.07 0.11 0.14 0.08 0.03 0.10 0.04 0.07 
Rural areas with below average LM 
conditions 0.09 0.05 0.07 0.09 0.08 0.06 0.15 0.09 
Rural areas in East Germany with 
severe LM conditions 0.21 0.12 0.14 0.23 0.17 0.35 0.22 0.18 
Rural areas in East Germany with very 
severe LM conditions 0.09 0.07 0.05 0.12 0.04 0.06 0.02 0.11 
Looking for part-time job 0.04 0.07 0.05 0.03 0.05 0.05 0.04 0.04 
Note: P: participant; NP: non-participant; d1: planned length ≤  4 months; d2: planned length >4 -8 months; d3: 
>8 – 12 months, w1: 1-20 hours, w2: 21- 29 hours, w3: 30 and more hours per week. 

1 Personal identifiers are missing so that information on education and employment history are not available for 
partners in these cases. 
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Table 4-4: Calipers implemented for matching (in x’β) 

  East Germany West Germany 
  Men Women Men Women 
Overall vs. waiting 0.00050 0.00071 0.00059 0.00084 
     
Planned duration     
≤  4 months vs. waiting 0.00470 0.00260 0.00048 0.00130 
≤  4 months vs. >4 -8 months 0.00180 0.00220 0.00140 0.00530 
≤  4 months vs. >8 - 12 months 0.01900 0.04900 0.00400 0.00350 
     
>4 -8 months vs. waiting 0.00058 0.00072 0.00083 0.00110 
>4 -8 months vs. ≤  4 months 0.00960 0.02100 0.00560 0.00660 
>4 -8 months vs. >8 - 12 months 0.02700 0.00550 0.00250 0.00570 
     
>8 - 12 months vs. waiting 0.00039 0.00062 0.00077 0.00086 
>8 - 12 months vs. ≤  4 months 0.00650 0.01500 0.00330 0.00400 
>8 - 12 months vs. >4 -8 months 0.00170 0.00250 0.00220 0.00230 
     
Working hours     
1- 20h vs. waiting 0.00110 0.00140 0.00170 0.00097 
1- 20h vs. 21 - 29h 0.01000 0.01100 0.01100 0.02700 
1- 20h vs. 30 - 40h 0.00093 0.00150 0.00097 0.00590 
     
21 - 29h vs. waiting 0.00150 0.00079 0.00060 0.00250 
21 - 29h vs. 1- 20h 0.00840 0.00600 0.00700 0.00910 
21 - 29h vs. 30 - 40h 0.00200 0.00150 0.00098 0.00430 
     
30 - 40h vs. waiting 0.00061 0.00060 0.00063 0.00089 
30 - 40h vs. 1- 20h 0.00420 0.00350 0.00480 0.01300 
30 - 40h vs. 21 - 29h 0.13000 0.04100 0.00400 0.00760 
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Table 4-5: Regular employment rates of all controls, treatments and matched controls 28 months after programme start (in %) 

    East Germany West Germany 
  Men Women Men Women 

    
all 

controls  
matched 
controls treated 

all 
controls  

matched 
controls treated 

all 
controls  

matched 
controls treated 

all 
controls  

matched 
controls treated 

Total sample 16.7 17.1 16.9 12.5 13.7 14.3 20.3 24.0 25.3 16.7 20.4 23.4 
Planned duration             
 ≤ 4 months vs. waiting 16.7 20.4 19.5 12.5 15.6 15.9 20.3 24.8 25.1 16.7 20.4 21.9 
 ≤ 4 months vs. >4 -8 months 17.5 20.2 19.8 14.5 16.1 16.0 25.2 26.1 25.4 23.6 23.7 21.9 
 ≤ 4 months vs. >8 - 12 months 14.7 17.3 19.6 13.8 16.6 16.1 26.1 26.4 25.3 24.4 23.9 22.1 
                  
 >4 -8 months vs. waiting 16.7 17.3 17.3 12.5 13.6 14.4 20.3 24.0 25.2 16.7 20.4 23.5 
 >4 -8 months vs. ≤ 4 months 19.9 19.9 17.5 16.1 15.3 14.5 25.3 25.0 25.2 22.0 23.3 23.4 
 >4 -8 months vs. >8 - 12 months 14.7 15.4 17.4 13.8 14.4 14.5 26.1 25.5 25.2 24.4 22.3 23.6 
                  
 >8 - 12 months vs. waiting 16.7 16.4 14.6 12.5 13.2 13.7 20.3 23.1 25.9 16.7 21.0 24.3 
 >8 - 12 months vs. ≤ 4 months 19.9 17.1 14.7 16.1 15.1 13.9 25.3 24.9 26.0 22.0 22.4 24.4 
 >8 - 12 months vs. >4 -8 months 17.5 16.4 14.7 14.5 14.3 13.9 25.2 24.9 26.1 23.6 25.0 24.5 
                  
Working hours                 
 1- 20h vs. waiting 16.7 18.5 18.7 12.5 14.1 14.0 20.3 24.9 26.2 16.7 21.0 24.1 
 1- 20h vs. 21 - 29h 18.0 17.9 18.8 17.8 17.3 14.1 27.9 26.6 26.2 25.5 25.6 24.7 
 1- 20h vs. 30 - 40h 16.4 18.7 18.8 14.2 15.0 14.0 25.0 26.5 26.1 22.9 24.8 24.5 
                  
 21 - 29h vs. waiting 16.7 17.8 17.9 12.5 14.6 17.8 20.3 25.5 27.9 16.7 21.4 25.4 
 21 - 29h vs. 1- 20h 18.8 18.0 18.0 14.0 14.6 17.7 26.2 28.4 27.8 24.5 24.4 25.6 
 21 - 29h vs. 30 - 40h 16.4 17.5 17.8 14.2 15.9 17.8 25.0 26.8 27.8 22.9 24.0 25.2 
                  
 30 - 40h vs. waiting 16.7 17.0 16.2 12.5 13.4 14.1 20.3 23.7 25.0 16.7 20.4 22.8 
 30 - 40h vs. 1- 20h 18.8 17.8 16.4 14.0 14.1 14.3 26.2 24.1 25.0 24.5 24.2 23.0 
  30 - 40h vs. 21 - 29h 18.0 16.0 16.5 17.8 17.2 14.3 27.9 23.6 25.0 25.5 23.2 22.7 
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Table 4-6: Mean standardised absolute bias 

              East Germany West Germany 
  Men Women Men Women 
  before after before after before after before after 
    matching matching matching matching 
Total sample 8.06 0.39 7.11 0.36 9.69 0.28 11.44 0.41 
Planned duration         
 ≤ 4 months vs. waiting 16.84 1.63 11.66 1.31 12.01 0.42 11.66 0.52 
 ≤ 4 months vs. >4 -8 months 9.96 0.90 10.90 0.86 6.60 0.92 8.20 1.33 
 ≤ 4 months vs. >8 - 12 months 9.94 1.13 8.47 0.69 5.85 0.81 5.12 0.87 
          
 >4 -8 months vs. waiting 9.23 0.36 8.56 0.47 9.66 0.29 11.80 0.34 
 >4 -8 months vs. ≤ 4 months 9.96 1.64 10.78 1.68 6.60 1.10 8.20 1.61 
 >4 -8 months vs. >8 - 12 months 6.53 1.04 5.87 1.17 5.55 0.91 7.30 1.03 
          
 >8 - 12 months vs. waiting 7.53 0.48 8.86 0.48 10.36 0.47 12.74 0.51 
 >8 - 12 months vs. ≤ 4 months 9.94 1.10 8.47 1.32 5.85 0.82 5.12 0.81 
 >8 - 12 months vs. >4 -8 months 6.53 0.68 5.87 0.86 5.55 1.28 7.30 1.25 
          
Working hours         
 1- 20h vs. waiting 12.32 0.53 10.30 0.75 14.06 0.52 14.19 0.64 
 1- 20h vs. 21 - 29h 7.25 1.22 7.25 1.28 7.39 1.15 7.04 2.00 
 1- 20h vs. 30 - 40h 5.69 0.74 5.71 0.83 6.44 0.80 8.83 1.03 
          
 21 - 29h vs. waiting 11.49 1.36 12.10 1.04 13.85 0.67 15.99 0.69 
 21 - 29h vs. 1- 20h 7.25 1.22 7.25 1.29 7.39 0.82 7.04 1.21 
 21 - 29h vs. 30 - 40h 6.46 0.53 6.69 0.68 7.92 0.73 9.88 1.24 
          
 30 - 40h vs. waiting 7.69 0.29 7.60 0.37 9.03 0.24 12.01 0.42 
 30 - 40h vs. 1- 20h 5.69 1.10 5.71 1.28 7.25 1.55 8.83 1.49 
  30 - 40h vs. 21 - 29h 6.46 2.26 6.58 2.35 7.92 1.51 9.88 1.48 
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Table 4-7: Pseudo R2 before and after matching 
              East Germany West Germany 

  Men Women Men Women 
  before after before after before after before after 
    matching matching matching matching 

Total sample 0.097 0.000 0.088 0.000 0.105 0.000 0.114 0.000 
Planned duration         
 ≤ 4 months vs. waiting 0.149 0.003 0.112 0.003 0.097 0.000 0.099 0.001 
 ≤ 4 months vs. >4 -8 months 0.053 0.001 0.082 0.001 0.086 0.001 0.089 0.001 
 ≤ 4 months vs. >8 - 12 months 0.074 0.002 0.065 0.001 0.031 0.001 0.022 0.001 
          
 >4 -8 months vs. waiting 0.105 0.000 0.095 0.000 0.107 0.000 0.112 0.000 
 >4 -8 months vs. ≤ 4 months 0.053 0.004 0.081 0.004 0.086 0.002 0.089 0.003 
 >4 -8 months vs. >8 - 12 months 0.084 0.002 0.074 0.002 0.086 0.001 0.065 0.001 
          
 >8 - 12 months vs. waiting 0.078 0.001 0.077 0.000 0.097 0.000 0.107 0.001 
 >8 - 12 months vs. ≤ 4 months 0.074 0.002 0.065 0.003 0.031 0.001 0.022 0.001 
 >8 - 12 months vs. >4 -8 months 0.084 0.001 0.074 0.001 0.086 0.002 0.065 0.001 
          
Working hours         
 1- 20h vs. waiting 0.143 0.000 0.126 0.001 0.126 0.001 0.117 0.001 
 1- 20h vs. 21 - 29h 0.081 0.003 0.091 0.002 0.083 0.002 0.099 0.005 
 1- 20h vs. 30 - 40h 0.053 0.001 0.061 0.001 0.077 0.001 0.093 0.001 
          
 21 - 29h vs. waiting 0.191 0.003 0.153 0.002 0.116 0.001 0.121 0.001 
 21 - 29h vs. 1- 20h 0.081 0.002 0.091 0.002 0.083 0.001 0.099 0.003 
 21 - 29h vs. 30 - 40h 0.080 0.001 0.080 0.001 0.087 0.001 0.104 0.001 
          
 30 - 40h vs. waiting 0.082 0.000 0.078 0.000 0.096 0.000 0.112 0.000 
 30 - 40h vs. 1- 20h 0.053 0.002 0.061 0.002 0.078 0.002 0.093 0.003 
  30 - 40h vs. 21 - 29h 0.080 0.009 0.080 0.010 0.087 0.002 0.104 0.002 
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Table 4-8: ATT on regular employment, 12 and 28 months after programme start (in percentage points) 

 East Germany West Germany 
 Men Women Men Women 
  12 months 28 months 12 months 28 months 12 months 28 months 12 months 28 months 

Overall vs. waiting -0.9 *** -0.3  -0.6 ** 0.6 * -0.8 *** 1.3 *** -0.4  3.0 *** 
                 
Planned duration                 
≤  4 months vs. waiting -0.3  -0.9  0.5  0.3  0.0  0.4   1.0  1.5   
≤  4 months vs. >4 -8 months 1.7 ** -0.5  1.3  -0.1  1.4 * -0.7  1.9  -1.7  
≤ 4 months vs. >8 - 12 months 2.5 *** 2.3 ** 1.3  -0.6  1.2  -1.1  1.5  -1.8  
                 
>4 -8 months vs. waiting -1.3 *** 0.0  -0.8 *** 0.8 ** -1.1 *** 1.2 *** -0.1  3.1 *** 
>4 -8 months vs. ≤  4 months -2.9 *** -2.4 ** -2.2 ** -0.7  -1.6 * 0.2  -1.3  0.1  
>4 -8 months vs. >8 - 12 months -0.2  2.0 *** -0.1  0.1  1.2 * -0.3  2.4 *** 1.3  
                 
>8 - 12 months vs. waiting -1.2 *** -1.8 *** -0.8 ** 0.5  -0.8 * 2.8 *** -1.4 * 3.3 *** 
>8 - 12 months vs. ≤  4 months -3.2 *** -2.4 * -3.0 *** -1.3  -1.6 * 1.1  -2.0  2.0  
>8 - 12 months vs. >4 -8 months 0.0  -1.7 *** -0.2  -0.4  -0.1  1.2  -1.3  -0.6  
                 
Working hours                 
1- 20h vs. waiting -1.0 ** 0.1  -1.4 *** -0.1  -0.6  1.3  -1.2  3.1 *** 
1- 20h vs. 21 - 29h 0.7  0.9  -1.4  -3.2 ** -0.1  -0.4  -1.2  -0.9  
1- 20h vs. 30 - 40h 0.0  0.1  -1.4 *** -1.0  0.4  -0.4  -0.7  -0.3  
                 
21 - 29h vs. waiting -1.1 * 0.0  -0.1  3.2 *** -1.0  2.4 ** 0.1  4.1 *** 
21 - 29h vs. 1- 20h -1.3  0.0  2.1 ** 3.0 ** -1.3  -0.6  0.4  1.1  
21 - 29h vs. 30 - 40h -0.3  0.3  0.7  1.9 * -0.4  1.0  1.6  1.3  
                 
30 - 40h vs. waiting -1.3 *** -0.8 ** -0.5 * 0.7 ** -1.0 *** 1.2 *** -0.7  2.4 *** 
30 - 40h vs. 1- 20h -0.9 * -1.4 * 1.2 ** 0.2  0.2  0.8  -0.2  -1.2  
30 - 40h vs. 21 - 29h 0.7   0.5   -2.9 ** -2.8 * 0.7   1.4   0.1   -0.5   
* p<0.1, ** p<0.05, *** p<0.01                 
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Table 4-9: ATT on cumulated months in regular employment (in months) 

 East Germany   West Germany  
 Men  Women  Men  Women  

Months 1 to 12 1 to 28 13 to 28 1 to 12 1 to 28 13 to 28 1 to 12 1 to 28 13 to 28 1 to 12 1 to 28 13 to 28 
Overall vs. waiting -0.2 *** -0.3 *** -0.1 *** -0.2 *** -0.1 ** 0.0   -0.3 *** -0.2 *** 0.0   -0.2 *** 0.1  0.3 *** 
                                 
Planned duration                                 
≤  4 months vs. waiting -0.1  -0.2  -0.1   -0.1  0.0  0.1   0.0  0.1  0.1   0.0  0.4 * 0.4 ** 
≤  4 months vs. >4 -8 months 0.2 *** 0.3 ** 0.1   0.2 *** 0.3 * 0.1   0.3 *** 0.3 * 0.1   0.4 *** 0.4  0.0   
≤ 4 months vs. >8 - 12 months 0.3 *** 0.7 *** 0.4 *** 0.2 *** 0.2  0.0   0.3 *** 0.5 *** 0.1   0.4 *** 0.5 * 0.1   
                                 
>4 -8 months vs. waiting -0.2 *** -0.4 *** -0.1 *** -0.2 *** -0.1 ** 0.0   -0.3 *** -0.3 *** 0.0   -0.2 *** 0.1  0.4 *** 
>4 -8 months vs. ≤  4 months -0.4 *** -0.8 *** -0.4 *** -0.4 *** -0.6 *** -0.2   -0.3 *** -0.5 *** -0.2   -0.4 *** -0.6 * -0.2   
>4 -8 months vs. >8 - 12 months 0.0  0.2  0.2 ** 0.0  0.0  0.0   0.2 *** 0.2 * 0.1   0.2 *** 0.6 *** 0.4 ** 
                                 
>8 - 12 months vs. waiting -0.2 *** -0.5 *** -0.3 *** -0.2 *** -0.2 ** 0.0   -0.3 *** -0.1  0.2 ** -0.4 *** -0.2  0.2 * 
>8 - 12 months vs. ≤  4 months -0.3 *** -0.9 *** -0.5 *** -0.3 *** -0.6 *** -0.3 * -0.4 *** -0.5 ** -0.1   -0.4 *** -0.5 * -0.1   
>8 - 12 months vs. >4 -8 months 0.0  -0.2  -0.2 ** 0.0  -0.1  -0.1   -0.1 ** 0.0  0.1   -0.1  -0.4 * -0.2   
                                 
Working hours                                 
1- 20h vs. waiting -0.2 *** -0.3 *** -0.1   -0.2 *** -0.3 ** -0.1   -0.3 *** -0.3 ** -0.1   -0.3 *** -0.1  0.2   
1- 20h vs. 21 - 29h 0.0  0.1  0.1   0.0  -0.3  -0.3 ** 0.0  -0.3  -0.3   -0.1  -0.4  -0.3   
1- 20h vs. 30 - 40h 0.0  0.1  0.1   -0.1  -0.2 ** -0.2 ** 0.0  0.0  0.0   0.0  -0.1  -0.1   
                                 
21 - 29h vs. waiting -0.2 *** -0.3 ** -0.1   -0.2 *** 0.0  0.2   -0.3 *** 0.0  0.2 * -0.2 ** 0.3  0.5 ** 
21 - 29h vs. 1- 20h -0.1  -0.2  -0.1   0.1  0.3 * 0.3 * -0.1  -0.1  0.0   0.0  0.2  0.2   
21 - 29h vs. 30 - 40h 0.0  0.0  0.0   0.0  0.1  0.1   0.0  0.1  0.2   0.1  0.4  0.3   
                                 
30 - 40h vs. waiting -0.2 *** -0.4 *** -0.2 *** -0.2 *** -0.1 * 0.0   -0.3 *** -0.2 *** 0.0   -0.3 *** 0.0  0.3 *** 
30 - 40h vs. 1- 20h 0.0  -0.2 * -0.2 * 0.0  0.1  0.1   0.0  0.2  0.2   0.0  -0.2  -0.2   
30 - 40h vs. 21 - 29h 0.0   0.0   0.0   -0.2 ** -0.5 ** -0.3 * 0.1   0.1   0.1   0.1   0.0   -0.1   
* p<0.1, ** p<0.05, *** p<0.01                         
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Figure 4-1: Distribution of the propensity score 

 

Figure 4-2: ATT on regular employment (in percentage points) 
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Figure 4-3: ATT on regular employment compared to waiting by planned duration (in percentage points) 
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Figure 4-4: ATT on regular employment compared to waiting by working hours (in percentage points) 
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5 Direct job creation in Germany revisited: Is it effective for 
welfare recipients and does it matter whether participants 
receive a wage? 

5.1 Introduction 

Subsidising temporary, mainly public and non-profit sector jobs for unemployed people with 

severe difficulties of finding regular jobs is a widely used active labour market policy 

(ALMP). The goals of direct job creation include enhancing the employability and well-being 

of participants. Additional aims are integrating participants into regular jobs, providing public 

goods and relief work when unemployment is particularly high in specific periods, regions or 

occupations. Moreover, by offering such jobs public employment services (PES) can test a 

benefit recipient’s willingness to work.  

However, their effectiveness with respect to increasing employment prospects is a 

controversial issue. We investigate the impacts of three such direct job creation schemes on 

the labour market performance of German welfare recipients in the period shortly after the 

introduction of the ‘Basic Income Support for Job-Seekers’ (Social Code (SC) II) in 2005. 

The SC II introduced a system of mutual obligation in order to activate a broad group of 

benefit recipients, integrate them into the labour market and reduce their benefit dependency. 

Two of the regarded schemes subsidise contributory employment: traditional job creation 

schemes and work opportunities with a regular wage. The latter scheme is less restrictive in 

terms of subsidising commercial jobs and subsidy levels. The third alternative is a large-scale 

work opportunity scheme, where participants continue to receive their welfare benefit plus 

one to two Euros per hour worked to compensate them for additional expenses. Its popular 

name is therefore ‘One-Euro-Jobs’.  

There are two main issues that we focus on in our analyses: First, knowledge is scarce 

whether direct job creation paying a regular wage under a mutual obligation regime brings 

welfare recipients back to work and out of welfare receipt. For unemployment insurance (UI) 
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benefit recipients, in contrast, evidence on impacts on the participants’ performance in the 

labour market exists and is frequently not encouraging. Our central argument is that impacts 

of direct job creation might be different for welfare recipients, for whom such schemes 

operate under the new regime of mutual obligation since 2005. One reason might be that 

unemployed welfare recipients are on average harder to place. Therefore, their participation 

does not as strongly prevent them from taking up regular jobs and there is a far larger scope to 

improve their employability than for UI recipients with a better past employment record.  

Moreover, stronger job search obligations and lower restrictions on acceptable job offers 

under the mutual obligation regime might imply that gains in human capital during 

participation do not lead to much higher reservations wages, which would slow down impacts 

on the employment prospects of participants. Indeed, some recent evaluation studies for 

welfare recipients found that One-Euro-Job participation raises employment prospects for 

many groups of participants, though the impacts are usually not large (Hohmeyer, 2009; 

Hohmeyer and Wolff, 2007; Huber et al., 2009). This somewhat more promising results might 

be a consequence of the different participant groups as discussed above as well as time 

periods studied. But it might be as much a consequence of different programme designs of 

One-Euro-Jobs and traditional job creation schemes for UI benefit recipients. Our direct 

comparison of One-Euro-Jobs and traditional job creation schemes for welfare recipients can 

give some information about this issue.  

This leads us to the second major issue: Evaluation studies normally fail to assess why one 

programme works and another one does not. We can have a glimpse into the black box by 

comparing three very similar programmes differing only in a few aspects. One difference is 

that two of the three schemes pay a wage. Participants receiving a regular wage have lower 

incentives to engage in job search than participants receiving not much more than their 

welfare benefit while working. Our direct comparison of the schemes can shed some light on 

the role of incentives. 
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Furthermore, work opportunities in contributory jobs are less strict than the other schemes 

with respect to subsidising commercial jobs. Hence, we can investigate whether the 

possibility that treatment takes place in commercial jobs matters for the employment effects. 

The paper is structured as follows: Section 5.2 highlights major features of the three job 

creation programmes under review. In section 5.3 we discuss some theoretical considerations 

on the effects of the programmes. Section 5.4 recapitulates previous research on the 

effectiveness of these programmes in Germany (if available) as well as in other countries. The 

econometric methods are discussed in section 5.5. In section 5.6 we describe the 

administrative data that our study relies on. Section 5.7 provides the major results of our 

analysis. A summary of the major results and conclusions follow in the final section 5.8. 

5.2 Institutional framework 

As described in section 1.3, major reforms of the German unemployment benefit and welfare 

system came into force merging the former unemployment assistance (UA) and social 

assistance benefits to form the integrative welfare benefit ‘unemployment benefit II’ (UB II) 

for needy individuals capable of working. The reforms led to a stronger emphasis on 

activating welfare recipients who are capable of working. Three direct job creation 

programmes were made available for them: Traditional job creation schemes 

(‘Arbeitsbeschaffungsmaßnahmen’), work opportunities with an allowance for additional 

expenses (so-called One-Euro-Jobs or ‘Arbeitsgelegenheiten in der Mehraufwandsvariante’) 

and work opportunities in contributory jobs (‘Arbeitsgelegenheiten in der Entgeltvariante’). 

The schemes provide unemployed welfare recipients with subsidised jobs, which are mainly 

additional, of public interest and subordinate to regular employment, vocational training and 

other ALMPs (Federal Employment Agency, 2005). They were designed primarily for 

unemployed people with particularly low employment prospects. 
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Of these three programmes One-Euro-Jobs are by far the most important in terms of 

participants with more than 600,000 new participants per year between 2005 and 2008 (Table 

1-1) as well as in terms of programme expenditure (Table 5-1). The other two schemes are 

much smaller with an annual inflow of welfare recipients ranging from 26,000 to 62,000 

people over the same period. Below, the three programmes are briefly described. Table 5-2 

summarises key characteristics of the programmes. 

 

Job creation schemes (JCSs) 

JCSs (Art. 260-271 SC III) were introduced in 1969. In the 1990s and the early 2000s, they 

were one of the most widely used ALMPs for UI and UA benefit recipients (Hujer and 

Thomsen, 2006). Between 2005 and 2008, they were also available for UB II recipients. 

One primary goal of JCSs is relieving regional or professional labour markets with excess 

labour supply. Due to this goal, JCSs are more predominant in East than in West Germany, 

where the unemployment rate is lower. JCSs should provide unemployed people with 

temporary employment, if other policies are unlikely to achieve their re-employment in 

regular jobs and if they can only find work through a JCS (Federal Employment Agency, 

2004). Since 2004, stronger emphasis is placed on the goal of keeping up or increasing the 

employability of participants instead of integration into the regular labour market. 

Nevertheless, preference is still given to participations that are expected to raise re-

employment prospects of participants (Art. 260 (2) SC III). 

Jobs carried out have to be additional jobs of public utility. Participation is mainly organised 

by public sector or non-profit-making organisations to which the PES assigns participants. 

Jobs often take place in social services and agriculture and landscaping.48

Participants earn a regular wage while a monthly subsidy of 900 € to 1,300 € per participant 

depending on the qualification of participants is paid to the employers in case of full-time 

  

                                                 
48 Source: Department for Statistics of the Federal Employment Agency. 
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employment (Art. 264 SC III). The subsidies can be increased by up to 10 % due to specific 

characteristics of the job or of the regional (labour market) situation. Moreover, for specific 

costs of organising the participation an additional monthly subsidy of up to 300 € is possible.  

Subsidies can also be lower than the mentioned lump-sums. First, they should never exceed 

the gross wage of the participant. Second, in the case of part-time jobs the subsidy lump-sum 

is reduced accordingly. Third, for participants aged less than 25 years the subsidy and wage 

should maintain an incentive to enter vocational training. In other words, their wages should 

be lower than apprenticeship pay.49

The subsidised jobs are subject to social security contribution with the exception of UI and 

thus JCS participants cannot become eligible for UI benefit through participation. 

Participation usually lasts up to twelve months. If employers offer a permanent contract 

afterwards or if the tasks carried out are of particular importance to achieve goals of regional 

labour market policy, it can be up to 24 months. For participants aged 55 or older the 

maximum duration is even 36 months.  

  

 

One-Euro-Jobs (1EJs) 

1EJs were introduced in 2005 for UB II recipients (Art. 16d SC II).50

                                                 
49 According to statistics of the German Federal Institute for Vocational Education and Training the monthly 
apprenticeship pay was 529 € in East and 623 € in West Germany in 2005. 

 They have various aims 

(Federal Employment Agency, 2005). First, they should raise the employability of long-term 

unemployed persons and enhance their employment prospects. Furthermore, they aim at 

social integration of welfare recipients by providing them with a task and a daily routine. 

Moreover, they can be seen as a contribution to the provision of public goods by benefit 

recipients, who work for their UB II receipt. Finally, 1EJs are also a means of testing an 

unemployed individual’s willingness to work. Benefits can be cut temporarily, if a benefit 

50 A similar programme existed before for social assistance recipients with the ‘Help Towards Work’ (Hilfe zur 
Arbeit) scheme, for which no evaluation studies were conducted due to a lacking data base. The same holds for 
work opportunities in contributory jobs. 
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recipient refuses to start a 1EJ or does not complete a given participation without a good 

reason. 

Like JCSs, 1EJs have to be additional jobs of public utility (Art. 16d SC II). Participants 

receive an allowance of usually one to two Euros per hour worked in addition to their UB II. 

Jobs are not subject to social security contributions. A lump sum is paid to the organisation 

providing the 1EJ to cover the related costs. Participation is temporary and in 2005 usually 

lasted up to six months (Hohmeyer et al., 2006). Working hours can be designed variably to 

meet specific needs of participants. To ensure that participants have sufficient time to engage 

in job search, 1EJs are supposed to be part-time jobs with an average working time of no 

more than 30 hours per week. In the majority of cases, planned working time equals the upper 

limit of 30 hours per week (Department for Statistics of the Federal Employment Agency, 

2006, 2007). 1EJs often take place in the sectors of infrastructure improvement, 

environmental protection, landscaping and health and care (Department for Statistics of the 

Federal Employment Agency, 2009). 

1EJs should be created for unemployed persons with severe difficulties of finding a job. 

Nevertheless, the use as a work-test might lead welfare recipients with rather good 

employment prospects to participate. Moreover, young unemployed people under the age of 

25 years by law have to be placed to employment, vocational training or a 1EJ or work 

opportunities in contributory jobs without delay (Art. 3 (2) SC II), which implies that under-

25-year olds will often be chosen to participate in the programme even when they are not 

difficult to place in regular jobs. 

 

Work opportunities in contributory jobs (WOCJs) 

Like 1EJs, WOCJs (Art. 16d SC II) were introduced as a specific programme for UB II 

recipients in 2005. The goals of the programme are similar to the other two programmes, but 
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WOCJs focus more strongly on a permanent integration of participants into regular jobs 

(Federal Employment Agency, 2005). 

In contrast to the other two programmes, WOCJs do not necessarily have to subsidise 

additional jobs of public utility. Job centres can abstain from these two criteria if for instance 

they regard prospects of integrating a participant into the regular labour market as high. More 

than half of the WOCJs in 2007 and 2008 were in the sectors of infrastructure improvement, 

environment protection and landscaping (Department for Statistics of the Federal 

Employment Agency, 2008, 2009). 

A wage subsidy is paid to the employer. In contrast to JCSs, the level of the subsidy is not 

explicitly regulated, but should be comparable to similar subsidies and should be designed 

such that employers are compensated for the lower productivity of the worker. That makes it 

possible to bring participants into well paid jobs by means of a relatively high subsidy.51

Participants earn a regular wage in a contributory job. Before 2009, this included 

contributions to UI. Hence, in contrast to the previously discussed schemes participants could 

become eligible for a new entitlement to UI benefit, provided that programme participation 

helped them to pay such contributions for at least one year in the two years prior to their UI 

benefit claim. In order to prevent malpractice, WOCJ participation is restricted to a duration 

of less than twelve months. Of course, this does not prevent some participants from renewing 

their eligibility for UI benefits through a WOCJ participation combined with some 

sufficiently long previous or subsequent contributory employment. 

  

5.3 Theoretical considerations 

Participation in direct job creation schemes influences the labour market performance of 

welfare recipients in various ways (Calmfors, 1994). There might be beneficial effects leading 

to better employment prospects, higher earnings and in turn less need for income support. 

                                                 
51 From 2009 on, the Federal Employment Agency recommends that the subsidy should be designed according to 
the rules of traditional JCS (Federal Employment Agency, 2009). 
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First of all, job creation provides participants with some work experience. This may matter in 

particular for people who have been jobless for a very long period and who are no longer used 

to regular work schedules. Moreover, participants might receive both formal and informal 

training during participation. This increases their human capital, raises their competitiveness 

in the labour market and hence their prospects to successfully apply for some job offers and to 

remain in their new job. Next, participation signals a welfare recipient’s willingness to work 

to employers.  

But adverse effects can also arise: To start with, lock-in effects implying lower employment 

prospects for participants in the short term can occur (van Ours, 2004). Job search intensity 

often decreases during treatment since participants have less time or may be less motivated to 

search for a job. Even after participation is completed, the regular employment rate might be 

lower for participants. Many of them still have to search for a regular job for some time 

before they can catch up the initial disadvantage of the less intensive job search.  

Moreover, participation in the programmes could stigmatise participants rather than signal 

their willingness to work to employers. This could be the case for direct job creation schemes 

which are supposed to be used as a last resort for hard to place unemployed people. 

Overall, the sign of employment effects of direct job creation is not clear a priori. We would 

expect lock-in effects in the short run and potentially positive effects in the medium and long 

term. Presumably, these positive effects are more likely to emerge for hard to place 

unemployed persons, who are more likely to benefit from work experience and training in the 

schemes. Therefore, we argue that JCSs may be more beneficial for UB II than for UI 

recipients and that the different effects of JCSs and 1EJs in previous studies are to some 

extent caused by differences between the participant groups. Furthermore, employment 

effects might differ from effects on welfare dependency. If participants lower their reservation 

wages due to participation, they are likely to take up jobs with lower wages, which makes 

them less likely to leave welfare receipt. Consequently, the earnings effect is not clear a priori 
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either: The effect might be positive if participants are more likely to find a job, but this job 

might pay a lower wage than the jobs of non-participants. 

There are several reasons why the employment effects should differ for the three programmes: 

First of all, lock-in effects might vary due to differences in programme design. In case of 

JCSs and WOCJs, but not in 1EJs, participants receive a regular wage which can be 

considerably higher than the welfare benefit and which is not necessarily lower than wages in 

regular jobs. This might lead to a substantial disincentive to search and take up a regular job 

as long as participation continues. However, if the wages achieved do not tend to be (much) 

higher than the welfare benefit, it is rather the loss of time that matters for job search. 

Moreover, differences in lock-in effects might arise because programmes diverge with respect 

to the potential duration and working time. Average working hours and planned duration of 

participation can be higher for JCSs and for WOCJs than for 1EJSs. Longer duration and 

more intensive treatments could lead to a higher initial lock-in effect, but presumably later to 

a higher beneficial effect, once the participation is completed. Altogether, the lock-in effect 

should be more severe for participants in JCSs and WOCJs than for 1EJ participants. 

Second, medium-term employment effects of the schemes may also differ: In contrast to 1EJs, 

WOCJs and the JCSs are implemented relatively rarely. Therefore, job centres presumably 

put more effort into the selection of institutions organising these schemes. This could lead to a 

higher quality of treatment than for the large scale 1EJ programme. 

Furthermore, the types of subsidised jobs may matter. Only WOCJs can subsidise commercial 

jobs. Hence, participants in this scheme are presumably more likely than participants in the 

other programmes to continue working in the company where participation took place. 

Working in commercial jobs might also imply that participants improve skills with a higher 

net demand in the economy. For these reasons, the treatment by WOCJs might be more 

effective than participation in one of the other two schemes.  
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However, this could be counteracted by the possibility that WOCJ participants in our 

observation period could become eligible for UI benefit through participation. This might set 

work disincentives for participants (Sianesi, 2004). Furthermore, job centres might selectively 

place welfare recipients to WOCJs who can gain a sufficient UI contribution record to claim 

UI afterwards. These are likely to be people with relatively good employment prospects, who 

are less likely than hard-to-place unemployed people to improve their employability. 

Assuming that this counteractive effect is only relevant for a small group of people, we would 

expect smaller lock-in effects for 1EJs, but stronger medium term employment effects of JCSs 

and particularly WOCJs. 

5.4 Previous findings on direct job creation 

5.4.1 German evidence 

No micro evaluation studies for WOCJs exist so far. Relevant findings on the other two 

programmes are summarised briefly below. 

5.4.1.1 Traditional job creation schemes 

As JCS have been a major programme in the past, particularly after the German reunification, 

various studies on their effectiveness exist. Still, all existing studies analyse the effects for UI 

and UA benefit recipients and not a single one regards UB II recipients. We focus here on 

recent studies based on large administrative data sets that became available in the early 

2000s.52,53

                                                 
52 The first studies were conducted in the early 1990s, when administrative data of the relevant population were 
not available. Consequently, these studies are based on survey data with only relatively small samples allowing 
only analyses on a comparatively high level of aggregation, e.g., concerning the time of programme entry or 
programme types. Reviews of these early studies can be found in Fitzenberger and Speckesser (2000), Hagen 
and Steiner (2000), Hujer and Caliendo (2001), Hujer and Thomsen (2006) and Thomsen (2007). 

 In the subsequent years, several micro-evaluation studies of JCSs were conducted 

53 Furthermore, we focus on microevaluation studies, hence disregarding studies which analyse the scheme’s 
effects on the labour market. According to results of these regional panel data analyses, an increased intensity of 
JCSs tends to have adverse effects on the labour market. Following Hagen (2004), it reduces the long-term 
(regular) labour demand in East Germany. Hujer and Zeiss (2005) find an increased intensity of JCSs to reduce 
the efficiency matching function in West Germany. 



 133 

applying a statistical matching approach and comparing participants in the standard case with 

similar non-participants who are eligible for the programme (e.g., Caliendo, 2006; Caliendo et 

al., 2008a, b; Hujer and Thomsen, 2010; Stephan and Pahnke, 2008; Stephan et al., 2008; 

Wunsch and Lechner, 2008).54

To a large extent, the results of these studies imply adverse treatment effects on the treated: in 

the short run, strong lock-in effects on the employment rate of participants occur of up to 

more than 20 percentage points (Caliendo et al., 2008a; Hujer and Thomsen, 2010) and 

participants recover only slowly from the initial lock-in period (Wunsch and Lechner, 2008). 

Concerning medium-term effects, at best small positive effects on the regular employment 

rate can be found (Caliendo, 2006; Caliendo et al., 2008b; Stephan and Pahnke, 2008; 

Wunsch and Lechner, 2008). Compared to participation in other programmes as well, JCS do 

not lead to employment gains (Stephan and Pahnke, 2008; Wunsch and Lechner, 2008).  

 The bulk of the studies estimate the net impact of the 

programme on the participants’ probability of holding an unsubsidised contributory job at 

different points in time after programme start.  

Overall, the estimated JCS impacts on the employment performance of aggregate participant 

groups are certainly not promising. Several papers study whether specific groups of 

participants nevertheless benefit from participation in order to provide some hints for a more 

efficient implementation of JCSs. Caliendo and others (Caliendo, 2006; Caliendo et al., 

2008b) find treatment effects not to be significant for many subgroups, but in West Germany 

long-term (at least 12 months) unemployed men and women, highly qualified men and older 

women benefit from participation. In East Germany, effects on the regular employment rate of 

male and female participants with a short unemployment duration and for middle-aged 

women are negative, whereas there are small positive effects for long-term unemployed 

                                                 
54 The analyses of Caliendo, Hujer and Thomsen are based on different samples entering the programme between 
February 2000 and March 2001 (Caliendo, 2006; Caliendo et al., 2008a, b; Hujer and Thomsen, 2010). 
Furthermore, several studies use a particular database of the Federal Employment Agency called ‘TrEffeR’ 
(Stephan and Pahnke, 2008; Stephan et al., 2008). Besides, Wunsch and Lechner (2008) analysed the effects of 
JCS and other programme participations for persons entering unemployment between 2000 and 2002. 
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women. Hujer and Thomsen do not find positive treatment effects for East German 

participants 30 months after programme start but in West Germany for those who start the 

programme in the fifth or ninth quarter after entering unemployment (Hujer and Thomsen, 

2010; Thomsen, 2007). The authors conclude that JCS participation is less harmful for long-

term than for short-term unemployed people.  

5.4.1.2 One-Euro-Jobs 

Several micro evaluation studies have been conducted looking at participants starting a 1EJ in 

early 2005 shortly after the introduction of the SC II (Hohmeyer, 2009; Hohmeyer and Wolff, 

2007; Wolff et al., 2010) and in 2006 and 2007 (Huber et al., 2009; Thomsen and Walter, 

2010). In general, lock-in effects occur in the short run. Yet, with a net reduction of the 

participants’ employment rate of about two to four percentage points, lock-in effects are 

negligible compared with those found for JCSs (Hohmeyer, 2009; Hohmeyer and Wolff, 

2007). About 1.5 to two years after programme start, small positive effects on employment 

prospects emerge for participants from West Germany and East German women, but not for 

East German men (Hohmeyer, 2009). Despite these small positive employment effects the 

probability to leave welfare receipt is rather negatively affected for participants (Hohmeyer 

and Wolff, 2007).  

Overall, results for 1EJs are qualitatively similar to those in the literature on JCSs, but they 

are to some extent more optimistic. However, we should keep in mind that until now studies 

of JCSs mainly studied UI benefit recipients. On average, they tend to have less difficulties of 

finding jobs than unemployed welfare recipients, who by definition are a selection of people 

with less success in the labour market. Moreover, some of the past studies on JCSs point 

towards favourable employment impacts for long-term unemployed participants and hence 

people who are more similar to welfare recipients than the average observed JCS participant. 

Therefore, only a direct comparison of welfare recipients participating in JCSs with 1EJ 
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participants can shed light on the question whether 1EJ treatment actually has a more 

favourable impact on the labour market performance of welfare recipients. 

5.4.2 International evidence 

At most weak positive effects of various direct job creation programmes in the longer term 

are likewise found by comparative international research for other countries (Bolvig et al., 

2003; Calmfors et al., 2002; Gerfin and Lechner, 2002; Kluve, 2006; Martin and Grubb, 

2001; Ochel, 2004; Sianesi, 2008). Martin and Grubb (2001) conclude in their survey on 

ALMPs in OECD countries that long-run benefits of direct job creation schemes are few. 

Regarding the design of employment schemes, the studies conclude that working in a market 

environment matters for the effectiveness of the programme: whereas subsidised and private 

sector employment does have positive impacts on the labour market performance of 

participants, subsidised public and other non-profit sector employment has only small or 

insignificant effects.  

Therefore, for a programme like WOCJs, which can take place in a market environment, we 

would expect larger treatment effects than for JCSs and 1EJs which are restricted to additional 

jobs of public interest. However, microeconometric methods applied may not be adequate to 

identify treatment effects for subsidised private sector employment because they cannot 

properly deal with substitution and deadweight effects, which are likely to occur in the case of 

private sector employment. 

5.5 Evaluation approach and econometric method 

We are interested in the effect of participation in one of the three direct job creation 

programmes compared to non-participation and for WOCJs and JCSs also compared to 1EJ 

participation. Participation is defined as starting the programme in a given period of time. 

Non-participation is defined here in the sense of ‘waiting’, which means not starting one of 

the regarded programmes in the given period of time (Sianesi, 2004, 2008; Stephan, 2008).  
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With 1−R  different job creation programmes, we have R  mutually exclusive and exhaustive 

outcomes. The fundamental evaluation problem arises because we cannot observe all R  

potential outcomes 110 ,....,, −R
iii YYY  for one individual i  at the same time, but only one. A 

standard framework to solve this fundamental evaluation problem in a non-experimental 

design is the Roy (1951) - Rubin (1974) - model of potential outcomes.55

r

 Imbens (2000) and 

Lechner (2001) extended the approach for binary treatments for the analysis of multiple 

treatments. Lechner (2002) compared results based on pairwise and multinomial matching 

and achieved similar results with both approaches. Thus, we will stick to pairwise 

comparisons of the different treatments comparing only two treatments  and s  at a time.  

Because the causal effect of s
i

r
i YY −  receiving treatment r  and not treatment s  is not 

ascertained, we compare labour market outcomes of persons receiving treatment r  with a 

group of similar individuals receiving treatment s , which can be non-participation (waiting) 

or participation in a 1EJ. As we do not have experimental data, participants in treatment r  

differ from participants in treatment s  and their labour market outcomes would be different 

even without the different treatments.  

We apply a statistical matching approach to find a group of individuals receiving treatment s  

who are similar to controls receiving r  in all relevant determinants of the outcomes regarded 

in the analysis. For this matching approach, rich data is needed as it relies on the crucial 

assumption that we observe all relevant determinants of the participation probability and the 

potential labour market outcomes. We have to assume that given the (pre-treatment) 

characteristics iX , the programme chosen by a particular individual does not reveal any 

information on her potential outcomes: 

ii
r

i XDY |  r∀  

                                                 
55 A comprehensive description of the method can be found in Caliendo/Kopeinig (2008) and Frölich (2004). 
The following description is based on Frölich (2004). 
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which is also known as ‘selection on observables’, ‘ignorable treatment assignment’ or 

‘conditional independence assumption’ (Frölich, 2004). iD  indicates the treatment status of 

individual i . 

The parameter of interest in our case is the average treatment effect on the treated (ATT) or 

net impact of treatment on the participants of programme r  for a chosen outcome Y  

 )|( rDYYE sr =− , 

which is the expected difference in the outcomes for those participating in treatment r .56

X

 If 

we control for all factors  influencing the participation probability and the outcome, the 

ATT can be estimated by the difference of labour market outcomes of participants in r  and of 

the control group participating in s : 

),|(),|(),|(, XsDYEXrDYEXrDYYE srsrsr
ATT =−===−=τ  

For a large number of covariates – as required by the matching approach – it would be very 

difficult to find statistical twins with exactly the same characteristics for all covariates. 

However, if potential outcomes are independent of treatment conditional on X , they are also 

independent of treatment conditional on a balancing score )(Xb  (Rosenbaum and Rubin, 

1983). We apply the propensity score as a balancing score, which means that we match 

participants in treatments r  and s  on their probability to participate in the treatment r  and 

not s , given X  estimated by a probit model. 

A further requirement is the existence of a common support 1)|(0 <=< XrDP , which 

means that persons with the same X  values have a positive probability both of being 

participants in r  as well as in s (Lechner, 2000). Furthermore, the distributions of the 

probabilities of participating in r  for participants in r  and for participants in s  

),|( rDXrDP ==  and ),|( sDXrDP ==  have to overlap. The ATT is only identified if 

                                                 
56 The decision on which effect to estimate depends on the research question. Heckman et al. (1999) discuss 
further parameters. 
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for any given value of ),|( rDXrDP == , there are individuals receiving treatment s  with 

the same value of the propensity score ),|( sDXrDP ==  (Frölich, 2004). 

The consideration of the effect for single individuals requires that both, the participation 

probability and the treatment effect of an individual, are not influenced by the participation 

decision of other individuals (stable unit treatment value assumption, SUTVA) (Sianesi, 

2004). The SUTVA can be assumed to hold if the programme is of small size, if market 

effects are unlikely or if the counterfactual world is similar to the one evaluated (Frölich, 

2004). There is certainly reason to question this assumption in our context, since a large 

number of individuals are treated. On the other hand, this is not too critical when comparing 

different types of employment programmes because the treatment and counterfactual world 

are similar. 

The propensity score matching estimator for an ATT comparing a treatment r  with controls 

of a waiting group or from an alternative treatment s  is defined as follows 

∑ ∑
∈ ∈ 















⋅−=
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s
jij

r
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where rN  is the number of treated persons. 

ijw  is a weight defined as the inverse of number of matched controls of type s  for person i : 

ji
ij N

w
,

1
=  

With nearest neighbour matching, the number of controls to be matched to some treated 

individual is chosen by the researcher. In case of radius matching, instead, all comparison 

persons are chosen whose propensity score does not differ in absolute terms from the one of 

the treated individual i  by more than a given distance, the caliper.57

                                                 
57 For the analytical variances and hence the standard errors of these estimators see Becker and Ichino (2002). 
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Results displayed in this article are based on radius matching. We chose the calipers in each 

application as the 99th percentile of the (absolute) differences between propensity scores of 

treated and matched controls that results from nearest neighbour matching with one neighbour 

and with replacement. To check the robustness of our results, we also applied various nearest 

neighbour matching estimators.  

5.6 Data and implementation 

5.6.1 The administrative data and their advantages for propensity score matching 

estimation 

We use rich administrative data from the German Federal Employment Agency stemming 

from different sources. The Integrated Employment Biographies (IEB) contain individual 

information collected in local job centres about (registered) job-seekers and benefit recipients 

including their spells of unemployment, ALMP participations and different types of 

unemployment benefit receipt. Furthermore, they contain daily information on minor and 

contributory employment including gross earnings and employer characteristics that are 

provided by employers to the authorities responsible for the statutory pension insurance. In 

addition, the UB II histories give us information on which individuals belong to each welfare 

recipient’s household, on the levels of monthly welfare benefit payments and on monthly 

earned and unearned income of UB II recipients during their UB II receipt. Consequently, 

information on the equivalent income of the welfare recipient households prior to treatment 

could be taken into account.58

                                                 
58 As an equivalence scale for these income types, we chose the new OECD equivalence scale (weighting the 
first household member aged at least 15 years with one, further household members aged at least 15 years with 
0.5 and children younger than 15 year with 0.3). 

 Furthermore, the so-called ‘Verbleibsnachweise’ provide more 

recent information on minor and contributory employment of sample members than the IEB. 

Finally, we added regional information on the labour market, such as the unemployment rate, 

the share of long-term unemployment, the vacancy-unemployment ratio and the inflow rate 
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into 1EJs in April 2005 from regional data bases of the Department of Statistics of the Federal 

Employment Agency as well as a classification of districts according to their labour market 

performance by Rüb and Werner (2008). Table 5-3 gives an overview over the information 

available for the estimation of the participation equations. 

Altogether these micro data allowing us to control for a large variety of pre-treatment 

characteristics in the selection equations should make it likely that the conditional 

independence assumption holds. First of all, the socio-demographic characteristics ensure that 

treated and matched individuals are similar with respect to such personal characteristics. The 

comprehensive information on the past labour market performance should sufficiently reflect 

relevant unobservable talents and motivation that determine the outcomes. Hence, differences 

between the treated and matched comparison persons concerning such aspects should hardly 

occur and bias our results. Future participation decisions of the individuals might be driven by 

their partner’s success in the labour market. Without information on this issue propensity 

score matching estimates might be inconsistent in our context. Hence, it is of a considerable 

advantage that we – in contrast to many older evaluation studies – can identify partners and 

control for their past success in the labour market. Finally, the small scale regional 

information is also helpful to avoid differences between the matched treated and control 

individuals resulting from distinct characteristics of different regional labour markets 

(Heckman et al., 1997, p. 612). 

5.6.2 The sample and selected descriptive statistics 

5.6.2.1 The sample 

Treatment samples stem from the full inflow into the three programmes between May and 

July 2005 of UB II recipients who were registered as unemployed on 30th April 2005. Control 

individuals (‘waiting’ group) stem from a 35 % random sample of the stock of unemployed 

welfare benefit recipients on 30th April 2005, who did not participate in one of the three 



 141 

programmes between May and July 2005. They may have entered other ALMPs in this 

period. All individuals are aged between 15 and 61 years. Moreover, they did not participate 

in any ALMP and were not in contributory employment on 30th April 2005. Individuals with 

missing values of covariates or outcomes under review were deleted from the data. 

Moreover, we also study for JCS and for WOCJ participants whether their participation is 

more effective than 1EJ participation. Therefore, for these two programmes, we also rely on a 

second control group of 1EJ participants. 

For the waiting group, we computed for each comparison a hypothetical programme start 

month randomly drawn from the distribution of programme start months of the treatment 

group. We did this in order to compute outcomes from the month of programme start 

onwards. Individuals who between May 2005 and their (hypothetical) programme start month 

already successfully found contributory jobs, exited unemployment or welfare receipt (also 

temporarily) were not included in the analyses. 

For a given comparison control group, individuals were also dismissed if they belonged to a 

local job centre with no observation of the specific type of treatment. This pre-selection is 

nearly irrelevant for the large scale 1EJ programme, but there are a number of job centres 

without JCSs or WOCJs between May and July 2005. Thus, controls from these regions were 

excluded for the particular comparison. 

The size of the treatment groups ranges from more than 29,000 treated (1EJs, East German 

men) to less than 200 treated (WOCJs, West German women) (Table 5-4). The relevant 

number of potential controls is in most cases relatively large, so that the propensity score 

matching procedure should find a considerable number of comparable controls for each 

treated person (Table 5-4).  
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5.6.2.2 Selected characteristics of the sample members 

To shed some light on differences between the treated and the waiting groups, we present 

selected descriptive statistics in Table 5-5. Not surprisingly, participants in all three 

programmes are to be more frequently younger than 25 years than people in the waiting 

group. For JCSs, the focus on young people is stronger in West than in East Germany: in 

West Germany more than 40 % are younger than 25 years, whereas in East Germany the share 

is only 10 % (women) to 14 % (men). In East Germany, JCSs strongly target older 

unemployed welfare recipients: 30 % of JCS participants are older than 50 years, whereas in 

West Germany it is only 11 % (men) to 15 % (women). The larger share of persons aged 51 

and more in East Germany can also be found for 1EJs and WOCJs.  

A considerable proportion of people in our samples were never employed in an unsubsidised 

contributory job during the five years prior to 30th April 2005. In the waiting group, these 

shares range from around 29 % for East German males to more than 50 % of West German 

women. They are often more than 10 percentage points smaller in the participant groups 

indicating that none of the programmes focuses on those welfare recipients particularly hard 

to place. Moreover, neither persons with health restrictions nor foreigners nor persons without 

secondary schooling degree are particularly targeted by any of the programmes. We find JCS 

and WOCJ participants to have slightly longer cumulated employment periods during the last 

five years than 1EJs participants. This suggests that 1EJs do not focus on hard to place 

individuals among the needy unemployed, but that they are used subordinately to the other 

two programmes. 

The average (equivalent) UB II levels in April 2005 range from about 600 € to 730 € per 

month and differ only slightly between the waiting group and the participant groups.  
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5.6.2.3 Selective characteristics of the schemes 

As the potential duration of programme participation and earned wages are relevant for 

assessing the results of our analyses, we briefly discuss these programme characteristics in 

our sample. The three schemes slightly differ with respect to their planned length of 

participation (Table 5-6). The planned participation length of JCSs and WOCJs tend to be 

somewhat higher than for 1EJs, such that we could expect lock-in effects to last for longer. 

However, the differences are often not very large. Therefore, the differences of potential 

duration of participation may not matter that much in our context. Furthermore, it becomes 

obvious that JCSs now tend to be shorter than in the early 2000s (Caliendo, 2006). 

The average monthly gross wages of participants in JCS and WOCJ during participation are 

between 840 € and 965 € and exceed the monthly welfare benefits in April 2005 (see Table 5-

5) by about 120 € up to 260 € (Table 5-7). Regarding the first decile, it becomes obvious that 

the monthly wages in West Germany often fall far below a monthly welfare benefit for a 

single person. With not much more than 300 €, the first decile value is particularly low for 

JCS. This reflects the fact that for some participants in part-time work or younger than 25 

years the special regulations (see section 5.2) imply low wages. When looking at the statistics 

with only West German participants aged 25 years and older (right panel), we find that the 

first decile of gross wages is already close to welfare benefit levels. 

5.7 Results 

5.7.1 Selectivity of the three programmes 

TheThe multivariate results of the probit analyses, which we conducted in order to estimate the 

propensity score, confirm the link discussed above in the descriptive analyses between 

participation probability and personal characteristics.59

                                                 
59 Results are not displayed here, but are available on request. 

 Further insight into programme 

selectivity can be gained by looking at the labour market outcomes of potential and matched 



 144 

controls from the waiting group. The first four rows of Table 5-8 display the share of those 

regularly employed three years after programme start for the controls from the ‘waiting’ 

group. If the share of those regularly employed among the matched controls is higher than for 

all controls, participants are a positive selection of the unemployment stock with relatively 

good employment prospects without treatment. 

West German participants are a positive selection out of the stock of the unemployed welfare 

recipients. The employment rates of matched controls are higher than for the group of all 

controls (men about 22 % and women about 15 %), particularly for controls which were 

matched to WOCJ participants with an employment rate of 32 % for men and 23 % for 

women. In East Germany, employment rates are lower than in West Germany at about 18 % 

for men and around 13 % for women in the group of all controls. Only WOCJ participants are 

a positive selection of the stock of the unemployed, but not 1EJ or JCS participants. This 

might indicate that JCSs are used differently in East Germany than in West Germany as a 

relief for the local labour market for older welfare recipients. 

5.7.2 Choice of the matching algorithm, match quality and overlap 

Apart from radius caliper matching with two different calipers, we carried out the analyses 

with different matching estimators like nearest-neighbour matching with five neighbours and 

replacement with different calipers. The results appear to be mostly stable over different 

matching estimators. Matching quality is sufficient for all estimators but best for radius 

caliper matching as described in section 5.5. Therefore, we display results based on this 

estimator. However, as results are very stable across different matching estimators we base 

our robustness checks (see section 5.7.5) on nearest neighbour matching with five neighbours 

because computing is much shorter for this estimator.60

                                                 
60 We also checked robustness by comparing the effects to results from propensity score matching combined 
with exact matching with respect to the composition of the household, which matters for welfare dependency, 
and different indicators of past performance in the labour market. Effects are stable also for this analysis. 
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To assess the matching quality we looked at several statistics.61

r

 The first is the mean 

standardised (absolute) bias (MSB). The MSB is the average of the distance in the marginal 

distribution of the covariates over all covariates that determine the probability of receiving 

treatment  and not s .62

Similarly, we checked the matching quality by comparing the (Mc Fadden’s) pseudo-R2 of the 

selection equation for a sample prior to matching and after matching. After matching, the 

pseudo-R2 is considerably reduced and very close to zero as the covariates no longer influence 

the selection into treatment (versus wait or versus the alternative treatment). The results of 

this exercise also point to a high match quality. 

 If the matching procedure is successful in finding comparisons that 

are similar to the treated individuals, the MSB should become quite small. Even though there 

are no critical values, in most studies a reduction of the bias to values below three to five 

percent is regarded as sufficient (Caliendo and Kopeinig, 2008). Table 5-9 displays the MSB 

before and after matching for the different comparisons. After matching in all cases the bias is 

considerably reduced ranging from a minimum of 0.2 % (1EJs versus waiting, East German 

women and West German men) up to a maximum of 2.1 % (WOCJs versus waiting, East 

German women). Hence, the matching procedure reduced the MSB sufficiently. 

Furthermore, we also calculated t-tests on the difference in means of single covariates 

between the treatment groups and the matched controls: The means of the covariates between 

treatment and control group do not differ significantly after matching in the vast majority of 

the cases. 

For propensity score matching, we have to assume that common support exists and that the 

distributions of the propensity score for the treatment and the control groups overlap. The 

                                                 
61 Given the large number of results, the pseudo-R2 statistics, the t-tests on the means of single covariates and the 
distributions of the propensity scores are not displayed here, but they are available on request. 
62 For a single covariate the standardised absolute bias is 

|)]()([5.0/)(|100 controlcontroltreat XVXVXX
treat

+⋅−⋅ , where treatX  represent the covariate 

for the treated population and controlX  for the control population. The MSB is the arithmetic mean of such 
biases over all covariates that determine the probability of participating in the respective programme. 
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existence of a common support means that the participation probabilities are lower than one. 

We compared the distributions of the propensity score for the different treatment and control 

groups. The distributions of the propensity score of treatment and control groups are very 

similar for the ‘waiting’ groups and the groups of participants in various programmes. For the 

comparisons with 1EJ-participants, differences in the shape of the distribution of the 

propensity score can be observed in some cases, but nevertheless there is sufficient mass 

among controls for regions of the propensity score with mass among participants. 

Furthermore, the selected matching approach will ensure that no bad matches are used for the 

very few observations for which no sufficient mass can be found among non-participants. 

5.7.3 Effects of participation on employment prospects and annual earnings 

Figures 5-1 and 5-2 show the estimated net impacts of programme participation compared 

with non-participation on the regular employment rate for the first 36 months after 

participation started. For all participant groups of men and women in East and West Germany, 

a clear negative impact on the regular employment rate emerges during the first months after 

participation started (Figure 5-1). For JCSs, the effect is close to four percentage points for 

East German participants, six percentage points for West German male participants and less 

than four percentage points for West German female participants. For females, this effect is of 

the same order of magnitude as for 1EJ participants. This is different for males for whom 

particularly in West Germany lock-in effects are less severe for 1EJ participants than for JCS 

participants. This result is not surprising: The West German males participating in JCS have 

considerably better employment prospects without participation than 1EJ participants (Table 

5-8). For females and East German males, there is no such difference. For WOCJs, lock-in 

effects are very similar to those of JCS participants and slightly larger than for 1EJs. 

More than four to five months after programme start, the net impacts of JCS participation 

increase. For women, positive and significant net impacts on the employment rate emerge a 
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bit more than one year after their participation started. These net impacts still tend to rise up 

to a value of more than three percentage points for East German women and more than 11 

percentage points for West German women (Table 5-10). For men, the increase of the net 

impacts on the employment rate ends only with a significant but low effect of one percentage 

point in East Germany and with a close to zero and insignificant net impact in West Germany. 

Turning to 1EJs, we find effects for West German men to be relatively similar to JCS impacts 

(Figure 5-1). For East German men, the situation is different because in the case of 1EJs the 

net impact is still negative three years after programme start. For East and West German 

women instead we again find a positive impact for 1EJ participants. However, these impacts 

are smaller than the net impacts for JCS participants. 

In contrast, net impacts of WOCJs start to rise earlier and more strongly than for the other two 

schemes. Positive net effects on the employment rate already emerge one year after 

participation started (Figure 5-2). They are with the exception of East German men well-

determined. For East Germans and West German men, employment effects are most of the 

time higher than the net impacts on the employment rate of 1EJ and also JCS participants. 

As the impacts discussed are only relevant for the specific participant groups, we cannot yet 

know whether for JCS or WOCJ participants a 1EJ instead would have been rather worse or 

better in terms of improving employment perspectives. By estimating the impacts of the two 

programmes in the multiple treatment framework versus 1EJ participation this question can be 

settled. In all cases the results imply more severe lock-in effects of JCSs and WOCJs 

compared with 1EJs (Figure 5-3). Yet, this negative impact during the first few months after 

programme start is frequently not well-determined. Moreover, for participants in WOCJ the 

treatment clearly leads to employment outcomes superior to 1EJ participation from about 

eight months after programme start onwards. Only for West German women, we cannot make 

such a statement as the net impacts are frequently insignificant. For JCS participants as well 

we often find that this type of treatment has a more beneficial impact on their employment 
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rate than 1EJs. This holds from somewhat more than one year after treatment started onwards 

for all groups except for West German males. Taken together this implies that 1EJ 

participation would have been a worse alternative for JCS and WOCJ participants. 

Let us now turn to the estimated impacts on real annual gross earnings in the years 2005 to 

2007 (Table 5-11).63 We include earnings not only from regular employment but also from 

minor and subsidised employment, and thus also income achieved through JCS and WOCJ 

participation.64

The estimation results versus waiting in Table 5-11 (first four rows) show that the two 

schemes implying contributory employment for participants – JCS and WOCJ – lead to a net 

increase in annual gross earnings of about 3,700 € to nearly 4,700 € in 2005 and 800 € up to 

2,500 € in 2006. The numbers for 2006 are probably lower because for many participants 

their subsidised employment ended either before or shortly after the start of the year 2006. In 

sharp contrast, the estimated gross earnings for 1EJ participants in 2005 and 2006 are often 

negative affected or just slightly positive and low in absolute terms ranging from a reduction 

of 410 € to a positive impact of about 180 €. 

 This way, we can highlight that impacts on earnings remarkably differ 

between the programmes with different implications for welfare receipt. Moreover, the 

impacts in 2007 are mostly due to impacts on unsubsidised employment because nearly all 

subsidised employment participations were completed before that year.  

In the year 2007, when earnings do not stem any longer from the initial subsidised 

contributory job, net impacts of treatment are still considerable for most of the analysed 

groups of JCS and WOCJ participants. For JCSs, the gains in gross earnings range from 160 € 

for East German men to roughly 1,660 € for West German women. The net effects of the 

WOCJ scheme are also lowest for East German men at 550 €. The estimates for West German 

males imply the largest impact with 1,900 € or more than two months of full welfare benefit 

                                                 
63 Nominal earnings were deflated by the consumer price index, which was normalised to one in April 2005.  
64 However, the allowance for additional expenses paid during 1EJ participation is included neither in earnings 
nor in the amount of benefit receipt. 
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for a single adult. For 1EJ participants the earnings impacts are still small in 2007 but higher 

than in the two previous years. There are positive impacts of around 140 € for East German 

women, 120 € for West German men and of 357 € for West German women. As in nearly all 

cases the impacts are considerably lower for East German men with an earnings reduction of 

176 €. Hence, participants in 1EJs profit much less from their participation in terms of 

earnings perspectives than participants in the two programmes subsidising contributory jobs. 

This is also confirmed by the direct comparisons of JCS and WOCJ participants to matched 

1EJ participants (Table 5-11). Only in the year 2007 there is one exception: The net earnings 

effect of West German female WOCJ participants is close to zero and insignificant. Yet, this 

result refers to a very small group of only 171 participants so that we cannot be quite 

confident about the result.  

In the next section, we will discuss how these earnings effects translate into effects on welfare 

dependency. 

5.7.4 Effects of participation on welfare receipt 

We finally want to show to what extent the different treatments contribute to reducing or 

ending benefit dependency. We regard, therefore, the impact on the monthly rate of welfare 

receipt (Table 5-12) and on the average real monthly equivalent welfare benefit in each of the 

first three years after entering the employment scheme (Table 5-13).65

After six months the estimated net impact for JCS participants implies a 25 up to more than 

31 percentage points increased probability of not being dependent on UB II (Table 5-12). This 

range is similar for WOCJ treatment reflecting that participants receive a regular wage during 

participation in both schemes. Results imply a reduction of usually more than 200 € of the 

monthly (equivalent) welfare receipt for the participants in JCSs and WOCJs in the first year 

after their participation started (Table 5-13). 

  

                                                 
65 We deflated the welfare benefits in the same way as the earnings as described in section 5.7.3. 
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For 1EJ participants though treatment implies a four to six percentage points reduced 

probability of being independent from UB II six months after programme start and a higher 

benefit level with impacts of around 30 € per month in the first year (Tables 5-12 and 5-13). 

This reflects the initial lock-in effect in a scheme where participants do not achieve earnings 

during participation. 

Three years after programme start and hence usually more than two years after participations 

ended, the implications are different: The net impacts of JCSs and WOCJs on the probability 

not to receive UB II are mostly no longer well determined. There are only two impacts that 

differ significantly from zero: For East German male participants JCSs imply a reduction of 

the probability of not depending on UB II of about one percentage point. For West German 

male participants of the WOCJ scheme there is instead a 7.6 percentage point rise of the 

prospect not to depend on UB II. Nevertheless, average benefit levels are still in many cases 

reduced for JCS and WOCJ participants in the second and third year after programme start. 

Finally, the negative impact for 1EJ participants on the probability not to receive UB II 

persists with two to 3.5 percentage points. Also the amount of benefit receipt is increased by 

around 11 to 22 € per month in the subsequent two years after treatment started. The direct 

comparisons furthermore show that 1EJs would also have been the worse alternative for 

participants in JCSs and WOCJs (last four rows of Table 5-13).  

5.7.5 Robustness of results 

Besides the analyses with different matching algorithms (section 5.7.2), we carried out several 

analyses to check the robustness of results. We also estimated the impacts on months 

employed, earnings and welfare benefit levels by difference-in-difference matching.66

                                                 
66 In case of months employed we took the difference of the respective outcome to the number of months in 
regular employment in the second year before participating. For the earnings outcome, we computed the 
difference of the outcome variable and earnings in the year 2003. Finally, for the average monthly equivalent 
UB II levels we computed the difference between this outcome and the corresponding average over the period 
January to April 2005 given that the benefit was only introduced in 2005. Results are not displayed here but are 
available on request. 

 If our 
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matching approach did not balance important unobservable impacts on outcomes, there 

should be major differences between the results presented here and results from difference-in-

difference matching. However, the results of the difference-in-difference matching estimation 

do not differ considerably from the results presented.  

Furthermore, we carried out our analyses only for those individuals aged 25 years and older to 

see to what extent results are driven by the large share of participants who are aged younger 

than 25 years. Regarding absolute outcomes, we find regular employment rates and the rate of 

no UB II receipt three years after programme start to be lower for the older age group than for 

the whole sample. This reflects the better labour market prospects of young unemployed. 

However, concerning treatment effects the pattern of results is the same as for the entire 

sample. 

5.8 Summary and conclusion 

Direct job creation schemes are a widely used means of activating welfare benefit recipients 

in Germany with more than 700,000 new participants per year. Between 2005 and 2008 three 

such programmes existed for welfare recipients in Germany: traditional JCSs, 1EJs and 

WOCJs. This paper studies net impacts of participation on employment performance, annual 

earnings and welfare benefit dependency for welfare recipients entering one of the 

programmes in early summer 2005. Using a statistical matching approach, we compared 

participants in all three schemes to a waiting group. Furthermore, to assess the relative 

effectiveness of the schemes, we compared JCS and WOCJ participants with 1EJ participants.  

Our first motivation was to learn about the effects of direct job creation for welfare recipients 

under a mutual obligation system. All programmes – after a period with moderate lock-in 

effects – contribute to a better employment performance of the participants who are welfare 

recipients. Thus, there is evidence that under the new mutual obligation regimes programmes 

bring welfare recipients into regular jobs. This also holds for JCSs for which recent studies of 
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Caliendo, Hujer and Thomsen are much more pessimistic (see section 5.4.1.1). The main 

reason for the difference between their and our results is apparently constituted in the 

different participant groups that are studied. Caliendo and others studied unemployed UI and 

UA benefit recipients who have better re-employment prospects than the welfare recipients in 

our study. Consequently, the scope for the latter group for improving their employability and 

employment perspectives is larger and our results suggest that all three programmes achieve 

this. A second reason is that in our period under review, the planned lengths of participation 

in the programmes including JCS tend to be shorter than at the beginning of the millennium, 

the period studied by Caliendo, Hujer and Thomsen. 

However, there are some situations in which these types of programmes are not successful: 

JCS and 1EJ participations are ineffective for East German male participants. This also holds 

for West German male participants in JCSs. Hence, there is certainly some scope to improve 

the overall effectiveness of the schemes by reallocating participants. 

Despite positive employment effects, we cannot find remarkable effects of the programmes 

on reducing the welfare dependency of participants, not even in the long term. This also holds 

for JCSs and WOCJs which show considerable employment and earnings effects for most 

groups. The positive impacts on annual earnings are just not sufficiently high to reduce their 

welfare benefit considerably. 

Our second motivation was to learn about differences in the effects of the programmes and 

the role of programme characteristics such as wages and market environment. 

Our first lesson is that both schemes implying subsidised contributory employment for 

participants perform in most cases considerably better with respect to the employment and the 

earnings performance of the participants than the alternative 1EJ-participation. But we should 

keep in mind that the number of participants in these programmes is limited. Hence, we 

cannot generalise that the effects on participants will remain relatively high if the number of 

participants increases substantially. The low participant numbers may imply that job centres 
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put more effort into finding a good match between participant and provider of the scheme in 

case of JCSs or WOCJs as opposed to 1EJs. Second, employers may put more effort into 

improving the employability of participants because they profit from higher subsidies than for 

1EJ participants. However, 1EJs may also be the worst of the three alternatives with respect to 

improving the participants’ confidence and motivation to search for work and may lead to 

stigma effects. 

The second lesson is that a disincentive to search for regular jobs due to receiving a full wage 

does not seem to matter much. Lock-in effects of JCSs and the WOCJs are not much stronger 

than those found for 1EJs and point towards small disincentive effects. This is not surprising 

given that the average gross wages earned in JCSs and WOCJs are only a bit higher than the 

monthly welfare benefit. Hence, disincentives to search for regular jobs may matter in general 

for such schemes, but little in our context due to the low earnings of the participants. 

The third lesson to be learned is that the possibility that treatment takes place in commercial 

jobs does matter for the employment effects. This is only the case for WOCJs and our results 

point to the strongest regular employment effects for this type of treatment. 
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5.9 Tables and Figures 

Table 5-1: Expenditures for the three direct job creation schemes (only for UB II 
recipients) 

  2005 2006 2007 2008 
  Total expenditure (in 1,000 €) 
Job creation schemes 354,743 471,691 408,416 444,421 
One-Euro-Jobs 895,439 1,126,542 1,019,882 1,034,487 
Work opportunities in contributory 
jobs 209,033 259,464 299,525 371,702 

  Expenditure per participant and month (in €) 
Job creation schemes 1,370 1,111 1,106 1,123 
One-Euro-Jobs 386 337 325 347 
Work opportunities in contributory 
jobs 2,201 1,284 1,291 1,474 

Source: Total costs: Controlling data of the Federal Employment Agency, expenditure per month and participant: 
own calculations from controlling data and Data Warehouse. 
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Table 5-2: Characteristics of different direct job creations schemes for UB II recipients 
(2005 to 2008) 
 Job creation schemes 

(Articles 260-271 SC III) 
Work Opportunities with 
an allowance for additional 
expenses/One-Euro-Jobs 
(Article 16d SC II) 

Work opportunities as 
contributory jobs 
(Article 16d SC II) 

Aims • Relief for the local and 
professional labour 
market;  

• increase employability;  
• temporary employment. 

• Increase employability,  
• social integration,  
• work test, 
• public goods provision,  
• reciprocity for welfare 

receipt. 

Like 1EJs, but with a 
stronger focus on labour 
market integration. 

Target group Mainly for people with severe difficulties of finding regular jobs. 
Financial 
support for 
employer/ 
organiser of 
participation 

Lump sum wage subsidy of 
900 to 1,300 € per month for 
full-time jobs depending on 
the qualification of the 
participant. 

• The SC II does not 
specify the level of the 
subsidy.  

• Monthly lump sum 
subsidy that should cover 
programme costs. 

• The SC II does not 
specify the level of the 
subsidy.  

• The subsidy should 
compensate employers 
for the lower 
productivity of the 
participant and cover 
costs of organising the 
participation. 

Type of 
employment 

• Contributory jobs paying 
a regular wage to the 
participant, no UI 
contributions.  

• Jobs have to be additional 
and of public utility (non-
profit-sector). 

• No contributory jobs, 
participants receive their 
UB II and 1 to 2 € per 
hour worked to cover 
additional costs of 
working.  

• Jobs have to be 
additional and of public 
utility (non-profit-
sector). 

• Contributory jobs 
paying a regular wage 
(including UI 
contributions).  

• Mainly but not 
necessarily jobs that 
are additional and of 
public utility. 

Duration of 
participation 

• Maximum of 12 months. 
• In specific cases 24 or 36 

months. 

• No maximum set under 
SC II. 

• Usually no longer than 
six to seven months. 

• No maximum set 
under SC II. 

• In practice, duration 
constrained to less 
than 12 months. 

Other • In specific cases, the 
subsidy can be more 
generous.  

• For young participants 
participation subsidies 
and wages can be lower 
to leave an incentive for 
starting an 
apprenticeship. 
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Table 5-3: Information available for the estimation of the propensity scores 

Sociodemographic 
information on 30/04/2005 

Age; health restrictions; nationality; marital status; number 
and age of children; vocational education / training; OECD 
equivalent household income in 04/2005 including benefits 
and earnings 

Labour market history in the 
last one and five years 

Cumulated periods of … during the last one and five years: 
• Unemployment  
• Out of labour force,  
• UI benefit receipt,  
• regular and minor employment, 

Cumulated duration of UB II receipt 01/2005-04/2005; 
Types and numbers of ALMP participations in last five 
years; time since end of last ALMP; gross wage, industry 
and professional status of last contributory job; time since 
end of last job, number of jobs in last 5 years 

Labour market history and 
labour force status of the 
partner 

Cumulated period of regular employment, out of labour 
force and unemployment during last five years;  labour 
force status on 30/04/2005 

Regional information  Classification of labour market types according to Rüb and 
Werner (2008); unemployment rate, share of long-term 
unemployment; vacancy-unemployment ratio and change 
of these variables; inflow rate into 1EJs in 04/2005 

 
Table 5-4: Number of participants and controls in our sample 

    JCS 1EJ WOCJ 
  Treated Controls Controls  Treated Controls Controls  Treated Controls Controls  
     per    per     per  
       Treated     Treated     Treated 
   Versus Waiting 

East Germany                   
 Men 6,210 106,732 17.2 29,602 110,351 3.7 995 50,283 50.5 
 Women 3,801 87,299 23.0 23,385 90,506 3.9 540 39,751 73.6 
West Germany             
 Men 773 116,023 150.1 28,115 199,254 7.1 339 38,213 112.7 
  Women 342 80,741 236.1 12,216 145,328 11.9 171 27,016 158.0 

  Versus 1EJ-participation 
East Germany                   
 Men 6,210 28,767 4.6 . . . 995 13,295 13.4 
 Women 3,801 22,741 6.0 . . . 540 10,610 19.6 
West Germany             
 Men 773 13,697 17.7 . . . 339 5,389 15.9 
  Women 342 5,944 17.4 . . . 171 2,271 13.3 
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Table 5-5: Selected descriptive statistics of treatment and control group by gender and region (in %) 
  Control (Waiting) JCS 1EJ WOCJ 

  
M 
East 

W 
East 

M 
West 

W 
West 

M 
East 

W 
East 

M 
West 

W 
West 

M 
East 

W 
East 

M 
West 

W 
West 

M 
East 

W 
East 

M 
West 

W 
West 

Age 15-20 2.5 2.8 2.6 3.3 2.6 2.6 15.6 17.3 4.9 4.1 5.8 7.5 5.1 8.4 9.2 11.8 
Age 21-24 6.5 5.8 5.7 6.2 11.0 7.1 25.3 22.2 15.0 10.6 14.1 14.9 25.0 23.8 32.6 30.0 
Age 25-30 14.9 12.2 14.0 14.0 8.8 6.0 9.8 6.2 10.9 8.3 13.8 11.7 11.3 13.3 15.2 12.8 
Age 31-35 11.8 12.1 13.2 13.5 6.9 8.8 6.5 6.7 8.0 9.8 11.7 10.7 8.6 8.3 7.0 6.9 
Age 36-40 14.4 15.6 15.7 16.0 10.7 12.3 11.5 12.1 11.6 14.5 14.2 14.1 9.8 10.9 11.9 11.8 
Age 41-45 17.0 17.1 15.9 15.2 14.6 16.1 10.9 10.3 15.9 17.5 15.6 16.0 12.6 10.0 8.5 10.8 
Age 46-50 14.3 14.9 13.6 12.7 15.9 16.6 8.9 10.6 14.6 15.5 12.6 13.0 9.1 10.4 8.2 7.4 
Age 51-55 13.3 14.1 12.4 12.1 21.3 22.0 8.6 9.8 14.4 15.1 9.6 9.7 14.0 12.5 5.2 5.4 
Age 56-61 5.2 5.5 6.9 7.0 8.2 8.4 2.9 4.9 4.6 4.4 2.6 2.4 4.8 2.4 2.2 3.0 
Health restrictions 14.2 10.0 17.3 10.6 12.8 10.1 12.9 9.8 13.0 9.2 14.7 10.8 9.8 6.3 8.0 3.0 
Germany, no mig. background 89.7 89.1 71.4 70.4 96.5 97.6 81.4 83.5 95.7 95.5 82.4 84.2 92.1 92.8 75.4 82.3 
No Partner 60.7 52.3 59.1 57.6 54.2 48.5 68.9 71.9 63.0 55.3 66.5 72.9 66.4 60.9 62.9 70.9 
Partner, not married 11.8 12.0 7.1 7.1 11.4 10.8 8.6 9.8 12.0 11.9 8.3 8.8 11.2 12.4 9.7 6.4 
Married 27.4 35.7 33.8 35.4 34.3 40.8 22.4 18.3 25.0 32.9 25.1 18.4 22.4 26.7 27.4 22.7 
Child under 3 6.3 4.5 8.3 6.1 4.3 1.6 7.4 2.1 5.2 2.2 7.4 1.4 4.7 2.4 11.9 1.5 
No child 80.8 63.4 75.6 57.5 84.6 75.4 81.6 86.1 84.2 68.4 79.8 71.7 86.0 76.5 76.1 75.9 
1 child 10.7 22.7 11.4 23.2 9.9 17.1 9.5 10.3 9.4 21.3 9.9 19.3 9.0 16.9 12.7 13.8 
2 children 5.7 10.3 8.2 13.3 4.2 6.0 5.5 3.4 4.4 8.2 6.4 7.1 3.8 5.6 8.2 6.9 
3 or more children 2.7 3.6 4.8 6.0 1.4 1.6 3.4 0.3 1.9 2.0 3.9 1.9 1.2 1.1 3.0 3.4 
Equivalent UB II in April 2005 (in €) 688 635 725 688 656 597 691 705 678 634 724 716 681 607 680 644 

 
Note: These statistics include all potential controls including those who were not used for matching because they are registered in a district without inflow into one of the 
programmes from May to July 2005. 
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Table 5-5: continued: Selected descriptive statistics of treatment and control group by gender and region (in %) 
  Control (Waiting) JCS 1EJ WOCJ 

  
M 
East 

W 
East 

M 
West 

W 
West 

M 
East 

W 
East 

M 
West 

W 
West 

M 
East 

W 
East 

M 
West 

W 
West 

M 
East 

W 
East 

M 
West 

W 
West 

Education                 
No sec. schooling degree, no voc. training 12.6 13.0 22.5 30.4 8.8 5.9 23.3 21.6 12.5 8.1 23.5 19.6 9.7 6.6 22.1 19.7 
Sec. school, no voc. training 12.1 11.3 26.4 26.1 10.3 7.6 32.5 30.2 13.6 10.9 29.8 28.7 10.4 7.1 31.1 25.6 
Sec. school, voc. training 28.0 19.8 28.4 17.7 34.9 22.3 27.0 16.8 31.8 22.6 29.2 22.3 32.4 23.8 28.1 26.1 
Interm. school leaving certificate, no voc. 
training 5.1 6.6 3.8 5.3 3.2 3.8 4.1 6.7 5.0 6.4 3.7 6.7 4.7 5.0 4.5 7.4 
Interm. school leaving certificate, voc. 
training 34.8 41.9 8.4 10.0 36.6 51.8 7.8 12.9 32.6 46.5 7.2 13.0 34.5 48.9 8.2 13.3 
Upper sec. school leaving certificate, no 
voc. training 1.2 0.9 2.2 2.0 0.5 0.5 0.8 2.1 0.7 0.6 1.4 1.8 1.1 0.9 1.7 2.5 
Upper sec. school leaving certificate, voc. 
training 2.5 2.6 3.5 3.3 2.5 3.2 1.5 4.6 1.8 2.4 2.4 3.7 3.1 4.4 2.2 2.5 
Upper sec. school leaving certificate, 
university degree 3.0 2.7 3.0 2.9 3.1 4.5 1.8 4.9 1.5 1.9 1.6 2.8 3.6 3.2 1.2 2.5 
Missing 0.8 1.2 1.7 2.3 0.2 0.5 1.1 0.3 0.4 0.6 1.2 1.3 0.5 0.2 0.7 0.5 
Cum. dur. of reg. emp. 01/05/2000-
30/04/2005                 
0 months 28.8 41.5 31.5 52.2 15.4 26.1 24.1 30.7 20.2 30.4 25.0 35.9 17.5 24.3 17.2 35.5 
1-6 months 14.0 12.8 12.2 9.6 13.7 13.4 12.1 10.6 13.8 13.0 13.4 11.9 12.9 10.7 11.2 6.9 
7-12 months 17.5 17.5 12.6 9.3 21.5 25.2 14.3 13.4 20.4 22.8 15.4 12.9 16.5 16.9 11.2 13.3 
13-24 months 21.7 16.1 22.2 14.7 28.2 22.0 26.3 26.5 26.4 21.0 25.0 20.8 26.2 22.0 31.3 21.7 
25-60 months 17.9 12.1 21.4 14.1 21.1 13.2 23.1 18.8 19.2 12.8 21.2 18.5 26.9 26.1 29.1 22.7 

 
Note: These statistics include all potential controls including those who were not used for matching because they are registered in a district without inflow into one of the 
programmes from May to July 2005. 
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Table 5-6: Planned length of participation in the programme in our sample (in months) 

  East Germany West Germany 
 Men Women Men Women 
  JCS 
1st decile 5.0 5.8 3.5 2.0 
mean 7.2 7.4 7.8 8.2 
median 6.0 6.0 6.0 9.0 
9th decile 12.0 12.0 12.0 12.0 
  1EJ 
1st decile 4.0 4.5 3.1 3.1 
mean 6.5 6.7 6.4 6.5 
median 6.0 6.0 6.0 6.0 
9th decile 9.1 10.5 10.0 10.0 
  WOCJ 
1st decile 5.1 5.0 3.0 2.6 
mean 7.7 7.8 6.6 6.3 
median 8.9 9.0 6.0 6.0 
9th decile 9.1 9.1 9.7 9.7 
 

Table 5-7: First monthly real gross wage in JCSs and WOCJs in our sample (in €)  

  All age-groups Aged at least 25 years 
  East Germany West Germany East Germany West Germany 
  Men Women Men Women Men Women Men Women 
  JCS JCS 
# of obs. 6,542 4,085 694 291 5,577 3,667 445 197 
1st decile 621 624 304 321 664 668 890 639 
mean 871 862 929 877 894 876 1,147 1,058 
median 869 867 981 935 875 873 1,090 998 
9th decile 1,091 1,074 1,378 1,338 1,094 1,082 1,516 1,454 
  WOCJ WOCJ 
# of obs. 967 518 283 140 672 357 172 86 
1st decile 699 735 520 460 761 787 661 506 
mean 915 894 965 840 949 921 1,020 872 
median 892 886 1,040 762 943 892 1,024 762 
9th decile 1,140 1,132 1,255 1,169 1,141 1,132 1,369 1,432 

Note: 
- Real wages are deflated by the consumer price index, which was normalised to one for April 2005. 
- Contributory employment spells that belong to a JCS or WOCJ spell have to be identified by comparing their 
start dates. The statistics in this table only refer to JCS or WOCJ spells, for which a contributory employment 
spell with the same or quite similar start could be identified. 
- The data do not provide wage information on a monthly basis, but an average daily wage for employment 
periods during a calendar year. From these data, we computed monthly wage levels; hence they represent for an 
individual an average monthly wage of an employment period in the calendar year 2005. 
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Table 5-8: Regular employment rates of all and of matched controls 36 months after 
programme start (in %) 

    JCS 1EJ WOCJ 
   Controls Controls Controls Controls Controls Controls 

    
 before 

matching 
 after 

matching 
 before 

matching 
 after 

matching 
 before 

matching 
 after 

matching 
    Versus Waiting 

East Germany         
 Men 18.2 18.0 18.2 17.9 17.6 24.3 
 Women 13.5 13.6 13.4 14.0 13.2 19.8 
West Germany         
 Men 21.4 27.4 21.8 23.7 22.4 31.7 
 Women 14.4 19.0 14.8 19.3 15.2 23.2 
    Versus 1EJ-participation 
East Germany          
 Men 16.8 15.8 . . 16.3 21.3 
 Women 15.0 14.4 . . 14.9 21.8 
West Germany         
 Men 24.0 28.0 . . 24.8 33.2 
  Women 21.8 22.4 . . 23.7 28.5 

 
 

Table 5-9: Match Quality - mean standardised absolute bias (in %) 

    JCS 1EJ WOCJ 
   Before After Before After Before After 
    matching matching matching matching matching matching 
    Versus Waiting 
East Germany         
 Men 10.3 0.4 6.0 0.3 11.6 1.4 
 Women 10.6 0.4 6.1 0.2 13.7 2.1 
West Germany         
 Men 14.2 1.2 6.7 0.2 18.5 1.9 
 Women 18.7 1.8 10.5 0.3 25.0 1.8 
    Versus 1EJ-participation 
East Germany         
 Men 8.5 0.6 . . 8.2 1.1 
 Women 8.5 0.5 . . 11.5 1.7 
West Germany         
 Men 10.0 1.2 . . 14.3 1.9 
  Women 11.3 1.7 . . 16.7 2.0 
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Table 5-10: ATT on regular employment rate 6 and 36 months after programme start 
(in percentage points) 

    JCS 1EJ WOCJ 
   
    6 months 36 months 6 months 36 months 6 months 36 months 

    Versus Waiting 
East Germany               
 Men -3.8 *** 1.0 * -3.0 *** -1.2 *** -5.3 *** 5.6 *** 
 Women -2.2 *** 3.2 *** -2.0 *** 0.8 *** -3.2 *** 8.8 *** 
West Germany               
 Men -5.4 *** 0.2  -2.4 *** 1.4 *** -2.6  10 *** 
  Women 0.2  11.4 *** -1.7 *** 3.0 *** 2.5  3.8  

    Versus 1EJ-participation 
East Germany               
 Men -0.8 *** 3.1 *** . . . . -1.5 ** 8.2 *** 
 Women 0.0  2.5 *** . . . . -0.9  7.1 *** 
West Germany               
 Men -1.7 ** -0.7  . . . . 1.4  8.6 *** 
  Women 2.3   8.0 *** . . . . 4.5 * -1.7   

 
Note: *** 1 % significance level, ** 5 % significance level, * 10 % significance level. 
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Table 5-11: ATT on real annual gross earnings in 2005, 2006 and 2007 (in €) 

    JCS 1EJ WOCJ 
   
    2005 2006 2007 2005 2006 2007 2005 2006 2007 
    Versus Waiting 
East Germany                       
 Men 4,324 *** 804 *** 156 *** -414 *** -382 *** -176 *** 4,536 *** 1,060 *** 550 *** 
 Women 4,724 *** 1,298 *** 646 *** -230 *** -72 *** 137 *** 4,702 *** 1,865 *** 1,323 *** 
West 
Germany                      
 Men 4,310 *** 1,763 *** 835 *** -281 *** -1  117 *** 3,838 *** 1,829 *** 1,892 *** 
  Women 4,157 *** 2,516 *** 1,663 *** -181 *** 183 *** 357 *** 3,727 *** 1,608 *** 916 * 
    Versus 1EJ-participation 
East Germany                       
 Men 4,815 *** 1,265 *** 364 *** . . . . . . 5,058 *** 1,729 *** 1,021 *** 
 Women 5,009 *** 1,435 *** 484 *** . . . . . . 4,963 *** 1,853 *** 1,072 *** 
West 
Germany                      
 Men 4,647 *** 1,727 *** 716 *** . . . . . . 4,177 *** 1,558 *** 1,523 *** 
  Women 4,365 *** 2,425 *** 1,213 *** . . . . . . 3,957 *** 1,414 *** -9   

 
Note: *** 1 % significance level, ** 5 % significance level, * 10 % significance level. 
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Table 5-12: ATT on the probability not to receive UB II 6 and 36 months after 
programme start (in percentage points) 

    JCS 1EJ WOCJ 
   
    6 months 36 months 6 months 36 months 6 months 36 months 
    Versus Waiting 

East Germany               
 Men 25.1 *** -1.2 * -6.3 *** -3.5 *** 31.1 *** -0.9  
 Women 30.2 *** 1.1  -4.7 *** -2.3 *** 35.1 *** 2.7  
West Germany               
 Men 29.9 *** 0.8  -5.0 *** -3.1 *** 24.7 *** 7.6 *** 
  Women 31.5 *** 4.0  -4.2 *** -2.5 *** 20.5 *** 1.6  

    Versus 1EJ-participation 
East Germany               
 Men 32.1 *** 3.0 *** . . . . 38.2 *** 5.7 *** 
 Women 36.5 *** 3.8 *** . . . . 40.9 *** 4.4 * 
West Germany               
 Men 36.3 *** 3.6 * . . . . 29.3 *** 9.2 *** 
  Women 37.7 *** 6.2 ** . . . . 26.3 *** 3.5   

 
Note: *** 1 % significance level, ** 5 % significance level, * 10 % significance level. 
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Table 5-13: ATT on monthly average real equivalent UB II receipt in 1st, 2nd and 3rd year after programme start (in €) 

    
JCS 1EJ WOCJ    

    1st 2nd 3rd 1st 2nd 3rd 1st 2nd 3rd 
    Versus Waiting 

East Germany                       
 Men -236 *** 0  2  35 *** 22 *** 19 *** -269 *** -32 *** -11  
 Women -239 *** -23 *** -21 *** 27 *** 14 *** 11 *** -268 *** -49 *** -47 *** 
West Germany                      
 Men -267 *** -27 *** -19 * 32 *** 19 *** 16 *** -205 *** -54 *** -56 *** 
  Women -261 *** -47 *** -38 *** 31 *** 15 *** 12 *** -172 *** -2  -9  

    Versus 1EJ-participation 
East Germany                       
 Men -277 *** -25 *** -20 *** . . . . . . -313 *** -64 *** -44 *** 
 Women -269 *** -37 *** -35 *** . . . . . . -301 *** -58 *** -47 *** 
West Germany                      
 Men -306 *** -46 *** -33 *** . . . . . . -238 *** -65 *** -70 *** 
  Women -307 *** -68 *** -45 *** . . . . . . -228 *** -28   -12   

 
Note: *** 1 % significance level, ** 5 % significance level, * 10 % significance level. 
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Figure 5-1: Net effects on regular employment rates of 1EJ- or JCS-participation 
compared with waiting 

 

Note: Effects are displayed together with 90% confidence bands. 
 
 

Figure 5-2: Net effects on regular employment rates of 1EJ- or WOCJ-participation 
compared with waiting 

 

Note: Effects are displayed together with 90% confidence bands. 
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Figure 5-3: Net effects on regular employment rates of JCS- or WOCJ-participation 
compared with 1EJ-participation 

 

Note: Effects are displayed together with 90% confidence bands. 
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6 Summary and conclusive remarks 

6.1  Summary of the main findings 

In 2005, as a part of major labour market reforms, a large-scale direct job creation programme 

– the so-called One-Euro-Jobs – was introduced in Germany. One-Euro-Jobs are mainly 

temporary, part-time non-profit-sector jobs, which have to be additional and of public interest. 

Their central goal is to improve employability and in turn employment prospects of welfare 

recipients with severe difficulties finding a job. This dissertation in four articles provides 

empirical evidence on the selectivity and effectiveness of One-Euro-Jobs shortly after their 

introduction in 2005.67

To gain more knowledge on programme operation, the first paper (chapter 2) analyses the 

selectivity of One-Euro-Jobs in their introduction period. The programme was designed for 

particularly hard to place welfare recipients. However, we find that the programme in its 

introduction period fails to target welfare recipients who are very hard to place as well as 

further specific target groups. The only exception is young unemployed people aged less than 

25 years. Moreover, we find that West German women are less likely to participate than their 

East German counterparts. This can to a large extent be attributed to differences in individual 

characteristics and in the availability of child care facilities. 

 This evidence is interesting not only for German readers (such as 

policy makers and scientists), but should also be highly relevant for international readers. 

Similar schemes have been implemented in several countries to meet common challenges to 

the welfare state, while appropriate evidence is still scarce (see section 3.2) and results are 

certainly transferable to some extent. 

                                                 
67 Looking at two samples in early and mid-2005, we investigate one specific period with a particular economic 
situation shortly after the introduction of the Social Code II. In this period, public employment services had to 
shoulder the implementation of Social Code II, and selection into the programmes can not be assumed to be 
optimal. However, recent research for later samples suggests that employment effects of One-Euro-Jobs are 
comparable to our results (Huber et al., 2009; Thomsen and Walter, 2010). 
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In the subsequent three chapters, we investigate the effectiveness of One-Euro-Jobs in terms 

of improving the labour market performance of participants. We estimate net impacts of 

participation for participants compared to ‘waiting’ for two samples shortly after the 

introduction of the scheme.68

In chapter 3, the effectiveness of One-Euro-Jobs is analysed with a particular focus on effect 

heterogeneity for different groups of participants. One-Euro-Jobs contribute to leading some 

groups of participants back to regular jobs, but not to ending their welfare dependency. 

Hence, employment effects are heterogeneous: treatment is ineffective for the highly targeted 

group of the young unemployed. Moreover, treatment is effective for those who have not been 

employed for several years, but not for those whose last job ended in the year before 

treatment. Overall, treatment effects are moderate. 

 To gain a comprehensive picture of workfare impacts, we look 

at effect heterogeneity for different groups of participants and for different programme types 

as well as effectiveness in comparison to similar, but small-scale direct job creation 

programmes.  

In order to gain knowledge on how direct job creation has to be designed for it to become 

more effective, we compare different types of direct job creation in chapters 4 and 5. Chapter 

4 compares the effectiveness of different types of One-Euro-Jobs according to programme 

duration and working hours. As expected, lock-in effects are larger for longer planned 

participations, whereas for more intensive participations in terms of working hours this is not 

the case. In West Germany, One-Euro-Jobs generally increase the employment prospects and 

longer participations lead to slightly higher employment opportunities roughly two years after 

programme start. The initial advantages of short participations decrease over time. 

Chapter 5 compares the effectiveness of One-Euro-Jobs to two similar, but small-scale 

programmes: traditional job creation schemes and work opportunities in contributory jobs. In 

                                                 
68 ‘Waiting’ means that we regard people as participants who entered a programme in a given period and 
compare them to similar eligible non-participants who did not enter the programme in the same period, but might 
have participated later on. 
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contrast to One-Euro-Jobs, these schemes subsidise contributory jobs. All programmes 

contribute to bringing various groups of welfare recipients back to work at some time after 

programme start. Traditional job creation schemes appear to be more promising for welfare 

recipients than previous results for unemployment insurance (UI) and assistance (UA) 

recipients suggested (e.g., Caliendo et al., 2008a; Hujer and Thomsen, 2010). The two small-

scale programmes tend to perform better indicating that a higher subsidy combined with a 

selective use of the schemes leads to a higher quality of treatment. The incentives to search 

for regular jobs do not seem to be much reduced in the two schemes paying a regular wage 

compared to the One-Euro-Job scheme, but wages also tend to be low. We find the most 

beneficial impacts for participants in work opportunities in contributory jobs, which is the 

only investigated scheme that can also subsidise commercial jobs. 

6.2 Conclusive remarks 

In this section, we discuss conclusions concerning two important aspects that we already 

raised in the introduction: First, we start with a somewhat broader issue: What further 

research is needed in order to assess whether One-Euro-Jobs can be helpful in supporting a 

sustainable welfare state? What assessment can we already make at the current state of 

research? Second, we narrow our view: Are One-Euro-Jobs effective with respect to 

improving the labour market performance of participants? What policy implications can be 

drawn? What can the international reader learn? Finally, we close with an overall assessment. 

6.2.1 Issues for future research: Do One-Euro-Jobs support a sustainable welfare 

state? 

In the introduction, I argued that stronger emphasis was put on activation policies in order to 

support a sustainable welfare state. Does a scheme like One-Euro-Jobs in fact support a 

sustainable welfare state? Of course, this dissertation can only shed light on some of the 

aspects that are important to give an answer on such a broad question, and further research is 
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needed to answer this question. It is, nevertheless, worth considering this question and 

discussing some selected issues for future research. 

What do our results teach us concerning the question whether One-Euro-Jobs support a 

sustainable welfare state? We learned that One-Euro-Job participation moderately increases 

employment prospects for several groups of participants in our samples, but fails to reduce 

welfare dependency. As we find that One-Euro-Jobs fail to help participants to reduce or 

leave welfare receipt, one might argue that One-Euro-Jobs are not sustainable in terms of a 

cost-benefit-analysis and thus do not enhance the sustainability of the welfare state.  

However, there are several reasons why One-Euro-Jobs could nevertheless be beneficial for a 

sustainable welfare state. In the following paragraphs, we consider four of these aspects, not 

in the narrow framework of a cost-benefit-analysis, but taking on a broader view and thereby 

define topics for future research. 

First, One-Euro-Jobs aim at various goals. Besides improving the labour market performance 

of participants (employment, welfare receipt and earnings) that we focussed on, outcomes 

such as well-being, social integration of participants or provided public goods are also 

relevant. For example, potential beneficial effects on the participants’ well-being could be 

relevant for the welfare state e.g., because they might reduce health care costs. Knowledge on 

effects of One-Euro-Job participation on these outcomes is still lacking. Empirical evidence 

on well-being effects of employment and ALMPs indicates that well-being increases during 

ALMP participation (Andersen, 2008; Knabe and Rätzel, 2007; Koch et al., 2005; Strandh, 

2001).  

Second, positive employment effects and mainly negative effects on leaving welfare receipt, 

as found in this dissertation, indicate that non-participants to some extent take other routes out 

of welfare receipt than employment. These routes could be, e.g., entering a different 

household with higher earnings or just passing into another benefit system (e.g., incapability 

benefits). Therefore, effects on other benefit systems might play a role for the sustainability of 
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One-Euro-Jobs. If there is a causal effect leading participants to leave UB II less often to other 

benefit systems, this would imply that the fiscal effect of One-Euro-Jobs is less negative than 

suggested by our results on UB II receipt. 

Third, we have to consider potential screening and threat effects of One-Euro-Jobs (see 

section 1.2): Screening effects would imply that the existence of One-Euro-Jobs reduces 

benefit payments on a macroeconomic level because it makes individuals not truly in need 

refrain from applying for welfare benefits. Threat effects might imply that we underestimate 

treatment effects with our approach if persons in our control groups were assigned to the 

programme, but left welfare receipt to avoid treatment (Rosholm and Svarer, 2004). There is 

no evidence on screening and threat effects for One-Euro-Jobs yet. Several studies on 

different activation tools for UI recipients from different countries suggest that there is a 

threat effect of ALMP participation (e.g., Black et al., 2003; Büttner, 2008; Rosholm and 

Svarer, 2004, 2008). However, this research looks at UI and not at welfare recipients. 

Rosholm and Svarer (2008) find threat effects of various ALMPs, but not for UI benefit 

recipients who are unemployed for more than 60 weeks. This group can be regarded as similar 

to our population. Consequently, we cannot conclude whether threat effects can be expected 

for One-Euro-Jobs. Anyway, it is plausible to assume that threat effects are lower for persons 

with poor labour market prospects. Nevertheless, we can presume that threat and selection 

effects of One-Euro-Jobs are non-negative. Therefore, it could be argued that our estimates 

can be seen as a ‘lower bound’ for the employment effects of One-Euro-Jobs on the 

participants.  

Fourth, a large-scale programme like One-Euro-Jobs is also likely to affect the economy on 

the macro level. Consequently, potential macro effects of One-Euro-Jobs, such as substitution 

and deadweight effects, have to be considered.69

                                                 
69 For a comprehensive discussion of macroeconomic effects of ALMPs see Calmfors (1994). He defines the 
deadweight loss as “the hirings from the target group that would have occurred also in the absence of the 

 Knowledge on these effects is still scarce. 
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Hohendanner (2007) finds that establishments providing One-Euro-Jobs in East Germany in 

2005 show lower growth rates of regular employment than establishments not providing One-

Euro-Jobs. He assumes that substitution and deadweight effects would be less likely if the 

programme was targeted at hard-to-place unemployed. However, using longer panel data in a 

later study, he does not find support for the existence of substitution effects (Hohendanner, 

2009).  

We discussed four selected aspects (among many possible) that should be taken into account 

when thinking about One-Euro-Jobs supporting a sustainable welfare state. The first three 

points suggest that conclusions concerning the sustainability effects of One-Euro-Jobs drawn 

from our results might be too negative because potential threat and selection effects are not 

regarded. Furthermore, there might be positive effects of One-Euro-Jobs on other benefit 

systems and outcomes. The fourth point implies that our results might be overly positive 

because they neglect potential negative effects on the macro level.  

6.2.2 The effectiveness of direct job creation and policy implications 

What policy implications can we draw from our results beyond this, e.g. on how to increase 

the effectiveness of the scheme? What can the international reader learn? There are at least 

two lessons to be learned: 

To start with, we learn that single programme features matter and programmes have to be 

designed with care. In our case, we learn that features such as duration, market environment 

and a selective use seem to make a difference. Our results in chapters 4 and 5 suggest that 

there is some scope of increasing the overall effectiveness of the schemes by reallocating 

participants between programmes and programme types. 

Using the example of duration, we learn that short-term effects differ from medium-term 

effects. For the case of West Germany, we find that a longer duration leads to stronger lock-in 

                                                                                                                                                         
programme” and the substitution effect as “the extent to which jobs created for a certain category of workers 
simply replace jobs for other categories, because relative wage costs are changed” (Calmfors, 1994, p. 17). 
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effects, which might be necessary to accept in order to achieve positive treatment results in 

the medium term.  

Regarding the two small-scale programmes paying a regular wage, results indicate that these 

programmes work better for our samples than One-Euro-Jobs. Participants in job creation 

schemes or work opportunities in contributory jobs are better off than with One-Euro-Job 

participation instead. However, because small-scale operation (and the selective use) is 

probably one determinant of their success, we cannot conclude that these two programmes 

should be extended. Moreover, employment schemes in a market environment should not be 

extended improvidently due to potential substitution effects (Ruppe and Stephan, 2009). 

Furthermore, our findings imply that programme targeting is important. In particular, results 

in chapters 3 and 5 suggest that direct job creation works better for participants with severe 

difficulties finding a job. First, results for traditional job creation schemes are more promising 

for welfare recipients than for UI and UA benefit recipients (e.g., Caliendo et al., 2008a; 

Hujer and Thomsen, 2010). Second, One-Euro-Jobs perform better for those welfare 

recipients who have not been employed for several years than for those who have been 

employed in the year before treatment. These results suggest that direct job creation should be 

targeted at benefit recipients who have not worked for several years. However, One-Euro-

Jobs do not work better for all the groups that have specific difficulties finding a job. For 

example, One-Euro-Jobs do perform better for those without vocational training or with a 

migration background (see chapter 3; Hohmeyer and Wolff, 2007; Thomsen and Walter, 

2010). A possible explanation would be that direct job creation might help long-term non-

employed persons to get used to regular work schedules again. However, it might not be 

helpful for particular groups to overcome their specific employment barriers, like e.g. 

language skills for migrants. Further research is needed to determine which welfare recipients 

with which kind of deficits benefit most from participation. 
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Overall, I conclude that particular care has to be given to programme targeting and design. 

Furthermore, without providing strong evidence on this, I assume that the two factors interact. 

For example, a longer duration of participation might be particularly beneficial for welfare 

recipients who have not worked for some time. Lock-in effects can be assumed to be less 

relevant for them and longer treatment might be necessary to increase their employability. 

Further research on the interaction of programme design and targeting is needed.  

 

Taken the arguments of section 6.2.1 and 6.2.2 together, I would draw the following 

conclusion: Of course, we cannot make a thorough judgement of sustainability effects yet. To 

draw definite conclusions regarding the role of One-Euro-Jobs in a sustainable welfare state, 

further research on issues such as threat, screening and macroeconomic effects (as discussed 

in 6.2.1) is needed.  

However, this dissertation certainly enables us to make the following statement: One-Euro-

Jobs and probably direct job creation in general are not a silver bullet. Nevertheless, they are 

quite likely to be a helpful tool if they are targeted at welfare recipients with severe 

difficulties finding a job. There are two reasons supporting this advice. First, larger 

employment effects could be observed for those unemployed people who have not been 

employed for several years. Second, targeting One-Euro-Jobs at the hard-to-place 

unemployed makes deadweight losses and substitution effects unlikely.  
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