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IZA Evaluation Dataset: Unique Resource
for Evidence Based Labor Market Policy

As far as data on unemployment are con-
cerned, the general public usually thinks of
official statistics provided by a government
agency, such as the Federal Employment
Agency (BA) in Germany. Given their accu-
racy and fast availability, these data also
frequently provide the basis for decisions
made by policymakers and business leaders.
In recent decades, however, independent
labor market research has gained signifi-
cance as an innovative source of data that
contains additional information on current
labor market trends.

In this context, the IZA Evaluation Dataset
has come to play an importantrole. The cre-
ation of this pioneering dataset was made
possible by a fruitful collaboration with
the BA’s Institute for Employment Research
(IAB) in Nuremberg and special permission
granted by the Federal Minister of Labor in
2002. The IZA Evaluation Dataset combines
administrative data from the BA with an ex-
tended set of survey information on a large
sample of entries into unemployment. This
unique combination allows researchers to
overcome the typical problems associated
with the analysis of only one type of data-
set. For instance, the BA’s administrative
data contain detailed information on the
beginning and end of unemployment spells
and the income earned throughout an em-
ployment history, but they contain little or
no information on individual characteris-
tics, attitudes, qualifications, or household
composition - the kind of information that
would be of great value for the evaluation of
labor market policies.

While such information could be gained
by conducting surveys, interview respons-
es tend to be inaccurate when it comes to
events and experiences that date back a
long time. The unique setup of the IZA Eval-
uation Dataset solves this problem by com-
bining the respective advantages of both
types of data. IZA took this innovative ap-

proach several years ago and has since then
put great effort into creating a dataset that
provides a solid foundation for the analysis
of various facets of labor market policy. The
findings contribute a great deal to the un-
derstanding of job search behavior and the
effectiveness of labor market programs for
different target groups. The IZA Evaluation
Dataset thus delivers important hints for la-
bor market policy practitioners.

“These data allow very high quality
non-experimental evaluations. There

is nothing like this available in the

US or Canada.”

Jeffrey A. Smith (Professor, University of
i Michigan; IZA Research Fellow)

The potential of the dataset was highlight-
ed at a recent workshop on “Policy Lessons
from the IZA Evaluation Dataset” held at
IZA in Bonn. The main goal of the workshop
was to summarize the existing results based
on the IZA Evaluation Dataset and to serve
as a platform to discuss how data access
and quality could be further facilitated in
order to create the basis for evidence-based
policy advice in the future. The clear mes-
sage sent out by this workshop was that
high quality research requires access to high
quality data. Klaus F. Zimmermann, Director
of IZA and co-organizer of the workshop,
emphasized that this dataset is a successful
attempt to provide adequate data to the re-
search community, allowing new studies on
a wide range of research questions.

During the first day of the workshop the
focus was on scientific contributions based
on the IZA Evaluation Dataset. Data users
from different international institutions
presented their frontier research. The sec-
ond day of the workshop addressed a policy
oriented audience by presenting empirical
evidence and resulting policy implications
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From September20-22, 2012, IZAwill
host the Annual Conference of the Eu-
ropean Association of Labour Econo-
mists (EALE) in Bonn.
The event will also fea-
ture the presentation
of the 2012 IZA Prize in
Labor Economics.
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IZA EVALUATION DATASET

based on the IZA Evaluation Dataset to
policymakers and practitioners in order to
illustrate the importance and value added
of access to high quality data. The panel
discussion with practitioners and policy-
makers at the end of the second day finally
served as a forum to exchange experiences
and ideas, and to express the expectations
held by researchers and policymakers.

“By improving our understanding
of unemployed individuals’

behavior, this dataset allows us to
design better and more effective policies.”

Marco Caliendo (Professor, University of
Potsdam; IZA Program Director)

After an introduction by Klaus F. Zim-
mermann, Annette Bergemann (University
of Mannheim and 1ZA) gave the first pre-
sentation on the evaluation of ex ante
effects of ALMP programs. For instance,
individuals might prefer to avoid program
participation due to different reasons
and therefore increase job search activi-
ties. Those anticipation effects are usually
hard to determine as this often requires
unobservable information on the program
assignment and the job search behavior of
the unemployed. The IZA Evaluation Da-
taset provides the required information.
Bergemann and co-authors find that an-
ticipation effects exist in the sense that
individuals adjust their reservation wage
and search effort if they perceive a high
treatment propensity.

IZA Program Director Amelie F. Constant
(George Washington University) pre-
sented the findings of two papers. The
first paper on “Ethnicity, Job Search and

Labor Market Reintegration of the Un-
employed” adapts a recently developed
concept of ethnic identity, the ethnosizer,
to shed light on the native-migrant dif-
ferences in economic outcomes. The IZA
Evaluation Dataset
tion on a large number of migration and
job search variables allowing Constant
and her co-authors to investigate the la-
bor market reintegration, patterns of job
search, and reservation wages across un-
employed migrants and natives. The find-
ings indicate that “separated” migrants
have a relatively slow reintegration into
the labor market, which is mainly due to
low search effort and moderate reserva-
tion wages compared to other groups of
migrants. The second study presented by
Constant analyzes if reservation wages in-
crease from first to second generation mi-
grants. The hypothesis derives from two
extensions of the basic job search model,
namely an unknown wage offer distribu-
tion and different reference standards. In
both extensions, changing frames of refer-
ence are identified as a channel through
which the phenomenon of increasing
reservation wages may arise. In as far as

includes informa-

language skills or self-evaluated returns to
characteristics reflect a person’s frames
of reference, they indeed find empirical
support for this mechanism to be present.
Both studies clearly illustrate that ethnic
identity has an important influence on
the job search behavior and thus on labor
market integration. Constant concluded
that ethnic identity of individuals has to
be taken into account when assigning un-
employed individuals to ALMP programs.

The next session was devoted to studies
on the job search behavior of unemployed
individuals. Ricarda Schmidl (1ZA) presented

empirical evidence on the relationship be-
tween social networks and the job search
behavior of unemployed individuals. She
emphasized the importance of the IZA
Evaluation Dataset for this study as it con-
tains extensive information on job search

behavior and direct measures for the social
network of individuals. The authors find
that individuals with larger networks use
informal search channels more often and
shift from formal to informal search, which
confirms the theoretical expectations.

“By combining administrative
data with survey data, IZA has
been at the forefront of promoting
evidence-based policymaking in
Germany. These data are an indispensable
asset for research and policy advice.”

Klaus F. Zimmermann (IZA Director)

Arne Uhlendorff (University of Mannheim
and IZA) addressed the question to what
extent personality traits such as locus of
control impact job search behavior. Stan-
dard job search theory assumes that un-
employed individuals have perfect infor-
mation about the effect of their search
effort on the job offer arrival rate. The
authors suggest an alternative job search
model which assumes that each individual
has a subjective belief about the impact
of his or her search effort on the rate at
which job offers arrive. The study indeed
finds evidence that individuals with an in-
ternal locus of control search more. This
has clear implications with respect to the
assignment of ALMP. It suggests, for in-
stance, that in particular unemployed in-
dividuals with an external locus of control
need more job search assistance as they
search less compared to individuals with
an internal locus of control.

The presentation by Ulf Rinne (1ZA) com-
pared natives and second generation
migrants among the unemployed with
respect to economic effects of risk at-
titudes, time preferences, trust and reci-
procity. The findings suggest that both
groups mainly differ in terms of risk at-
titudes and positive reciprocity. Second
generation migrants have a significantly
higher willingness to take risks and they
are less likely to have a low amount of
positive reciprocity when compared to
natives. Rinne discovered a significantly
lower employment probability for individ-
uals with a high willingness to take risks.
Some evidence suggests that this result is
channeled through reservation wages and
search intensity. These results, as well, are
highly important for the assignment pro-
cess of ALMP programs.
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Deborah A. Cobb-Clark (University of Mel-
bourne and IZA) gave the keynote speech
on “Evidence-based Policy: Do We Have
the Data Necessary to Recognize Good
Policy if We See It.” Using the case of Aus-
tralia as an example, she highlighted the

improvement in data quality and avail-
ability during the last decades. Today
researchers have different data sources
available for scientific purposes, includ-
ing surveys, administrative data and a
combination of both. This improved data
availability led to a remarkable increase in
publications over the last decades. As a
consequence, empirical evidence is avail-
able on various issues that are relevant to
policymakers. However, the abundance of
studies makes it difficult for policymak-
ers to absorb all this information and
distinguish between reliable and unreli-
able evidence. Cobb-Clark therefore pre-
sented an “evidence hierarchy for Austra-
lian policymakers” based on criteria such
as publication in high-quality journals,
use of Australian data, recent publication
date, and relation to the policy being con-
sidered. Furthermore, empirical evidence
based on randomized trials and natural
experiments should be preferred over
non-experimental evidence. In this regard,
Cobb-Clark encourages more interaction
between researchers and policymakers
to conduct more experimental studies in
the field of labor economics. Policymak-
ers are interested in reliable evidence while
researchers want better data quality and
access. Improving the alignment of both
streams of interests would have a positive
impact on the future availability of data.

“The unique combination of
labor market outcomes and
psychological markers makes )
this data set a fantastic source of i
information about causes and consequences i
of unemployment histories.” i
Armin Falk (Professor, University of Bonn;
IZA Program Director) i

The policy oriented part of the work-
shop started with presentations by IZA
researchers UIlf Rinne and Steffen Kiinn.
Rinne gave an overview of studies that
analyze the role of migration background
and ethnicity in the job search process.
He emphasized the importance of the
IZA Evaluation Dataset to conduct these
assessments as it includes the required
information on migration, ethnicity and
job search behavior for a large sample of
unemployed individuals. He pointed out
that that ethnicity and cultural diversity
have measurable impacts on economic
outcomes. Furthermore, migrants’ com-

IZA EVALUATION DATASET

plementary qualifications such as their
specific problem-solving abilities, their
creativity and their language skills con-
stitute an enormous economic poten-
tial. Rinne argued that an industrialized
economy like Germany should recognize
this potential of a diversified population
and more thoroughly think about how to
fully activate it. This includes a faster rein-
tegration of unemployed individuals with
an immigrant background. His empirical
results revealed important differences
between natives and migrants in the job
search process that should be taken into
consideration in the making of labor mar-
ket policy. For example, intensified moni-
toring and job search assistance would ac-
celerate the labor reintegration of specific
groups.

i
E “Compared to other datasets, the

i IZA Evaluation Dataset enables

! adeeper understanding of the

I reasons behind the (in)effectiveness

i of policy measures. Research outcomes based
i on these data are of invaluable importance

E for academia, policymakers, and society at

i large.”
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Gerard J. van den Berg (Humboldt
Professor, University of Mannheim;
IZA Program Director)

Kinn presented first empirical evidence on
the effectiveness of ALMP for unemployed
youth in Germany. Surprisingly, no em-
pirical evidence exists so far although the
number of youths participating in ALMP
each year is substantial. Data restrictions
are the main impediment to such an anal-
ysis because analyzing young people as a
subgroup of the labor market requires a
large dataset. The IZA Evaluation Dataset
fills this gap. Kiinn and co-authors con-
sider participation in a variety of different
programs such as short-term training, job
creation schemes or wage subsidies. The
results indicate positive long-term em-
ployment effects for nearly all measures
under scrutiny, with the exception of pub-
lic sector job creation which is found to be
ineffective.

The practitioners and policymakers who
contributed to the panel moderated by
Hilmar Schneider, Director of Labor Policy
at IZA, included Eckart Hohmann (Former
President of the State Statistical Office of
Hesse and Member of the German Data
Forum), Johannes Vogel (Member of the
German Bundestag and FDP labor market
expert) and Manfred Zauner (Expert for la-
bor statistics at the Austrian Ministry of
Labor and Social Affairs). The panelists
commented on questions of data protec-
tion, access to highly sensitive data, and
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the need for political support of initiatives
like the IZA Evaluation Dataset.

Schneider looked back on progress made
over the past years in terms of data pro-
vision for scientific research. In coopera-
tion with the established Research Data
Centers, it has become possible to create
and access much larger anonymized data-
sets. However, the problem of a general
prohibition of data retention in Germany
remains unsolved, which continues to im-
pede the scientific use of administrative
data. Schneider called on policymakers
to enable researchers to access the data
necessary to uncover inefficiencies and
undesired effects of labor market policies
and to identify those programs that work.
“This would imply, of course, that politi-
cians may find their own policies proven
wrong - but this is a risk they should take,”
said Schneider.

1

E “The accuracy of administrative
i data, combined with the wide

| scope of information contained

! in survey data, opens up new ways for the
1

1

1

1

1

1

1

1

1

1

1

analysis of labor market programs.”

Hilmar Schneider (IZA Director of
Labor Policy)

According to Hohmann, data access
could improve in the wake of European le-
gal harmonization. Zauner explained that
access to administrative data in Austria
is handled in a more pragmatic fashion
without jeopardizing data protection ob-
jectives. It therefore comes as no surprise
that international research has produced
a number of important studies based on
Austrian datasets. Vogel underscored the
significance of facilitated data access for
independent research from the viewpoint
of policymaking in order to foster evi-
dence-based evaluation of labor market
programs. The experts agreed that this
goal will become even more important
in the future when it comes to analyzing
the impact of demographic change on the
labor market, employment and social se-
curity.
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Labor Policy-Making i
IZA Discussion Paper No. 5400 i
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IZA JOURNALS

IZA Launches Five Open Access Journals:
Ideal Outlet for Studies in All Areas of Labor Economics

Scientific research and policy advice
strongly depend on the regular dissemi-
nation and exchange of methodological
advances and new empirical findings.
Cutting-edge research, however, is often
published in renowned journals that have
a considerable time lag until publication.
Therefore, all major research institutions
and networks have their own working pa-
per series in which new studies are pre-
published. In the field of labor econo-
mists, the IZA Discussion Paper Series has
long established itself as the most popu-
lar and most influential outlet. Close to
7,000 papers have already been published
in the IZA series during the past 15 years.
IZA has also been actively involved in the
making of important field journals, for
example by hosting the editorial office of
the Journal of Population Economics, co-
editing the Research in Labor Economics
series, and collaborating with other inter-
national peer-reviewed journals.

To complement these efforts, IZA has now
launched a new series of open access jour-
nals in close cooperation with Springer
Verlag, which has traditionally been an im-
portant partner in publishing. The aim of
the new IZA Journals is to provide a high-
quality, peer-reviewed outlet for papers

|ZA Journal of

Labor

»  http://izajole.iza.org/

b4 izajole@iza.org ; )
conomics

Editors

Pierre Cahuc (Ecole
Polytechnique, Paris and IZA)

V. Joseph Hotz (Duke University and I1ZA)

Managing Editor
Anne C. Gielen (Erasmus University
Rotterdam and IZA)

Associate Editors

and IZA)
Oriana Bandiera (LSE and IZA)
Bob Gregory (ANU and IZA)

James J. Heckman (University of Chicago
and IZA)

Peter]. Kuhn (UC Santa Barbara and IZA)
Alexandre Mas (Princeton University and
1ZA)

Andrew J. Oswald (IZA and Warwick
University)

Christopher A. Pissarides (LSE and 1ZA)
Claudia Senik (PSE and IZA)

Francis Vella (Georgetown University and
1IZA)

]
1
i
i
i
i
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E Torben M. Andersen (University of Aarhus
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i
i
i
i
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as an instrument to foster production of
knowledge and scientific excellence in the
areas where IZA sees need. We encourage
in particular submissions that relate to
the IZA program areas, such as program
evaluation, personnel economics, insti-
tutional labor economics, migration and
ethnicity, transition and emerging econo-
mies, jobs and development, future of la-
bor, environment and development, and
growth and employment in low income
countries.

Obtaining quick publications is the ob-
jective of all researchers. One of the key
characteristics of the IZA Journals is the
fast decision making and publication pro-
cess. Acceptance/rejection decisions are
expected to be made within one month
from the receipt of the original manu-
script. The publication appears online
within one month after the submission
of the final manuscript. The fast process
from the submission to the acceptance/
rejection decision is guaranteed by (i) an
advanced desk rejection policy and (ii) the
fact that only those refereed papers that
require minor revisions are accepted while
those not accepted are rejected without a
detailed referee report. This requires the
submission of manuscripts which authors

1ZA Journal of

Labor Policy

P  http://izajolp.iza.org/
>4 izajolp@iza.org

Editors

Juan F. Jimeno (Bank of Spain
and IZA)

David Neumark (UC Irvine and IZA)

Managing Editor

Nuria Rodriguez-Planas (I1ZA, IAE-CSIC and
Universitat Pompeu Fabra)

Associate Editors
Kaushik Basu (Cornell University and I1ZA)

David Blanchflower (Dartmouth College
and IZA)

Marco Caliendo (University of Potsdam
and IZA)

Anne Case (Princeton University and 1ZA)
Janet Currie (Princeton University and 1ZA)

Juan]. Dolado (Univerdad Carlos Ill de
Madrid and 1ZA)

Richard B. Freeman (Harvard University

and IZA)
Stefano Scarpetta (OECD and IZA)
Erdal Tekin (Georgia State University and IZA)

Gerard van den Berg (University of
Mannheim and IZA)

consider ready for direct publication if
found suitable by the editorial team. A
limited number of 24 articles per journal
per year will be published.

The 1ZA Journals will be accessible on-
line through SpringerOpen. This implies
that electronic access to all five new jour-
nals is provided freely and permanently
worldwide immediately upon publication.
IZA sees open access as a key channel to
promote the dissemination of latest find-
ings from research and policy. This will
particularly benefit researchers and in-
terested readers from less developed re-
gions of the world. To make open access
possible, moderate publication fees apply.
These are waived for members of the IZA
network, who are asked to participate in
the referee process. This provides an ad-
ditional collaboration incentive for 1ZA
Fellows and Affiliates. Authors not affili-
ated with IZA are also exempt from fees if
they provide several referee reports. In ad-
dition, no fees apply to authors, e.g. from
developing countries, who are specifically
invited by the editors.

The following is a short description of
each journal. Information on the editorial
boards can be found in the boxes below.

1ZA Jowrmal of

European

»  http://izajoels.iza.org/
b4 izajoels@iza.org .
Labor Studies
Editors

Alan Barrett (Trinity College
Dublin and I1ZA)

Sara de la Rica (University of the Basque
Country and I1ZA)

Managing Editor
Martin Kahanec (Central European Univer-
sity, Budapest and 1ZA)

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
! 1
! 1
! 1
! |
! 1
! 1
' 1
1 1
! 1
! 1
! |
1 1
! 1
! 1
! 1
1 1
! 1
! 1
! 1
1 1
i Associate Editors i
1
i Werner Eichhorst (1ZA) '
1 1
i Pawel Kaczmarczyk (Warsaw University 1
1 and IZA) !
1 1
1 Francis Kramarz (CREST and IZA) !
1 1
! Jonathan Portes (NIESR and IZA) !
1 1
i Jo Ritzen (IZA and Maastricht University) i
1
i Nina Smith (University of Aarhus and 1ZA) |
1 1
1 Coen Teulings (CPB and IZA) !
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
1 1
' !

Mirjam van Praag (University of Amsterdam
and IZA)

Arthur van Soest (Tilburg University and
IZA)

Etienne Wasmer (Sciences Po and IZA)
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IZA Journal of Labor Economics

The IZA Journal of Labor Economics cov-
ers research in all areas of labor econom-
ics. It publishes high quality theoretical
and applied contributions on both micro-
economic and macroeconomic oriented
labor-related topics. In particular, the
Journal encourages submissions in subject
areas that are closely linked to the various
IZA program areas, and are not covered
by one of the other area-specific journals
in the IZA Journal Series. Contributions on
various topics such as evaluation of labor
market programs, behavioral and person-
nel economics, labor market aspects of
environmental issues, and labor market
institutions, among others, are highly wel-
comed.

IZA Journal of Labor Policy

The 1ZA Journal of Labor Policy covers
all aspects of labor policy, including em-
pirical, theoretical, and institutional ap-
proaches discussing concrete issues that
are of value for policy formulation and
decisions. A central theme of the Journal
is the analysis of the role and effects of la-
bor policy in influencing socio-economic
outcomes. In addition, The IZA Journal
of Labor Policy will publish studies that
synthesize existing research to draw policy
conclusions or suggest new frameworks
for thinking about labor policy issues.
Subject areas include evaluation of labor

P http://izajold.iza.org/
b4 izajold@iza.org

1ZA Joumal of

Labor &

Development

Editors

David Lam (University of
Michigan and IZA)

Hartmut Lehmann (University of Bologna
and I1ZA)

Managing Editor
Jackline Wahba (University of Southampton
and 1ZA)

Associate Editors

Nancy Chau (Cornell University and IZA)
John S. Earle (GMU and IZA)

Gary Fields (Cornell University and IZA)

Markus Frélich (University of Mannheim
and I1ZA)

Adriana Kugler (Georgetown University and
IZA)

Murray Leibbrandt (University of Capetown
and IZA)

David A. Robalino (World Bank and IZA)
Klara Sabirianova Peter (UNC and IZA)
Rodrigo R. Soares (PUC-Rio and IZA)

Zhong Zhao (Renmin University of China
and I1ZA)

IZA JOURNALS

market programs (including but not lim-
ited to active labor market programs) and
educational or other interventions that
affect labor market outcomes, analysis of
the relationship between institutions and
labor market outcomes, and all public
policy aspects of labor, education, wel-
fare and related social policies, and retire-
ment, including effective policy implemen-
tation. Studies of labor policy issues from
developing, and developed

economies are also welcome.

transition

IZA Journal of European Labor Studies

The IZA Journal of European Labor Stud-
ies publishes high-quality international
research on a wide range of issues of rel-
evance for European labor markets. In its
scope it is policy-oriented and focused
on applied research work. The Journal
aims at contributing to the current pol-
icy debate across Europe and within its
various countries. This includes analyses
of European labor policy dealing with
concrete policy problems, reforms, pro-
posals or issues that are of concern for
policy-making. In general, the IZA Jour-
nal of European Labor Studies publishes
high-quality original research articles.
Occasionally the journal also invites ar-
ticles that are reviews or syntheses of
the literature which have clear policy rel-
evance and which draw concrete policy
conclusions.

»  http://izajom.iza.org/
b4 izajom@iza.org

1ZA Joumal of

Migration

Editors

Amelie F. Constant (George
Washington University and IZA)

Denis Fougere (CNRS, CREST and IZA)

Managing Editor
Corrado Giulietti (IZA)

Associate Editors
George J. Borjas (Harvard University and IZA)

Barry R. Chiswick (George Washington
University and I1ZA)

Shi Li (Beijing Normal University and I1ZA)

Pia M. Orrenius (Federal Reserve Bank of
Dallas and 1ZA)

Una O. Osili (IUPUl and I1ZA)

Giovanni Peri (UC Davis and IZA)

Jacques Poot (University of Waikato and
1ZA)

James P. Smith (RAND and I1ZA)

1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
1
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Alan Manning (London School of Economics) |
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Yves Zenou (Stockholm University and IZA) |
1

1
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IZA Journal of Migration

The IZA Journal of Migration covers all
issues related to the economics of migra-
tion and ethnicity in developed or devel-
oping countries. The journal constitutes
the first platform dedicated to fostering
the international debate and to promot-
ing publication excellence in the field of
migration economics. The IZA Journal of
Migration publishes original theoretical
and applied contributions, including top-
ics such as the determinants and conse-
quences of human mobility in both send-
ing and receiving regions and the analysis
of migration experience - including the
assimilation of migrants and their chil-
dren, their occupational choices, the role
of immigrants’ social networks and remit-
tance behavior. Likewise, the journal en-
courages submissions of papers covering
topics such as the economic analysis of
ethnicity, ethnic identity, and language. At
a broader level, the IZA Journal of Migra-
tion aims at providing policymakers with
evidence-based insight on the economics
of internal and international migration.
As such, papers which focus on the role of
migration policies dealing with the moni-
toring of immigration flows, the process
of naturalization, and asylum orillegal mi-
gration are also welcome.

IZA Journal of Labor & Development

The IZA Journal of Labor & Development
covers all aspects of economic develop-
ment related to issues of human behavior
and/or the labor market of developing,
emerging or transition countries, includ-
ing both policy issues and more structural
problems. In particular, the IZA Journal of
Labor & Development encourages submis-
sions in subject areas that cover all fields
of labor economics in a development con-
text. We welcome original high quality pa-
pers, both empirical and theoretical, that
deal with issues related to labor and/or la-
bor markets in developing, emerging and
transition economies.

IZA Director Klaus F. Zimmermann: “We be-
lieve that our five new open access jour-
nals will stimulate cutting-edge research
and its worldwide dissemination. A fast
referee process and free online access
are important features to spread knowl-
edge and inform political decision-makers
about new findings that help improve pol-
icy programs. The strong IZA network is a
perfect asset to make this happen.”

/>IZA




'}nz;\

IZA RESEARCH

Reforming the Labor Market: What Can Be Learned from Germany?

After decades of mainly negative perception
both from within Germany and abroad, the
German employment “model” is attracting
quite some attention again. This is mainly
due to its success in weathering the recent
global economic crisis: While other countries
experienced major job losses, Germany wit-
nessed decreasing unemployment rates and
record levels of newly created jobs. In fact,
after a long period of stagnation, Germany
hasnow one ofthe highestemploymentrates
in Continental European countries, closing
up to such countries as Denmark, Sweden
or the Netherlands and similar to the UK
('Y Figure). Quite unexpectedly, as Germany
was often seen as a laggard with a persistent
weakness in job creation, the country is now
on parwith former role model or benchmark
countries. Furthermore, accelerated job cre-
ation in Germany cannot only be attributed
to the emergence of an additional layer of
“bad jobs” at the margin of the labor mar-
ket due to deregulation, but it is also partly
driven by structural changes encouraging
the creation of many “good jobs” in skilled
service sector occupations. However, the re-
cent change in labor market conditions did
not evolve over night. It is not sufficient to
focus only on the impressive performance
during the crisis. The overall improvementin
labor market outcomes is the effect of a lon-
ger sequence of cumulative structural and
institutional adjustments revitalizing some
of Germany’s traditional strengths and add-
ing some new elements. Particularly remark-
able is the fact that most of these adjust-
ments were not part of a long-term strategy,
but rather short-term oriented. Instead of

Employment/population ratios in selected countries, 1995-2010

relying on systematic economy-wide coordi-
nation, small steps of adjustment were taken
in employers’ staffing policies and collective
bargaining, as well as in public labor market
policies and regulation.

Key components of the German success

After a protracted period of change, the
German employment system is fundamen-
tally different from its previous situation
which was characterized by a “welfare with-
out work” dilemma. With the recalibration
of the German labor market and production
model - notin an ideal but in a second-best
manner - Germany was able to essentially
overcome mass unemployment, the persis-
tent Achilles’ heel of the 1980s and 1990s,
and has generated continuous employment
growth over the last five years, even during
the crisis. Germany seems to have found
an arrangement that makes the most out
of given and adapted institutional settings.
The current arrangement seems to fit with
the economic environment so that a better
performance can be achieved in comparison
to the situation some 10 to 15 years ago.
Clearly, compared to that period, market
mechanisms have become stronger, and the
“buffering” role of law or collective agree-
ments is more limited.

Regarding the core of export-oriented manu-
facturing, companies have redrawn their
boundaries and reorganized the division be-
tween their core staff and the marginal la-
borforce, and between workers on standard
contracts and those with non-standard

Source: OECD.
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contracts. At the same time, there is now
a stronger role of subcontracting as well as
national and international supply chains.
The “purified” core of those firms is char-
acterized - and stabilized - by an elaborate
arrangement of working time flexibility and
more flexible remuneration policies within
collective agreements. Co-management by
works councils is crucial here as is man-
aged decentralization of collective bargain-
ing and more flexible collective agreements
(regarding working time and wages). Hence,
quite surprisingly against the background
of earlier debates, many features that were
seen as rigid or outdated a decade ago are
currently reappraised: dual vocational train-
ing is still an effective instrument to ensure
smooth transitions from school to work and
to provide skilled labor; collective bargain-
ing has been modernized and stabilized suc-
cessfully via strong internal flexibility, which
has made German manufacturing com-
petitive again; co-determination and co-
management help stabilize the productive
core, which also benefited from the use of a
publicly subsidized short-time work scheme.
So with hindsight this must be seen as a su-
perior response to the crisis as compared to
relying mostly on external flexibility. Togeth-
er with many “good jobs” in services, open-
ended full-time employment - which contin-
ues to make up about 60 percent of all jobs
- is remarkably stable. Thanks to wage mod-
eration and internal flexibility, crowding out
by flexible contracts was essentially stopped
in major parts of the economy.

Opportunities vs. risks

There are obvious benefits and trade-offs
for different categories of workers. For
the skilled core labor force in manufactur-
ing and parts of the service sector, neither
employment stability nor the pay level has
deteriorated. Working time flexibility, orga-
nizational reshuffling and more flexible and
moderated wage setting have contributed
to the robust existence of these jobs that
are crucial for the performance of high-
productivity firms. Yet, work intensification
and performance pressure have increased.
The marginal work force faces a different
situation: entry into the labor market, in
particular into some specific categories of
flexible employment, has become easier
over time. This was due to deregulation of
this type of employment on the one hand,
and increased availability of such jobs as a
result of structural change and employers’
adjustment on the other. Of course, pay and
employment stability are less favorable in
this case, and the marginal work force puts
indirect pressure on those core members of
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the labor force that could rather easily be
replaced. It should be noted, however, that
most employees live in couple households.

Stagnating wages in the main job (full-time,
often male) could be offset by expanding la-
bor supply (often part-time, mostly female)
so that, despite some subjective discontent,
the aggregate income figures for the medi-
um stratum of society (“Mittelschicht”) are
remarkably stable. Still, a more substantial
labor market integration of women is im-
peded by lack of external care services and
high marginal taxation.

Overall, the risks of labor market flexibility
are distributed unequally. Some groups bear
more external flexibility (unstable jobs) and
wage risks. At the same time, those on per-
manent contracts benefit from fine-tuned
models of internal flexibility resulting in
strong job stability in exchange. But in ad-
dition to concessions regarding wage de-
velopments and work intensification, there
continues to be some competitive pressure
on the core stemming from flexible jobs.
Policies to deregulate the margin of the labor
market - and activation policies, at least to
some extent - have opened up a segment of
cheaper and more flexible types of work, in
particular agency work, fixed-term employ-
ment, freelance and part-time, most notably
marginal part-time work. Job growth in the
service sector can to some extent be attrib-
uted to the increased external flexibility of
this partial labor market. But not all devel-
opments can be explained by institutional
change. There is also a strong occupational
logic of sectoral and labor market change as
well as specific forms of labor supply in these
areas. Put differently, many of these highly
flexible jobs constitute a quasi-liberal part
of the labor market - with few restrictions on
employmentstability and pay, particularly in
segments with strong employer power and
an absence of high skill requirements which
would encourage longer tenure.

What does the German case really tell us?

The German labor market underwent a fun-
damental transformation over the last two
decades. However, while much attention is
paid to labor market reforms, in particular
liberalization of non-standard employment
and activation policies, the role of micro-level
adaptation of actors on the labor market is
a necessary element in explaining change in
employment outcomes. While changes both
at the level of general public policies and at
the level of individual companies or sectors
need time to generate substantial effects,
at some point a pattern of quite effective
solutions may emerge that fits the current
economic environment. This seems to be
the case with the German labor market and
political economy now. In this sense, the ad-
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German labor market development, 2007-2012

2007 2008 2009 2010 2011 2012 (medium
IAB scenario)
Real GDP, % +3.3 +1.1 -5.1 +3.7 +3.0 +1.1
Productivity
change per hour +1.7 -0.1 -2.5 +1.4 +1.3 +0.3
worked, %
Hours worked, % +1.6 +1.2 -2.7 +2.3 +1.7 +0.8
Total
+1.7 +1.2 +0.0 +0.5 +1.3 +1.1
employment, %
Total
employment, 39,857 40,345 40,362 40,553 41,100 41,551
1,000
Employees
covered by social | 26,943 27,510 27,493 27,756 28,431 28,942
insurance, 1,000
Employees
covered by social +2.2 +2.1 -0.1 +1.0 +2.4 +1.8
insurance, %
Unemployment,
3,760 3,258 3,415 3,238 2,976 2,843
1,000
|
Unemployment 9.0 7.8 8.2 7.7 7. 6.8
rate, %
Temporary
agency workers 614 612 560 742 n.a. n.a.
in 1,000
Short-time
68 101 1,144 503 152 140
workers, 1,000
Employment in
manufacturing, - 7,638 7,420 7,287 7,421 7,494
1,000
Source: Federal Statistical Office, Federal Employment Agency.

justment capacities of government, the social
partners and companies seem to be stronger
and more powerful than expected in the late
1990s or the early 2000s. Vocational training
and collective bargaining have been modern-
ized and are important elements of the “new”
German model. Ever stronger managed flex-
ibility regarding working time and wages in
areas with strong bargaining capacities at the
sectoral and plant level was complemented
and supported by a dynamic service sector
relying partly on different patterns of flexibil-
ity, some of them set by legislative provisions.

For other countries, which are currently
searching for solutions to bring down
(youth) unemployment and overcome labor
market dualization, the German case shows
the beneficial role of vocational training,
sectoral and plant-level social partnership
and labor market regulation which is less
dualizing than in many Mediterranean coun-
tries. However, these features took time to
develop and cannot be transferred instantly.
In particular, they require the active involve-
ment of employers and trade unions in a
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pragmatic relationship regarding training,
working conditions and employment adjust-
ment. The longer-term perspective shows
that public policies only had a limited influ-
ence on actual restructuring and employ-
ment creation. Cumulative change observed
in Germany also shows that significant re-
modeling can be achieved without system-
atic coordination or a long-term political
strategy - or a big societal and political deal
as observed in corporatist countries. While
the current pattern of labor market flexibil-
ity seems viable for the time being, institu-
tional stability as such cannot be expected.
In the face of various challenges arising from
the ongoing process of globalization, the
German labor market and the economy will
undergo further remodeling along recent re-
form paths.
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Pilot Project for “Anonymized Job Applications” Completed:
Equal Opportunity to Get a Job Interview

An anonymized job application process
can serve to reduce conscious or subcon-
scious discrimination of applicants. This is
the result of a pilot project carried out by
the German Federal Anti-Discrimination
Agency (ADS) and scientifically accompa-
nied by IZA and KOWA (European Universi-
ty Viadrina). Together with Christine Liiders,
head of the Federal Anti-Discrimination
Agency, IZA Director Klaus F. Zimmermann
presented the findings from the project to
the public in Berlin. The analysis showed
that anonymization of attributes such as
name, photograph, gender, age and ethnic
origin of the applicant is effective at creat-
ing equal opportunity for all groups to get
a job interview.

“Empirical studies point to a serious ex-
tent of discrimination in the German labor
market. Both hidden and open discrimina-
tion lead to an enormous waste of poten-
tial. Particularly the unequal treatment of
women, migrants and older job applicants
causes substantial economic damage. In
view of the increasing shortage of skilled
labor, we can no longer afford this waste of
resources - not to mention the social and
ethical aspects of unequal opportunity,”
said Zimmermann.

A number of private-sector companies
and public administrations voluntarily
took part in the project and modified their
application procedures for the purpose
of anonymizing incoming applications.
Within the 12-month project period, a to-
tal of 8,550 applications were screened, of
which 1,293 applicants were invited to an
interview or admission test. The goal of the
project was to answer two key questions:
Do anonymized job applications have an
effect on the hiring process? And is it prac-
tically feasible to implement this type of
application procedure?

Anonymized job applications
foster equal opportunity

The empirical analysis was carried out
in two steps. First, it was investigated
whether applicants are experiencing equal
opportunity within the anonymous applica-
tion procedure. Then, the counterfactual
situation without anonymity was analyzed to
identify possible causal effects.

The results of the first part of the analysis
indicate that after personal details such as
name, age, gender, indications of ethnic
origin, and the photograph which is usually

required for job applications in Germany,
are removed from incoming applications,
there is close to equal opportunity within
the group of applicants. The process of
anonymized applications offers potentially
disadvantaged groups - such as women of
child-bearing age or people with foreign
names - the same chance to be invited to
the next round of the application process,
at which they can bring into play their qual-
ifications, work experience and other job-
related characteristics.

In the subsequent part of the analysis, the
comparison with conventional application
procedures shows the effects on individual
groups. For example, women tend to have
better chances of being invited to an in-
terview. There are indications that this is
particularly true for job descriptions that
require a minimum level of professional ex-
perience, whereas at entry level the effect
is less pronounced. An anonymous appli-
cation process therefore seems to benefit
young women who may be discriminated
against on the grounds of past - or expect-
ed - interruptions in their employment his-

tory due to childbirth.

For applicants who had an immigrant
background the initial situation varied.
Had they been consciously or unconscious-
ly discriminated against previously, their
chances improved after the introduction
of anonymized applications. However, this
modification did not have any effect on the
immigrant group if systematic differences
in the treatment of this group had not pre-
viously existed, i.e., active measures to pre-
vent discrimination in hiring had already
been successfully implemented. It must be
noted that some of the organizations that
volunteered to take part in the project had
already actively promoted “ethnic diver-
sity”. If potentially disadvantaged groups
received preferential treatment before the
modification, the anonymized process may
in fact lower their chances to be invited,
while preferential treatment was still pos-
sible in the next step of the hiering process.

Limitations of the project

Although the empirical results provide im-
portant clues to the effects of anonymous
application processes, further studies are
necessary, particularly with respect to
the identification of causal effects. Since
it was not possible to carry out this pilot
project as a social experiment, causal ef-
fects could not be analyzed by randomly

assigning applicants to anonymized and
non-anonymized application processes.
The use of control groups did provide im-
portant insights but did not permit a final
assessment of causality. Moreover, the
voluntarily participating organizations did
not constitute a representative sample of
all employers. Since many of them had al-
ready taken active measures to raise aware-
ness among their recruitment staff, the
method of anonymization only had limited
potential in these cases and may lead to
more significant results in companies with
little awareness of the benefits of diversity.
Moreover, the number of observations was
too low to draw reliable conclusions with
respect to the probability of receiving a job
offerin the end.

Practical implementation feasible

Judging from the statements of the human
resource managers involved in the project,
the anonymous application process can be
implemented for many different job types,
and good job matches can be found. The
majority voiced no concerns that the lack
of personal information, such as name,
gender, age and marital status in the ap-
plication documents posed any problem.
Some emphasized that the absence of a
photo drew the main focus on the relevant
qualifications. It was also welcomed by
many that the introduction of the anony-
mous application process triggered a dis-
cussion of current hiring practices in their
organization.

With regard to the methods of anonymiza-
tion, the use of standardized application
forms proved to be the preferred solution,
which basically suits all forms of organi-
zations. The experience was consistently
positive. On the other hand, manually re-
moving or hiding personal details from
conventional application forms was found
too time-consuming if a large number of
applications were received. Positive feed-
back also came from the applicants who
participated in the pilot project.

Outlook: After the pilot project

Whether or not to use an anonymous ap-
plication will continue to be the employ-
er’s own decision. There are no plans to
make this a legal mandate. Despite the
limitations of the analysis, the findings
are encouraging: For many companies, it
may be worthwhile establishing an anony-
mous application process to identify the
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best-qualified applicants without running
the risk of accidentally sorting out par-
ticularly suitable candidates. Yet, changes
in application procedures can only be one
component of a larger strategy. At the
same time, the job requirements as well
as the selection criteria must be precise
and transparent in order for a method like
anonymization to unfold its full potential
in putting qualifications at the core of the
hiring process.

In the long run, it certainly makes sense
to implement an anonymized - or at least
“skill-centered” application process.
An option could be to do without per-
sonal details (photo, name, address, date
of birth, place of birth, nationality and
marital status) while tolerating further
information that allows indirect conclu-
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sions on aspects like age or ethnic origin.
Removing personal details from the first
page of the application might already
serve to shift the focus on qualifications
without preventing the attachment of
official documents and certificates that
contain this information.

This does not rule out establishing or con-
tinuing corporate recruitment programs
that promote hiring underrepresented
groups. Diversity strategies that are not
too rigid, but take into account qualifica-
tions, can be applied further in order to
counteract structural inequality. In this
context, the anonymized application pro-
cess provides only one aspect of diversity
management in organizations. They can
indeed reduce the disadvantages of par-
ticular groups at a critical stage and help

create more equality in the application
process, but they cannot offset structural
discrimination over the course of a work-
ing life, particularly in education or career
development. This will require additional
strategies. In general, it seems desirable
to add transparency and objectivity to the
hiring process.
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IZA Workshop in the 2012 European City of Science Dublin:
Recent Advances in Labor Supply Modeling

Do people reduce their working hours if
governments decide to raise taxes? Do
some of them withdraw completely from
the labor market? These questions are of
growing relevance in the light of the recent
debates on fiscal consolidation. Labor
supply estimations are extensively used
for various policy analyses, yet their esti-
mations still rely on very different meth-
ods. While natural experiments provide
sound identification strategies, structural
models can predict the effects of
hypothetical reforms and are better
suited for policy design analyses. In
the past years, new quasi-experimen-
tal techniques to analyze the labor
supply behavior suggest that peo-
ple’s responses to tax changes might
be much smaller than commonly
thought. Moreover, labor supply ad-
justments due to changes in work [
contracts or moves across firms are
not well understood. This is partly
reflected by differences inelasticities
between macro and micro studies.

In order to demonstrate the state of
the art in labor supply modeling and
to compare the performance of qua-
si-experimental techniques with the
established structural models, IZA invited
about 20 top international researchers to
a workshop in Dublin on May 18-19. The
workshop was jointly organized by IZA Di-
rector of Labor Policy Hilmar Schneider, |ZA
Senior Research Associate Andreas Peichl
and IZA Visiting Research Fellow Olivier
Bargain (University of Aix-Marseille I1). The
workshop was organized in association

with the European Meeting of the Inter-
national Microsimulation Association,
which was part of the European City of
Science hosted by Dublin in 2012.

In the first keynote speech, Richard Blundell
(UCL/IFS and IZA) emphasized the im-
portance of labor supply for consump-
tion smoothing as a response to shocks.
The aim of the paper was to understand
the transmission mechanisms from wage

Olivier Bargain, Richard Blundell, Cathal O'Donoghue,
Andreas Peichl, Raj Chetty and Hilmar Schneider

shocks to consumption and labor supply
decisions of two partners in a family. He
showed that female labor supply plays
an important role in smoothing perma-
nent shocks to male wages. This indicates
a substitutability of consumption and
hours. In his empirical work, he found
little evidence that external sources of in-
surance (such as savings, networks or gov-
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ernment policies) matter for consumption
smoothing.

Raj Chetty (Harvard University and IZA)
delivered the second keynote speech of the
workshop. He introduced a new method-
ological strategy to uncover the effect of
the U.S. Earned Income Tax Credit (EITC)
on earnings. Assuming that households
living in areas with low levels of knowledge
about the tax credit behave as if the pol-
icy did not exist, Chetty compared
these low-knowledge households
to households living in neighbor-
hoods with widespread knowledge
of the tax system. The very innova-
tive and promising approach shows
that households adjust their labor
supply behavior in response to the
EITC and considerably increase
their earnings.

Apart from the keynotes, the work-
shop consisted of four sessions.
The first session was on measur-
ing the labor supply responses to
policy changes. The researchers in
the other sessions of the workshop
mostly confirmed that tax payers
adjust their labor market behav-
ior to changing tax policies. While James
Ziliak (University of Kentucky) estimates
positive average elasticities of taxable in-
come, Hakan Selik (Uppsala University)
demonstrated for Sweden that observed
positive elasticities are mostly due to self-
employed workers who can more flexibly
adjust taxable income through working
hours.
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Besides looking at quasi-experimental evi-
dence to uncover the effect of tax policies
on labor supply adjustments, another fo-
cus of the workshop was to compare the
performance of long established struc-
tural models to natural experiments such
as tax reforms. The presentations by Trine
Vatto (Statistics Norway) and Jorgen Hansen
(Concordia University and 1ZA) showed
that carefully designed structural models
are able to capture the true effect and
match the quasi-experimental data quite
well.

The last part of the workshop considered
labor supply in a dynamic context. Us-
ing variation in the Austrian pension sys-
tem with regard to the early retirement
age (ERA), Andrea Weber (University of
Mannheim and 1ZA) finds that extensive
margin elasticities are quite large. Both
men and women significantly respond to
increases in the ERA and delay pension
claims and job exits. Moreover, she pre-
sented evidence on spill-over effects on
individuals not directly affected by the
pension reforms. In addition to estimating
the extent of behavioral responses to pol-
icy reforms, Alexander Gelber (University of
Pennsylvania) has carried out research on
the speed of adjustment to changes in the
tax-benefit system. Exploiting a change in
the U.S. Social Security Earnings Test he
finds that the adjustment period takes
one or two years at most.

Closely related to the adjustment of labor
market behavior are the dynamics of life-
cycle behavior that is affected by public
policies. Johannes Geyer (DIW Berlin) pre-
sented his research on a recently intro-

duced parental leave reform in Germany
that pays higher benefits for a shorter pe-
riod of time. He finds that mothers’ labor
supply declines in the first year after child-
birth, but increases in the second year
due to the reform. Victoria Prowse (Cornell
University and 1ZA) analyzed a cut in the
generosity of unemployment insurance in
Germany. She showed that a reduction in
the entitlement period generates larger in-
creases in employment than a reduction
in the replacement ratio. Monica Costa Dias
(Institute for Fiscal Studies and IZA) ana-
lyzed the long-term effects ofin-work ben-
efitsin a life-cycle model of women’s labor
supply, human capital formation and sav-
ings for policy evaluation. She finds small
but non-negligible anticipation effects on
employment and education to recent pol-
icy reforms in the UK like the extension of
the Working Families Tax Credit.

Towards the end of the workshop, Hil-
mar Schneider presented the “NEUJOBS”
research project. Together with 28 part-
ner institutes and universities, IZA is a
key contributor to this project, which is
funded by the European Commission un-
der the 7th Framework Program. The ob-
jective of NEUJOBS is to analyze possible
future developments of the European la-
bor markets under the main assumption
that European societies are facing major
transitions that will have a strong impact
on employment. IZA’s contribution to the
NEUJOBS project is to model structural
and behavioral aspects of labor supply
and demand in order to shed light on the
important question how employment in
European labor markets will evolve until
2025 or even beyond.

Ethnic Diversity, Integration, Innovation:
9th Annual Migration Meeting at IZA in Bonn

The Annual Migration Meeting (AM?) -
the flagship of IZA’s Migration program
area - took place on June 3 and 4, 2012
at IZA in Bonn. Ten paper presentations
covered topics in immigrant integration
and labor market performance, ethnic in-
novation in host countries, reverse migra-
tion, immigrant and ethnic attitudes and
trust, migration policies, and educational
considerations of immigrants. IZA Pro-
gram Director Amelie F. Constant (George
Washington University), who organized
the meeting, welcomed the participants
and kicked off the meeting with the first
session.

Hans Bloemen (VU University of Amster-
dam and IZA) presented his paper on the
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“Language Proficiency of Migrants: The
Relation with Job Satisfaction and Match-
ing.” He empirically analyzed the language
proficiency of migrants in the Netherlands
to see if a lack of language skills may in-
duce the migrant to work in jobs that re-
quire a lower education level than the level
achieved by the migrant and/or may lead
to a lower performance on the job. There
is evidence of a positive relationship be-
tween indicators for language proficiency
and satisfaction with work type and pro-
fessional level for men, butitis not signifi-
cant for women. Next, Laura Pagani (Uni-
versity of Milan Bicocca) presented her
co-authored study on immigrants in Italy.
“A ‘Glass-Ceiling’ Effect for Immigrants in
the Italian Labour Market?” explores why

The workshop clearly showed that re-

search on labor supply behavior has made
tremendous progress. Among the different
approaches to evaluate the labor supply
effects of policy reforms, researchers need
to carefully scrutinize which identification
strategy is best suited for their research
question. High unemployment rates in
many European labor markets point to the
need to improve labor market institutions,
including tax and transfer systems. Credi-
ble research results can help policy makers
to improve labor market regulations and
to achieve the intended policy goals. IZA
is determined to stay at the forefront of re-
search in this area and to organize future
workshops on this topic.

»  www.iza.org/link/Dublin2012

»  www.iza.org/link/izapsimod
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highly qualified immigrants are unable to
earn as much as comparable native Ital-
ians.

The traditional highlight of the AM? is the
Julian Simon Lecture. This year’s keynote
was given by the renowned sociologist and
migration scholar Guillermina Jasso (New
York University and IZA). Her research
covers socio-behavioral theory, distribu-
tive justice, inequality, international mi-
gration and many others. In her speech
entitled “Studying Immigrant Self-Selec-
tion,” she explored her complex research
into the reasons for immigrating.

Meghna Sabharval (University of Texas at
Dallas) presented groundbreaking ideas
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on reverse migration in “Why One Leaves?
Return Migration of Academic Scientists
and Engineers from the United States to
India.” Employing data such as the 2003
Survey of Doctorate Recipients (SDR),
Sabharval explained the results from the
pilot study revealing some factors that
might prompt return migration. The impli-
cations are relevant because, for example,
it is important for universities to retain
talent - of which a great deal is apparently
returning to India. After this, Max Nathan
(London School of Economics) explained
the effect of diversity on innovation in the
UK, the first paper of its kind outside of
the US. In his paper “Same Difference?
Ethnic Inventors, Diversity and Innovation
in the UK” he used Patent Microdata from
the UK to show that the effect was posi-
tive and significant:
Immigrants filed for
more patents, and di-
versity was correlated
with more innovation.
An important policy
implication for the UK
to increase innovation
and thus productiv-
ity would be to allow
more migration of di-
verse ethnic groups.

In her paper “Ethnic
Concentration  and
Right-Wing Voting Be-
havior in Germany,”
Verena Dill (University
of Trier) found that
ethnic concentration
“far-
right” voting behavior. That is, in areas
of high concentration of far-right voters
(who voted for political groups openly
hostile to ethnic groups), there are fewer
ethnic groups. Martin Ljunge (University
of Copenhagen) presented “Trust Issues:

was inverse to

Evidence from Second Generation Immi-
grants.” Through a masterful and com-
plex paper, Ljunge showed differences in
trust between the regions of Europe, find-
ing that there is significant transmission
of trust on the mother’s side, and trust
is strongest in Northern Europe. Build-
ing trust in Northern Europe for migrants
takes longer while adjustment to the trust
levels in Southern and Eastern Europe is
fast.

In a session on the success of migration
policies, Giovanni Facchini (Erasmus Univer-
sity Rotterdam and IZA) presented joint
work entitled “Spending More Is Spending
Less: Policy Dilemmas on Irregular Migra-
tion.” He developed a model of legal and
illegal immigration, allowing for under-
standing the tradeoffs faced by a govern-
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ment concerning costly enforcement of il-
legal immigration. The paper argued that
when amnesty from the point of view of
the destination country is more desirable,
investment in enforcement is the appro-
priate policy. When amnesty is not desir-
able, the host country would be better off
by not devoting any resources to policy
enforcement, letting some foreign work-
ers enter and stay illegally. Another paper
presented by Pierre M. Picard (University of
Luxembourg and IZA) looked into “Sus-
tainable Migration Policies.” The authors
considered whether countries might mu-
tually agree on a policy of free movement
of workers across countries. For the coun-
tries to agree, short-term costs must be
outweighed by long-term benefits that
result from better labor market flexibility

Participants of the 9*" Annual Migration Meeting

and income smoothing. The paper showed
that free movement of workers creates
negative externalities on local workers
when countries produce some tradable
goods, reducing incentives to create free
worker movement. Thus in general, free
migration policies are sustainable only in
an economy with a low share of tradable
goods with low congestion factors.

A special lecture was given by honored
guest Oded Galor (Brown University and
IZA), founder of the Unified Growth The-
ory. He presented his latest nontraditional
macro paper “The ‘Out of Africa Hypoth-
esis’, Human Genetic Diversity, and Com-
parative Economic Development.” Galor
questioned how today’s economies are af-
fected by the genetic diversity of a popu-
lation, which is found to be largely influ-
enced by the initial migration of modern
humans from East Africa thousands of
years ago. Through a complex and well
thought out method of analysis using
data from population density to migra-
tory distance of ancient ethnic groups, he
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provided evidence for an optimal level of
genetic diversity in a population that al-
lows for the fastest pace of economic de-
velopment. The United States is found to
lie close to the optimum, as was ancient
Rome. According to the authors, their
findings “suggest that residual genetic
diversity explains about 16 percent of the
cross-country variation in residual log in-
come per capita.”

In a session on educational consider-
ations, Massimiliano Tani (Macquarie Uni-
versity of Sydney and 1ZA) presented his
research entitled “Does Immigration
Policy Affect the Education-Occupation
Mismatch? Evidence from Australia.” His
paper analyzed the impact of a change in
Australia’s immigration policy, indicat-
ing that those who
entered under more
strict conditions have
a lower probability of
being  overeducated
than the first. Overall,
the policy appears to
have brought immi-
grants that reduced
the over-under-edu-
cation of Australia’s
labor market.

The final paper was
by Stefan C. Wolter
(University of Bern
and IZA). In “Migra-
tion Policy Can Boost
PISA Results: Findings
from a Natural Experi-
the
used education data from Switzerland
to assess the before and after effects of a

ment,” authors

new standardized test taking policy. Using
a Blinder-Oaxaca decomposition analysis,
Wolter found that almost 70 percent of
the increases in test scores by first-genera-
tion immigrants was due to changes in the
individual background characteristics of
the new immigrants and improved school
composition. The result indicates that in-
ternationally comparative analyses should
more fully consider differences in national
migration policies.

The papers presented at the meeting are
downloadable at:

» www.iza.org/AMsquared
In 2013 the 10th AM? will take place over

four days in combination with the 4th Mi-
gration Topic Week.
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IZA/OECD/World Bank Conference:
Activation Policies and Active Labor Market Programs

On April 30 and May 1, 2012, IZA’s Em-
ployment and Development Program, in
partnership with the OECD and the Hu-
man Development Network of the World
Bank, organized a high-level expert con-
ference on activation and employment
support policies. The conference was
supported by the Government of Turkey
and hosted in Istanbul at the Bahcesehir
University. It brought together around 120
participants including researchers and
policymakers from Eastern Europe, Cen-
tral Asia, Latin America, the Middle East
and North Africa.

After the introductory remarks from
Arup Banerji (World Bank) and IZA Direc-
tor Klaus F. Zimmermann, the conference
discussed the role that activation poli-
cies and active labor market programs
(ALMPs) can have in fostering a quick
re-integration of the unemployed back to
work and helping to improve the matching
between labor demand and supply in ad-
vanced as well as emerging and developing
countries. The keynote address by Torben
M. Andersen (University of Aarhus and I1ZA)
provided an overview of the main lessons
from the implementation of activation
strategies in OECD countries. Andersen
then focused on the Danish experience,
particularly on the role that active labor
market policies play in the Danish flexi-
curity model - together with relatively lax
employment protection but generous un-
employment benefits.

A special session on the Turkish experi-
ence with active labor market policies
was led by experts from the Turkish Em-
ployment Agency, the Ministry of Fam-

ily and Social Policy and the Ministry of

Development. The following session re-
viewed the experiences in developed and
developing countries, with presentations
from I1ZA Program Directors Stefano Scar-
petta (OECD) and David Robalino (World
Bank). The contributions emphasized
the different objectives due to the differ-
ent contexts for activation policies and
ALMPs. In advanced countries, activa-
tion strategies have helped to mobilize
the unemployed back to work and thereby
contributed to reducing structural unem-
ployment. However, the lessons from ad-
vanced countries is that activation strat-
egies work well in good times when labor
demand is strong, but need to be adapt-
ed when - as at present - labor demand
is weak and job opportunities especially
for disadvantaged jobseekers limited.
In middle and low income countries the
main issue is not necessarily to provide
incentives for unemployed or other ben-
efit recipients to quickly return to work.
As many job losers in these countries
cannot afford to be unemployed for long
and the large majority of the unemployed
does not receive unemployment benefits
or assistance, the focus must be on help-
ing workers to “graduate” to more pro-
ductive jobs in the formal sector.

The subsequent session focused on the
design and implementation of unem-
ployment benefit schemes and other in-
come support schemes and their impact
on incentives for beneficiaries to return
to work. This was followed by a session
on how to engage jobseekers early in the
unemployment spell and on how to link
clients to services in the context of acti-
vation strategies. In his lunch keynote ad-
dress, Jochen Kluve (Humboldt University,

RWI and IZA) presented the highlights of
a meta-analysis review of the evaluation of
active labor market programs conducted
with David Card (UC Berkeley and IZA) and
Andrea Weber (University of Mannheim and
IZA). While the analysis focuses on empiri-
cal studies for the OECD countries, Kluve
also discussed the extent to which the
OECD evidence is relevant for the design
of active programs in developing countries
and the emerging evaluation literature of
these programs in developing and emerg-
ing economies. In particular, he pointed to
the fact that the large majority of evalua-
tions focus on youth training programs in
the Latin American and Caribbean (LAC)
countries and, on average, they tend to be
effective in terms of employment prob-
ability and job quality.

The remaining sessions focused on the
design of different programs including
employment services, training, wage sub-
sidies, and support to self-employment
and small scale entrepreneurship among
low skilled workers and beneficiaries of
social assistance programs. There were
also presentations on general implemen-
tation issues such as setting-up public/
private partnerships, as well as on the re-
sults of recent evaluations of ALMPs, such
as training for vulnerable youth in the Do-
minican Republic, support to adolescent
girls in Liberia and Uganda, and entrepre-
neurship and self-employment support
programs in Tunisia. Most of these evalu-
ations are downloadable from the online
program of the conference:

P ww.iza.org/link/ALMP2012

The closing panel chaired by Arup Ba-
nerji included Klaus F. Zimmermann,
Ana Revenga (World Bank), Seyffetin Giir-
sel (Bahcesehir University), Erhan Batur
(Ministry of Labor and Social Security,
Turkey), and Valentin Mocanu (Ministry of
Labor, Family and Social Protection, Ro-
mania). The question posed to the pan-
elists was whether developing countries
should further invest in activation poli-
cies and ALMPs. There was a consensus
that these policies and programs have
a role to play in facilitating labor mar-
ket transitions - from school-to-work,
from inactivity to employment, out of
unemployment, and between jobs. But
the main challenge in these countries re-
mains improving the productivity of the
jobs that are already there.
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IZA/KfW Conference in Berlin:
Employment Creation as a Key to Effective Development Cooperation

Sustainable and decent employment is in-
creasingly recognized as an important end
as well as a means of development. Recent
events in North Africa have shown that
lack of employment is a serious socio-eco-
nomic and political challenge. Successful
employment, on the other hand, involves
not only income and poverty reduction,
but also contributes to social security
and cohesion and can provide a basis for
economic development. To achieve more
and better employment, partner countries
and donor agencies need a better under-
standing of the causes of unemployment
and the interactions between
employment, growth, poverty
and other factors. At the same
time, drawing on practical ex-
perience, research can identify
knowledge gaps that still pose
limits to successful employ-
ment creation policy.

These issues were addressed
at the conference on “Em-
ployment and Development”
(Berlin, March 15-16, 2012)
organized by IZA in coopera-
tion with the KfW Develop-
ment Bank, the German gov-
ernment’s agency for financial
cooperation with developing
The conference
consisted of a half-day public
event with a distinguished keynote speaker

countries.

and a high-level panel discussion, in which
the challenges of employment were de-
bated. The second day included a result-
oriented working symposium at which
leading academics presented the state of
research. Subsequently, the participants
discussed in parallel workshops how cur-
rent knowledge can inform policymakers
about innovative and more effective pro-
grams, and how this can be improved by

further research and research-practice co-
operation.

Participants stemmed from a wide range
of research and practice organizations, in-
cluding international organizations such
as the World Bank and the International
Labour Organization (ILO), policy-makers
from partner countries, German develop-
ment cooperation agencies, political foun-
dations and non-governmental organiza-
tions. Among the attendees there was a
broad consensus that productive employ-
ment is key to fighting poverty and inequal-

ENTWHELNGSRANT

Klaus F. Zimmermann and Namrata Bali

ity. Keynote speaker Dani Rodrik (Harvard
University) argued that countries should fo-
cus on creating a growth-enabling environ-
ment and labor markets. By contrast, some
experts from the ILO favored the promo-
tion of such forms of growth that directly
serve the creation of decent employment.

The role of the informal sector was dis-
cussed controversially. Since it is in many
developing countries an important and

FEDEA/fRDB/IZA Conference in Milan:
Dual Labor Markets and the Single Contract

European Governments made substantial
efforts to reform labor market institutions
when walking away from the Eurosclerosis
of the 1980s. To achieve political viability,
the reforms mostly entailed changing the
rules only for new hires and introducing a
wide array of new flexible, fixed-term, con-
tractual types or expanding their scope
where they already existed. There were

hardly any changes in rules on regular, open-
ended contracts. This created two parallel
labor markets - a labor market largely insu-
lated from shocks (workers with permanent
contracts) and a labor market of temporary
workers, where all risks are concentrated. In
order to complete the reform path, govern-
ments are now facing the challenge to fight
dualism in European labor markets.

fast-growing sector, a sweeping reduction
of the informal sector could be counter-
productive for the poor. On the other
hand, informal work is often character-
ized by low wages and labor standards. As
a strategy to take advantage of the exist-
ing informal sector and gradually improve
the working conditions, the KfW Banking
Group uses instruments of microfinance
and the promotion of small and medium
enterprises. Moreover, the KfW Develop-
ment Bank considers employment cre-
ation as a cross-cutting task including all
sectors and regions.

IZA Director Klaus F. Zimmer-
mann pointed out that the
high-level conference helped
bring together internationally
available knowledge of devel-
opment research and develop-
ment practice. The conference
thus contributed to building
a catalog of innovative ap-
proaches in order to derive
recommendations
for action. The expert meeting

concrete

complemented IZA’s extensive
activities in the field of de-
velopment research. I1ZA has
been cooperating for many
years with the World Bank
within the program area “Em-
ployment and Development”.
In addition, the UK Department for In-
ternational Development (DFID) recently
commissioned IZA to coordinate research
projects worth over ten million euros dedi-
cated to the analysis of “Growth and La-
bour Markets in Low Income Countries”.

The conference program is available on-
line:

»  www.kfw.de/employment-conference

In April 2012, an IZA Conference in co-
operation with FEDEA and Fondazione
Rodolfo Debenedetti was held in Milan
to discuss “Dual Labor Markets and the
Single Contract”. The event was organized
by Samuel Bentolila (CEMFI, Madrid), Tito
Boeri (Bocconi University and 1ZA), Juan
Jose Dolado (Universidad Carlos |1l de Ma-
drid and IZA), IZA Program Director Pierre

}uz;\
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Cahuc (Ecole Polytechnique, Paris) and IZA
Deputy Program Director Konstantinos Tat-
siramos (University of Leicester).

The conference brought together lead-
ing researchers in the field who present-
ed their work on dual labor markets and
on reforms targeted at fighting dualism.
The first session of the conference was
devoted to the modeling of a single con-
tract that makes job security provisions
increase smoothly as workers acquire
tenure. J. Ignacio Garcia Perez (Universidad
Pablo de Olavide) analyzed the effect of
introducing a single open-ended con-
tract in Spain. Simulating a search and
matching model of job creation and job
destruction, which is able to generate the
main properties of labor market segmen-
tation that exist in Spain, the authors of
the paper find that the introduction of
the single contract decreases steady-state
unemployment and job destruction and
smoothes both the probability of being
fired and tenure distribution, as severance
payments are smoothed. Pietro Garibaldi
(University of Turin and I1ZA) presented a
paper that shows under which conditions
a mandated transfer from the employer
to the worker in the case of an unfair dis-
missal is optimal, and how efficient sev-
erance relates to monitoring technolo-
gies and jurisprudence. The authors also
evaluate the empirical implications of the
model as to the relation between graded
employment security and the wage tenure
profile in countries with and without man-

dated severance in case of fair economic
dismissals.

The second session of the conference fo-
cused on the analysis of dual labor mar-
kets covering issues such as the effect of
temporary employment on productivity
and labor turnover. Juan Jose Dolado pre-
sented evidence from Spain showing that
when the employment protection gap
between permanent and temporary jobs
is increased, workers face lower transi-
tion rates from temporary to permanent
jobs, which in turn lowers firms’ produc-
tivity. Marco Leonardi (University of Milan
and IZA) analyzed the effect of reforms in
temporary employment in Italy providing
evidence that there is substantial substi-
tution across different types of tempo-
rary contracts induced by these reforms.
This substitution may have differential ef-
fects on firm productivity and should be
taken into account by policy makers when
evaluating the effectiveness of policy in-
terventions. Franck Malherbet (University
of Rouen and 1ZA) analyzed the decision
of the firm between creating a permanent
and a temporary job taking into account
an important feature of the legislation,
which is that although temporary jobs
have no firing cost, employers cannot dis-
miss temporary workers before the date of
termination of the contract. Considering
production opportunities with different
horizons, in the presence of large firing
costs, firms will hire permanent work-
ers for long-term projects and temporary

IZA Workshop and Book Project:
Non-Standard Employment in a Comparative Perspective

In March 2012, IZA hosted a workshop
bringing together about 20 experts on
non-standard forms of employment in
European countries and
the United States. The
workshop was the first
one related to a forthcom-
ing volume co-edited by
Werner Eichhorst, Deputy
Director of Labor at IZA,
and Paul Marx (Univer-
sity of Southern Denmark ‘
and 1ZA). At the work-
shop both draft country 0%
chapters and drafts of |
comparative studies were
discussed. Following an
introductory presentation
by the editors, who are
also responsible for the
German case study, country chapters on
the Netherlands (Trudie Schils, University
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of Maastricht and Anne Gielen, Erasmus
University Rotterdam and IZA), Spain
(Oscar Molina, Universitat Autonoma Bar-

Participants of the IZA Book Project Workshop

celona), the United States (Moira Nelson,
Free University of Amsterdam), the United

workers for short-term projects, which
induces higher labor turnover for tempo-
rary workers, small negative effects on
employment but large negative effects on
aggregate production. Alvaro Novo (Banco
de Portugal and 1ZA) examined the effect
of a reform in Portugal, which increased
the employment protection of open-end-
ed contracts, finding an increase in the
share and in the excess turnover of fixed-
term contracts. These results suggest a
high degree of substitutability of workers
on the two types of contracts and an in-
creased burden of adjustment placed on
the more flexible contracts. Cristina Tealdi
(IMT Lucca) performed a welfare analysis
of the introduction of a fixed-term con-
tract. Comparing the average income of
different groups of individuals, she finds
that more productive workers fare better
in a dual labor market, while junior and
less productive workers pay the cost of
higher turnover and lower wages.

The conference ended with a panel dis-
cussion moderated by Juan Jose Dolado
on the recent policy reforms in the labor
markets and in particular on employment
protection. Panelists were Lennart Janssens
(European Commission), Pedro Portugal
(Banco de Portugal and IZA) and Danielle
Venn (OECD). They discussed the possi-
bility to introduce the single contract in
countries where labor markets are strongly
segmented.

»  www.iza.org/link/dlmsc2012

Kingdom (Alison Koslowski and Caitlin Ma-
cLean, University of Edinburgh), Denmark
(Per Kongshoj Madsen, University of Aalborg
and I1ZA) and ltaly (Stefano
Sacchi, University of Milan,
Fabio Berton, University of
. Eastern Piedmont, and
Matteo Richiardi, University
of Turin) were discussed on
the first day. The volume
will also comprise country
chapters on Sweden (Ola
Sjoberg, Swedish Institute
for Social Research) and
France (Angela Luci, Univer-
sity Paris | and IZA).

The second day of the
workshop was devoted to
the comparative chapters
addressing labor market mobility (Ruud
Muffels, University of Tilburg), subjective
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labor market insecurity (Heejung Chung,
University of Kent), the household compo-
sition and labor supply to non-standard
jobs (Laura Romeu Gordo, German Center of
Gerontology, Martina Dieckhoff, EUI, Van-
essa Gash, University of Manchester, and
Antje Mertens, Berlin School of Economics

and Law), female employment and public/
private sector divide (Janine Leschke, Euro-
pean Trade Union Institute and 1ZA) and
skill formation and vocational training
(Marius Busemeyer, University of Konstanz,
and Kathleen Thelen, MIT). Furthermore,
there will be a cross-country chapter on
industrial relations by Maarten Keune (Uni-
versity of Amsterdam).

By now, it is commonly accepted that la-
bor markets in advanced societies are in a
process of deep transformation. The gen-
eral trend seems to be one of increasing
flexibility with regard to wages and/or em-
ployment contracts. This is most apparent
for those European labor markets which
were seen as quite egalitarian only one
or two decades ago. The overall research
question of the book project is to explain
this change from a rather standardized
employment model (stable employment
relationships, permanent contracts, wage
compression) to a more de-standardized
one (flexible employment relationship,
temporary contracts, wage dispersion). In
addressing this question one particular is-
sue lies at the core: the occupational het-
erogeneity in the process of labor market
change. In the comparative labor market
literature, the growth of non-standard

IZA EVENTS

employmentsuch as fixed-term contracts,
agency work, freelance and part-time
work as well as increased wage dispersion
is usually discussed referring to the devel-
opment of national averages over time.

Moreover, these developments are seen as
being related to changes in public policies,
in particular labor market deregulation.
This dominant approach focusing on na-
tional data tends to neglect the crucial di-
mension of sectoral and occupational dif-
ferences in employment flexibility. Some
service sector jobs exhibit work logics and
skill patterns that are fundamentally dif-
ferent from manufacturing. Many occu-
pations thus vary dramatically regarding
both the share of low-pay and the share of
‘atypical’ workers.

The ambition of the planned volume is
not only to describe labor market pat-
terns, but also to understand the under-
lying causes for cross-country variation.
The literature offers various explanations
such as globalization and stronger labor
cost competition, deindustrialization and
the cost disease in private services, skill-
biased technological change and declining
demand for low-skilled jobs, and reform
trajectories increasing labor market flex-
ibility (in particular at the margin). Each
of these trends leads to pressure for em-
ployers and job seekers to defect from the
traditional institutions forming the “stan-
dard employment relationship”. On the
aggregate level, the combined outcome
is a growing share of atypical contracts,

Economics Meets Criminology:
Annual Meeting on the Economics of Risky Behaviors (AMERB)

“Risk attitudes pertain to almost all areas
of economic decision making, as it is re-
lated to economic decision making under
uncertainty. Some view the risk attitudes as
a fundamental value that is genetically de-
termined; others view it as something that
can be altered by environmental factors.”
-Albert Young-Il Kim (Songang University)

The fourth Annual Meeting on the Eco-
nomics of Risky Behaviors (AMERB), co-
founded and co-organized by IZA Program
Director Amelie F. Constant (George Wash-
ington University) and Erdal Tekin (Geor-
gia State University and IZA), took place
in April this year. Bahcesehir University in
Istanbul, Turkey played host to this year’s
meeting and while only in its fourth year,
AMERB has become a well sought-after
conference. The co-organizers received
eighty-two paper submissions of which

they could only accept fourteen for presen-
tation - the maximum number for a two-
and-a-half day meeting. The 2012 AMERB
brought together thirty-seven top-notch
economists and criminologists from all
over the world, who presented their cut-
ting-edge research on risky behaviors rang-
ing from substance abuse to obesity to
prostitution. AMERB was funded by IZA,
the Andrew Young School of Georgia State
University, the Center for the Economic
Analysis of Risk (CEAR) of Georgia State
University, and the Center for Economic
and Social Research (BETAM) at Bahces-
ehir University.

In the first session, Horst Entorf (Goethe
University Frankfurt and 1ZA) discussed
his work on “Criminal Victims, Victim-
ized Criminals, or Both? An Econometric
Analysis of the Victim-Offender Overlap.”
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freelance, low-paid work, etc. What is less
clear, however, is the question how the
process of labor market change is struc-
tured on the horizontal dimension, i.e.
across sectors and occupations on similar
skill levels. Atypical work is not a phenom-
enon restricted to low-skilled workers, but
affects high-skilled workers as well. This,
in turn, does not necessarily hold for all
segments of the labor market. Drawing
on different strands of literature, various
causal hypotheses concerning the divid-
ing lines are tested. Potential explanatory
variables regarding the prevalence of non-
standard jobs in occupational labor mar-
kets are the conditions of supply and de-
mand on occupational labor markets with
respect to the skill levels and the specific-
ity of skills as well as industrial relations
and public legislation (or collective agree-
ments) influencing the availability of non-
standard employment options.

These factors are examined empirically
both in individual country case studies
combining descriptive and analytical sta-
tistics as well as occupational case stud-
ies on the one hand and a number of se-
lected cross-country papers addressing
particular issues such as skill formation,
industrial relation or labor market mobil-
ity in a comparative manner. A follow-up
workshop is planned for spring 2013. The
volume is to be released in fall 2013.

» www.iza.org/link/nonstandard

His basis was that offenders are more likely
than non-offenders to be victims and vic-
tims are more likely than non-victims to be
offenders, and that this overlap is not well
understood in criminology. He found that
behavioral explanations like retaliatory an-
ger might trigger cycles of crime. Other ex-
planations for overlap found were broken
homes and alcohol/drug abuse. The work
presented by Brendon McConnell (Univer-
sity College London and 1ZA) on “Ethnic-
ity, Sentencing, and 9/11” explained the
source of ethnic sentencing differentials
in U.S. federal courts by distinguishing
between two main explanations for these
disparities: discrimination and unobserved
offense heterogeneity. Through a clever
method of using the before and after data
on criminals around 9/11, the researchers
found that Hispanics experienced a 3.5
percent conditional sentencing penalty,
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and there was no change in penalty for
any other ethnic or racial group over this
period. Albert Young-Il Kim presented co-
authored work on the “Long Run Impact of
Traumatic Experience on Attitudes Toward
Risk: Study of Korean War and Its Impact
on Risk.” The analysis found that early
childhood experience of the Korean War
sizably increases risk aversion.

Scott Cunningham (Baylor University) analyzed
the question “Does Decriminalization of In-
door Prostitution Reduce Rape and Gonor-
rhea?” Using evidence from a Rhode Island
natural experiment, he estimated the causal
effect of decriminalizing prostitution on
public health outcomes. The results of the
natural experiment show that decriminal-
ization caused female and male gonorrhea
incidence to decrease 61 and 27 percent,
respectively. Decriminalization also resulted
in between 40 and 54 percent fewer rapes
from 2004 to 2009. After this, Pedro Portugal
(Banco de Portugal
and 1ZA) found in
“The Impact of Drug &
Decriminalization in
Portugal” that the [
new Portuguese poli- ~g
cyled to a decrease in
heroine and cocaine
seizures, a decrease
in the number of of-
fenses and drug re-
lated deaths, and a
decrease in the num-
ber of clients entering
treatment.

“Play Hard, Shirk
Hard? The Effect of
Bar Hours Regula-
tion on Absence and Health” presented by
Colin P. Green (Lancaster University) exam-
ined two recent policy changes in England
and Spain that increased and decreased
opening hours, respectively, in a quasi-nat-
ural experiment. Green provided evidence
that later bar opening hours increased
work absenteeism and led to declining in-
dividual health. Tuomas Pekkarinen (Aalto
University and IZA) estimated in “Cross-
Border Health and Productivity Effects of
Alcohol Policies” the effect of a large cut in
the Finnish alcohol tax on mortality, work
absenteeism, and alcohol related illnesses
in bordering Sweden. Although unable to
find significance in alcohol hospitaliza-
tions, the differences-in-differences strat-
egy found an increase in absenteeism in
Northern Sweden of 5 percent for males
and 13 percent for females - a significant
externality from Finnish legislation.

In a session on recidivism, Benjamin Han-
sen (University of Oregon) presented his
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preliminary findings on “Punishment and
Recidivism in Drunk Driving.” After test-
ing the effects of harsher punishments
on deterring driving under the influence,
quasi-experimental evidence suggests that
stricter policies and penalties surround-
ing drunk driving negatively affect recidi-
vism. In her paper entitled “Serving Time
or Serving the Community? Exploiting a
Policy Reform to Assess the Causal Effects
of Community Service on Income, Social
Benefit Dependency and Recidivism,” Signe
Andersen (Rockwool Foundation Research
Unit) found most importantly that com-
munity-service participants fare better for
long-term social benefit dependency and
income. Plus, offenders of violent crimes
and misdemeanors have a lower rate of re-
cidivism if they participate in community-
service.

Stephen Machin (University College of Lon-
don and IZA) delivered this year’s keynote

- -
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Participants of the Annual Meeting on the Economics of Risky Behaviors

address, considering possible connections
between terror attacks and hate crimes. He
uses existing data on hate crime incidence
before and after the 7/7 and 9/11 terrorist
attacks in four areas of England to assess
the characteristics of hate crime differ-
ences. He finds there were big increases (20
to 30 percent), which occurred almost im-
mediately in the wake of the two terror at-
tacks. Also, although the increase tapered
off in later years, the hate crime incidence
against Asians and Arabs was higher than
initially, suggesting a longer run effect.
This increase in hate crimes points to an
additional indirect social cost of terrorist
activity. Machin concludes that if attitudes
towards ethnic groups like British Muslims
are changed by attacks, then the findings
fit in with the proposition that ‘attitudi-
nal shocks’ matter as an element of hate
crimes.

In “Spillover Effects of Drug Safety Warn-
ings on Health Behavior,” N. Meltem Daysal

(Tilburg University and IZA) examined the
impact of new medical information on drug

safety on preventive health behavior. The
authors found a spillover effect on preven-
tive behavior driven almostentirely by those
with a high-school degree or less. Elaine
Kelly (Institute for Fiscal Studies, London)
presented “Policing Cannabis and Drug Re-
lated Hospital Admissions: Evidence from
Administrative Records,” in which a panel
data set constructed from hospital records
was used to estimate the short and long
run effects of the de-penalization policy
of small quantities of cannabis introduced
in Lambeth. The authors found significant
negative characteristics related to hospital
visits for other drugs in the area, and pro-
posed exercising caution to using a liberal
drug policy even in the light of potential
benefits. Marcello Sartarelli (I0E, University
of London) explored education and risk
in “Do Performance Targets Affect Risky
Behavior? Evidence from Discontinuities
in Test Scores in Eng-
land.” Presenting evi-
dence that having test
| performance goals in
education has a nega-
tive affect on proxies
| for risky behavior, he
,; also explored the pol-
. icy implications.

& Alfonso Sousa-Poza
(University of Hohen-
heim and IZA) found
in “Maternal Employ-
. ment and Child Obe-

sity -- A European
. Tt Perspective” - unlike
research from the

U.S. - no evidence for
maternal employment to have a negative
effect on child obesity, diet, or physical
activity. Daniel I. Rees (CU Denver and 1ZA)
presented “Emotional Cues and Low Birth
Weight: Evidence from the Super Bowl”
and explained how data from the National
Vital Statistics System for the period from
1969 through 2004 showed an impact of
prenatal exposure to the Super Bowl on
birth weight. According to the study, win-
ning the Super Bowl is correlated with an
increased risk of low birth weight; also, it
is associated with increases in maternal to-
bacco and alcohol use.

Underlining the paramount importance of
this line of research in economics, in other
social sciences, and in society, the organiz-
ers pledged to continue this highly success-
ful conference series.

» www.iza.org/link/AMERB2012
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High-Quality Training for Junior Labor Economists:
15th Anniversary of the IZA Summer School

The IZA European Summer School in La-
bor Economics is a very well-known phe-
nomenon. Ask any labor economist and
there is a good chance they have partici-
pated as a student, sent their Ph.D. stu-
dent to the Summer School, or even lec-
tured themselves at this event. Since the
start of the seriesin 1998, the IZA Summer
School has gained the reputation of being
the Summer School in Labor Economics,
providing a unique opportunity to junior
scholars to interact with each other and
with more renowned labor economists.
This year, the IZA European Summer
School in Labor Economics celebrates its
15th anniversary.

“The IZA Summer School

gave me a unique experience

of getting to know both many '
young researchers of my peer group from i
many different countries and two senior i
researchers. Unlike many conferences i
that | attended before finishing my i
Ph.D., the IZA Summer School allowed i
a more profound interaction.” i
Patrick A. Puhani (Professor, Leibniz i
University of Hannover, Participant E
of the 1st IZA Summer School) ;

By now, over 500 students have partici-
pated in the Summer School, which takes
place annually at the conference center
of Deutsche Post at the Ammersee Lake
(near Munich, Germany). Every year the
number of applications has been ris-
ing and the acceptance rate is nowadays
around 25 percent. The current group of
IZA Summer School alumni is a colorful
international blend including participants
with more than 40 different nationalities

from universities in more than 20 differ-
ent countries. Almost half of the partici-
pants are female. Many alumni have pur-
sued successful careers, both in academia
and in international organizations, while
forming a particularly committed part
of the IZA network. Drawing on findings
from a recent study co-authored by for-
mer Summer School organizer Ana Rute
Cardoso (A. Cardoso, P. Guimaraes, K. F.
Zimmermann: “Comparing the Early Re-
search Performance of PhD Graduates in
Labor Economics in Europe and the USA”,
Scientometrics, 84 (2010), 621-637) it can
be shown that former participants have
significantly more (quality-adjusted) pub-
lications than non-participants.

E “I thoroughly enjoyed the 2nd

i IZA Summer School in 1999.

i I found the whole atmosphere

! extremely stimulating and met lots

1 of people that | am still in close contact
i with. One of them is now a co-author.”
i Sascha O. Becker (Professor,
i University of Warwick, Participant
E of the 2nd IZA Summer School)

On April 23-29, 2012, the 15th IZA Sum-
mer School took place. This year, 37 stu-
dents of 15 different nationalities attend-
ed the Summer School and were lectured
by Andrew J. Oswald (1ZA and University of
Warwick) and Rainer Winkelmann (Univer-
sity of Zurich and 1ZA). Oswald’s lectures
were on “The Economics of Happiness
and Health”, where he discussed among
other things the basics of the happiness
literature and how happiness relates to
more objective measures of health. A
more applied econometrics view to this

Participants of the 2012 IZA European Summer School
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topic was given by Winkelmann in his
lectures “Econometric Advances in Dis-
crete Data Modeling, with Applications
to Health and Well-being,” providing the
students with a practical toolkit for doing
applied research in the area of health and
well-being. During the afternoon sessions
the students themselves presented their
work, eitherin a contributed orin a poster
session.

“I really enjoyed the lectures, and
the interactions with peers and
professors. We got the opportunity
to talk about our works and research
ideas in a very free environment.”

Ying Yang (Ph.D. student, Tilburg
University, Participant of the
15th IZA Summer School)

This year’s Summer School also welcomed
advisory board member Uwe Sunde (Uni-
versity of Munich and IZA). Four major
scientific organizations support the IZA
Summer School through an Advisory
Committee: the Centre for Economic
Policy Research (CEPR), the European
Economic Association (EEA), the Euro-
pean Association of Labour Economists
(EALE), and the European Society for
Population Economics (ESPE). Every year,
at least one representative of these orga-
nizations has attended the event to meet
and interact with the students. This year,
Uwe Sunde represented EALE.

“After talking to many
people that recommended
going there, | had quite high
hopes about this but you still
managed to exceed my expectations!”

Arna Vardardottir (Ph.D. student, E

Stockholm School of Economics, Participant
of the 15th IZA Summer School)

In light of the festive character of this
15th anniversary, IZA Director Klaus F.
Zimmermann attended the event and gave
a presentation about 15 years of IZA
Summer School. He stressed that this
event has always been one of the most
important parts of IZA’s mission to cre-
ate intensive interactions between junior
researchers and well-established labor
economists.

17




SHORT NEWS

e

Journal of Population Economics Celebrates 25 Years

Thisyear marks the 25th anniversary of the
Journal of Population Economics. Since 1988,
the Journal has published research that
has advanced our knowledge and thinking
in the field of population economics. The
Journal’s reputation has evolved substan-
tially and it is now established as one of
the most reputable outlets in economics
and demography. As the journal of the Eu-
ropean Society for Population Economics
(ESPE), co-founded by IZA-Director Klaus
F. Zimmermann in 1988, the Journal of Pop-
ulation Economics is hosted by IZA and is
traditionally also strongly supported by
the IZA network.

“...has played a major role in the
growth and development of the field.”

Francine D. Blau, Cornell H
University and IZA i

Over the years, the number of submissions
to the Journal has consistently grown and
now exceeds 400 submissions per year.
The Journal currently publishes about 60
articles and 1,500 pages per year. The ac-
cepted articles are now published in less
than a year. Concurrently with its rising
prestige, the Journal’s impact factor has
been consistently increasing over time.
In 2010 the two-year impact factor was
0.948, ranking the Journal 116th among
305 journals listed in the Social Sciences
Citation Index (SSCI). As of June 2012, the
RePEc aggregate ranking places the Jour-
nal 65th out of 1,093 journals listed in the
database.

«

...very useful for people
working in population economics

and related fields.”

Compact Course for FU Berlin Students:
“Skilled Labor Shortage — lllusion or Challenge?”

At the occasion of his 10th anniversary
as honorary professor at the Free Uni-
versity of Berlin, IZA Director Klaus F.
Zimmermann held his annual compact
course for FU graduate students at IZA
in Bonn. This compact course, which has
traditionally been offered by the honor-
ary professor each spring semester since
2002, deals with topical research ques-
tions related to social and labor market
policies. The two-day course in early June
gave students interested in economic pol-
icy issues an opportunity to present their
course work on “Skilled Labor Shortage -
Illusion or Challenge?” in a workshop-like
environment.

A broad range of relevant aspects was an-
alyzed from the perspective of economics
and with regard to labor market policy im-
plications. During the first session on de-
mographic change and recent forecasts of
employment trends in Germany, it became
clear that the impending shrinkage of the
workforce can no longer be stopped but at
best be slowed down and its consequenc-
es mitigated if active policy measures are
taken in time.

The students’ presentations showed that
decision makers in politics, business and
society have the toolkit at hand in order to
make the necessary adjustments to cush-
ion the impact of demographic change.
Among the potential preventive and re-
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medial actions discussed by the young
economists were the expansion of weekly
and lifetime working hours, various ways
to raise female labor market participa-
tion, and options to promote and control
skilled labor immigration based on eco-
nomic needs.

A hotly debated topic was how to extend
people’s working lives and how to create
a work environment that meets the needs
of older workers. While raising female em-
ployment was found to have an enormous
potential, it was emphasized that actively

During the ESPE Annual Congress which
took place in Berne, Switzerland, in June
2012, the anniversary was celebrated.
Representing Springer Verlag, publisher of
the Journal, Katharina Wetzel-Vandai hon-
ored Editor-in-Chief Klaus F. Zimmmer-
mann and editorial board member Erdal
Tekin for their great success and continued
commitment.

“...its already substantial influence

'
1
1
i
i can only increase as economists
1
1
1
1
1

|
address the big issues of immigration,
fertility, and the changing family

i structure and the changing role of women.”

i James J. Heckman, University
1

1 of Chicago and IZA

ed in the public debate, was discussed as
well. 1ZA also provided the students with
insights into the methodology applied by
|IZA researchers to simulate future trends in
labor supply and demand.

Apart from economic considerations, the
students also looked into the political
implications of an aging society, which is
characterized by a shift of power from the
young to the old. At the end of the suc-
cessful compact course, the international
dimension of demographic change was
discussed. Since a sustainable strategy to

Participants of the FU Berlin Compact Course at IZA

organized immigration of foreign spe-
cialists will remain necessary at the same
time. The option to expand weekly work-
ing hours, which has so far been neglect-

deal with skilled labor shortages must also
take into account the interests of skilled
migrants’ home countries, it requires co-
operation on a global scale.
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IZA Director Zimmermann: European Union Should Create Financial Incentives
for Sustainable Reforms and Job Growth

By 2020, the European Union wants to
create 18 million new jobs. Details were
discussed at the EU Job and Growth Sum-
mit on June 28-29 in Brussels. Prior to the
meeting, IZA Director Klaus F. Zimmermann
made some concrete proposals for further
steps to be taken, including stricter control
mechanisms for balanced national bud-

gets, as well as financial incentives for em-
ployment growth.

In an op-ed for the Financial Times Deutsch-
land (June 26, 2012) Zimmermann calls
for “providing incentives for innovation in
future-oriented sectors, such as energy,
health, mobility and information technolo-

European Society Leaders Call for a Vibrant Europe:

4

In April 2012, a
high-ranking group
of representatives
" from the fields of
European politics,
academics,
multinational firms
called for action to

and

revitalize ~ Europe
and its socioeco-

Jo Ritzen

Declaration Proposes Action Plan

IZA Director Klaus F.
Zimmermann was among the first signato-
ries of a joint declaration of the “Vibrant
Europe Forum (VEF)” which was initiated
by IZA Senior Advisor Jo Ritzen, former
Dutch minister and vice-president of the
World Bank.

nomic structures.

The VEF aims at creating building blocks
for an implementable vision for Europe

gies.” He also suggests financial rewards for
progress in achieving greater labor market
flexibility, facilitating career entry for young-
er workers, retaining older workers longer,
and raising women’s participation rates.
Zimmermann argues that 80 billion euros
in unspent money from the EU Structural
Funds could be used for this purpose.

most concretely for the period 2015-2020
with a perspective towards 2050. Labor
market and social policies will be crucial
to turn anincreasingly weary Europeinto a
“vibrant” Europe. Further information on
the Vibrant Europe Forum, its complete
declaration and signatories are available
on the initiative’s webpages.

»  http://vef.merit.unu.edu/

Future Growth Is Female: IZA Supports Women Economists

At the occasion of the “women&work con-
gress” held in Bonn in May 2012, IZA Direc-
tor Klaus F. Zimmermann published a paper
entitled “Future Growth Is Female” in the
IZA Standpunkte series which stressed that
the demographic challenge for the German
labor market can only be metifboth female
labor market participation and fertility are
increased. The key to achieving this dual
goal is improving the availability and qual-
ity of childcare.

Deutsche Post DHL's 2012 Corporate Responsibility Day:

“The fact that many women are employed
below their qualifications has a nega-
tive impact on economic growth. This is
why IZA has always called for focusing
the various family benefits in Germany,
which amount to 200 billion euros annu-
ally, on providing childcare at early ages
in order to substantially improve women’s
career prospects,” said Zimmermann. IZA
had an exhibition booth at the congress
to inform the participants about relevant

IZA activities and publications including
a number of IZA Discussion Papers on re-
lated topics.

IZA also actively promotes women’s ca-
reers in research, for example through a
recent workshop entitled “Women and
Research.” The share of women among
IZA’s research staff and Summer School
participants is also traditionally high.

Zimmermann Calls for Policy Agenda to Address Demographic Change

How can we improve collaboration be-
tween businesses, politics and non-govern-
mental organizations in view of sustainable
goals? Is capitalism an obsolete model?
What consequence does the demographic
shift have on our future world of employ-

ment? These and other issues were dis-
cussed by leading experts from business,
politics and society, including IZA Direc-
tor Klaus F. Zimmermann, at the Corporate
Responsibility Day organized by Deutsche
Post DHL.

Zimmermann highlighted the manifold de-
mographic challenges from an academic
perspective and called for a comprehensive
policy agenda to address the labor market
needs of an aging society.

Jo Ritzen and Hiwon Yoon Receive Prestigious Book Prize

The Korean translation by Hiwon Yoon
(Seoul National University) of the book
“A Chance for European Universities” au-
thored by Jo Ritzen (IZA and Maastricht
University) and published in Korean by
Seoul National University Press has been
selected as the best international book of

2011 by the Academy of Sciences of Ko-
rea under its program “Supporting the
selection and distribution of outstanding
books”. This most privileged award in Ko-
rea carries a certificate and a cash prize
equivalent to 10,000 euros.
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1 Jo Ritzen

A Chance for European
Universities

Amsterdam University Press 2010
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Klaus F. Zimm

Growth: The Rediscovered Formula for Success

Ever since the Club of Rome report on the “Limits
to Growth” forty years ago sparked a global debate
on how to achieve “wealth without growth,” pun-
dits have warned not to get caught in the “growth
trap” and called for replacing the “blind ideology of
growth” with “post-growth” or “alternative growth.”

While in the 1970s social indicators were hailed as
an end to the obsession with GDP, today’s debates
have shifted towards measuring a society’s success in
terms of happiness, life satisfaction and well-being.
NGOs like Attac sum it up this way: “Creating a future
economy without growth is the task of the century.”

Any serious debate on growth has to revolve around
the creation of jobs. The European Union aims
at raising the employment rate among the 20 to
64-year-olds to 75 percent by 2020, which would
require 18 million new jobs.

But just going back to the old recipes won’t do the
trick. As a crisis response mechanism, automatic
stabilizers must replace flash-in-the-pan govern-
ment spending programs, which have failed in two
respects: Public budgets have dried up while at the
same time unemployment has skyrocketed. The re-
cent proposals to fight the current debt crisis with

In the face of severe and persistent eco-
nomic crises, this kind of debate seems
adrift from reality. Despite sleek new
research programs and smart scholarly
analyses, a sustainable formula for re-
shaping the world’s societies and econo-

more debt would only put us in a deeper

Any serious hole.
debate on growth
has to revolve
around the
creation of jobs.

The creation of sustainable jobs requires
structural reforms that boost competi-
tiveness - no matter how painful and
unpopular they might be. Flexible labor

mies is yet to be found.

Instead, weak growth, record unemployment and
growing public debt in the majority of developed
countries have put the search for a “new” growth
strategy once again at the top of the global agenda.
Are we about to witness another paradigm shift?

In any case, it is a good sign that growth has reap-
peared as a guiding theme in economic policy de-
bates. Without growth, the western industrial nations
would lose wealth, emerging economies would fall
behind again, economic disparities would continue
to exist, full employment would become an illusion,
social tensions and distributional conflicts would
spread around the world, and the key challenges for
the global community would go untackled.

Managing Editors:

markets lead to more growth. Particu-
larly in the service sector, the growth potential is
still unlimited given the ever-rising demand for in-
formation, education, security, health, leisure, care
and otherservices in all areas of life. But new growth
also requires strengthening manufacturing instead
of deindustrialization, as well as enhanced efforts in
education, research and innovation.

Rather than invoking the “limits to growth,” what

we should refocus on is how to realize the benefits
from growth.
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