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Non-Technical Summary

The paper measures the impact of a wage subsidy for long term unemployed workers, using a
large administrative dataset from Hungary. While such subsidies are often promoted as an
efficient way to speed up the recovery of the economy or to increase demand for low skilled
workers, existing evidence on their employment effects is relatively limited and also somewhat
mixed, especially in the case of transition economies.

We examine employment and wage outcomes in various model specifications. Results show a
significant impact for men aged over 50, which is driven by the subgroup of those with lower
secondary education. The subsidy for jobseekers with at least secondary education and aged
over 50 is cost effective for men. We also present some evidence that this is not merely caused
by substitution across various sub-groups of jobseekers.
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