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1. Construction of the database
The variables used in the analysis draw from different sources of information. The exact definitions and sources can be found in Table S1 below. Furthermore, a summary of descriptive statistics of the variables used in the analysis are presented in Table S4.[footnoteRef:2]  [2:  The analysis is based on data for 31 OECD countries over the 25-year period 1985-2010, which yields a total of 806 observations. However, information is not usually available for all countries for every year so the number of observations varies by variable.] 

Labour market variables (employment, unemployment, labour force and working-age population) for the overall population for the 31 countries analysed in this paper were collected from the Labour Force Survey dataset of OECD. 
The low-skilled unemployment rate and employment-to-population ratio draw from the Eurostat database for the 23 European countries for which information is available in this dataset. To obtain information on the low-skilled unemployment rate for the remaining countries, I used ILO databases[footnoteRef:3] for Australia, Canada, Israel, Mexico, and the United States, and national sources for Japan, Korea and New Zealand. The low-skilled employment rate comes from OECD Education at Glance indicators (2004–2012) for Australia, Israel, and Mexico, and national sources for Canada, Japan, Korea, New Zealand and the United States.  [3:  KILM (Key Indicators of the Labour Market) and ILO.Stat.] 

Skill level is measured by the level of educational attainment as defined by the International Standard Classification of Education (ISCED) (UNESCO, 1997). As such, the low skilled in this paper are individuals with pre-primary, primary and lower secondary education (levels 0-2 of ISCED); the middle skilled those with upper secondary and post-secondary non-tertiary education (levels 3-4); and the high skilled those that have finalized tertiary education (levels 5-6). The definition of the variables in countries where information was gathered from national sources varies slightly (Table S1). 
Policy intervention variables derive from OECD Employment Outlook databases. Policy categories used in this paper thus follow the OECD classification and definitions, including: training, job rotation and job sharing, employment incentives, supported employment and rehabilitation, direct job creation and start-up incentives. Measures included in the analysis are restricted to targeted policies. This excludes measures that are generally available, such as in-work benefits for all employees whose income fall below a threshold, or training and apprenticeship programs that are generally available to employed adults or youth.   
[bookmark: _Hlk503706952][bookmark: _Hlk503706908][bookmark: _Hlk503706406]The long-time series used in the paper and the country-specific nature of the policy intervention variables, calls for a discussion regarding data comparability. In terms of the comparability of policy variables over time, it is important to note that OECD data on policy intervention variables has its origins in two different classification systems: the first one started in 1985 when the OECD began collecting data on public expenditure on labour market programmes following a consistent classification system that remained in place until 2002. In 1998, Eurostat started collecting data on these policy variables following a somewhat different classification system for member countries. In a collaborative effort aimed to enhance coordination and data comparability, the OECD adopted this new classification. This second classification was put in force in 2002. In this year, the OECD began to use of the data collected by Eurostat and complementing this information with comparable data for non-Eurostat OECD Member countries. As such, these two data sets (the old 1985-2002 and the new 2002-today) are not readily comparable through simple extrapolation or splicing techniques. To address this issue, the OECD has made systematic efforts to reconstruct old time-series to make them comparable to the series currently available, following a meticulous matching at the individual programme level and a careful interpretation of information in both sets of data (Grubb and Puymoyen, 2008). Thanks to these efforts, for most of the countries included in this paper, the move from one classification to the other should not represent a serious source of concern in terms of the data quality for long time-series. Japan is the only exception that merits special attention. Given that data matching at the level of individual programmes was not possible for Japan, extrapolation methods were used to fill information during the old period. To account for this potential problem in the data, I have estimated all models in the paper excluding Japan, to check the robustness of results and ensure that Japan’s data limitations are not invalidating the findings of the paper. Results, discussed briefly in Section 7 show that changing the sample does not seem to alter the big lines of the estimation results.
[bookmark: _Hlk503781260]In terms of the comparability across countries, it is important to note that labour market policy data is country specific and remains highly influenced by reporting standards, which can lead to some cross-country comparability issues (OECD, 2017). I have examined carefully these potential comparability concerns in light of the objectives of the paper. I believe the findings of the study are not threaten by cross-country comparability concerns, which mostly relate to how expenses are categorized among subcategories (not used in this paper) within each type of ALMP. For detailed information on comparability and coverage of the ALMP variables used in the paper, please refer to OECD (2015) and OECD (2017). 


2. Tables
Table S1   Definitions and sources of variables used in the regression analysis
	Variable
	Definition
	Source

	Dependent:
	
	

	Unemployment rate
	Unemployed persons aged 15-64 as a percentage of the labour force
	OECD. Stat

	Employment-to-population ratio
	Employed persons aged 15-64 as a percentage of the population of the same age (working-age population).
	OECD. Stat

	Labour force participation rate (LFPR)
	Employed and unemployment persons aged 15-64 as a percentage of the population of the same age (working-age population).
	OECD. Stat

	Low-skilled unemployment rate 
	Low-skilled unemployed individuals as a percentage of the total low skilled in the labour force.
Age definitions vary according to different sources: 15-64 in the case of Eurostat data; 15+ for ILO data and data gathered for Canada, Japan, Korea and New Zealand; and 25-64 in the case of OECD data.
	Eurostat, ILO and National sources

	Low-skilled employment-to-population ratio
	Low-skilled employed individuals as a percentage of the total low skilled in working-age.
Age definition varies according to different sources: 15-64 in the case of Eurostat data; 15+ for ILO data and data gathered for Canada, Japan, Korea and New Zealand; 25-64 in the case of OECD data; and 25+ for the US data.
	Eurostat, OECD and National sources

	Low-skilled labour force participation rate (LFPR)
	Low-skilled employed and unemployment persons aged 15-64 as a percentage of the population of the same age (working-age population).
	Author’s calculations based on the low-skilled employment and unemployment rates.

	Skill levels:
Measured by the level of educational attainment as defined by the International Standard Classification of Education (ISCED)
	The low skilled are individuals with pre-primary, primary and lower secondary education (levels 0-2 of ISCED); the middle-skilled, those with upper secondary and post-secondary non-tertiary education (levels 3-4); and the high-skilled, individuals that have finalized tertiary education (levels 5-6). 
The definition of skill level varies slightly in some countries: 
In Japan, low-skilled individuals are those with primary school, junior or senior high school; middle-skilled those with junior college; and high-skilled individuals that have coursed college or university, including graduate school. 
In Korea, low skilled are middle-school graduates and below, middle skilled are high school graduates and high skilled are college and university graduates. 
In New Zealand, low skilled are individuals with no school qualification, middle skilled those with either school qualification or post school but no school qualification, and high skilled those with post school and school qualification. 
In Canada and the United State, the low skilled are individuals with no schooling and persons who received some schooling but did not obtain a secondary or high school diploma.
	UNESCO (1997)

	Independent:
	
	

	Policy intervention:
	
	

	Policy Cluster
	Public expenditure in job rotation and job sharing, supported employment and rehabilitation, and direct job creation policies.
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat

	Public expenditure in training
	Public expenditure in institutional, workplace and integrated training and special support for apprenticeship. 
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat


	Public expenditure in job rotation and job sharing
	Public expenditure in job rotation and job sharing schemes. 
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat

	Public expenditure in employment incentives
	Public expenditure in recruitment and employment maintenance incentives. 
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat

	Public expenditure in supported employment and rehabilitation
	Public expenditure in supported employment and rehabilitation programmes.  
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat

	Public expenditure in direct job creation
	Public expenditure in programmes aimed to create additional jobs. 
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat

	Public expenditure in start-up incentives
	Public expenditure in programmes that promote entrepreneurship. 
Measured as expenditure in thousands of US$ (PPP) per unemployed individual.
	OECD. Stat

	Implementation:
	
	

	Allocation of resources to the administration and implementation of policies
	Public expenditure on programme administration (PES) as a percentage of total ALMP expenditure. 
Programme administration is defined by governments’ expenditure in Public Employment Services and includes: (i) public expenditure in placement and related services, (ii) benefit administration, and (iii) other services and activities, including both, the budget of institutions that manage placement and related services and ALMPs but also the budget of institutions that administer unemployment and early retirement benefits. Please note that this item may include spending by PES organisations on activities that are outside the labour market policy scope, or exclude spending on activities inside its scope (OECD, 2017).
	Author’s calculations based on OECD. Stat

	Continuity of programmes implemented
	Difference between the standard deviation of real GDP growth and the standard deviation of the growth rate of real expenditure in ALMP during the whole period of analysis.
	Author’s calculations based on Schmid (1996)

	Timing in the implementation of programmes 
	Dummy variable taking the value of 1 when policies are implemented countercyclically (i.e. regression coefficient between ALMP spending and output is negative and that of ALMP spending and unemployment is positive); and 0 otherwise.
	Author’s calculations based on Schmid (1996)

	Demand Conditions:
	
	

	Terms of trade (ToT)
	Ratio between the index of export prices and the index of import prices.
	OECD. Stat

	Structure of the Labour Market:
	

	Share of the population with tertiary education
	School enrolment, tertiary (% gross).
	World Bank, WDI database

	Middle-skilled unemployment rate
	Middle-skilled unemployed individuals as a percentage of the total middle skilled in the labour force.
	Eurostat, ILO and National sources 

	High-skilled unemployment rate
	High-skilled unemployed individuals as a percentage of the total high skilled in the labour force.
	Eurostat, ILO and National sources

	Institutional arrangements:
	
	

	Union density
	Ratio of wage and salary earners that are trade union members, divided by the total number of wage and salary earners.
	ICTWSS (Visser, 2011)

	EPL for temporary workers
	Strictness of regulation on the use of temporary contracts. Version 1 (1985-2008) of the employment protection legislation indicator. 
	EPL databases of OECD. Stat

	EPL for regular workers
	Strictness of regulation on the use of regular contracts (individual and collective dismissals). Version 1 (1985-2013) of the employment protection legislation indicator.
	EPL databases of OECD. Stat

	Gross replacement rate (GRR)
	Average of the gross unemployment benefit replacement rates for two earnings levels (100% and 67%), three family situations (single, one-earner couple, two-earner couple) and three durations of unemployment (1st, 2nd, 3rd, 4th and 5th years of unemployment)[footnoteRef:4] [4:  As original data was only available for odd years, averages of adjacent years were used to fill the missing values (Estevão, 2003). Furthermore, GRR series (1961-2005) and (2001-2011) were complemented using splicing. ] 

	OECD, benefits and wages database

	Other controls:
	
	

	Member of the European Union
	Dummy variable taking the value of 1 if the country is a member of the European Union and 0 if it is not.
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[bookmark: _Ref380407102]Table S2   Summary results of First Stage Regressions (2SLS)
	
	Unemployment rate
	Low-skilled unemployment rate
	Employment rate
	Low-skilled employment rate
	Labour force participation rate
	Low-skilled  participation rate

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Training (Policy 1)
	
	
	
	
	
	

	     F-value
	10.7
	10.1
	13.3
	10.1
	86.2
	11.5

	     p-value
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000

	Policy cluster (Policy 3)
	
	
	
	
	
	

	     F-value
	9.0
	11.0
	14.6
	12.4
	70.4
	14.5

	     p-value
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000

	Continuity in implementation
	
	
	
	
	
	

	     F-value
	10.1
	27.8
	37.0
	32.7
	225.3
	43.7

	     p-value
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000

	Weak-instrument-robust inference (Anderson-Rubin Wald test)

	     Chi-sq
	80.1
	107.1
	110.1
	79.4
	216.7
	63.5

	     p-value
	0.000
	0.000
	0.000
	0.000
	0.000
	0.000


Notes: Significance levels: *significant at 10 per cent; **significant at 5 per cent; ***significant at 1 per cent. 
Table shows the first stage IV estimation of each of the models. All models have been estimated by 2SLS, using gmm and robust options to compute efficient estimates in presence of heteroskedasticity and autocorrelation.



Table S3   Expected effects of specific ALMP on the labour market
		Type of ALMP
	Expected effect:
	Channel:
	Actual effect:
	Long- versus short-term:
	Transmission mechanisms:
	Ultimate effect on the labour market:

	- Direct job creation
	Matching process
	Wage-setting schedule
	Reduced search effectiveness
(unintended effect)
	Short-term
	Participants may reduce their search efforts in the knowledge that the employment services will find work for them (Bellman and Jackman, 1996b).
	Reduced employment

	- Direct job creation
	Job creation
	Wage-setting schedule (workers subsidies). Labour demand (hiring credits).
	Job creation (intended effect)
	Short-term (effects on the labour market on the medium-term) 
	Wage subsidies reduce workers’ wage expectations increasing labour supply at any given market wage and reducing unemployment (Ohlsson, 1995). Hiring credits, on the other hand, reduce the effective wage paid by employers shifting labour demand upwards (Neumark, 2011).  
	Increased employment and effective wages.
No inflation of real wages in the long term.

	- Direct job creation
- Employment incentives and other subsidised employment policies.
	Deadweight loss
	Labour demand
	Deadweight loss
(unintended effect)
	Short- to medium-term
	Reduced efficiency of programmes since hiring from the target group would have occurred even in the absence of the programme (Calmfors and Skedinger, 1995; Martin and Grubb, 2001).
	Deadweight loss lowers efficiency of programmes if not properly targeted

	- Training
- Supported employment and rehabilitation (subsidisation)
	Matching process
	Wage-setting schedule
	Improved search effectiveness
(intended effect)
	Short-term
	Participants in training courses provide a positive signal to potential employers, reducing uncertainty about the employability of job applicants (Bellman and Jackman, 1996b; Layard and Nickell, 1986; OECD, 1993).
	Reduced unemployment

	- Training
	Matching process
	Wage-setting schedule
	Reduced search effectiveness
(unintended effect)
	Short-term
	Participants may reduce their search efforts because of a potentially attractive course or in the expectation that the course culminates (i.e. lock-in effect) (Bellman and Jackman, 1996b; Calmfors and Skedinger, 1995).
	Reduced employment

	- Training
- Supported employment and rehabilitation (where there is provision of vocational training)
	Matching process
	Wage-setting schedule
	Facilitated matching
(intended effect)
	Long-term
	Training would adjust the qualifications of jobseekers to the structure of demand (OECD, 1993, Bassanini and Duval, 2006) and reduce “structuralization” (Schmid et al., 2001). Specifically for the low skilled, it would increase cross-sector mobility by qualifying them for work in sectors where the demand for labour is growing (Bellman and Jackman, 1996a).
	Lower unemployment at least among targeted groups.

	- Training
- To certain degree supported employment and rehabilitation (subsidisation) and direct-job-creation measures with on-the-job training components.
	Productivity
	Labour demand
	Increased productivity
(intended effect)
	Long-term
	Increases in productivity can have externalities that contribute to general productivity increases (OECD, 1993) and to general technical progress of societies (Calmfors and Skedinger, 1995). 
	Reduced unemployment

	- Training
- To certain degree supported employment and rehabilitation (subsidisation) and direct job creation measures with on-the-job training components.
	Productivity
	Labour demand
	Substitution effect
(unintended effect)
	Long-term
	Importantly, the labour demand can be reduced if this scale effect of labour productivity outweighs the substitution effect arising because a given output can be produced by fewer, more efficient workers (usually when the labour demand is elastic) (Calmfors and Skedinger, 1995).
	Increase in employment and wages if scale effect offsets substitution effect.

	- Training
- To some extent, subsidised employment policies.
	Labour supply
	Wage-setting schedule
	Increased search effectiveness
(intended effect)
	Short-term
	Maintain the unemployed active and available during recessions, which would reduce the number of vacancies and lower the wage pressure (Calmfors and Skedinger, 1995; OECD, 1993).
	Positive effect on the effective supply of labour.

	- PES
- To some extent, employment incentives
	Competition for insiders
	Wage-setting schedule
	Increased competition
(intended effect)
	Short-term
	Downward pressure on wages due to increased competition for vacancies (Bellman and Jackman, 1996b; OECD, 1993; Layard et al. 1991).
	Lower wages and lower unemployment.

	- PES
- Training
	Matching process
	Wage-setting schedule
	Improved search effectiveness
(intended effect)
	Short- to medium-term
	Placement services can improve the effectiveness of search (Blasco et al., 2013; Bellman and Jackman, 1996b). Some believe, however, that this positive effect depends on quality of implementation (de Koning, 1993).
	Reduced unemployment and reduced vacancies.

	- PES
	Matching process
	Wage-setting schedule
	Reduced search effectiveness
(unintended effect)
	Short-term
	Assistance with job search might raise wage pressure by reducing the fear of unemployment (Calmfors and Skedinger, 1995). 
	Reduced employment

	- PES
- To some extent, direct job creation
	Matching process
	Labour demand
	Improved search effectiveness
(intended effect)
	Medium- to long-term
	Assistance with job search might also increase the number of vacancies because opening posts becomes less costly for firms (Pissarides, 1990; Calmfors and Lang, 1995; OECD, 1993).
	Increased labour demand and reduced unemployment.

	- Job rotation and job sharing
- Supported employment and rehabilitation (subsidisation)
	Competition for insiders and outsiders
	Wage-setting schedule
	Increased competition
(intended effect)
	Short-term
	Programmes targeting specific groups can also create more competition for vacancies, creating downward pressure on wages (Bellman and Jackman, 1996b).
	Lower wages and lower unemployment. But also increased welfare for the vulnerable groups targeted.

	- Job rotation and job sharing
- Supported employment and rehabilitation (subsidisation)
- Direct job creation
	Competition for insiders and outsiders
	Labour demand
	Substitution effect
(unintended or intended effect)
	Short-term
	Substitution effect occurs when jobs created for a certain category of workers replace jobs for other categories (Calmfors and Skedinger, 1995; Martin and Grubb, 2001; etc.).
	Reduced labour demand for regular employment. Total effect on employment would depend on the scale of the substitution effect.

	- Job rotation and job sharing
- Supported employment and rehabilitation (subsidisation)
	Labour supply
	Wage-setting schedule
	Reduced search effectiveness
(unintended effect)
	Short-term
	Targeted policies to specific groups (e.g. youth, long-term unemployed, low skilled) could mitigate the fear of unemployment among the targeted individuals and thus, reduce the incentives to search for jobs (OECD, 1993). 
	Reduced employment

	- Job rotation and job sharing
- Supported employment and rehabilitation (subsidisation)
	Matching process and competition effects for insiders and outsiders
	Wage-setting schedule
	Increased search effectiveness
(intended effect)
	Short-term (effects on the labour market on the medium-term)
	In general, ALMP that target disadvantaged groups (especially when used in conjunction with benefit conditionality) will put pressure on unemployed people to search harder for jobs, which will be associated with lower wage pressure and more jobs (Bellman and Jackman, 1996a). 
	Lower wages and lower unemployment.

	- Start-up incentives
	Job creation
	Labour demand
	Job creation
	Short-term
	Start-up programmes improve employment and income prospects, especially for disadvantaged groups (Caliendo and Künn, 2014).
	Reduced unemployment. But also increased welfare for the vulnerable groups targeted.

	- Start-up incentives
	Competition for insiders
	Labour demand
	Displacement effect
(unintended effect)
	Long-term
	Increased competition could imply that the businesses set up by the beneficiaries of start-up incentives drive other existing (unsubsidised) businesses out of the market (Román et al., 2013).
	Reduced unemployment and increased employment if new self-employed do not displace unsubsidised entrepreneurs.






Table S4   Descriptive statistics
	Variable
	No. of obs.
	No. of countries
	Mean
	Standard Deviation
	Minimum
	Maximum

	Dependent:
	
	
	
	
	
	

	Unemployment rate
	731
	31
	7.5
	3.9
	0.6
	23.9

	Employment-to-population ratio
	731
	31
	66.5
	8.0
	46.9
	84.4

	Labour force participation rate
	731
	31
	71.7
	7.1
	56.6
	86.0

	Low-skilled unemployment rate
	511
	31
	12.2
	7.7
	2.1
	53.4

	Low-skilled employment-to-population ratio
	498
	31
	47.0
	12.1
	13.3
	71.9

	Low-skilled labour force participation rate
	490
	31
	52.7
	11.3
	24.5
	74.5

	Independent:
	
	
	
	
	
	

	Policy Cluster (thousand)
	656
	31
	1.8
	2.6
	0.0
	20.8

	Public expenditure in training (thousand)
	659
	31
	1.7
	2.0
	0.0
	10.3

	Public expenditure in job rotation and job sharing (thousand)
	665
	31
	0.0
	0.1
	0.0
	1.4

	Public expenditure in employment incentives (thousand)
	662
	31
	0.9
	1.4
	0.0
	13.6

	Public expenditure in supported employment and rehabilitation (thousand)
	660
	31
	0.9
	1.9
	0.0
	14.3

	Public expenditure in direct job creation (thousand)
	660
	31
	0.8
	1.2
	0.0
	6.5

	Public expenditure in start-up incentives (thousand)
	664
	31
	0.1
	0.1
	0.0
	0.8

	Allocation of resources to the implementation of policies (per cent)
	623
	31
	0.3
	0.2
	0.0
	0.9

	Continuity of programmes implemented
	710
	31
	-15.0
	14.7
	-71.0
	-1.2

	Right timing in the implementation of programmes
	806
	31
	0.8
	0.4
	0.0
	1.0

	Terms of trade
	770
	31
	98.9
	15.9
	44.9
	161.4

	Share of the population with tertiary education
	729
	31
	48.1
	21.0
	2.4
	103.9

	Union density
	689
	30
	34.0
	19.5
	7.1
	83.9

	EPL for temporary workers
	673
	31
	1.9
	1.4
	0.3
	5.3

	EPL for regular workers
	673
	31
	2.2
	0.9
	0.3
	5

	Gross replacement rate
	606
	27
	28.4
	13.3
	0.3
	65.2

	Member of the European Union
	806
	31
	0.7
	0.5
	0.0
	1.0


Note: (1) The analysis is based on data for 31 OECD countries over the 25-year period 1985–2010, which yields a total of 806 observations. Countries include Australia, Austria, Belgium, Canada, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Ireland, Israel, Italy, Japan, Korea, Luxembourg, Mexico, the Netherlands, New Zeeland, Norway, Poland, Portugal Slovak Republic, Slovenia, Spain, Sweden, Switzerland, the United Kingdom, and the United States. (2)  Information is not usually available for all countries for every year so the number of observations vary by variables.  
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Table S5   Regression results adding one interaction at a time 
	
	Unemployment rate
	Low-skilled unemployment rate

	
	No interaction (1)
	Only first interact. (2)
	Only second interact. (3)
	Only third interact. (4)
	Complete model (5)
	No interaction (1)
	Only first interact. (2)
	Only second interact. (3)
	Only third interact. (4)
	Complete model (5)

	Training (Policy 1)
	-0.76***
	-1.03***
	-1.31***
	-2.43***
	-1.78***
	-1.03***
	-0.40
	-0.22
	-1.91*
	-1.00

	
	(0.09)
	(0.28)
	(0.40)
	(0.54)
	(0.55)
	(0.15)
	(0.48)
	(0.67)
	(0.98)
	(0.87)

	Employment incentives (Policy 2)
	-0.94***
	-0.92***
	-0.27
	-1.70***
	-1.19**
	-0.69**
	-0.81***
	-1.18
	-3.62***
	-2.09**

	
	(0.17)
	(0.17)
	(0.60)
	(0.55)
	(0.52)
	(0.31)
	(0.30)
	(0.96)
	(1.04)
	(0.97)

	Cluster (Policy 3)
	-0.27***
	-0.29***
	-0.32***
	-2.60***
	-1.61***
	-0.29***
	-0.27**
	-0.28**
	-3.92***
	-2.17**

	
	(0.05)
	(0.05)
	(0.06)
	(0.51)
	(0.54)
	(0.11)
	(0.12)
	(0.13)
	(1.02)
	(0.94)

	Start-up incentives (Policy 4)
	-0.96
	-1.08
	-1.35
	-1.59
	-2.75***
	-2.17
	-2.95
	-2.68
	-3.08
	-5.11***

	
	(1.06)
	(1.06)
	(1.05)
	(0.99)
	(1.04)
	(2.30)
	(2.30)
	(2.31)
	(2.18)
	(1.71)

	PES allocation
	-0.09***
	-0.09***
	-0.09***
	-0.12***
	-0.10***
	0.08**
	0.08**
	0.08*
	0.02
	0.06

	
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.04)

	Continuity in implementation
	-0.10**
	-0.10**
	-0.11**
	-0.11***
	-0.41***
	-0.29***
	-0.25**
	-0.24**
	-0.21**
	-1.00***

	
	(0.05)
	(0.05)
	(0.05)
	(0.04)
	(0.07)
	(0.10)
	(0.10)
	(0.10)
	(0.09)
	(0.14)

	Correct timing of policies
	-1.32*
	-1.56**
	-1.43**
	-5.85***
	-0.01
	-3.54***
	-3.50***
	-3.34***
	-10.61***
	2.14

	
	(0.70)
	(0.71)
	(0.72)
	(1.03)
	(1.58)
	(1.23)
	(1.22)
	(1.24)
	(2.25)
	(2.95)

	Training * PES allocation
	
	0.01
	0.03
	-0.01
	-0.00
	
	-0.04
	-0.05
	-0.12***
	-0.10***

	
	
	(0.01)
	(0.02)
	(0.02)
	(0.01)
	
	(0.02)
	(0.03)
	(0.03)
	(0.02)

	Employment incentives * PES allocation
	
	
	-0.03
	-0.04
	-0.03
	
	
	0.02
	0.01
	-0.01

	
	
	
	(0.03)
	(0.03)
	(0.03)
	
	
	(0.05)
	(0.04)
	(0.04)

	ALMPs * Timing
	
	
	
	1.57***
	0.86**
	
	
	
	2.64***
	1.46**

	
	
	
	
	(0.34)
	(0.37)
	
	
	
	(0.69)
	(0.64)

	Cycle * Timing
	
	
	
	
	-0.00***
	
	
	
	
	-0.00***

	
	
	
	
	
	(0.00)
	
	
	
	
	(0.00)

	Terms of trade
	-0.03***
	-0.04***
	-0.04***
	-0.02**
	0.01
	0.04
	0.04
	0.04
	0.08**
	0.12***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.03)

	Population with tertiary education
	-0.03*
	-0.03*
	-0.03*
	-0.01
	0.02
	-0.09**
	-0.08**
	-0.08**
	-0.03
	-0.01

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.03)

	Union density
	0.05***
	0.06***
	0.06***
	0.05***
	0.03***
	0.11***
	0.10***
	0.10***
	0.09***
	0.07***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)

	EPL for temporary workers
	0.40*
	0.42*
	0.33
	0.59***
	0.38*
	-0.99**
	-0.88**
	-0.89**
	-0.50
	-1.28***

	
	(0.22)
	(0.22)
	(0.23)
	(0.20)
	(0.20)
	(0.41)
	(0.40)
	(0.42)
	(0.38)
	(0.36)

	EPL for regular workers
	-1.34***
	-1.45***
	-1.38***
	-1.57***
	-0.59**
	-3.71***
	-3.44***
	-3.44***
	-3.01***
	-0.61

	
	(0.31)
	(0.32)
	(0.31)
	(0.26)
	(0.29)
	(0.46)
	(0.46)
	(0.46)
	(0.40)
	(0.44)

	Gross replacement rate
	0.04*
	0.04**
	0.05**
	0.08***
	0.08***
	-0.02
	-0.04
	-0.04
	0.01
	0.08**

	
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.04)

	EU
	3.45***
	3.38***
	3.31***
	3.00***
	3.16***
	-9.22***
	-8.60***
	-8.33***
	-8.23***
	-7.22***

	
	(0.58)
	(0.58)
	(0.60)
	(0.51)
	(0.58)
	(2.13)
	(2.09)
	(2.14)
	(2.01)
	(1.66)

	Constant
	15.79***
	16.88***
	16.63***
	18.98***
	5.53**
	9.63
	9.71
	9.92
	10.37
	-17.66***

	
	(2.31)
	(2.39)
	(2.38)
	(1.84)
	(2.73)
	(7.24)
	(7.26)
	(7.23)
	(6.59)
	(6.50)

	Observations
	323
	323
	323
	323
	323
	303
	303
	303
	303
	303

	R squared
	0.59
	0.59
	0.59
	0.70
	0.68
	0.65
	0.66
	0.66
	0.72
	0.79


Table S5 (cont.)   Regression results adding one interaction at a time 
	
	Employment rate
	Low-skilled employment rate

	
	No interaction (1)
	Only first interact. (2)
	Only second interact. (3)
	Only third interact. (4)
	Complete model (5)
	No interaction (1)
	Only first interact. (2)
	Only second interact. (3)
	Only third interact. (4)
	Complete model (5)

	Training (Policy 1)
	1.02***
	0.05
	0.13
	1.70***
	1.71***
	1.13***
	0.95
	-0.22
	2.91**
	2.82**

	
	(0.10)
	(0.24)
	(0.34)
	(0.59)
	(0.58)
	(0.23)
	(0.71)
	(1.02)
	(1.44)
	(1.42)

	Employment incentives (Policy 2)
	-0.05
	0.01
	-0.06
	1.43**
	1.44**
	-0.54
	-0.51
	1.30
	4.68***
	4.50***

	
	(0.13)
	(0.13)
	(0.36)
	(0.57)
	(0.59)
	(0.54)
	(0.53)
	(1.34)
	(1.41)
	(1.42)

	Cluster (Policy 3)
	-0.24***
	-0.30***
	-0.29***
	1.98***
	1.95***
	0.35**
	0.35*
	0.19
	5.92***
	5.72***

	
	(0.06)
	(0.06)
	(0.06)
	(0.64)
	(0.65)
	(0.17)
	(0.19)
	(0.20)
	(1.45)
	(1.46)

	Start-up incentives (Policy 4)
	2.46***
	2.59***
	2.62***
	3.04***
	3.22***
	8.11***
	8.37***
	7.93**
	8.61***
	9.15***

	
	(0.93)
	(0.82)
	(0.82)
	(0.87)
	(0.88)
	(3.13)
	(3.18)
	(3.18)
	(2.79)
	(2.75)

	PES allocation
	-0.01
	-0.03***
	-0.03***
	0.04*
	0.04*
	0.07
	0.07
	0.08
	0.14**
	0.14**

	
	(0.01)
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.05)
	(0.06)
	(0.06)
	(0.06)
	(0.06)

	Continuity in implementation
	0.30***
	0.26***
	0.26***
	0.29***
	0.35***
	0.53***
	0.51***
	0.52***
	0.50***
	0.63***

	
	(0.03)
	(0.03)
	(0.03)
	(0.03)
	(0.06)
	(0.11)
	(0.12)
	(0.11)
	(0.11)
	(0.16)

	Correct timing of policies
	-4.12***
	-4.82***
	-4.80***
	0.15
	-0.63
	-4.78***
	-4.72***
	-4.59***
	7.13**
	5.16

	
	(0.49)
	(0.50)
	(0.51)
	(1.42)
	(1.76)
	(1.63)
	(1.61)
	(1.59)
	(3.13)
	(3.83)

	Training * PES allocation
	
	0.05***
	0.04***
	0.06***
	0.06***
	
	0.01
	0.06
	0.14***
	0.14***

	
	
	(0.01)
	(0.02)
	(0.01)
	(0.01)
	
	(0.03)
	(0.05)
	(0.04)
	(0.04)

	Employment incentives * PES allocation
	
	
	0.01
	0.01
	0.01
	
	
	-0.10
	-0.07
	-0.06

	
	
	
	(0.02)
	(0.02)
	(0.02)
	
	
	(0.07)
	(0.07)
	(0.07)

	ALMPs * Timing
	
	
	
	-1.59***
	-1.58***
	
	
	
	-4.14***
	-4.01***

	
	
	
	
	(0.43)
	(0.44)
	
	
	
	(0.98)
	(0.99)

	Cycle * Timing
	
	
	
	
	0.00
	
	
	
	
	0.00

	
	
	
	
	
	(0.00)
	
	
	
	
	(0.00)

	Terms of trade
	0.08***
	0.07***
	0.07***
	0.06***
	0.05***
	-0.19***
	-0.19***
	-0.19***
	-0.26***
	-0.26***

	
	(0.01)
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.05)
	(0.05)
	(0.05)
	(0.04)
	(0.04)

	Population with tertiary education
	-0.85***
	-0.94***
	-0.94***
	-0.71***
	-0.71***
	0.07
	0.07
	0.08
	0.02
	0.01

	
	(0.05)
	(0.05)
	(0.06)
	(0.09)
	(0.09)
	(0.05)
	(0.05)
	(0.05)
	(0.05)
	(0.05)

	Union density
	0.02**
	0.03***
	0.03***
	0.02
	0.02
	0.01
	0.02
	0.02
	0.02
	0.03

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.03)
	(0.03)
	(0.03)
	(0.03)
	(0.03)

	EPL for temporary workers
	0.06
	0.06
	0.07
	-0.34
	-0.34
	2.14***
	2.10***
	2.02***
	1.56***
	1.66***

	
	(0.21)
	(0.22)
	(0.22)
	(0.25)
	(0.25)
	(0.61)
	(0.61)
	(0.61)
	(0.58)
	(0.59)

	EPL for regular workers
	2.29***
	1.88***
	1.89***
	1.97***
	1.76***
	4.63***
	4.65***
	4.59***
	4.20***
	3.73***

	
	(0.23)
	(0.24)
	(0.25)
	(0.24)
	(0.29)
	(0.70)
	(0.71)
	(0.71)
	(0.68)
	(0.80)

	Gross replacement rate
	0.02
	0.04*
	0.04
	-0.01
	-0.02
	0.34***
	0.34***
	0.36***
	0.27***
	0.26***

	
	(0.02)
	(0.02)
	(0.02)
	(0.03)
	(0.03)
	(0.07)
	(0.06)
	(0.07)
	(0.07)
	(0.07)

	EU
	-1.78***
	-2.22***
	-2.19***
	-2.29***
	-2.24***
	15.09***
	14.91***
	14.59***
	16.50***
	16.02***

	
	(0.69)
	(0.69)
	(0.69)
	(0.74)
	(0.74)
	(2.42)
	(2.40)
	(2.39)
	(2.37)
	(2.38)

	Constant
	71.09***
	73.36***
	73.31***
	70.11***
	72.74***
	65.12***
	64.61***
	64.12***
	64.88***
	68.93***

	
	(2.76)
	(2.76)
	(2.77)
	(2.76)
	(3.85)
	(8.85)
	(8.86)
	(8.73)
	(8.27)
	(9.46)

	Observations
	332
	332
	332
	332
	332
	295
	295
	295
	295
	295

	R-squared
	0.90
	0.90
	0.90
	0.90
	0.90
	0.73
	0.73
	0.73
	0.74
	0.74


Table S5 (cont.)   Regression results adding one interaction at a time

	
	LFPR
	Low-skilled LFPR

	
	No interaction (1)
	No interaction (1)
	Only first interact. (2)
	Only second interact. (3)
	Only third interact. (4)
	Complete model (5)

	Training (Policy 1)
	0.64***
	0.62***
	0.17
	-0.97
	1.39
	0.93

	
	(0.11)
	(0.22)
	(0.69)
	(0.94)
	(1.43)
	(1.43)

	Employment incentives (Policy 2)
	-0.10
	-0.77
	-0.71
	1.53
	3.45**
	3.35**

	
	(0.17)
	(0.56)
	(0.55)
	(1.21)
	(1.36)
	(1.34)

	Cluster (Policy 3)
	-0.32***
	0.02
	-0.01
	-0.15
	3.73**
	3.21**

	
	(0.08)
	(0.18)
	(0.19)
	(0.20)
	(1.57)
	(1.59)

	Start-up incentives (Policy 4)
	-1.67
	7.61**
	8.01**
	7.36**
	7.96***
	7.52**

	
	(1.30)
	(3.18)
	(3.18)
	(3.17)
	(2.91)
	(2.97)

	PES allocation
	-0.01
	0.12***
	0.11**
	0.12**
	0.17***
	0.16***

	
	(0.01)
	(0.04)
	(0.05)
	(0.05)
	(0.05)
	(0.05)

	Continuity in implementation
	0.31***
	0.40***
	0.39***
	0.41***
	0.39***
	0.36***

	
	(0.03)
	(0.08)
	(0.08)
	(0.07)
	(0.07)
	(0.12)

	Correct timing of policies
	-6.40***
	-5.67***
	-5.75***
	-5.72***
	2.37
	1.83

	
	(0.60)
	(1.41)
	(1.42)
	(1.39)
	(3.23)
	(3.92)

	Training * PES allocation
	
	
	0.02
	0.07*
	0.11***
	0.12***

	
	
	
	(0.03)
	(0.04)
	(0.04)
	(0.04)

	Employment incentives * PES allocation
	
	
	
	-0.13**
	-0.10
	-0.11*

	
	
	
	
	(0.06)
	(0.06)
	(0.06)

	ALMPs * Timing
	
	
	
	
	-2.74**
	-2.40**

	
	
	
	
	
	(1.07)
	(1.08)

	Cycle * Timing
	
	
	
	
	
	-0.00

	
	
	
	
	
	
	(0.00)

	Terms of trade
	0.06***
	-0.17***
	-0.17***
	-0.17***
	-0.21***
	-0.20***

	
	(0.02)
	(0.05)
	(0.05)
	(0.05)
	(0.05)
	(0.05)

	Population with tertiary education
	0.03**
	0.08**
	0.07*
	0.08**
	0.04
	0.05

	
	(0.01)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.04)

	Union density
	0.05***
	0.04
	0.04
	0.05
	0.05*
	0.05*

	
	(0.01)
	(0.03)
	(0.03)
	(0.03)
	(0.03)
	(0.03)

	EPL for temporary workers
	-0.18
	2.03***
	2.04***
	1.87***
	1.82***
	1.83***

	
	(0.25)
	(0.64)
	(0.65)
	(0.64)
	(0.62)
	(0.62)

	EPL for regular workers
	1.10***
	2.91***
	2.81***
	2.86***
	2.77***
	2.90***

	
	(0.24)
	(0.60)
	(0.65)
	(0.64)
	(0.63)
	(0.72)

	Gross replacement rate
	0.01
	0.45***
	0.45***
	0.47***
	0.39***
	0.41***

	
	(0.02)
	(0.07)
	(0.06)
	(0.06)
	(0.07)
	(0.07)

	EU
	-2.34**
	15.70***
	15.65***
	15.48***
	16.62***
	16.76***

	
	(0.96)
	(2.05)
	(1.99)
	(1.96)
	(2.02)
	(2.09)

	Constant
	81.29***
	67.10***
	67.84***
	67.32***
	66.25***
	65.69***

	
	(2.84)
	(6.73)
	(6.80)
	(6.76)
	(6.66)
	(7.75)

	Observations
	319
	317
	317
	317
	317
	317

	R-squared
	0.84
	0.71
	0.71
	0.72
	0.71
	0.72































Notes for all tables: Figures in parentheses are standard errors. Significance levels: *significant at 10%; **significant at 5%; ***significant at 1%. All models have been estimated by 2SLS with controls for time- and country-specific effects. 
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Table S6   Checking robustness of estimations by changing the sample of countries and the window of time
	
	Unemployment rate
	Low-skilled unemployment rate

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Training (Policy 1)
	-1.78***
	-2.04***
	-3.96***
	-3.62***
	-1.47***
	-2.10***
	-1.00
	-1.89*
	-3.37**
	-0.12
	-1.77*
	-0.33

	
	(0.55)
	(0.55)
	(0.57)
	(0.79)
	(0.55)
	(0.56)
	(0.87)
	(1.00)
	(1.37)
	(1.30)
	(0.92)
	(1.28)

	Employment incentives (Policy 2)
	-1.19**
	-1.35***
	-0.70
	-1.54***
	-1.24**
	-1.89***
	-2.09**
	-3.84***
	1.11
	-6.77***
	-4.39***
	-4.65***

	
	(0.52)
	(0.36)
	(0.70)
	(0.58)
	(0.54)
	(0.46)
	(0.97)
	(0.65)
	(1.84)
	(1.09)
	(0.82)
	(1.15)

	Cluster (Policy 3)
	-1.61***
	-1.86***
	-3.05***
	-4.49***
	-1.32**
	-3.10***
	-2.17**
	-4.00***
	-4.47***
	-4.31***
	-4.12***
	-3.30**

	
	(0.54)
	(0.58)
	(0.35)
	(0.91)
	(0.53)
	(0.58)
	(0.94)
	(1.01)
	(0.79)
	(1.42)
	(0.99)
	(1.35)

	Start-up incentives (Policy 4)
	-2.75***
	-2.75***
	-1.61*
	-5.69***
	-3.39***
	-1.86**
	-5.11***
	-8.09***
	-4.64**
	-8.04***
	-7.30***
	-3.87**

	
	(1.04)
	(1.05)
	(0.93)
	(1.27)
	(1.09)
	(0.85)
	(1.71)
	(2.15)
	(2.17)
	(2.17)
	(2.07)
	(1.76)

	PES allocation
	-0.10***
	-0.11***
	-0.09***
	-0.16***
	-0.15***
	-0.11***
	0.06
	-0.13***
	-0.06
	-0.11***
	-0.14***
	-0.01

	
	(0.02)
	(0.02)
	(0.02)
	(0.03)
	(0.02)
	(0.02)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.04)
	(0.04)

	Continuity in implementation
	-0.41***
	-0.39***
	-0.35***
	-0.33***
	-0.51***
	-0.18***
	-1.00***
	-0.67***
	-0.89***
	-1.45***
	-0.74***
	-0.90***

	
	(0.07)
	(0.06)
	(0.07)
	(0.11)
	(0.08)
	(0.04)
	(0.14)
	(0.15)
	(0.14)
	(0.20)
	(0.15)
	(0.13)

	Correct timing of policies
	-0.01
	-0.83
	-3.23**
	-9.49***
	1.48
	-6.43***
	2.14
	-2.13
	3.06
	6.08
	-2.81
	-3.25

	
	(1.58)
	(1.62)
	(1.33)
	(3.49)
	(1.68)
	(1.52)
	(2.95)
	(3.15)
	(3.28)
	(5.79)
	(3.15)
	(3.88)

	Training * PES allocation
	-0.00
	-0.00
	0.03
	-0.02
	-0.01
	-0.05***
	-0.10***
	-0.10***
	-0.08*
	-0.22***
	-0.12***
	-0.18***

	
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.01)
	(0.01)
	(0.02)
	(0.03)
	(0.04)
	(0.03)
	(0.03)
	(0.03)

	Employment incentives * PES allocation
	-0.03
	-0.04**
	-0.10***
	-0.09***
	-0.03
	-0.05**
	-0.01
	-0.02
	-0.32***
	-0.12**
	-0.00
	0.05

	
	(0.03)
	(0.02)
	(0.04)
	(0.03)
	(0.03)
	(0.02)
	(0.04)
	(0.04)
	(0.10)
	(0.05)
	(0.03)
	(0.04)

	ALMPs * Timing
	0.86**
	1.02***
	1.80***
	2.83***
	0.71**
	1.95***
	1.46**
	2.53***
	2.81***
	2.92***
	2.80***
	2.43***

	
	(0.37)
	(0.40)
	(0.29)
	(0.63)
	(0.36)
	(0.38)
	(0.64)
	(0.69)
	(0.63)
	(0.96)
	(0.68)
	(0.92)

	Cycle * Timing
	-0.00***
	-0.00***
	-0.00***
	-0.00
	-0.00***
	-0.00**
	-0.00***
	-0.00***
	-0.00***
	-0.00***
	-0.00***
	-0.00***

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Terms of trade
	0.01
	0.00
	-0.02*
	0.32***
	-0.02
	0.03*
	0.12***
	0.06**
	0.14***
	0.35***
	0.04
	0.17***

	
	(0.01)
	(0.01)
	(0.01)
	(0.07)
	(0.01)
	(0.02)
	(0.03)
	(0.03)
	(0.03)
	(0.12)
	(0.03)
	(0.04)

	Population with tertiary education
	0.02
	-0.01
	0.06***
	0.00
	0.02
	-0.03
	-0.01
	0.03
	-0.02
	-0.12***
	0.03
	-0.10*

	
	(0.02)
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.03)
	(0.02)
	(0.03)
	(0.03)
	(0.03)
	(0.05)

	Union density
	0.03***
	0.05***
	-0.00
	-0.00
	0.03***
	0.03**
	0.07***
	0.07***
	0.09***
	0.06***
	0.10***
	0.12***

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.02)
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.03)

	EPL for temporary workers
	0.38*
	0.49**
	-0.52***
	0.67***
	0.39**
	0.69***
	-1.28***
	0.73**
	-0.13
	0.01
	0.63*
	-0.59

	
	(0.20)
	(0.19)
	(0.19)
	(0.25)
	(0.20)
	(0.20)
	(0.36)
	(0.31)
	(0.47)
	(0.42)
	(0.33)
	(0.64)

	EPL for regular workers
	-0.59**
	-0.78***
	-0.95***
	-1.74***
	-0.05
	-1.10***
	-0.61
	-0.18
	1.94***
	1.32
	0.19
	-0.09

	
	(0.29)
	(0.24)
	(0.34)
	(0.48)
	(0.33)
	(0.26)
	(0.44)
	(0.51)
	(0.68)
	(0.87)
	(0.57)
	(0.57)

	Gross replacement rate
	0.08***
	0.10***
	0.23***
	0.20***
	0.08***
	0.14***
	0.08**
	-0.05
	-0.01
	0.17***
	-0.03
	0.10

	
	(0.02)
	(0.02)
	(0.03)
	(0.03)
	(0.02)
	(0.03)
	(0.04)
	(0.04)
	(0.06)
	(0.06)
	(0.04)
	(0.07)

	EU
	3.16***
	2.89***
	2.71***
	
	5.28***
	2.61***
	-7.22***
	5.34***
	4.42***
	
	4.17***
	-6.95***

	
	(0.58)
	(0.46)
	(0.57)
	
	(0.79)
	(0.42)
	(1.66)
	(0.94)
	(1.25)
	
	(1.11)
	(2.02)

	Observations
R squared
	323
	324
	266
	221
	310
	220
	303
	295
	253
	215
	295
	218

	
	0.68
	0.69
	0.78
	0.77
	0.67
	0.82
	0.79
	0.66
	0.70
	0.82
	0.78
	0.84

	Time effects
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Country effects
	YES
	NO
	YES
	YES
	YES
	YES
	YES
	NO
	YES
	YES
	YES
	YES

	
	
	
	
	
	
	
	
	
	
	
	
	





Table S6 (cont.)   Checking robustness of estimations by changing the sample of countries and the window of time 
	
	Employment rate
	Low-skilled employment rate

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Training (Policy 1)
	1.71***
	2.39**
	2.99***
	2.09***
	1.74***
	1.76**
	2.82**
	1.12
	2.92*
	0.77
	3.40**
	1.59

	
	(0.58)
	(1.11)
	(0.91)
	(0.72)
	(0.61)
	(0.89)
	(1.42)
	(1.86)
	(2.63)
	(1.24)
	(1.45)
	(2.13)

	Employment incentives (Policy 2)
	1.44**
	2.97***
	1.49**
	1.81***
	1.39**
	1.83**
	4.50***
	6.23***
	5.39***
	6.26***
	4.73***
	8.13***

	
	(0.59)
	(0.88)
	(0.65)
	(0.66)
	(0.63)
	(0.85)
	(1.42)
	(1.32)
	(1.87)
	(1.25)
	(1.43)
	(1.56)

	Cluster (Policy 3)
	1.95***
	3.49***
	1.25**
	2.52***
	1.99***
	2.97***
	5.72***
	5.22***
	2.97**
	5.24***
	6.66***
	6.16***

	
	(0.65)
	(1.27)
	(0.63)
	(0.89)
	(0.69)
	(1.12)
	(1.46)
	(1.93)
	(1.26)
	(1.41)
	(1.50)
	(1.94)

	Start-up incentives (Policy 4)
	3.22***
	5.06***
	3.27***
	3.85***
	3.43***
	2.87***
	9.15***
	15.12***
	5.85*
	8.99***
	9.22***
	9.66***

	
	(0.88)
	(1.42)
	(1.10)
	(0.84)
	(0.93)
	(0.94)
	(2.75)
	(3.27)
	(3.12)
	(2.07)
	(2.93)
	(3.13)

	PES allocation
	0.04*
	0.16***
	0.07***
	0.06**
	0.03
	0.06*
	0.14**
	0.41***
	0.16**
	-0.05
	0.11*
	0.30***

	
	(0.02)
	(0.04)
	(0.02)
	(0.03)
	(0.02)
	(0.03)
	(0.06)
	(0.06)
	(0.07)
	(0.05)
	(0.06)
	(0.07)

	Continuity in implementation
	0.35***
	0.14*
	0.39***
	0.17***
	0.29***
	0.28***
	0.63***
	0.31**
	0.50***
	0.44***
	0.24**
	0.66***

	
	(0.06)
	(0.08)
	(0.05)
	(0.07)
	(0.07)
	(0.06)
	(0.16)
	(0.15)
	(0.13)
	(0.15)
	(0.11)
	(0.15)

	Correct timing of policies
	-0.63
	0.97
	-2.34
	3.13
	0.10
	2.63
	5.16
	1.10
	2.27
	4.97
	10.95***
	7.61

	
	(1.76)
	(3.47)
	(1.63)
	(2.99)
	(1.95)
	(3.02)
	(3.83)
	(4.69)
	(3.01)
	(5.16)
	(3.55)
	(5.36)

	Training * PES allocation
	0.06***
	0.07***
	0.02
	0.07***
	0.06***
	0.09***
	0.14***
	0.17***
	0.07
	0.26***
	0.15***
	0.21***

	
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.04)
	(0.05)
	(0.08)
	(0.03)
	(0.04)
	(0.06)

	Employment incentives * PES allocation
	0.01
	0.03
	-0.01
	0.00
	0.01
	0.03
	-0.06
	-0.09
	-0.14
	-0.12**
	-0.06
	-0.17**

	
	(0.02)
	(0.04)
	(0.04)
	(0.03)
	(0.03)
	(0.03)
	(0.07)
	(0.06)
	(0.11)
	(0.06)
	(0.06)
	(0.07)

	ALMPs * Timing
	-1.58***
	-2.26***
	-1.32***
	-1.94***
	-1.59***
	-2.19***
	-4.01***
	-3.45***
	-2.72***
	-3.86***
	-4.54***
	-4.43***

	
	(0.44)
	(0.84)
	(0.43)
	(0.59)
	(0.46)
	(0.74)
	(0.99)
	(1.30)
	(0.99)
	(0.97)
	(1.02)
	(1.31)

	Cycle * Timing
	0.00
	0.00
	0.00***
	-0.00**
	0.00
	-0.00
	0.00
	0.00***
	0.00***
	0.00
	-0.00
	0.00

	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Terms of trade
	0.05***
	0.07***
	0.05***
	0.03
	0.06***
	0.03
	-0.26***
	-0.05
	-0.29***
	0.04
	-0.27***
	-0.30***

	
	(0.02)
	(0.02)
	(0.02)
	(0.07)
	(0.02)
	(0.02)
	(0.04)
	(0.06)
	(0.05)
	(0.11)
	(0.05)
	(0.06)

	Population with tertiary education
	-0.71***
	-0.56***
	-0.76***
	-0.52***
	-0.72***
	-0.44**
	0.01
	-0.09***
	0.05
	0.09***
	0.01
	0.17*

	
	(0.09)
	(0.17)
	(0.09)
	(0.12)
	(0.10)
	(0.20)
	(0.05)
	(0.03)
	(0.06)
	(0.03)
	(0.05)
	(0.09)

	Union density
	0.02
	0.03*
	0.01
	0.03**
	0.02
	0.04**
	0.03
	0.03
	-0.04
	-0.05*
	0.02
	-0.08

	
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.01)
	(0.02)
	(0.03)
	(0.03)
	(0.03)
	(0.03)
	(0.03)
	(0.05)

	EPL for temporary workers
	-0.34
	-2.45***
	0.01
	-0.58**
	-0.34
	-0.76**
	1.66***
	-0.91*
	-0.45
	0.28
	1.52***
	-0.72

	
	(0.25)
	(0.33)
	(0.27)
	(0.27)
	(0.25)
	(0.34)
	(0.59)
	(0.53)
	(0.66)
	(0.60)
	(0.58)
	(0.78)

	EPL for regular workers
	1.76***
	1.65***
	1.44***
	3.04***
	2.05***
	2.08***
	3.73***
	1.46*
	2.95***
	5.13***
	5.09***
	3.51***

	
	(0.29)
	(0.49)
	(0.32)
	(0.46)
	(0.34)
	(0.41)
	(0.80)
	(0.88)
	(0.86)
	(0.80)
	(0.75)
	(1.08)

	Gross replacement rate
	-0.02
	0.12***
	-0.02
	0.00
	-0.01
	-0.04
	0.26***
	0.60***
	0.60***
	0.35***
	0.30***
	0.38***

	
	(0.03)
	(0.05)
	(0.04)
	(0.04)
	(0.03)
	(0.05)
	(0.07)
	(0.08)
	(0.08)
	(0.07)
	(0.06)
	(0.11)

	EU
	-2.24***
	-11.55***
	-4.44***
	
	-1.85**
	-2.40***
	16.02***
	-9.49***
	19.18***
	
	18.95***
	11.05***

	
	(0.74)
	(0.72)
	(0.87)
	
	(0.90)
	(0.90)
	(2.38)
	(1.82)
	(3.28)
	
	(2.41)
	(2.87)

	Observations
	332
	335
	296
	236
	322
	241
	295
	318
	270
	223
	307
	213

	R squared
	0.90
	0.78
	0.91
	0.90
	0.90
	0.89
	0.74
	0.58
	0.74
	0.91
	0.74
	0.79

	Time effects
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Country effects
	YES
	NO
	YES
	YES
	YES
	YES
	YES
	NO
	YES
	YES
	YES
	YES




[bookmark: _GoBack]Table S6 (cont.)   Checking robustness of estimations by changing the sample of countries and the window of time
	
	Labour force participation rate
	Low-skilled labour force participation rate

	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)

	Training (Policy 1)
	0.64***
	0.74***
	0.92***
	0.92***
	0.68***
	0.69***
	0.93
	1.03
	-1.37
	-2.24
	0.90
	0.93

	
	(0.11)
	(0.15)
	(0.10)
	(0.12)
	(0.11)
	(0.14)
	(1.43)
	(1.88)
	(2.81)
	(1.63)
	(1.43)
	(1.43)

	Employment incentives (Policy 2)
	-0.10
	1.12***
	0.16
	-0.37
	-0.21
	-0.28
	3.35**
	4.92***
	5.91***
	10.00***
	3.88***
	3.35**

	
	(0.17)
	(0.24)
	(0.16)
	(0.24)
	(0.19)
	(0.23)
	(1.34)
	(1.37)
	(1.62)
	(1.68)
	(1.40)
	(1.34)

	Cluster (Policy 3)
	-0.32***
	0.12
	-0.46**
	-0.48***
	-0.34***
	-0.17**
	3.21**
	4.40**
	1.63
	3.63**
	3.30**
	3.21**

	
	(0.08)
	(0.09)
	(0.19)
	(0.09)
	(0.08)
	(0.08)
	(1.59)
	(2.04)
	(1.31)
	(1.82)
	(1.61)
	(1.59)

	Start-up incentives (Policy 4)
	-1.67
	0.40
	-2.30
	-2.62*
	-0.87
	-1.58
	7.52**
	12.30***
	9.86***
	7.05**
	7.25**
	7.52**

	
	(1.30)
	(1.67)
	(1.56)
	(1.48)
	(1.29)
	(1.52)
	(2.97)
	(3.22)
	(3.23)
	(2.98)
	(3.06)
	(2.97)

	PES allocation
	-0.01
	0.11***
	-0.01
	0.05**
	-0.00
	-0.01
	0.16***
	0.39***
	0.15**
	0.31***
	0.14***
	0.16***

	
	(0.01)
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.05)
	(0.05)
	(0.07)
	(0.05)
	(0.05)
	(0.05)

	Continuity in implementation
	0.31***
	0.08***
	0.20***
	0.11***
	0.30***
	0.24***
	0.36***
	0.29*
	0.45***
	0.79***
	0.21
	0.36***

	
	(0.03)
	(0.03)
	(0.05)
	(0.04)
	(0.04)
	(0.03)
	(0.12)
	(0.17)
	(0.13)
	(0.20)
	(0.14)
	(0.12)

	Correct timing of policies
	-6.40***
	-6.01***
	-4.28***
	-6.81***
	-6.22***
	-5.51***
	1.83
	-0.81
	1.15
	-8.32
	3.49
	1.83

	
	(0.60)
	(0.81)
	(0.71)
	(0.84)
	(0.64)
	(0.69)
	(3.92)
	(5.28)
	(3.44)
	(6.70)
	(4.18)
	(3.92)

	Training * PES allocation
	
	
	
	
	
	
	0.12***
	0.13***
	0.13
	0.37***
	0.13***
	0.12***

	
	
	
	
	
	
	
	(0.04)
	(0.05)
	(0.09)
	(0.05)
	(0.04)
	(0.04)

	Employment incentives * PES allocation
	
	
	
	
	
	
	-0.11*
	-0.07
	-0.27***
	-0.32***
	-0.14**
	-0.11*

	
	
	
	
	
	
	
	(0.06)
	(0.07)
	(0.10)
	(0.09)
	(0.06)
	(0.06)

	ALMPs * Timing
	
	
	
	
	
	
	-2.40**
	-3.00**
	-1.80*
	-3.30***
	-2.44**
	-2.40**

	
	
	
	
	
	
	
	(1.08)
	(1.38)
	(1.05)
	(1.25)
	(1.09)
	(1.08)

	Cycle * Timing
	
	
	
	
	
	
	-0.00
	0.00***
	0.00***
	0.00
	-0.00
	-0.00

	
	
	
	
	
	
	
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)
	(0.00)

	Terms of trade
	0.06***
	0.12***
	0.05***
	0.33***
	0.06***
	0.07***
	-0.20***
	-0.06
	-0.09*
	0.20
	-0.21***
	-0.20***

	
	(0.02)
	(0.02)
	(0.01)
	(0.05)
	(0.02)
	(0.02)
	(0.05)
	(0.06)
	(0.05)
	(0.15)
	(0.05)
	(0.05)

	Population with tertiary education
	0.03**
	0.06***
	0.00
	-0.01
	0.05***
	-0.01
	0.05
	-0.07**
	0.02
	0.28***
	0.08*
	0.05

	
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.02)
	(0.02)
	(0.04)
	(0.03)
	(0.06)
	(0.05)
	(0.04)
	(0.04)

	Union density
	0.05***
	0.03**
	0.06***
	0.04**
	0.04***
	0.07***
	0.05*
	0.07**
	-0.10***
	-0.06
	0.04
	0.05*

	
	(0.01)
	(0.01)
	(0.02)
	(0.02)
	(0.01)
	(0.02)
	(0.03)
	(0.03)
	(0.04)
	(0.04)
	(0.03)
	(0.03)

	EPL for temporary workers
	-0.18
	-1.82***
	-0.46*
	0.09
	-0.19
	-0.40
	1.83***
	-0.25
	-1.64***
	0.18
	1.60***
	1.83***

	
	(0.25)
	(0.29)
	(0.27)
	(0.31)
	(0.25)
	(0.31)
	(0.62)
	(0.61)
	(0.63)
	(0.73)
	(0.58)
	(0.62)

	EPL for regular workers
	1.10***
	1.17***
	1.63***
	1.19***
	1.22***
	1.39***
	2.90***
	0.41
	1.97**
	-0.51
	3.57***
	2.90***

	
	(0.24)
	(0.28)
	(0.28)
	(0.42)
	(0.24)
	(0.28)
	(0.72)
	(0.87)
	(0.91)
	(1.01)
	(0.80)
	(0.72)

	Gross replacement rate
	0.01
	0.17***
	0.02
	0.13***
	0.03
	0.05
	0.41***
	0.62***
	0.76***
	0.48***
	0.43***
	0.41***

	
	(0.02)
	(0.03)
	(0.03)
	(0.02)
	(0.02)
	(0.03)
	(0.07)
	(0.08)
	(0.08)
	(0.08)
	(0.06)
	(0.07)

	EU
	-2.34**
	-11.3***
	-2.39***
	
	-2.15*
	-2.61**
	16.76***
	-6.20***
	19.63***
	
	18.11***
	16.76***

	
	(0.96)
	(0.76)
	(0.83)
	
	(1.11)
	(1.03)
	(2.09)
	(1.85)
	(3.29)
	
	(2.22)
	(2.09)

	Observations
	319
	303
	271
	219
	298
	219
	317
	308
	263
	223
	313
	317

	R squared
	0.84
	0.71
	0.86
	0.84
	0.84
	0.83
	0.72
	0.55
	0.66
	0.81
	0.72
	0.72

	Time effects
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES
	YES

	Country effects
	YES
	NO
	YES
	YES
	YES
	YES
	YES
	NO
	YES
	YES
	YES
	YES


Notes: Figures in parentheses are standard errors. Significance levels: *significant at 10 per cent; **significant at 5 per cent; ***significant at 1 per cent. (1) Baseline IV regression; (2) Baseline IV regressions excluding country-fixed effects; (3) Excluding Denmark, Netherlands and Sweden; (3) Excluding non-EU countries; (4) Excluding Japan, (5) Reduced window of time: 2000–2010. All models have been estimated using the 2SLS specifications.
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