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Motivations and aim of the paper 
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• Active Labor Market Policies participation has been intense in recent decades, 

especially during the recovery from the financial crisis. 

 

• The economic literature generally concentrates on subsequent labor market 

performance of  unemployed people that have participated to training programs 

or have spent a period in a subsidised job.  

 

• The effects of  a programme on firms’ behaviour have rarely been evaluated 

 

 
 

• This paper wants to propose an evaluation of  the private sector incentives to 

employers programme established by the Italian legislation for 2017. 
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Hiring incentives for private employers 
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Private sector incentives for employers 
 

• Demand-side market measures that include making available to employers wage 

subsidies or targeted reductions in social security contributions for employers 

• Hiring incentives can also be measures that point at favouring the conversion of  

temporary contracts into open-ended ones (see, e.g., Bovini and Viviano 2018, 

Sestito and Viviano 2018). 

Aims: 

• To reduce part of  the wage costs and thus encouraging employers to hire new 

workers.  

• To reintegrate long-term unemployed into the labour market,  

• To stimulate the labor demand in particular areas and sectors characterized by high 

unemployment 

• To support people at risk of  labour-market exclusion such as women, older workers 

or the young. 
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Literature on hiring incentives for private sector 
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• Betcherman et al. (2004): most evaluations of  subsidies do not show positive 

impacts on post program employment or earnings. 

• Sianesi (2008): incentives for private sector firms have generally positive effects on 

employment of  disadvantaged people. 

• Lombardi et al (2018): targeted employment subsidies can have positive effects on 

outcomes of  hiring firms if  there is a pre-screening by caseworkers. 

For Italy 

• Cipollone and Guelfi (2003) and Cipollone et al. (2004): tax credit incentive on new 

hirings on an open-ended contract basis does not produce a significant increase in 

the overall likelihood of  employment;  

• Battirolo and Mo Costabella (2011): ESF-financed incentive for the conversion of  

temporary contracts into permanent contracts in the province of  Turin in 2007 

have marginal effects on hiring intentions, reaching only firms that had already 

planned to stabilize a worker; 

• Sestito and Viviano (2018): two policies introduced in the first part of  2015 are 

effective in both shifting employment towards permanent contract and raising 

overall employment levels. 
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Backgound: the hiring incentives programme 
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• The programme is targeted and selective 

 

• Target population: all firms operating in the private sector 

• A job-specific application submitted by firms to the National Social Security 

Institution (INPS) is requested. 

• The program is selective because: each incentive must be approved by INPS. 

• The incentive is due for all hires made from 1 January 2017 to 31 December 2017 

with: permanent contract; apprenticeship contract with a duration of  12 months or 

more; fixed-term contract equals to or greater than six months. 

• It is paid as a contribution break (sgravio contributivo) by adjusting the social 

security contributions paid by the employer within the maximum limit of  € 

8.060 (€ 4.030 if  the worker is hired under a fixed-term contract) to be used 

over 12 months starting from the hiring date. 
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Backgound: the hiring incentives programme 
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Incentives included in the 2018 RIL questionnaire 

 

• Bonus occupazione giovani (Youth Guarantee) 

• Occupazione Sud 

• Esonero Contributivo Sistema Duale (Alternanza scuola lavoro, apprendistato) 

• Per l’assunzione di giovani con contratto di apprendistato 

• Per l’assunzione di donne  

• Per l’assunzione di over 50 

• Per l’assunzione dei beneficiari NASPI 

• Per l’assunzione di lavoratori in CIGS 

 

N.B. A firm can adopt one or more incentive BUT not for the same employee. Each 

incentive cannot be combined with other incentives 
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The empirical strategy 
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• The baseline model: 

   

HShare𝑖,𝑡 =𝛼+𝛽1∙HI𝑖+𝛽2 ∙𝑡 +𝛽3∙HI𝑖∙𝑡 ∙𝑡 +γ∙Mi,t+δ∙Wi,t+λ∙Fi,t+𝜇𝒊+𝜀𝑖t 

t=[2010,2015,2018]  

  

• HShare𝑖,𝑡  is the share of  newly hired over the total employment; 

• HIi,t, is a dummy equal to 1 whether the i firm hired by using incentives in the 

sample year 2017, 0 otherwise; 

• Mi,t is the vector including managerial and corporate governance characteristics; 

• Wi,t, represents the workforce characteristics; 

• Fi,t formalizes a rich set of  firms’ productive characteristics, geographical location 

and sectorial specialization. 
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The empirical strategy 
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• First step: cross sectional specification of  equation (1) by imposing:  

t=2018,   𝜇𝒊=0, 𝛽2 =𝛽3=0 

 

 
• Standard Ols estimates of  𝛽1 may be biased because of: confounding factors related 

to firms time invariant unobserved heterogeneity and/or endogeneity issues. 

 

 

• Second step: exploit a unique information reported in RIL questionnaire for 2018 

that allows to build the counterfactual scenario: we can compare the observed 

results to those you would expect if  the intervention/policy had not been 

implemented.  
 

In assenza di questi incentivi l’impresa avrebbe? 

 1. effettuato comunque le assunzioni, per lo stesso ammontare  

 2. effettuato comunque le assunzioni, per un ammontare minore 

 3. non avrebbe effettuato le assunzioni. 
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The empirical strategy 
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• Replacing HI with the counterfactual variable, we estimate the following model: 
 

HShare𝑖,𝑡 =𝛼+𝛽1∙Count𝑖+γ∙Mi,t+δ∙Wi,t+λ∙Fi,t+𝜀𝑖t 

 

• Count𝑖 is equal to 1 if  the firm claims that it used at least one incentive to hire and 

that, in the absence of  it, it either would not have hired or would have done so but 

for a lower amount 

 

• Count𝑖 is equal to 0 if  the firm has not hired, or it has hired but without using an 

incentive, or hiring firms whose behaviour is not affected by the presence of  

incentive programme.  

 

 

• We identify the effect of  the subsidies if  policy makers were able to distinguish firms 

that need them from firms that do not  Our estimate is cleaned by the increase in 

employment in firms that would have hired also in absence of  the incentives. 
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The empirical strategy 
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• Third step: An additional estimation to control for possible biased due to time 

invariant unobserved heterogeneity :  

 

Difference-in-Difference with firms FE 

 

HShare𝑖,𝑡 =𝛼+𝛽1∙HI𝑖+𝛽2 ∙𝑡 +𝛽3∙HI𝑖∙𝑡 ∙𝑡 +γ∙Mi,t+δ∙Wi,t+λ∙Fi,t+𝜇𝒊+𝜀𝑖t 

t=[2010,2015,2018]  
 

• Treated group is now composed by firms declaring to have used incentives in 2017 

(HI=1); 

 

• Control group is now composed by all firms that did not use incentive to hire in 

2017 (HI=0) 
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The dataset 
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• Source: “Rilevazione Imprese e Lavoro (RIL)”- INAPP. 

• Years: 2018, 2015, 2010. 

• Sample: about 30,000 partnerships and limited liability firms operating in the non-

agricultural private sector. 

• Panel component: 30% for each wave. 

• Selection on sample: firms with more than 9 employees as to consider firms with a 

minimum level of  internal labor. 

• Outcomes: The share of  newly hired workers over the total employment. 

• Treated variable:  dummy HI and the Counterfactual variable 

• Control variables: i) management and corporate governance of  companies, ii) 

workforce characteristics, and iii) other firm characteristics (size, product and process 

innovation, exports). 
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Descriptive statistics 
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Whole sample 

Cross section (2018) Panel  (2010-2015-2018) 

Mean Std. Dev. Mean Std. Dev. 

Hirings Incentive (HI) 0.21 0.41 0.12 0.32 

Occupazione Giovani (YG) 0.05 0.22 0.04 0.20 

Occupazione Sud 0.06 0.23 0.01 0.11 

Sistema Duale 0.005 0.07 0.00 0.05 

Giovani e Apprendistato 0.05 0.22 0.04 0.19 

Occupazione Donna 0.01 0.10 0.01 0.08 

Occupazione Over 0.04 0.21 0.01 0.07 

Occupazione NASPI 0.01 0.09 0.01 0.09 

Occupazione CIGS 0.003 0.06 0.00 0.02 

Altro 0.03 0.12 0.02 0.12 

N of obs 13,025 1,937 
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Main results 
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2018 2010-2015-2018 

Ols Cross section Ols*  Diff-in-Diff 

Counterfactual 

 

0.041*** 

(0.007) 

0.056*** 

(0.017) 
                

Hirings Incentive (HI) 

 

0.052*** 

(0.004) 
                

HI*year 2018 

 

0.057*** 

(0.012) 

HI*year 2015 

 

0.006 

(0.011) 

Others controls 

 
Yes Yes Yes Yes 

Constant 

 

0.222*** 

(0.021) 

0.217*** 

(0.022) 

0.158*** 

(0.046) 

-0.028 

(0.067) 

Obs 13,025 13,025 2,087 6,040 

R2 0.212 0.205 0.215 0.034 
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Observed heterogeneity: firms size 
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9<N of employees<=49 n of employees>=50 

2018 2010-2015-2018 2018 2010-2015-2018 

Cross Section Ols*  Diff-in-Diff 
 

Cross section 
 

Ols*  
 

Diff-in-Diff 
 

Counterfactual 

 
0.071*** 0.097*** 0.009 0.002                 

HI*year 2018 
0.070*** 0.024*   

HI*year 2015 
0.000 0.029**  

Others controls 
Yes Yes Yes Yes Yes Yes 

Constant 

 
0.167*** 0.188*** 0.015 0.290*** 

0.237*

** 
-0.022 

Obs 7,989 1,409 4,160 5,036 678 1,880 

R2 0.199 0.202 0.028 0.229 0.295 0.074 
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Observed heterogeneity: sector of productivity 
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Industry  Services 

2018 2010-2015-2018 2018 
2010-2015-

2018 

Cross Section Ols*  Diff-in-Diff 
 

Cross section 
 

Ols*  Diff-in-Diff 

Counterfactual 
0.047*** 0.081*** 0.032*** 0.021                 

HI*year 2018 
0.064*** 0.044**  

HI*year 2015 
0.002 0.014 

Other controls 
Yes Yes Yes Yes Yes Yes 

Constant 
0.190*** 0.132*** -0.007 0.210*** 

0.219

** 
0.003 

Obs 7,286 1,281 3,744 5,739 806 2,296 

R2 0.098 0.098 0.032 0.248 0.288 0.032 
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Conclusions  
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• Thanks to a unique source of  firm-level information, we have found that the 

introduction of  hiring incentives in 2017 caused a significant increase of  the share 

of  newly hired workers, especially for small firms and for those operating in the 

industrial sector. 

 

• This analysis provides the more updated evidence of  the effectiveness of  

employment incentives on firms’ hiring decisions in the short-run. 

 

• However, our analysis does not allow us to infer any result about the long-run 

impact of  hiring incentives on employment evolution and on productivity growth. 

 

• Future research: to perform the same analysis using administrative dataset 

(Comunicazioni Obbligatorie – Ministero del Lavoro) and to provide a focus on a specific 

programme (Youth Guarantee). 
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