
The Rockwool Foundation Research Unit

Study Paper No. 50

The Motivation Effect 
of Active Labor Market 
Policy on Wages

Johannes K. Clausen 
Lars Pico Geerdsen and 
Torben Tranæs

University Press of Southern Denmark

Odense 2013



 
The Motivation Effect of Active Labor Market Policy on Wages

Study Paper No. 50

Published by:

© The Rockwool Foundation Research Unit and 
University Press of Southern Denmark

Address:

The Rockwool Foundation Research Unit

Soelvgade 10, 2.tv.

DK-1307 Copenhagen K

Telephone +45  33 34 48 00

Fax  +45 33 34 48 99

E-mail  forskningsenheden@rff.dk

Home page www.rff.dk

ISBN 978-87-90199-81-4

ISSN 0908-3979

Maj 2013

Pris: 60 kr. inklusive 25 % moms















Emp

Emp

Prev UI

Unskilled

Skilled

Short

Unskilled



High Low None







0

1

2

3

4

5

6

7

8

1994 1995 1996 1997 1998 1999 2000 2001 2002

Passive Period

Active Period

1999 2000 2001 2002

Individual A

Individual B

Individual C





0
.2

.4
.6

.8
1

S
ha

re
 in

 a
ct

iv
e 

la
bo

r m
ar

ke
t p

ro
gr

am
s

0 50 100 15025 75 125
Week

1998 1999
2000 2001





0 .2 .4 .6
Share in ALMP

-50
0

50
100

75
25

-25
R

em
aining passive period (w

eeks)

O
nly com

pulsory
V

ocational
S

hort further
Interm

ediate further
Long further

1998

0 .2 .4 .6
Share in ALMP

-50
0

50
100

75
25

-25
R

em
aining passive period (w

eeks)

O
nly com

pulsory
V

ocational
S

hort further
Interm

ediate further
Long further

1999

0 .2 .4 .6
Share in ALMP

-50
0

50
-25

25
R

em
aining passive period (w

eeks)

O
nly com

pulsory
V

ocational
S

hort further
Interm

ediate further
Long further

2000

0 .2 .4 .6
Share in ALMP

-50
0

50
-25

25
R

em
aining passive period (w

eeks)

O
nly com

pulsory
V

ocational
S

hort further
Interm

ediate further
Long further

2001





P (Empij|T ≥ j) =
exp (β′

EMPXij)

1 + exp (β′
EMPXij)

, P r (ALMPt) =
exp (β′

ALMPXA)

1 + exp (β′
ALMPXA)

β′
ALMPXA = αALMP +

t=7∑
t=1

δtDit +
t=7∑
t=1

r=2001∑
r=1998

γrtDrDit + η1PREV UIt

+η2D1999 + η3D2000 + η4D2001 + η5Xt

β′
EmpX = α+

t=7∑
t=1

τtDit+λ1P (ALMPt = 1) (1− ALMP )+λ2ALMPt+λ3PREV UIt+λ4Xt

t=7∑
t=1

δtDit

PREV UI

D1999 D2000 D2001

ALMP

Xt



j

L = LEmp × LALMP

LEmp =

(
exp (β′

EMPX)

1 + exp (β′
EMPX)

)EMP (
1

1 + exp (β′
EMPX)

)1−EMP j−1∏
k=1

(
1

1 + exp (β′
EMPX)

)

EMP

LALMP =

[
exp (β′

ALMPXA)

1 + exp (β′
ALMPXA)

]δALMP [
1

1 + exp (β′
ALMPXA)

]1−δALMP

j−1∏
k=1

[
1

1 + exp (β′
ALMPXA)

]

δALMP

P (Hij|T ≥ j) =
exp (β′

HXij)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)



P (Lij|T ≥ j) =
exp (β′

LXij)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

P (Nij|T ≥ j) =
exp (β′

NXij)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

Pr (ALMPt) =
exp (β′

ALMPXA)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

dε {H,L,N} H L N

β′
ALMP,XA = αALMP +

t=7∑
t=1

δALMP
t Dit +

t=7∑
t=1

r=2001∑
r=1998

γrtDrDit + η1PREV UIt

+η2D1999 + η3D2000 + η4D2001 + η5Xt

β′
dX = αd+

t=7∑
t=1

τ dt Dit+λd
1P (ALMPt = 1) (1− ALMP )+λd

2ALMPt+λ3PREV UIt+λd
4Xt

dε {H,L,N}
j

L = LWage × LALMP



LWage =

[
exp (β′

HX)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

]δH

[
exp (β′

LX)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

]δL

[
exp (β′

NX)

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

]δN

[
1

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

]1−δH−δL−δN

j−1∏
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[
1

1 + exp (β′
HX) + exp (β′

LX) + exp (β′
NX)

]

δH δL δN

LALMP =

[
exp (β′

ALMPXA)

1 + exp (β′
ALMPXA)
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1

1 + exp (β′
ALMPXA)
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[
1

1 + exp (β′
ALMPXA)

]
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µ M

πm m =

1, ...M µ

Lm (ϑ|µ)
ϑ

L∗ =
M∑

m=1

πmLm (ϑ|µ)

M∑
m=1

πm = 1

β′
HX + µH

β′
LX + µL β′

NX + µN

β′
ALMPXA β′

ALMPXA+µALMP m = 2

L∗ = πEmpL1 (ϑ|µEmp, µALMP,Emp) + (1− πEmp)L2 (ϑ)

πEmp =
exp (aEmp)

1 + exp (aEmp)

L∗ = πWageL1 (ϑ|µH , µL, µN , µALMP,Emp) + (1− πWage)L2 (ϑ)

πWage =
exp (aWage)

1 + exp (aWage)



1−π

{µEmp, µALMP,Emp, aEmp}
{µH , µL, µN , µALMP,Emp, aWage}

�
�

OR =

h (β1 (x1 +�) + ...)

1− h (β1 (x1 +�) + ...)

h (β1x1 + ...)

1− h (β1x1 + ...)

=
exp (β1 (x1 +�) + ...)

exp (β1x1 + ...)
= exp (β1�)

lim

h → 0

h (β1 (x1 +�) + ...)

1− h (β1 (x1 +�) + ...)

h (β1x1 + ...)

1− h (β1x1 + ...)

=

h (β1 (x1 +�) + ...)

1
h (β1x1 + ...)

1

=
h (β1 (x1 +�) + ...)

h (β1x1 + ...)

ODDSHL =
hH (β′

HX)

hL (β′
LX)

=

exp (β′
HX)

1 +
∑

K exp (βKX)

exp (β′
LX)

1 +
∑

K exp (βKX)

=
exp (β′

HX)

exp (β′
LX)

= exp ([β′
H − β′

L]X)



ODDSHL = exp ([βH1 − βL1] x1 + ...)

�

ODDSHL,� = exp ([βH1 − βL1] (x1 +∆) + ...)

x1

OR =
exp ([βH1 − βL1] (x1 +∆) + ...)

exp ([βH1 − βL1] x1 + ...)
= exp ([βH1 − βL1]�)

0

LR =

−2 (−53245.467− (−51914.988)) = 2661 χ2
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(µALMP ;µEmployment) = (0; 0)

(µALMP ;µEmployment) = (−4.07 ; 0.93)

π =
exp(1.54)

1 + exp(1.54)
= 0.82

µALMP
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(µALMP ;µH ;µL;µN) = (0 ; 0 ; 0 ; 0) (µALMP ;µH ;µL;µN) = (−5.98 ; 0.89 ; 0.97 ; 1.02)

π =
exp(2.75)

1 + exp(2.75)
= 0.94
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