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Plan of the talk

> Welfare in Germany

> The programmes evaluated

> Methods usedet ods used

> Major results for labour market outcomes

l h ff> Health effects

> Does implementation and counselling matter?

> Possible improvement by changing the allocation of welfare 

recipients to different programmes



Welfare in Germanyy

> Major reform in 2005 (Hartz IV)

• Integrate UI benefits & 'social assistance' into a more coherent 
system

> Welfare benefits for those who could work (UB II)> Welfare benefits for those who could work (UB II)

• Able and willing to work at least 15 h per week, active job search, 
willingness to attend ALMP (sanctions possible)

• Amount depends on household size, composition and income

• 2009, single household: 351 EUR + housing + …

• Maximum duration: 'forever'

• 2005-2010: Stock of 5-7 million UBII recipients (approx. 50% UE)



The German Welfare‐to‐Work programmes (1) 

> Goals: To (re)integrate welfare claimants into the labour 

market as quickly as possible & to reduce welfare dependency

> We evaluate the 3 most important programmes

> One Euro jobs

• public-sector-related workfare programmes

• goal: restoring or improving the employability of their 

participants by work experience

• work load of 20-30 hours per week over 3-12 month

• wage of 1-2.5 € per hour in addition to UB II



The German Welfare‐to‐Work programmes (2) 

> Short training courses

d rations a fe da s to t o eeks• durations a few days to two weeks 

• content is rather heterogeneous

 Used to check the welfare recipients' occupational aptitude & availability for 
the job market & provide basic job search assistance 
(ex. sample work days, job application & job interview trainings)

 Aims at minor adjustments of general job relevant skills 
(ex. language courses & computer classes)

> Further training courses

• more substantial human capital investment• more substantial human capital investment 

• adaption of occupation-specific skills to recent labour market developments 

• class-room training or 'practice firms' that simulate a job

• planned durations vary from a few months to up to three years 



The German Welfare‐to‐Work programmes 

• German Economic Review, 2010, p. 186



Methods used 

> Combination of administrative and survey data

• Population investigated: Welfare recipients in October 2006

• Programmes starting between 1/2007 and 4/2007

• Outcomes measured until 12/2007

• Eligibles only

> Rich data  Empirical selection on observable strategy (matching) 

to account for differences of welfare recipients in different 

programmes (and non-participants) 

• One Euro jobbers have lowest a priori chances on the labour market





Descriptive statistics (2)p



Major results for labour market outcomes (1)j
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Major results for labour market outcomes (3)j 3
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Major results for labour market outcomes (2)j



Major results for labour market outcomes (3)j 3

> Outcome measured in the second survey (ATET)



Health effects

JHE (2010), p. 496



Does implementation & counselling matter? (1)



Does implementation & counselling matter? 
(1a)(1a)



Does implementation & counselling matter? (2)



Does implementation & counselling matter? 
(2a)(2a)



Does implementation & counselling matter? (3)



Does implementation & counselling matter? 
(3a)(3a)



Reallocation …

> Possible improvements by changing the allocation of welfare 

recipients to different programmes

• There is considerable heterogeneity in the effects  use it to 

send the 'right unemployed' to the right programmes



Conclusions (1)

> No significant effects of all 3 programmes on future welfare dependency

> Short training has significantly positive effect on self sufficient employment> Short training has significantly positive effect on self-sufficient employment

> Training courses reduce welfare dependency and that further training also has 
some positive employment effects 

• Limitations

 Sample sizes are too small to detect smaller effects 

 Evaluation window is too short to draw any conclusions with respect to mid and long term y p g
effects, especially for the workfare programme

> Effect heterogeneity

• Positive employment effects for participants in One-Euro-Jobs who are men // notPositive employment effects for participants in One Euro Jobs who are men // not 
lone parents // not migrants

• Short & further training effective for young participants and non-migrants

Sh t t i i h iti l t ff t th ld l & l ith• Short training shows positive employment effects on the elderly & people with 
small children



Conclusions (2)

> Employment increases health in general and mental health in particular

> Th ff t i l d i b l ti th t ’ h lth> These effects are mainly driven by males, suggesting that women’s health 
is relatively inert with respect to the employment state 

> In contrast, the effect of programme participation is ambiguous and most , p g p p g
effect estimates are not significantly different from zero

> Thus, keeping unemployed individuals ‘busy’ in welfare-to-work 
programmes ceteris paribus entails poorer health states than a placement 
into employment

• From this perspective, a ‘work first’ approach, which focuses on a fast (re-) p p , pp , ( )
integration into the labour market (e.g. by means of wage subsidies) rather 
than an extensive use of welfare-to-work programmes (e.g. public workfare) in 
the activation process, seems to be in the interest in workers and policy p , p y
makers



Conclusions (3)3

> Observed allocation is not optimal in terms of welfare receipt & 

lemployment

• Optimal targeting of programmes (constant share of participants in 

each programme type) would reduce welfare dependency andeach programme type) would reduce welfare dependency and 

increase employment by about 9 percentage points

> Further research is needed> Further research is needed 

• to evaluate long-term effects of a broader range of activation 

measures

• This will eventually allow judging the overall effectiveness of an 

important component of the recent welfare reforms in Germany
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