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Methodology of Labor Market Policy

Evaluation

Since the financial crisis in December 1997, the unemployment rate has
soared up to 8.6% in February 1999. In response to the rapidly growing
unemployment, the Korean government formulated a series of unemployment
policy measures in social care, job creation, vocational training, and job
placement. In both 1998 and 1999, the government spent almost 10 trillion
won on these unemployment measures. Despite of the huge amount of
unemployment measures, few evaluations have been done, yet.

The aim of this paper is to review the methodologies of labor market
policy evaluation. There are several purposes for evaluating labor market
policies. The most obvious purpose of evaluations is to improve public
decision. If labor market programmes are successful, then they may be
expanded. If not, then they may either improved or terminated. Another
purpose is to inform individuals about their options among various
programmes in labor market policies. In addition, the evaluation can improve
the quality of the individual programmes. To achieve these goals, public
research institutes as well as private institutes in advanced countries have
been evaluating labor market policies.

The most common outcome on which evaluations focus is whether the
individual gets a job and/or experiences earnings gains following a
programme. To estimate impacts of the programme on the individual, it is
necessary to apply micro-level comparisons of the structure, behaviour and
performance of programme participants versus non participants through
experimental and non-experimental research designs. hese methods

systematically control for selection-bias. In Section 2 of this paper, the pros
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and cons of experimental and non-experimental evaluation methods are
reviewed.

Impacts on the individual participants, however, do not encompass
displacement effects and substitution effects. Therefore, it is impossible to
estimate the net social gain of the programme without using the macro-level
impact analysis. In Section 3 of this paper, methods and examples of
evaluating the net impacts of the policies on the labor market.

For improving public decision on certain policies, it is not enough to
estimate displacement/substitution effects in conjunction with the individual
impact. It is also needed to know whether the impact of the program is the
best outcome that could have been achieved for the money spent. So, in
Section 4, the concepts and examples of systematic cost-benefit analysis are
introduced. The last section summarizes the paper and provides policy

suggestion for supporting future evaluation studies.
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