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Abstract

This paper evaluates a large-scale French program (PACEA) providing intensive job-search assistance
and placement into training to unemployed youths. Guided by a job-search and matching model,
we combine fine-grained administrative data with an instrumental-variables strategy that exploits the
quasi-random assignment of youths to caseworkers and their heterogeneous propensity to enroll youths
into the program, identifying the causal impact of participation over a four-year horizon. PACEA
raises employment probabilities by about 10% after completion. These gains arise exclusively along
the extensive margin and are not accompanied by higher wages, contract stability, or occupational
upgrading. Analysis of mechanisms points to intensified interactions with caseworkers, more structured
job-search trajectories, and short vocational training. Bringing the model to the data, we document
negative spillovers on non-participants and highlight the importance of labor demand and program
design for achieving higher aggregate employment gains and more favorable benefits-costs ratios.
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1 Introduction

Youth unemployment is one of the most persistent challenges facing advanced economies.
In mid-2024, the unemployment rate of workers aged 16 to 24 stood at 9.8 percent in the
United States and around 14.5 percent in the European Union — roughly two to three times

I These discrepancies are the results of frictions — unemployed

the rate of prime-age adults.
workers and firms must search for one another under imperfect information, heterogeneous
skills, and coordination constraints — which are particularly acute for disadvantaged youths,
whose limited networks, weak signaling capacity, and uncertain productivity reduce matching
efficiency (Kramarz and Skans, 2014; Neumark, 2018).

Governments respond with active labor market policies (ALMPs), which aim to mitigate
these frictions by improving search efficiency through counseling and monitoring, and by en-
hancing productivity through training and skill acquisition (OECD, 2025; Le Barbanchon et
al., 2024). ALMPs represent a sizable and uneven public investment: OECD countries spend
on average about 0.4 percent of GDP on such programs, ranging from roughly 1.5 percent in
Denmark to less than 0.1 percent in the United States, one of the lowest spenders.” Youths
account for a substantial share of participants in training and subsidized employment schemes,
yet existing empirical and theoretical work typically studies job-search assistance and training
in isolation. We still lack a framework that jointly evaluates how these components interact,
both at the individual level and in general equilibrium.

This paper asks whether intensive job-search assistance programs, possibly combined with
vocational training, can durably improve labor market outcomes for unemployed youths,
and through which channels. Beyond estimating average employment effects, we investigate
whether such programs affect job quality, wages, and occupational trajectories, and whether
micro-level gains translate into aggregate employment improvements once general-equilibrium
effects are taken into account.

The answer is not straightforward a priori, because the two components of activation
operate through opposing mechanisms. Job-search assistance increases effective search effort
and may accelerate reemployment, but it can also intensify competition for a fixed number
of jobs and displace non-participants (Cahuc and Barbanchon, 2010; Crépon et al., 2013).
Training, by contrast, raises post-hire productivity and can stimulate vacancy creation, yet its
effects materialize more slowly (Osikominu, 2013). To make this tension precise, we develop
a stylized job-search and matching model with heterogeneous search efficiency and training-

induced productivity. The model shows that individual employment gains need not translate

'Sources: U.S. Bureau of Labor Statistics, Employment and Unemployment Among Youth (youth aged
16-24, July 2024); Eurostat, Unemployment statistics (youth aged 15-24, EU, 2024).

2Source: OECD, Public spending on labour markets (2023). France spends about 0.7-0.8 percent of GDP
on ALMPs, and its missions locales network alone mobilized around €910 million in 2021 (Union nationale
des Missions Locales).
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into higher aggregate employment: when job creation is costly or training intensity is low,
expanding program coverage mainly reallocates existing jobs across workers and generates
displacement, whereas sufficiently intensive training shifts labor demand outward and can
create net jobs. Whether an activation program raises employment for all youths is therefore
an empirical question that hinges on how search assistance is combined with training.

We study a large-scale French program, Parcours contractualisé d’accompagnement vers
Pemploi et l'autonomie (PACEA), implemented nationwide in 2017 and delivered by the net-
work of “missions locales” (French public agencies assisting young individuals). These youth
centers provide individualized counseling, workshops, work placements, and conditional finan-
cial support to disadvantaged and out-of-school youths aged 16-25. PACEA is representative
of modern “work-first” youth activation policies combining intensive caseworker support with
flexible program content. Caseworkers, as primary intermediaries delivering services within
these programs, play a crucial role (Rosholm, 2014; Schiprowski, 2020; Dromundo and Haram-
boure, 2021; Rasmussen, 2021; Cederlof et al., 2024). Our analysis relies on newly assembled,
fine-grained administrative data that match individual-level information from “missions lo-
cales” with exhaustive employment and training records from social security sources. The
data allow us to follow nearly 300,000 youths over four years, observe detailed interactions
with caseworkers, participation in workshops and training, and measure employment, wages,
contract types, and occupations.

To identify causal effects, we exploit the quasi-random assignment of youths to caseworkers
within centers and entry periods. There are no institutional rules that systematically match
particular youths to specific caseworkers: upon arrival, youths meet the caseworker assigned
to welcome new entrants that day, on a rotation planned several weeks in advance. Consistent
with this setup, balance tests show no evidence of selection on observables between youths and
caseworkers. At the same time, caseworkers display substantial and persistent heterogeneity
in their propensity to enroll youths into PACEA, with enrollment rates ranging from 3 to
95 percent across the 2,269 caseworkers in our sample. We exploit this heterogeneity by
constructing a leave-one-out measure of caseworker enrollment orientation as an instrument
for participation. This strategy identifies local average treatment effects for youths whose
participation is induced by caseworker assignment, following a growing literature that leverages
judge- and caseworker-based instruments (Frandsen et al., 2023; Arni and Schiprowski, 2019).

Our IV estimates show that PACEA has no significant effect on employment in the first two
years after registration — the period that broadly overlaps with participation in the program —
but increases employment probabilities by about 4 to 5 percentage points three to four years
after entry, roughly a 10 to 12 percent gain relative to the control mean. We find similar gains
at the intensive margin: PACEA raises time in employment by about 9 to 12 additional days
per year three to four years after registration, roughly an 8 to 9 percent increase relative to the

control mean. Despite these sizable employment gains, PACEA does not raise wages, contract



stability, or occupational upgrading. Participants remain concentrated in low-paid jobs close
to the minimum wage, with no detectable shift toward permanent contracts or higher-skilled
occupations, and are employed primarily in low-skill service, industrial, and manual jobs that
rely on basic operational skills rather than certified qualifications. Employment gains due to
PACEA thus operate primarily at the extensive margin.

The analysis of mechanisms shows that PACEA substantially increases interactions with
caseworkers, structures job-search trajectories, and raises participation in workshops and short
vocational training. Youths experience about 50 events within their center instead of 12,
including some 20 events with their referent caseworker instead of 5.° Participants typically
move through sequential phases, from exploration to implementation, with a strong emphasis
on career orientation and job-search assistance, and are more likely to enter intensive welfare-
to-work schemes combining collective workshops, coaching, and income support. They are also
more likely to complement their job search with vocational training: during participation, 20
percent experience external training versus 15 percent for non-participants, though training
episodes are brief (about 30 days and 150 hours on average). Given the centrality of the
referent caseworker in coordinating job search, monitoring progress, and adjusting objectives,
these results point to a substantial strengthening of individualized support combined with
modest human-capital investment.

Finally, we take the general-equilibrium predictions of the model to the data. Exploit-
ing variation in program coverage across locations and time, we show that the employment
prospects of non-participants is negatively correlated with the share of youths in PACEA.
These negative spillovers can amount to 50% of the private micro-gain but are not significant
under OLS specifications. We also bring the model to the data with a calibrated exercise
and congestion effects indeed seem to represent about 50% of the micro-gain, indicating that
expanding coverage without sufficiently intensive training generates displacement rather than
net job creation. Consistent with the model, the sizable micro-level gains coexist with weak ag-
gregate effects. We conclude by discussing policy scenarios under a fixed budget and highlight
that concentrating resources on fewer participants with more intensive training may dominate

broad but shallow activation strategies.

Related literature Our paper contributes to three strands of the literature. First, it relates
to active labor market policies, and specifically to job-search assistance (JSA) and training.
JSA programs typically generate modest short-run gains in reemployment, while training yields
larger medium-term returns (Card et al., 2018). Causal evidence shows that design features —
early engagement, credible conditionality, and structured caseworker protocols — significantly
affect unemployment duration (Black et al., 2003; Graversen and van Ours, 2008; Le Barban-

chon et al., 2024). General-equilibrium analyses caution, however, that local gains may reflect

3Events include individual meetings, information sessions, digital contacts, and administrative tasks.



displacement or congestion, with intensified placement services crowding out non-participants
(Crépon et al., 2013; Gautier et al., 2018; Cheung et al., 2024). Effects for young job seekers
are often smaller and more heterogeneous than for prime-age workers, reflecting weaker search
capital and productivity (Caliendo and Schmidl, 2016; Kluve et al., 2019). We contribute
by providing causal evidence on a nationwide youth-oriented ALMP that combines intensive
JSA with limited but targeted placement in training. Despite temporary lock-in during par-
ticipation, PACEA generates sizeable and persistent employment gains three to four years
after entry — larger than those typically found for youth-focused JSA. These effects operate
primarily along the extensive and intensive margins, without wage or occupational upgrading,
suggesting improvements in search efficiency rather than substantial human-capital accumu-
lation. By explicitly linking reduced-form estimates to general-equilibrium mechanisms, we
further document negative spillovers in high-coverage areas, showing that the aggregate impact
of youth JSA hinges on training intensity and program scale.

Second, we contribute to the literature on caseworkers as key intermediaries in labor mar-
ket policies. Evidence shows that higher-value-added caseworkers significantly reduce unem-
ployment duration and raise job-finding rates in Switzerland, Denmark, Sweden, and France
(Schiprowski, 2020; Rasmussen, 2021; Cederlof et al., 2024; Dromundo and Haramboure, 2021).
Heterogeneity may reflect personality traits or interaction styles (Behncke et al., 2010b; van den
Berg et al., 2020), but recent work emphasizes caseworker practices and monitoring intensity
(Cederlof et al., 2024). Tougher or less accommodating caseworkers often place job seekers
more effectively (Behncke et al., 2010a; Huber et al., 2017), through mechanisms such as
stricter application requirements (Arni and Schiprowski, 2019), vacancy transmission (Glover,
2021; Cheung et al., 2023), training assignment (Schmieder and Trenkle, 2020; Humlum et
al., 2025), or the information exchanged during meetings (Schiprowski, 2020; Maibom et al.,
2017). While this work focuses almost exclusively on adult job seekers in public employment
services, we extend the analysis to a youth-oriented program delivered by missions locales, doc-
umenting substantial heterogeneity in caseworkers’ PACEA placement rates and showing that
sustained, structured interactions increase program participation and strengthen job-search
planning among disadvantaged youths.

Finally, we contribute to the literature on school dropouts and their access to employ-
ment. Early school leaving is shaped by guidance failures and educational mismatch (Hoxby
and Avery, 2013; Arcidiacono et al., 2025; Guyon and Huillery, 2021; Kirkeboen et al., 2016;
Clemens et al., 2021; Dahl et al., 2022), and dropouts face persistently higher unemployment
and inactivity risks due to limited labor-market skills and knowledge of job-search processes
(Rumberger and Lamb, 2003). School dropouts also turn to public employment services only
when private networks are already exhausted, reflecting limited access to firms and informa-
tion (Kramarz and Skans, 2014; Lo Bello and Morchio, 2022). We show that caseworker-driven

enrollment into activation programs improves job-search structure, workshop participation,



and vocational-training take-up, translating into higher employment probabilities, primarily
at the extensive margin. Targeted activation combining close caseworker support with basic
skill-building can therefore meaningfully facilitate labor-market entry for vulnerable school
leavers, even absent wage or occupational upgrading.

The remainder of the paper is organized as follows. Section 2 develops the theoretical
framework. Section 3 presents the institutional context, the data, and the population we
study. Section 4 describes the empirical strategy to evaluate the effect of the program. Section
5 presents the main results on different labor market outcomes. Section 6 highlights the main
mechanisms and discusses the macro-consequences. Section 7 establishes the benefit-cost ratio

and debates the optimal policy-mix under a fixed budget. Finally, Section 8 concludes.

2 Theoretical framework

To guide the empirical analysis and interpret its results, we develop a stylized general-equilibrium
job-search and matching model. The framework isolates the two margins through which an
active labor market policy operates — search assistance, which raises search efficiency, and
training, which raises post-hire productivity — and shows why individual employment gains

need not translate into aggregate job creation.?

2.1 Job search and matching model
2.1.1 Environment

Time is continuous. The labor force is normalized to one and split between employment n and
unemployment u, with n +u = 1. Jobs are destroyed exogenously at rate § > 0, and workers
and firms discount the future at rate r > 0.

Let v denote vacancies and eu aggregate effective search.” Matches are produced by a
matching function m(eu, v) that is increasing, concave, and homogeneous of degree one. Labor
market tightness is § = v/eu, and the vacancy-filling and job-finding rates per unit of effective
search are

o) = M) ) = B gy

v eu
with ¢’(6) < 0 and p/(0) > 0.

2.1.2 Treatment: search assistance and training

A fraction 7 € [0,1] of newly unemployed workers is assigned to the program. Treatment

affects outcomes through two exogenous components. Search assistance raises search efficiency:

4We keep the exposition deliberately compact and relegate the heavier derivations to Appendix.
5 Aggregate effective search is the efficiency-weighted sum of non-treated and treated unemployment, eu =
eouo + ei1uy.



unemployed workers differ in efficiency eg > 0 (non-treated) and e; > 0 (treated), with e; > eq,
so that job-finding rates are \; = e; p(6).° Training raises post-hire productivity: conditional
on being hired, workers operate with job-specific human capital hg = 1 (non-treated) and
hi =1+ A (treated), with A > 0.7 Thus e; > ey captures search assistance, whereas h; > hg

captures training.

2.1.3 Steady-state employment

Treatment status is assigned upon entry into unemployment and applies throughout the spell.
Let up and u; denote non-treated and treated unemployment, with v = ug+u; =1 —mn. In

steady state, flows out of unemployment equal flows in:

eouop(f) = (1 — m)dn, (1)
eru1p(0) = mwon. (2)

Summing and using u = 1 — n yields the Beveridge mapping in (n, #)-space:

p(0)
p(0) +0 [1*” + X

€o er

n =

. (3)
}

2.1.4 Microfoundation

Wage w is taken as given.® Let U; denote the unemployment value of a type-i worker and E
the common value of employment. Unemployed workers receive a flow payoff b and find jobs
at rate e;p(#); employed workers earn w and, upon job destruction, re-enter unemployment

and are reassigned to treatment with probability 7. Hence

rU; =b+ep0) (E—-U;), i€{0,1}, (4)
rE=w-6(E-U), U=(1-n)Uy+nU. (5)

Because all matches pay the same wage and treatment status is redrawn on entry into unem-
ployment, the employment value is common across types; what differs across types is only the

value of being unemployed.

5We take e to be exogenously determined by the treatment. Alternatively, e may be interpreted as en-
dogenous search effort; endogenizing it would introduce an individual decision margin without altering the
general-equilibrium congestion channel emphasized here.

"Training includes here formal vocational training where individuals learn general and/or specific skills.

8 Allowing the wage to be determined endogenously (e.g., through bargaining) would introduce an additional
wage-adjustment channel. The model’s conclusions are robust as long as firms capture a strictly positive share
of the match surplus. Moreover, wages earned by young individuals are close to the minimum wage and similar
across treated and control youths as shown in Section 5.3.



Firms post vacancies before observing which worker type they match with, so job creation
depends on the expected value of a filled job. In steady state the treated share among employed
workers equals 7,” so effective labor is 2 = (1 — m)n + (1 + A)mn = (1 + 7A)n and aggregate
output is Y = 1% = (1 + 7A)*n®, with a € (0,1) governing the curvature of labor demand.
Because vacancies are posted before the worker type is known, firms evaluate an additional

job at its expected flow output,

dY
g = e afl 4+ 7A)*n* L (6)

Letting J; and V' denote the values of a filled job and a vacancy, with vacancy cost c,

rdi=yi—w—056(Ji—V), (7)
rV =—c+q(0) (j—V), (8)

where J is the expected value of a filled job at posting. Proportional matching implies the
treated share among hires also equals 7,'% so J = (1 — 7)Jy + 7J;. Free entry (V = 0) then
gives J = ¢/q(f) and, using (7), J = (§ — w)/(r + &). Combining yields the job-creation
condition in expected-output units:

c(r+9)

g:w+7q(9) . 9)

2.1.5 Equilibrium

In a canonical DMP model with linear production, equilibrium is summarized by tightness
alone. Here, productivity exhibits decreasing returns to effective labor and therefore depends
on aggregate employment, so equilibrium is jointly determined by employment n* and tightness
6*.' From Equations (3), (6), and (9), the equilibrium (n*,6*) solves

n* — p(e*) , (10)
p(60*) + 0 |57 + 2]
6 *a—l_w C(?"—|—(5)
a(l+7A)*(n")* " =w+ ) (11)

Equation (10) is the Beveridge relation and Equation (11) the job-creation condition. Search
assistance (e1) primarily shifts the Beveridge relation by altering job-finding rates and employ-

ment composition, whereas training (A) shifts the job-creation condition by raising expected

9See Appendix A.9, Equation (A.24).

19See Appendix A.9, Equation (A.23).

UWhen a = 1, production is linear in effective labor and the job-creation condition is independent of
aggregate employment; the model then reduces to the standard DMP case, in which equilibrium is fully
characterized by labor market tightness.



productivity. The equilibrium (n*, 8*) reflects the interaction between these two margins.

2.2 Policy mapping: search intensity vs training

We now trace how the program affects equilibrium. All comparative-statics results are local,
evaluated at the interior steady state (n*,6*). We proceed from the two pure channels to the
mixed one: search assistance, which affects equilibrium only through the Beveridge relation;
training, which affects it only through job creation; and program coverage, which combines
both.

The steady state is implicitly defined by Fi(n,f) = 0 (Beveridge relation) and Fz(n,6) =0

(job-creation condition), where

Fl(n,O):n—p(e) f(jzmel), A(?T,@ﬂz(S[le_OW—l—:J , (12)
and _ a,a—1 o C(T + 5)
Fy(n,0) = a(l 4+ 7A)%n w 0 (13)

The equilibrium is locally unique and differentiable in the parameters: the Jacobian J of

(F1, F>) has det(J) < 0. Appendix A.10 reports the partial derivatives and sign structure.

2.2.1 Search assistance

We begin with search assistance. Holding all other parameters fixed, an increase in e raises
the search efficiency of treated unemployed workers and thereby shifts the Beveridge relation

outward, but it does not enter firms’ vacancy-posting condition: F., = 0.

Proposition 1 (Search assistance and congestion). Holding all other parameters fized, an in-

crease in search assistance ey raises equilibrium employment but lowers labor market tightness:

on* 06"
der > 0,

< 0.
861

Proof. See Appendix A.11. O

Search assistance therefore works through improved matching efficiency and general-equilibrium
congestion rather than through a direct shift in job creation: employment rises, but tightness

falls because effective search expands faster than vacancy creation.



2.2.2 Training intensity

Training works through the opposite margin. Holding all other parameters fixed, an increase
in A leaves the Beveridge relation untouched (Fija = 0) and raises expected post-hire produc-

tivity, shifting labor demand outward.

Proposition 2 (Training and job creation). Holding all other parameters fixed, an increase

in training intensity A raises both equilibrium employment and labor market tightness:

on* 50 06"
0A ’ 0A

> 0.

Proof. See Appendix A.12. O

Unlike search assistance, which may merely reallocate existing opportunities, training gener-

ates genuine job creation in equilibrium.

2.2.3 Program coverage

Program coverage combines both margins: a larger m raises the share of workers receiving
search assistance and training, and therefore shifts both equilibrium conditions. From (12)
and (13),

0 1 1

Fir = r(0) 5 6 ( — > <0, For = &*A(1 +7A)* 1n>1 > 0.
(p(0) + A(m,e1))” \e1 €

The term Fj,; < 0 is the congestion effect of higher effective search; Fs, > 0 is the job-creation

effect of higher expected productivity. Differentiating the equilibrium system and applying

Cramer’s rule,

49" _ _For — FonFyr dn” | FixFa — Forkig
dr det(7) ' dr det(7)

(14)

Proposition 3 (Coverage, employment, and displacement). Holding all other parameters
fized, an increase in program coverage T raises equilibrium employment, dn*/dr > 0, while its

effect on labor market tightness is ambiguous, d0* /dm = 0.
Proof. See Appendix A.13. O

Aggregate employment rises with coverage unambiguously because more workers occupy the
high-efficiency search state — a composition effect that holds even absent any training. Tight-
ness, by contrast, depends on which force dominates: congestion pushes it down, training-

induced job creation pushes it up.

10



Because the job-finding rate of untreated workers is A\g = egp(f) with e fixed, displacement

operates solely through tightness:

di*<0 = i

0.
dm dm <

When congestion dominates, expanding coverage reallocates job opportunities rather than cre-
ating enough vacancies to absorb the extra effective search: treated gains come at the expense
of the non-treated — a “musical-chairs” effect. We call this region displacement dominance.
Since Fy, is zero at A = 0 and rises with training intensity, displacement prevails when train-
ing is weak and recedes as it strengthens; but where the balance actually falls for a given
program is a quantitative question. We answer it by calibration in Section 6.3 when discussing

the impact of the program coverage at the macro-level.'?

3 Institutional context

This section describes the setting in which we evaluate PACEA. We present the network
of “missions locales” that delivers youth activation in France, our administrative data, the
PACEA program and the population it serves, and — central to our identification strategy —

the way caseworkers channel young people into the program.

3.1 The maissions locales network

“Missions locales pour l’insertion professionnelle et sociale des jeunes”, commonly known as
“missions locales”; are the public agencies in charge of activating young people in France. They
assist a significant 10-15% of the entire 16-25 age population each year, focusing on those who
are no longer in school and often face substantial barriers to entering the labor market. Beyond
employment assistance, they provide comprehensive social support in areas such as health,
housing, and administrative tasks. Established in 1982, these youth centers were integrated
into the French public employment service (PES) in 2005. The network comprises around 430
centers spread across 6,800 affiliated agencies and employs approximately 15,000 workers, a
third of whom are caseworkers.'?

Each year, around 400,000 young people visit a youth center for the first time. Most
come on their own initiative or on the recommendation of family or friends; agreements with
other public institutions, including the Ministry of Education and the Ministry of Defense,
also channel youths — particularly early school leavers — toward the nearest agency (Hervelin,
2022). Registration is the entry point of the activation process: it takes place through an

in-person meeting with a caseworker who assesses the youth’s situation and needs, and who

12We also show in Appendix A.14 how the curvature of the labor demand governs the micro-macro wedge.
13Source: Union nationale des Missions Locales (UNML), more details here.
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then orients the young person toward the support measures and programs available at the
center. The most important of these programs is PACEA, the contractual activation scheme
we evaluate. Crucially, enrollment in PACEA is not automatic — it is proposed and formalized
by the caseworker — so that the caseworker a youth happens to meet plays a decisive role in
whether activation takes the form of PACEA.

3.2 Data sources

To conduct our analysis, we combine two administrative sources provided by the statistical
office of the French Ministry of Labor (MT-DARES).

Our primary source is the national information system of “missions locales” (IMILO). It
records socio-demographic information on young people — educational background, geographic
location, housing conditions, and social security status, among others — and, importantly,
tracks their entire trajectory within the agency. Because public funding is tied to recorded
activity, caseworkers have a direct incentive to document it accurately.'* We therefore observe
every interaction with caseworkers — individual meetings, remote contacts (email, SMS, phone
calls), workshops — and enrollment in specific programs such as PACEA.

Our secondary source (FORCE) is an administrative database of employment and voca-
tional training records for individuals who have been in contact with the PES, including youth
centers. It provides the universe of labor contracts signed and vocational training spells, to-
gether with contract type (permanent or temporary), wages, occupations, and training inten-
sity (total hours). It covers private-sector employment but not civil-service or self-employment.
Linking IMILO and FORCE lets us follow each youth’s activation within the center and their
subsequent labor-market outcomes. After applying restrictions to ensure the feasibility of the
econometric analysis described in Section 4, we obtain a final sample of 298,142 youths, 2,269

caseworkers, and 317 youth centers.'”

3.3 Population and activity in PACEA

PACEA is the main contractual activation program offered within “missions locales”. It
emerged from the Garantie jeunes (GJ), the French implementation of the European Youth
Guarantee, which shifted youth assistance toward a work-first approach.'® Building on GJ,
PACEA generalized and formalized this support through a written contract establishing mu-

tual commitments between the young participant and the center. It adopts a holistic approach,

MThis is why IMILO reliably captures the interactions we exploit below.

15See Appendix A.2 for details about sample selection.

The Garantie jeunes was introduced in October 2013 in experimental form in 10 territories (41 of the 437
centers in the network), extended from January 2015, and rolled out nationwide on January 1, 2017. Between
the start of the experiment and the end of July 2018, 229,000 young people entered the program (Guillerm
and Hilary, 2019).

12



Table 1: Summary statistics at registration

. . L All Non-PACEA PACEA A
Socio-demographic characteristics

) 2 ®3) (4)
Male 0.521 0.533 0.508  -0.025%**
(0.500) (0.499) (0.500) (0.000)
Adult 0.791 0.804 0.778  -0.025%**
(0.406) (0.397) (0.415) (0.000)
Dropout 0.436 0.436 0.436 0.000
(0.496) (0.496) (0.496) (0.846)
Foreign birthplace 0.151 0.155 0.147  -0.008***
(0.358) (0.362) (0.354) (0.000)
Foreign nationality 0.118 0.125 0.109  -0.016***
(0.322) (0.331) (0.312) (0.000)
Village 0.185 0.195 0.175  -0.020%**
(0.388) (0.396) (0.380) (0.000)
Parent house 0.560 0.537 0.583 0.046***
(0.496) (0.499) (0.493) (0.000)
Married 0.067 0.078 0.056  -0.021%**
(0.251) (0.268) (0.231) (0.000)
Children 0.071 0.081 0.061  -0.021%**
(0.257) (0.273) (0.238) (0.000)
Registered at PEA 0.637 0.564 0.714 0.150%**
(0.481) (0.496) (0.452) (0.000)
Directed by self or relatives 0.576 0.552 0.602 0.050%**
(0.494) (0.497) (0.489) (0.000)
Driving license 0.338 0.382 0.291  -0.091***
(0.473) (0.486) (0.454) (0.000)
N 298,142 153,689 144,453

Note: Youths registered in “missions locales” in 2017 and 2018 in column (1), not enrolled in the PACEA program in column (2) and enrolled in PACEA in
column (3). *** p<0.01, ** p<0.05, * p<0.1.
Source: IMILO (extraction date: November 2021), authors’ calculations.

recognizing that barriers to employment often extend beyond job-related skills: participants
may access vocational training, employment assistance, housing support, healthcare, mobility
solutions, and financial aid, delivered through sequential phases with specific objectives. Its
nominal duration is 24 months but flexible in practice, and participants may receive a monthly
allowance of up to about €550 to stabilize their living conditions and sustain engagement.

Enrollment into PACEA is therefore a decision taken with the referent caseworker rather
than a mechanical consequence of registering, and youths who enter the program differ sys-
tematically from those who do not. Table 1 documents the socio-demographic composition of
the population and highlights these differences. PACEA participants are, on average, slightly
less likely to be male and adult, and are less often married or parents. They are also less
likely to hold a driving license or to live in rural areas, while being more likely to reside in the
parental household. Educational disadvantage — measured by school dropout — is essentially
identical across groups. PACEA youths are, however, significantly more likely to be registered
at the public employment agency and to have been oriented toward the mission locale by
themselves or their relatives, suggesting stronger attachment to employment services and a
more proactive job-search stance.

Once enrolled, participation is intensive and long-lasting. Youths enter PACEA about 105

days after registering with a “mission locale” on average, and remain enrolled for roughly 494
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days (median close to 500), typically moving through one to two successive phases of about
nine months each. Participation is dense: participants accumulate more than 50 recorded
events on average — meetings and contacts with the referent caseworker alongside activities
linked to job-search assistance, training, and employment. A large share experience paid
employment at some point during PACEA (62%), while 44% take part in another job-search
assistance program and 17% enter vocational training; the mean total allowance received
exceeds €1,600, with considerable dispersion. Table A.3.1 in Appendix A.3 details these
trajectories, and Figure A.3.1 confirms the persistence of participation: whereas non-PACEA
youths exit assistance relatively quickly, PACEA participants remain engaged well beyond one
year. PACEA is thus a sustained, individualized pathway rather than a short activation spell.

Figure A.3.2 in Appendix A.3 plots OLS estimates relating monthly employment probabil-
ity to PACEA enrollment, conditional on observed characteristics, as an event study around
registration. It reveals a markedly negative differential at registration — close to —5 percentage
points in the first six months — consistent with lock-in at the start of the program, followed by
a gradual catching-up as the differential turns positive and stabilizes around 5 to 7 percentage
points three to four years out. Because enrollment into PACEA is decided with the caseworker
and correlated with hard-to-observe characteristics, however, these OLS estimates are likely
biased and cannot be read as causal. This motivates the identification strategy developed in

Section 4, which turns the caseworker’s role in enrollment into a source of exogenous variation.

3.4 Caseworkers’ intermediation

Caseworkers sit at the heart of the activation process, and understanding how they operate
is essential to our design. To register with an agency, a young person must appear in person
for an initial meeting, which typically lasts 45 minutes and during which the caseworker col-
lects information on the youth’s socio-demographic situation and needs. This first caseworker
automatically becomes the youth’s referent for the remainder of the follow-up: after the first
meeting, about 83% of young people return for at least a second meeting with the same per-
son. Referents deliver a wide range of assistance — individual meetings, workshops to improve
oral and written skills, collective information sessions, and remote contacts by email, SMS, or
phone — and, importantly, decide together with the youth whether to enter PACEA and which
objectives to pursue.'”

Two features of this process are central to our strategy. First, the assignment of youths
to caseworkers is as good as random within a center and period. There are no rules matching
particular youths to particular caseworkers: on the day a youth arrives, they meet whichever

caseworker is scheduled to welcome new entrants that day, and caseworkers are assigned to

17 A minimum of two years of higher education is usually required to be recruited as a caseworker, with a
starting gross wage around €2,000. See Table A.1.1 in Appendix A.1 for details on occupations in “mission
g
locale” centers.
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Figure 1: Histogram of the placement rate in PACEA across caseworkers

Note: Share of youths enrolled in PACEA across caseworkers (N = 2,269).

calendar days — not to individuals — on a rotation planned several weeks in advance based
on their workload.'® Youths who contact the agency in advance are handled the same way,
meeting one of the caseworkers on duty that day. Consistent with this institutional setup,
Figure A.4.2 in Appendix A.4 regresses caseworker characteristics on the characteristics of
their newly assigned youths within center x entry-quarter cells and finds overwhelmingly
small and insignificant coefficients, indicating no systematic sorting of youths to caseworkers.

Second, caseworkers differ markedly in how they activate the youths they meet, and in
particular in how often they enroll them into PACEA as shown by Figure 1. The distribu-
tion is broadly bell-shaped and centered around intermediate values, with most caseworkers
exhibiting placement rates between roughly 30 and 70 percent, peaking around 40-50 per-
cent. At the same time, it features long tails on both sides, with a non-negligible share of
caseworkers displaying very low placement rates (below 20 percent) and others achieving rates
above 80 percent. Because enrollment is at the caseworker’s discretion, two observationally
similar youths who register in the same center and quarter can be placed on different acti-
vation paths — one entering PACEA, the other not — simply because they happened to meet
different caseworkers. This caseworker-driven variation in PACEA enrollment, orthogonal to

youth characteristics once we condition on center x entry-quarter, is precisely what our identi-

8Figure A.4.1 in Appendix A.4 shows that fewer first meetings are conducted on Fridays, reflecting this
scheduling.
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fication strategy exploits. We document the heterogeneity in caseworkers’ PACEA enrollment

propensities and build our instrument from it in Section 4.

4 Empirical strategy

This section describes the empirical strategy developed to analyze the impact of the PACEA

job search assistance program on labor market outcomes of unemployed youths.

4.1 Instrumental variable model

To identify the causal impact of PACEA participation on labor market outcomes, we rely on an
instrumental variable (IV) approach estimated by two-stage least squares (TSLS). The strategy
exploits the quasi-random variation in caseworker assignment at entry into the “mission locale”
documented in Section 3.4 and, in particular, heterogeneity in caseworkers’ propensity to enroll
youths into PACEA.

The baseline specification is given by Equations (15) and (16):

PACEA; = oy + YCswkPACEA jy _; + B1X; + 7oy + v; (15)
Yi = g + (5PKCFA¢ + B X; + Ne,t + W (16)

In the first stage, individual participation in PACEA is regressed on an indicator capturing
whether the assigned caseworker is pro-PACEA at the quarter of entry, controlling for a
vector of individual characteristics X; and for interacted center by entry-quarter fixed effects
met. These fixed effects absorb all time-varying shocks and institutional differences at the
local level, ensuring that identification stems from within-center, within-quarter variation in
caseworker assignment.

The instrument, CSWE_PKCEAjt, equals one if caseworker j exhibits a high propensity to
enroll youths into PACEA at quarter ¢, leaving-out youth ¢ and its cohort within center ¢ and
quarter ¢ to avoid mechanical endogeneity, 0 otherwise. It captures persistent differences in
enrollment practices across caseworkers. The first-stage coefficient ~ therefore measures the
extent to which assignment to a pro-PACEA caseworker increases the probability of entering
the program. Conditional on individual covariates and local-time fixed effects, this variation
reflects differences in caseworker behavior rather than systematic differences in youth charac-
teristics. As shown by Figure 1, placement rates into PACEA vary widely across caseworkers,
providing a strong and policy-relevant source of identifying variation.

In the second stage, the predicted value of PACEA participation is used to estimate its
effect on labor market outcomes 1;. The coefficient § can be interpreted as a local average

treatment effect (LATE) for compliers, namely youths whose participation decision is affected
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by assignment to a pro-PACEA caseworker.'” Robust standard errors are clustered at the
caseworker level to account for within-caseworker correlation in treatment assignment and
outcomes. Under the identifying assumption that caseworker pro-PACEA orientation affects
labor market outcomes only through PACEA participation, this IV strategy isolates the causal

impact of the program net of endogenous selection.

4.2 Definition of the instrument

To construct our pro-PACEA caseworker instrument, we employ the methodology introduced
by Chetty et al. (2014), which we adapt to our specific context. As caseworkers’ assignments
are expected to be quasi-random within a particular center and quarter’’, we condition our
analysis on cohort fixed effects. These effects are defined as the group of individuals who had
their initial meeting with a caseworker in the same quarter and within the same center.

Selection in the PACEA program is correlated with individual characteristics and casework-
ers have different propensities to enroll young people in the PACEA program, we then start
by computing PACEA enrollment residuals P@Ai by regressing youth outcome PACEA;
on cohort fixed effects 7.+, youth pre-determined characteristics X; as well as caseworker fixed
effects p;. Including caseworker fixed effects in the model allows us to control for potential
selection in youth-caseworker assignment and estimate residuals relying on within caseworker
variation.

We estimate the following regression:

PACEA; = y1j + BXi + Yoz + € (17)

Youth PACEA enrollment residuals are then computed as

PACEA; = PACEA; — BX; — Ya (18)

Let PACEA;; denote the mean residual youth PACEA enrollment for caseworker j and
cohort t. We further define PACEA; as the mean residual youth PACEA enrollment across

all of caseworker’s j cohorts, and PACEA; _; as the same quantity but excluding cohort ¢.

19Blandhol et al. (2026) show that TSLS with covariates entered non-saturatedly need not estimate a non-
negatively weighted average of LATEs unless the specification has rich covariates, i.e. it reproduces the condi-
tional mean of the instrument. Our design falls in the favorable case they discuss for conditionally randomly
assigned instruments: because assignment is as good as random within center X entry-quarter cells that we
absorb nonparametrically, this condition reduces to the requirement that individual covariates do not predict
the instrument within cells, which we cannot reject (joint F = 1.32, p = 0.20). Consistently, our estimates are
essentially unchanged when we omit the individual covariates — the specification that is saturated in the strata
and thus has a bona fide LATE interpretation — and when we partial the covariates out with machine learning.
See Appendix A.6.5.

20As a robustness check, we verified that our results remain consistent when considering different cohort
definitions, such as center x month or semester. Results not shown in this paper.
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Figure 2: Histogram of caseworker propensity instrument (CswkPACEA ;;)

Note: Caseworker propensity instrument is computed from equation (19).

If our identifying assumption is verified, PACEA; _; is an unbiased estimate of the causal
effect of caseworker j on cohort ¢ youths’ enrollment in PACEA. However, it may not be an
optimal out of sample predictor of caseworker propensity. Thus, following Chetty et al. (2014)
we construct our caseworker propensity estimate as the best linear predictor of PACEA;,

based on the residuals of all other cohorts PACEA; _;.

Specifically, we compute caseworker predicted propensity for cohort ¢ as

T
CswkPACEA;, = Y W,PACEA;, = WPACEA,’ (19)
s=1\{t}
where W is the vector of coefficient that minimizes the mean-squared error of the forecasts
of the residual outcomes.?! It is estimated by regressing PACEA;; on mj,,t.ﬂ
To illustrate the identifying variation underlying our IV strategy, Figure 2 plots a his-
togram of the residual variation in caseworker PACEA placement propensities computed from

equation (19). The distribution shows substantial residual dispersion around zero, indicating

2
Py = arg min 5, (Ve = X1, ¥
{01, Wy 1, Wy g, U}
22pigure A.5.1 in Appendix A.5 shows the autocorrelation vector of the propensity estimates at quarter ¢
using other quarters. Using one lag implies a correlation of 60% and it monotonically decreases to 35% using
7 quarters. This rate is higher than the ones usually found for teachers which decrease from 45% using 1 lag

to 20% using 7 lags as in Chetty et al. (2014).
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pronounced heterogeneity in caseworkers’ propensity to enroll youths into PACEA even after
purging for center and quarter conditions and observable characteristics. Superimposed on
the histogram, the solid line plots a local linear regression of the probability of PACEA en-
rollment on residual caseworker PACEA propensities, with the dashed lines denoting the 95
percent confidence interval. The relationship is strongly positive and close to linear across the
support, documenting a clear and monotonic first-stage effect: youths assigned to caseworkers
with higher PACEA propensities are substantially more likely to enter the program. The tight
confidence bands further indicate that this relationship is precisely estimated throughout the
distribution, providing visual confirmation of a strong and relevant first stage generated by
caseworker heterogeneity in enrollment practices

To simplify interpretation in the remaining sections of the paper, we dichotomize our
propensity instrument by defining an indicator equal to one if caseworker j’s propensity to

enroll youths in PACEA in quarter ¢ is above the median, and zero otherwise.?’

— CswkPACEAj; = 1 {CswkPACEA;; > med (CswkPACEA) } (20)

4.3 Assessment of the instrument

We develop and document the validity of our instrumental-variable strategy in Appendix
A.6. First, the instrument is strongly relevant. Caseworkers exhibit substantial heterogeneity
in their propensity to enroll youths into PACEA, and assignment to a more pro-PACEA
caseworker strongly predicts individual participation. The first-stage coefficients are large and
highly stable across specifications, with F-statistics far above conventional weak-instrument
thresholds (see Table A.6.1 in Appendix A.6.1). This confirms that quasi-random assignment
to caseworkers generates powerful within-center and entry-quarter variation in enrollment.

Second, conditional independence is supported by both institutional features and statis-
tical evidence. Once we include center x entry-quarter fixed effects, assignment to a pro-
PACEA caseworker is essentially orthogonal to observed socio-demographic characteristics
and to youths’ stated requests at registration (see Tables A.6.2 and A.6.3 in Appendix A.6.2).
This suggests that within centers and entry cohorts, caseworker assignment is as good as
random with respect to observed characteristics and requests at registration.

Most importantly, the credibility of our design rests on the exclusion restriction: assign-
ment to a pro-PACEA caseworker must affect youths’ labor market outcomes only through
PACEA participation. The natural threat is that caseworkers who enroll more youths into
PACEA might also differ on other, unobserved dimensions, that improve outcomes — offering
more intensive counseling, transmitting more vacancy information, or exerting more pressure

to search outside of the program. While the exclusion restriction cannot be tested directly,

23 All results presented in the following sections are robust to using the continuous version of the instrument.
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two placebo tests and the institutional design make this concern unlikely.

On the one hand, we implement a direct placebo test on youths who never enroll in
PACEA. If pro-PACEA caseworkers improved outcomes through channels other than enroll-
ment, non-participants assigned to them would still benefit. Instead, the reduced-form effect of
assignment to a pro-PACEA caseworker on the employment of never-enrolled youths is small,
statistically insignificant, and precisely estimated around zero at every horizon — six, twelve,
eighteen, and twenty-four months after registration (Table A.6.4 in Appendix A.6.3). The
precision of these nulls is what makes the test informative: it lets us rule out not only large
but also economically modest effects operating outside the program. On the other hand, we
verify that caseworker pro-PACEA orientation is unrelated to youths’ employment and train-
ing histories in the six months preceding registration (Table A.6.5), which rules out sorting
on unobserved pre-existing attachment that could simultaneously drive caseworker assignment
and future outcomes.

These statistical results are, moreover, consistent with the institutional organization of
“missions locales”. Caseworkers’ discretion operates primarily on the margin of program en-
rollment: access to other services — workshops, collective information sessions, or financial
support — follows standardized, centrally defined rules, leaving little room for a pro-PACEA
caseworker to systematically favor assigned youths through alternative channels. In addi-
tion, our instrument is a leave-out measure that captures a caseworker’s persistent enrollment
behavior toward other youths, purged of local labor-market conditions and observable compo-
sition through the center x entry-quarter fixed effects, so that it reflects enrollment practices
rather than case-specific effort toward the focal youth. Taken together, the placebo evidence
and the institutional design lend strong credibility to interpreting our IV estimates as the
causal effect of PACEA participation.?*

5 Main results

This section presents the impact of PACEA program on various labor market outcomes. We
report the main employment table in the text and move the remaining econometric tables to
Appendix A.7.

5.1 Impact on employment probability

We first present the main estimates, relying on equation (16), of the impact of PACEA partic-
ipation on youths’ employment probabilities over four years following registration at a mission
locale. Table 2 reports both OLS and IV estimates at one-, two-, three-, and four-year hori-

zons, while Figure A.7.1 in Appendix A.7 illustrates the dynamic profile of the effects at the

24We also show that our instrument satisfies the monotonicity assumption following the approach in Arni
and Schiprowski (2019), see Table A.6.6 in Appendix A.6.4.

20



Table 2: Impact of PACEA on employment probability after registration in youth center

Year 1 Year 2 Year 3 Year 4
Employment (0/1) orS v orLS v oLS v oLS v
(1) (2) 3) (4) (5) (6) (7) ®)

PACEA 0.0095%%*%  0.0014  0.0244%**%  0.0078  0.0501%F% 0.0471%%  0.0620%%*  0.0440%*
(0.0021)  (0.0170)  (0.0021)  (0.0177)  (0.0021)  (0.0182)  (0.0021)  (0.0183)

Observations 298,142 298,142 298,142 298,142 298,142 298,142 298,142 298,142

R-squared 0.0617 0.0386 0.0592 0.0359 0.0722 0.0390 0.0734 0.0425

Control mean .3339 .3339 3737 3737 .4053 .4053 4551 4551

Individual characteristics Yes Yes Yes Yes Yes Yes Yes Yes

Center x Entry Quarter FE Yes Yes Yes Yes Yes Yes Yes Yes
Note: Estimates obtained with OLS and IV-2SLS regressions. Employment is equal to one if young people are in employment one year after registration in
column (1) two years in column (2), three years in column (3), and four years in column (4), zero otherwise. PACEA is equal to one if youths enrolled in PACEA
after registration, zero otherwise. Individual characteristics include all variables listed in Table 1. Robust standard errors clustered at the caseworker level below
coefficients in parentheses. *** p<0.01, ¥* p<0.05, * p<0.1.

semester level. At the one-year horizon, the OLS estimate is negative (-1 pp), which should
reflect a lock-in mechanism, whereby participation in PACEA temporarily reduces job-finding
rates as youths devote time to counseling sessions, administrative steps, training, and the
definition of individualized projects rather than immediate job search.

From the second year onward, OLS estimates turn positive and increase steadily over
time, reaching about 6 percentage points after four years. While these estimates suggest a
gradual improvement in employment prospects for PACEA participants, they remain difficult
to interpret causally given endogenous participation as discussed in the previous section. The
IV estimates correct for this bias. At one and two years after registration, the IV coefficients
are small and statistically insignificant, indicating that PACEA does not generate immediate
employment gains once selection and endogeneity are addressed. This pattern reinforces the
interpretation of the short-run negative OLS estimate as reflecting lock-in rather than lasting
labor market penalties.

In contrast, medium-run IV effects are large and statistically significant. Three years after
registration, which corresponds almost to one year after the end of PACEA, participation in-
creases employment probability by about 4.7 percentage points, corresponding to an increase of
roughly 12 percent relative to the mean employment rate at that horizon. This positive effect
persists four years after registration — 2 years after PACEA —, with an estimated increase of 4.4
percentage points. Figure A.7.1 underscores the dynamic nature of these effects: employment
gains emerge only after participants have progressed through the program’s phases and accu-
mulated human capital, work experience, or stronger labor market attachment. Overall, the
results indicate that PACEA entails short-run lock-in effects but yields substantial and persis-
tent improvements in employment outcomes in the medium run, highlighting the importance
of evaluating youth activation programs over sufficiently long horizons.

These medium-run effects mask only limited heterogeneity across observable subgroups.
Re-estimating the four-year employment impact separately by education, urban/rural loca-

tion, prior registration with the public employment service, gender, and age (Table A.7.1 in
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Table 3: Impact of PACEA on employment days after registration in youth center

Year 1 Year 2 Year 3 Year 4
Employment (days) OLS v oLS v OLS v OLS v
1) (2) (3) (4) (5) (6) (7) (®)

PACEA J12.7540%%% 14014 -1.4200%%  1.8074  0.6627FF%  8.9930%  14.8252%%%  11.6379%*
(0.4614)  (3.8355) (0.5832) (4.9592) (0.5880) (5.1944)  (0.6132)  (5.3978)

Observations 298,142 298,142 298,142 298,142 298,142 298,142 298,142 298,142
R-squared 0.0855 0.0579 0.0661 0.0462 0.0668 0.0433 0.0721 0.0433
Control mean 74 74 102 102 111 111 126 126
Individual characteristics Yes Yes Yes Yes Yes Yes Yes Yes
Center x Entry Quarter FE Yes Yes Yes Yes Yes Yes Yes Yes

Note: Estimates obtained with OLS and IV-2SLS regressions. Employment is defined as the total number of days in employment during the first year after
registration in column (1) during the second year in column (2), the third year in column (3), and fourth year in column (4), zero otherwise. PACEA is equal to one
if youths enrolled in PACEA after registration, zero otherwise. Individual characteristics include all variables listed in Table 1. Robust standard errors clustered at
the caseworker level below coefficients in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

Appendix A.7) yields point estimates clustered between about 4 and 5 percentage points for
nearly every group. The effect is statistically significant, and somewhat larger, for youths
with stronger baseline attachment — those who completed secondary school (4.7 pp), in urban
areas (4.8 pp), men (5.2 pp), and adults aged 18 or older (5.4 pp) — and positive but imprecise
for school dropouts, rural youths, and women. The one clear exception is minors: for youths
under 18 the estimate is small and negative, consistent with weaker immediate labor-market
readiness at that age. Because the subgroup estimates differ little relative to their standard er-
rors, we read PACEA as delivering a broadly uniform medium-run employment gain, modestly

concentrated among the more job-ready.

5.2 Impact on employment intensity

We now turn to the intensive margin, measured by the total number of days in employment
during each of the four years following registration. Table 3 reports OLS and IV estimates, and
the pattern mirrors the one obtained for employment probability. In the first two years — the
period that broadly overlaps with participation — the IV estimates are small and statistically
insignificant (about 1.4 and 1.8 additional days), while the OLS estimates are negative and
significant, consistent with a lock-in mechanism whereby youths devote time to program-
related activities rather than immediate employment. From the third year onward, the IV
effects turn positive and significant: PACEA raises time in employment by about 9 days at the
three-year horizon and 11.6 days at the four-year horizon, corresponding to increases of roughly
8 and 9 percent relative to the control means of 111 and 126 days. These gains persist through
the fourth year, indicating that PACEA not only raises the probability of employment in the
medium run but also leads to more sustained employment once participants have completed
the program. Figure A.7.2 in Appendix A.7 traces the dynamic profile of these effects at the
semester level, confirming the short-run lock-in and the positive medium-run effects.

To understand what drives these intensive-margin effects, Tables A.7.2 and A.7.3 in Ap-
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pendix A.7 examine whether PACEA affects the number of labor contracts signed or the
number of firms in which youths worked, conditional on having at least one employment spell.
Across all horizons, the IV estimates are small, statistically insignificant, and show no sys-
tematic pattern. In particular, PACEA does not increase the number of contracts signed
nor the number of distinct employers, either cumulatively over four years or within specific
post-registration periods. This absence of effects on job fragmentation or employer mobility
suggests that the higher employment intensity observed after program completion is mechani-
cally driven by improvements at the extensive margin discussed in Section 5.1 — more frequent
access to employment — rather than by changes in the structure of employment relationships

among employed youths.

5.3 Impact on employment quality

We now turn to job quality, which we assess along three dimensions: contract stability, wages,
and occupations.

A first dimension of job quality is the stability of employment contracts. Table A.7.4 in
Appendix A.7 reports IV estimates of the impact of PACEA on the probability that a youth
signs a permanent contract (CDI) over the four years following registration and within each
specific year. Over the full four-year period, the point estimate on PACEA is close to zero
and statistically insignificant, indicating no detectable difference in the likelihood of securing
long-term employment between participants and comparable non-participants. In the first
year after registration, the estimate is negative and statistically significant, which — given the
absence of corresponding medium-run impacts — likely reflects the difficulty of the population
to be attractive on the labor market and why caseworkers enroll them in the PACEA program.
In years two through four, the estimated effects are small and not statistically significant,
suggesting that participants caught up in finding permanent contracts after improving their
labor market prospects. PACEA participants thus do not cycle through more contracts or
employers; instead, they spend more time employed conditional on working, consistent with a
stabilization of labor market trajectories rather than increased job turnover.

We next examine whether the positive medium-run employment effects of PACEA are
followed by higher wages. As reported in Table A.7.5 in Appendix A.7, the mean monthly
wage in the control group ranges from approximately €950 in the first year after registration
to about €1,240 in the fourth year.?” Similarly, the maximum wage observed within a year
remains below €1,700 even four years after registration. These levels are low and lie close to
the statutory minimum wage in France over the period under study, indicating that employ-

ment spells for this population are predominantly in low-paid jobs with limited scope for wage

25 As wages are measured with errors in the administrative database, especially for temporary contracts, we
run the same IV-regressions relying only on individuals who signed a permanent contract, for which wages are
better filled. Table A.7.6 in Appendix A.7 leads to similar results.
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progression. In this context, even sizable increases in employment probabilities or employment
durations are unlikely to generate large gains in bargained wages. The absence of wage dif-
ferentials conditional on working implies that participants are not employed in higher-paying
jobs than comparable non-participants.

Beyond contract type and wages, the program could influence the types of occupations
in which youths are employed, potentially channeling them into sectors with distinct career
prospects or skill requirements. Table A.7.7 in Appendix A.7 examines this possibility by focus-
ing on the most common occupational categories in the post-registration labor market, coded
according to the PCS-ESE classification. Across the four years following registration, the main
occupations in which youths are employed are concentrated in low-skill service, industrial, and
manual jobs, reflecting the weak initial labor market attachment of the population served by
“missions locales”. In the first year, the most represented occupations include 676A (non-
qualified industrial workers in processing and manufacturing), 551A (non-qualified employees
in retail trade), 676E (non-qualified industrial workers, miscellaneous), 676C (non-qualified
workers in handling, logistics, and packaging), and 674C (cleaning and basic maintenance
workers). These occupations represent 40% of the total number of occupations where youths
are employed and typically involve routine tasks, limited autonomy, and low formal skill re-
quirements. They rely primarily on basic operational skills — such as punctuality, physical
endurance, adherence to instructions, and teamwork — rather than certified qualifications.

The occupational structure is highly persistent across years, suggesting limited occupa-
tional mobility, and by the third and fourth years the overall skill content remains comparable
even as some personal-services occupations (e.g., 525D) appear among the most frequent cate-
gories. The IV estimates indicate no systematic occupational reallocation for the vast majority
of PCS-ESE categories across years three and four: coefficients are small and statistically in-
significant. However, in both the first and second years after registration, PACEA participants
are more likely to work in occupation 676E relative to non-participants, suggesting that the
program may initially channel youths toward this broad category of non-qualified industrial
workers.”S A plausible interpretation is that PACEA facilitates early labor market access by
increasing the likelihood of finding any employment, and such opportunities are more prevalent
in large industrial sectors that demand flexible, low-skill labor.

Taken together, these results indicate that PACEA improves access to employment and em-
ployment duration without upgrading job quality: employment gains induced by the program
operate primarily at the extensive margin and do not translate into more stable contracts,
higher wages, or occupation-specific human capital. This pattern is consistent with a pro-

gram that facilitates labor market entry and attachment for disadvantaged youths rather than

26Qccupation 676E (Ouvriers non qualifiés divers de type industriel) includes non-qualified industrial workers
such as laboratory aides and general industrial laborers that do not fall into more specific groupings. Jobs in
this category are characterized by manual, low-skill tasks within industrial settings and typically carry limited
prospects for rapid wage progression or career advancement compared with higher-skilled occupations.
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raising job quality or productivity in the medium run.

6 Mechanisms

This section investigates the mechanisms through which PACEA affects labor market out-
comes. Using detailed administrative data on activities, program content, workshops, and
training participation, we show that PACEA primarily works by intensifying job-search sup-
port and structuring employment pathways. We then relate the micro-level evidence to the

general-equilibrium predictions of the framework developed in Section 2.

6.1 Job search activities and planning

Table 4 shows that PACEA substantially increases youths’ engagement with “missions locales”.
Participation leads to a sharp rise in the total number of recorded activities within centers:
PACEA participants experience nearly 40 additional events on average, compared to a baseline
mean of about 13. These increases span all types of activities, including meetings, contacts,
and administrative tasks, indicating a broad intensification of follow-up rather than a narrow
focus on one dimension. This result is consistent with the program’s design as a comprehensive
accompaniment framework, rather than a single intervention.

Importantly, a large share of this increase reflects intensified interactions with the referent
caseworker, who plays a central role in implementing PACEA. Columns (5) to (8) of Table
4 show that PACEA raises the number of events involving the referent by more than 14,
including five additional meetings and over seven additional contacts by phones or emails.
Given the centrality of the referent in coordinating job-search activities, monitoring progress,
and adjusting objectives, these results point to a substantial strengthening of individualized
support. This increase in caseworker contact is a plausible mechanism behind the medium-run
employment gains documented earlier, as sustained follow-up is known to improve job-search
effectiveness among disadvantaged youths.

Beyond the volume of interactions, PACEA also structures job-search trajectories through
clearly defined phases and objectives. Table A.8.1 in Appendix A.8 documents that partici-
pants typically move through sequential phases — defining, applying, and securing a project
— with a strong emphasis on career orientation, job-search assistance, and mobility. These
phases reflect a gradual shift from exploration to implementation, aligning with the delayed
employment effects observed in the outcome analysis. Table A.8.2 in Appendix A.8 further
shows that assignment to a pro-PACEA caseworker increases the likelihood that youths enter
these key early phases and set objectives related to job orientation and mobility. Heterogeneity
in caseworker practices therefore translates into meaningful differences in how structured and

forward-looking youths’ job-search plans are, consistent with the IV estimates: caseworker
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Table 4: Effects of PACEA on activities within center

Within center Within center with referent caseworker

All Events  Meetings  Contacts ~ Admin. Tasks All Events Meetings Contacts Admin. Tasks

® 2) ®3) 4 (5) (6) M) (8)

PACEA 38.4584%**F  8.2072%F*  16.4075*F* 6.9349%+* 14.0881%F*  5.0310%**  7.3224%%* 1.3774%**
(2.9943) (0.4461) (2.4732) (0.5108) (2.3974) (0.3471) (2.2585) (0.2633)
Observations 298,142 298,142 298,142 298,142 298,142 298,142 298,142 298,142
R-squared 0.2783 0.2926 0.1393 0.2043 0.0001 0.1755 -0.0772 0.0678
Control Mean 12.9 3.2 6.8 2.3 5.6 2.5 2.2 8
Individual characteristics Yes Yes Yes Yes Yes Yes Yes Yes
Center x Entry Quarter FE Yes Yes Yes Yes Yes Yes Yes Yes

Note: Estimates obtained with IV-2SLS regressions. PACEA is equal to one if youths enrolled in PACEA after registration, zero otherwise. Individual characteristics include all
variables listed in Table 1. Robust standard errors clustered at the caseworker level below coefficients in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

orientation affects employment outcomes primarily by shaping participation and engagement
within PACEA.

A related mechanism operates through access to intensive workshops and financial support,
as documented in Table A.8.3 in Appendix A.8. PACEA substantially increases participation
in local initiatives and in the Garantie jeunes (GJ), a highly intensive welfare-to-work program
combining collective workshops, job-search coaching, and income support: enrollment in GJ
rises by 25 percentage points among PACEA participants, highlighting strong complementari-
ties between PACEA and more intensive activation schemes. PACEA also provides substantial
monetary allowances, with participants receiving on average more than €1,100, which likely
relax short-term financial constraints and allow youths to remain engaged in program activities
and job search.

Overall, the evidence indicates that PACEA operates first and foremost by organizing
job search, increasing the intensity of follow-up, and imposing a structured pathway toward
employment, combining workshops, collective support, and financial assistance. In parallel,
youths discover the labor market in easy-to-access occupations with very short-term contracts

as described in Sections 5.2 and 5.3.

6.2 Enrollment in vocational training

PACEA also affects employment outcomes through vocational training. Table 5 shows that
PACEA increases the probability of entering any vocational training by about 4 percentage
points, relative to a baseline participation rate of 16 percent. This corresponds to a relative
increase by 25%. Participants also accumulate significantly more training days and hours,
indicating not only higher participation but also greater training intensity.

On the one hand, despite being statistically significant, the training followed by young
individuals seems limited in scope and duration (~ 1 month on average), and opens the ques-
tions on whether they deliver productivity gains in the short or medium run. Instead, training
may primarily serve as a complementary tool that supports employability and job readiness

by providing the basic skills to young individuals in difficulty. The timing of training partici-
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Table 5: Effects of PACEA on enrollment in vocational training

Any Days Hours
(1) (2) 3)
PACEA 0.0419%F*  9.1738%**  45.1980***

(0.0146)  (2.7229)  (12.1965)

Observations 298,142 298,142 298,142
R-squared 0.0126 0.0111 0.0116
Control Mean 1591 22.6105 98.2892
Individual characteristics Yes Yes Yes
Center x Entry Quarter Fixed Effects Yes Yes Yes

Note: Estimates obtained with IV-2SLS regressions. Column (1) is the probability of having any vocational training
during a 2-year period after registration (&~ during the time within PACEA for those enrolled). Column (2) is the total
number of days experienced in training. Column (3) is the total number of hours experienced in training. Individual
characteristics include all variables listed in Table 1. Robust standard errors clustered at the caseworker level below
coefficients in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

pation also matters. Training occurs largely during the period of assistance and is embedded
within the broader job-search strategy defined with the caseworker. As such, training likely
contributes to employment outcomes indirectly — by improving confidence, signaling attach-
ment to the labor market, or meeting minimum skill requirements — rather than by enabling
access to higher-paid occupations.

On the other hand, young individuals who participated in the PACEA program face an
initial lower probability to sign a permanent contract than non-participants during the first
year after registration. However, this difference disappears thereafter, suggesting that PACEA
participants improved their labor market prospects. This improvement could also be the
consequence of improved specific skills due to vocational training.

Overall, the training evidence can reinforce the interpretation that PACEA is not a human-
capital-intensive program,?” but that access to vocational training may complement this limi-
tation. In the language of the framework of Section 2, the limited scope of training corresponds

to a small productivity gain A, a point we develop next.

6.3 Discussion on the macro-consequences

The empirical results leads to positive estimates at the individual level for the participants,
but this may not translate into aggregate gains if it comes at the expense of non-participants.
This is the pattern the comparative statics of Section 2.2 associate with treatment that op-
erates primarily through search assistance rather than productivity-enhancing training (cf.
Proposition 3): individual job-finding rates increase, but part of the equilibrium adjustment

occurs through congestion in the matching process rather than through vacancy creation.

2TIts main contribution lies in facilitating transitions into employment through coordination, guidance, and
sustained engagement.
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Table 6: Spillover effects of PACEA program on not-enrolled youths’ employment

Year 1 Year 2 Year 3 Year 4
(1) (2) (3) (4)

Share of peers in PACEA -0.0170  -0.0294 -0.0295 -0.0117
(0.0229) (0.0247) (0.0231) (0.0271)

Observations 153,689 153,689 153,689 153,689
R-squared 0.0631 0.0634 0.0712 0.0742
Individual characteristics Yes Yes Yes Yes
ML Center FE Yes Yes Yes Yes
Entry Quarter FE Yes Yes Yes Yes

Note: Estimates obtained with OLS regressions. Outcome is the employment probability X years after registration for non-
PACEA participants only. The share of peers in PACEA is computed at the cohort level (center X entry quarter), leaving-out the
situation of the observation. Individual characteristics include all variables listed in Table 1. Robust standard errors clustered
at the center level below coefficients in parentheses. *** p<0.01, ** p<0.05, * p<0.1.

Direct evidence of this congestion mechanism is provided by the spillover estimates reported
in Table 6, which exploit the variation in PACEA coverage across “mission locale” center x
entry-quarter cells. A higher local share of youths enrolled in PACEA is negatively correlated
with the employment probability of non-enrolled youths. Although these negative spillovers
can be economically meaningful, at most around half the micro-gains, they are not statistically
significant.

Importantly, these spillover effects may be confounded by events that occur in the local
labor market so the estimates are biased and not precise. Moreover, one cannot test for spec-
ifications with varying training intensity. Indeed, the share of peers who enter into training,
and its intensity, is directly impacted by the PACEA program as shown in Section 6.2 and, at
the macro level, may also be confounded by local labor market conditions.

To circumvent this limit, a mediation analysis confirms that training is only a minor chan-
nel in the post-program employment situation. Decomposing the four-year employment effect
into the shares operating through vocational training and through a direct component (Ta-
ble A.8.4 in Appendix A.8), we find that only about 15% of the total effect runs through
training. In the language of the model, increases in effective search raise matching congestion
and reduce equilibrium labor-market tightness, thereby lowering job-finding prospects for non-
treated workers. The absence of wage effects further reinforces this interpretation. If PACEA
had substantially raised post-hire productivity, one would expect higher wages, occupational
upgrading, or more stable contracts among treated youths. Instead, wages remained low and
close to the minimum wage, and job quality indicators showed little differentiation between
treated and non-treated workers. These empirical patterns suggest that the access to voca-
tional training corresponds to a relatively small value of A in the model, insufficient to shift

the job-creation condition outward in a meaningful way.
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A calibrated exercise. To move from these qualitative patterns to magnitudes, we calibrate
the model of Section 2 and use it as a laboratory for counterfactual coverage and training
policies. Following the model’s own logic, we fix eg = 1 and recover the two treatment
parameters — i) the participant search-efficiency gain e; from the LATE estimates in Section
5.1, and ii) the training intensity A from the job-creation condition (11), by imposing one
targeted moment (the labor-market tightness § = 0.4).%®

Two findings follow. First, and centrally, expanding coverage displaces non-participants.
Figure 3 plots the non-participant employment rate as coverage rises: at the calibrated training
intensity (solid line) it falls steadily, from 0.464 with no program to 0.444 at PACEA’s current
coverage, and further as coverage expands. The mechanism is exactly the one the model
describes — more assisted searchers crowd the same vacancies, tightness falls, and the non-
participants left behind find jobs more slowly. The magnitude is similar to the one estimated
with OLS in Table 6: raising coverage by one percentage points costs non-participants about
0.02 percentage points of employment. This corresponds to a displacement effect about 40%
relative to the baseline estimate at the micro-level in Section 5.1.%°

Second, the dashed line shows what the program would look like if training were intense
enough: at an intensity of about 0.04 (i.e. training increased the job productivity of partic-
ipants by 4%), training-induced job creation just offsets congestion and the non-participant
line goes flat — displacement disappears. The program sits, in other words, well inside the
region where coverage reallocates jobs, rather than creating them.

Taken together, the calibrated exercise comfort the reduced-form message. PACEA raises
participants’ employment; it displaces non-participants, by at least the congestion channel;
and at its current shallow training intensity it lifts aggregate employment only by sorting
youths into more effective job search, not by inducing firms to create jobs. Whether a fixed
budget would buy more employment by reallocating from coverage toward training intensity
is a question about costs as much as about mechanisms, and we take it up alongside the

cost-benefit accounting in the following section.

28 Appendix A.15 reports the calibration and details in Table A.15.1. Table A.15.2 shows how the aggregate
employment rate and the labor market tightness vary with treatment variations.

29Table A.15.3 shows sensitivity tests of the macro-displacement estimates whose range varies from 26% to
56% when calibrating the model’s parameters with alternative values.
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Figure 3: Displacement effects of PACEA on non-participants

Note: Non-participant (control) employment rate as program coverage m varies from 0
to 1, at the calibration of Table A.15.1. At the calibrated training intensity (A =~ 0.01,
solid), expanding coverage lowers non-participant employment — displacement — because
congestion reduces equilibrium tightness. At the offsetting intensity (A* & 0.04, dashed),
training-induced job creation just offsets congestion and the non-participant rate is flat.
The vertical line marks the observed coverage m = 0.5.

7 Cost-benefit analysis and the optimal policy mix

We close by weighing PACEA'’s costs against its benefits and then using the calibrated model

to ask which mix of coverage and training intensity a fixed budget should buy.

Costs. We approximate the full public cost of a PACEA participant, inclusive of the intensive
schemes the program channels youths into. Three components add up. First, the PACEA
allowance: the national envelope for the 20172018 cohorts was about €31 million for some
388,000 participants, or roughly €80 per participant on average (concentrated among the most
precarious, whose mean allowance exceeds €1,600). Second, and much larger, the Garantie
jeunes (GJ) — a highly intensive welfare-to-work track, with its own monthly allowance and
collective coaching, that is embedded within PACEA. PACEA raises GJ enrollment by about
25 percentage points (Table A.8.3, column 1), and the GJ envelope for these cohorts was
on the order of €880 million; spread over the PACEA population this is about €2,270 per
participant. Third, caseworker time: at an average gross monthly caseworker wage of €2,270,
a loaded hourly cost near €21, and the additional interactions PACEA generates (Table 4),
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Table 7: Per-participant cost-benefit summary of PACEA

Per participant

Panel A. Costs

PACEA allowance €380
Garantie jeunes (intensive track) €2,270
Caseworker time €250
Total cost €2,600
Panel B. Benefits
Additional employment (4 years) 24 days
Additional gross earnings €1,200
present value (5% /yr) €1,000
less: displacement of non-participants —50%
Social benefit, present value €500
Direct fiscal return (private base / social base) €400 / €200
Panel C. Balance
Net, fiscal private base - total cost -€2,200
Net, fiscal social base - total cost -€2,400
Benefit-Cost ratio (private / social) 0.15 / 0.08

Note: Note: Per-participant amounts for the 2017-2018 cohorts, rounded. Costs include the Garantie

jeunes intensive envelope PACEA channels youths into (€880m over the population; Table A.8.3, col-
umn 1). The private benefit is the present value of the additional employment days of Table 3, valued
at the control daily wage. The displacement adjustment applies the OLS estimates of spillovers (column
(3) in Table 6) to the participant-non-participant employment gap (0.045); because the model’s con-
gestion channel understates the estimated spillover, 50% is a pessimistic view on the share displaced.
Caseworker time relies on an unsourced hours assumption.

each participant absorbs on the order of €175-€250. The full per-participant cost is therefore
about €2,600, of which the intensive GJ component accounts for the overwhelming share — a

direct measure of how expensive program intensity is relative to light-touch coverage.

Benefits. The intensive-margin estimates in Table 3 imply roughly 1.4+1.849.04+11.6 ~ 24
additional days of employment cumulated over four years. Valued at the control group’s daily
wage of about €50 (a monthly wage near €1,100 over some 22 working days), this is about
€1,200 in additional gross earnings over four years. We value the employment-days effect at
the observed control wage rather than relying on a direct earnings regression: as discussed
in Section 5.3, administrative earnings are recorded with substantial measurement error for
this population, so a direct estimate would be dominated by noise, and because the program
leaves wages unchanged the well-identified employment gain maps into earnings at roughly the
prevailing wage. Discounting at 5% per year, with the gains concentrated in years three and

four, leaves a present value near €1,000.
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Netting out displacement. That €1,000 is a private benefit: it is what a participant gains,
and Section 6.3 showed that part of it is taken from someone else. The calibrated model aligns
with the OLS estimates of displacement effects in magnitude at around half the micro-gains.
In a conservative view from the public finance perspective, we then consider that about 50% of
the private gain is reallocated rather than created, so the social benefit is roughly 0.5 times the
private one — near €500 in present value. The associated direct fiscal return — contributions
and income tax on the additional earnings, net of reduced transfers, at an effective rate of
about 40% — is on the order of €400 per participant on the private base, or €200 on the social

one.

Balance. Table 7 collects these figures. At the current program design the full cost (€2,600)
exceeds the present value of the benefit on either reading — a benefit-cost ratio of 0.15 against
the private gain and 0.08 once displacement is netted out. The imbalance is driven almost
entirely by the intensive track of job search assistance when caseworkers and young people

meet to plan and activate job search strategies.

The optimal policy mix under a fixed budget. The accounting exercise evaluates the
observed program. We next ask whether reallocating its budget between coverage and training
could raise aggregate employment.? This is a distinct question: a small gain from redesigning
an existing program need not imply a small gain from providing the program in the first
place. We use the calibrated equilibrium model to choose coverage, m, and the productivity
increment associated with training, A, while holding the search efficiencies of participants and
non-participants fixed. The objective is steady-state aggregate employment, subject to a fixed
budget per new unemployment entrant.

The expenditure categories reported above do not identify the cost of producing a given

productivity increment. We therefore parameterize the cost of treating a participant as

K(A;s,7)=(1—s)+s (AAO>7’ Ay =0.01, (21)
where s is the share of current participant cost attributed to the productivity-enhancing
component and ~ governs its curvature. Normalizing current participant cost to one gives
k(Ag; s,7) = 1 and a budget B = my = 0.50 in every scenario. This normalization holds both
the observed policy and its budget fixed across cost specifications. We vary s from 0.01 to
0.20 and consider v € {1,1.5,2,3}. These parameters describe alternative cost technologies;
they are not estimated from the expenditure accounting.

Table 8 reports selected solutions. With convex training costs, the employment gains

from reallocation are often modest, even when the optimal policy differs appreciably from

398ee Appendix A.16 for theoretical details and foundations.
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Table 8: Employment-maximizing policy mixes under a fixed budget

~v =1 (linear) v=1.5
s A* 7 (%) Gain (pp) A" 7 (%) Gain (pp)
0.010 0.1007  45.9 2.23 0.1007  38.3 1.65
0.025 0.1007  40.8 1.84 0.1007  28.3 0.89
0.050 0.1001  34.5 1.36 0.054  31.6 0.34
0.100 0.1007  26.3 0.74 0.021 414 0.05
0.150 0.100f  21.3 0.36 0.011 495 0.00
0.200 0.100t  17.9 0.10 0.006  56.2 0.02
~v = 2 (quadratic) ~ = 3 (cubic)
s A 1 (%) Gain (pp) A" 7 (%) Gain (pp)
0.010 0.069  34.2 0.75 0.025  43.4 0.22
0.025 0.036  38.3 0.29 0.017  45.6 0.07
0.050 0.021 426 0.09 0.012 479 0.01
0.100 0.012 485 0.00 0.009  51.7 0.01
0.150 0.008  53.3 0.01 0.007  55.4 0.04
0.200 0.006  58.0 0.05 0.006  59.3 0.10

Note: A* and 7*: employment-maximizing training intensity and coverage. Observed policy:
Ap = 0.01, 1o = 50%. Gains are 100 [n" (7%, A*) — n(mo, Ao)], i.e. additional gains over the
observed program, not program effects relative to no intervention. ' Upper bound on training
intensity (A < 0.10).

the observed mix. For example, at s = 0.01 and v = 1.5, optimal training intensity is 0.1,
compared with 0.01 under the observed policy, while coverage falls from 50.0 to 38.3 percent.
Equilibrium employment increases by 1.65 percentage points. At the same cost share with
quadratic costs, the optimal intensity is 0.069, coverage is 34.2 percent, and the gain is 0.75
percentage points. With s = 0.05 and quadratic costs, the observed mix is already close
to the employment-maximizing allocation: the gain from reallocation is approximately 0.09
percentage points.

These magnitudes reflect the interaction of costs, coverage, and job creation. A low training
share at the observed intensity does not imply that much more intensive training is inexpen-
sive. At s = 0.01 and « = 1.5, the optimal intensity is ten times its observed level, raising
participant cost to 1.837 times current cost. The budget then permits coverage of only 38.3
percent. Moreover, training enters job creation through (1+7A)%: the participant productiv-
ity increment is weighted by coverage. In this example, 7A rises from 0.005 to 0.0383, rather
than to 0.1. Diminishing marginal productivity and the concavity of the job-finding rate in
labor-market tightness further moderate the employment response.

The reduction in coverage also sacrifices the aggregate employment benefits of assisted

search. To illustrate, raising intensity while retaining observed coverage would increase em-
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ployment. Reducing coverage to finance that intensity subtracts percentage points, leaving
the affordable gain at a lower value than the initial one. This sequential decomposition is
illustrative: its intermediate policy exceeds the budget, and the allocation of the total effect
between the two changes depends on their order. It nevertheless shows why a large increase
in participant productivity can coexist with a modest net increase in aggregate employment.
When training is more expensive, the preferred reallocation can increase coverage and reduce
intensity. There is therefore no cost-independent ranking of broader assistance and deeper
training.

The policy implication is conditional. The exercise establishes how the coverage-intensity
trade-off depends on the cost of generating productivity improvements, but the available ev-
idence does not identify that cost sufficiently to justify a large reallocation toward training.
Where predicted gains are negligible, numerical differences between policy mixes provide little
basis for redesign. Where gains are larger, their credibility depends on the assumed training
technology and its validity away from the observed policy. Evidence on the cost and per-
sistence of training-induced productivity gains is thus central to choosing between the two

margins.

8 Conclusion

This paper asked whether intensive job-search assistance for unemployed youths, possibly com-
bined with vocational training, can durably improve labor-market outcomes, through which
channels, and whether individual gains translate into aggregate employment. We addressed
these questions through the French Parcours contractualisé d’accompagnement vers I’emploi et
Uautonomie (PACEA), using comprehensive administrative data and an instrumental-variables
strategy based on the quasi-random assignment of youths to caseworkers and their heteroge-
neous propensity to enroll youths into the program. The empirical analysis is guided by a
stylized general-equilibrium job-search and matching model that clarifies how individual-level
gains interact with labor-market congestion, job creation, and policy scale.

Three main findings emerge. First, PACEA has limited short-run effects and generates
temporary lock-in during the program period, reflecting the intensive nature of the inter-
vention. Second, medium-run impacts are sizable and persistent: three to four years after
registration, PACEA raises employment probabilities by about 4 to 5 percentage points and
employment durations by roughly two days per month, indicating stronger attachment to the
labor market once participants complete the program. Third, these gains operate almost en-
tirely along the extensive margin. We find no robust effects on wages, contract stability, or
occupational upgrading, suggesting that PACEA facilitates access to employment rather than
improving job quality or productivity.

The analysis of mechanisms sheds light on these patterns. PACEA substantially increases
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interactions with caseworkers, structures job-search trajectories, and raises participation in
workshops and vocational training. These components enhance search efficiency and persis-
tence, consistent with the delayed but durable employment gains observed in the data. At
the same time, the brevity of training and the absence of wage and productivity effects indi-
cate that training intensity is insufficient to generate sustained improvements in job quality,
especially in a labor market with a high prevalence of low-wage jobs for young workers.

Embedding these results in a general-equilibrium framework highlights an important micro-
macro distinction. While search assistance improves job-finding rates for treated individuals,
scaling up such programs raises aggregate effective search and congestion in the matching
process. When training intensity is limited, equilibrium adjustment occurs mainly through
the reallocation of job opportunities rather than net job creation, generating displacement
effects for non-participants. Consistent with this mechanism, we document negative spillovers
so that around 50% of the gain induced at the micro-level is done at the expense of non-
participants. Training in which some participants are enrolled need much higher intensity to
raise expected post-hire productivity and stimulating vacancy creation.

These findings have implications for the design of youth labor-market policies. Under a
fixed budget, increasing training intensity requires reducing coverage, trading potential pro-
ductivity gains against the employment benefits of assisted search. Our calibrated exercise
shows that the preferred allocation depends critically on the cost of generating productivity
improvements. With convex training costs, the additional aggregate employment gains from
reallocation are often modest, even when the preferred policy mix differs substantially from
the observed program. Larger gains arise under favorable cost assumptions but can depend on
allowing training intensities far beyond the observed level. The results therefore do not sup-
port an unconditional recommendation to concentrate resources on fewer participants. Rather,
they highlight the need to identify the cost and persistence of training-induced productivity
gains and to evaluate employment effects at the labor-market level, including displacement.
PACEA illustrates how assistance can improve disadvantaged youths’ employment prospects
while leaving the aggregate benefits of alternative program designs uncertain.

Several directions for future research follow. First, evaluating how specific combinations of
search assistance, training content, and employer involvement affect productivity would help
identify the training threshold beyond which coverage generates net job creation rather than
displacement. Second, richer data on the content and certification of training — unavailable in
our administrative sources — would sharpen the interpretation of the productivity channel. Fi-
nally, extending the general-equilibrium analysis to account for the interaction between youth
activation and broader labor-demand policies would clarify how to improve both individual

outcomes and aggregate employment.
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