Readme for siab_BFAS2019.do –
Data preparation for SIAB7514 
including the calculation of full-time weights
The German social security records involve an indicator for part-time or full-time work. In
2011, the reporting procedure was changed suggesting that a fraction of worker recorded to be working full-time before the change were in fact part-time workers. We developed a correction based on estimating the probability of being a part-time worker before and after the break.

For a detailed discussion and description of our method, see our paper:

[bookmark: _GoBack]Fitzenberger, Bernd and Arnim Seidlitz (2020), The 2011 Break in the Part-Time Indicator and the Evolution of Wage Inequality in Germany, Journal for Labour Market Research.

The dofile “siab_BFAS2019.do” includes our full data preparation. This includes different steps of adjustments and data generations. For improved readability, we organized the code in nine steps. The last one performs the actual calculation of the full-time weights that we use for our part-time correction. 

Some of the steps 1 to 7 are necessary to run the code of step 8. 

General remarks and requirements

The code is written for SIAB Regional File 7514. It should be generally possible to use it also for other versions of these data but may require some adjustments.

To run the code for the full-time weights (step eight), it is necessary to create a variable indicating marginally employment. This variable can be generated using the thresholds for daily earnings. An employment spell with earnings below this threshold is considered as marginal. Our dummy-identifier variable for marginal employment is called “gfg”. We generate this variable in step five.

For the probit-regressions, the code uses some further control variables that need to be generated. These are the variables for educational and occupational categories and the state-identifiers. For the calculations, we further need the weight for the duration of a spell. Both, the duration weight and the control variables, are generated in step 7.

Concerning the education variable, we use in step 3 an updated version of the procedure described in:
Bernd Fitzenberger & Aderonke Osikominu & Robert Völter, 2006: "Imputation Rules to Improve the Education Variable in the IAB Employment Subsample," Schmollers Jahrbuch : Journal of Applied Social Science Studies / Zeitschrift für Wirtschafts- und Sozialwissenschaften, Duncker & Humblot, Berlin, vol. 126(3)
However, depending on your application, additional or other control variables might be more appropriate.
Step 0 to 7
The program is organized in nine steps. It may be possible to use only selected steps. 

Step 0 deletes some observation, we cannot use for our calculations. 
Step 1 sets all missings to one missing-code.
Step 2 deletes parallel spells (spells having the same starting and ending date).
Step 3 performs the correcting procedure for the educational variable proposed by (Fitzenberger, Osikominu and Völter 2006).
Step 4 generates are variable for former East- and West-Germany and overrides some missings concerning the region of a spell.
Step 5 corrects for earnings above the earning ceilings, generates are dummy for marginal employment and corrects for inflation.
Step 6 merges spells which are directly consecutive, at the same employer and with same information concerning full- and part-time. 
Step 7 generates the control variables that we use in the regressions of step eight.

For more details, see the comments in the code.

Step 8

Step 8 contains the main contribution of our code. It calculates the full-time weights, which we used to correct for misreportings in the part-time status. The code of step eight is subdivided in five sub-steps.

In step 8.0, you may select the sample that you want to consider. We chose to exclude marginally employed, apprentices, employees from former East-Germany, and those who are younger than 25 or older than 55. It is conceivable to deviate from that.

Step 8.1 defines the upper bound for the correction. Spells with earnings below this threshold are part of the regressions and full-time spells may receive a weight below one. Full-time spells above the threshold will receive a full-time weight of one. We choose the 80th and the 25th quantile of the full-time only distribution for women and men, respectively.

Step 8.2 generates a variable indicating whether a spells is used in the regression and the variable theta, which will be the main independent in our regression on the part-time probabilities. Theta captures the distance between a spell’s quantile in the full-time and part-time earning distribution and the upper bound.

Step 8.3 performs the actual regressions to estimate the probabilities to work part-time. The estimates of these regressions are then used for the spells below the upper bound to predict the probability to work part-time of the own year and in 2012.

Step 8.4 finally creates the weights as fraction of the probabilities to work full-time in 2012 and in the year of observation. 

Output

In the final step, the code generates the two variables ft_weight and weight_duration_ft.

ft_weight: This variable is calculated as the ratio of the probabilities to work full-time. The variable is capped at one. It can be interpreted as likelihood that a reported full-time spell is an actual full-time spell. Spells with a low likelihood to be correctly reported receive a low weight. Those spells with a high likelihood can receive a weight of one and thus are not downweighted.

weight_duration_ft: This variable is the product of ft_weight and a variable for the weight of the duration of a spell. It is the final variable, we use to weight observations in our paper on earning inequality. For outcomes recorded at the yearly level, we use the weight to control for the misreporting of full-time employments and for differences in the duration of spells.

Please note, if processed twice, the code will not generate exactly the same weights. Some (mostly very small) variation will remain. The code contains two stages for variation. In step 2 when parallel spells are deleted, the rule for selection is not complete in the sense that two spells may be ranked with equal priority. The chosen spell may vary then. In step 8, there is some variation around the upper bound until which spells are corrected. We used the “cumul”-command in STATA to generate for each spell a percentile rank. As thiscommand assigns unique ranks to spells – even for those with exactly the same earnings – spells directly at the cutoff, may receive a percentile-rank slightly above or below the upper bound. 

