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Abstract

This paper analyzes the effect of a large-scale randomized letter ex-

periment nudging employers to take up a wage subsidy for previously

older unemployed. Since long-term unemployment rates are fairly high

among this group, the wage subsidy should make hiring them more at-

tractive. However, non-take-up is high (59 percent, Van der Werff et

al., 2021). From interviews and earlier behavioural research reasons

for non-take up are unawareness and difficulty applying for the wage

subsidy. To circumvent these problems, the Dutch Ministry of Social

Affairs and Employment sent more than 30,000 carefully constructed

letters to employers, which to the best of our knowledge is the first time

this has been done. All letters contained a detailed explanation on how

to apply for the subsidy. Furthermore, using nudges from behavioural

economics three different versions of the letter were sent, each refer-

ring to a specific possible benefit of hiring an older unemployed person.

It was tested whether companies changed their hiring behaviour after

receiving a letter compared to a control group that did not receive a

letter. The findings are as follows. First, we find on average no effect
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of the letters on take-up of the subsidy, nor on the probability of hiring

an older worker. This indicates that unawareness and difficulty are not

the main reasons for the high non-take-up or that sending a letter is

no solution for these problems maybe because of the time laps between

receiving the letter and the hiring decision. Second, there is no distin-

guishable effect of the three different messages. Overall, our findings

suggest that nudging employers concerning their hiring behaviour is

more difficult than nudging employers or individuals concerning their

tax payments.

1 Introduction

Long-term unemployment rates for older workers remain fairly high (OECD,
2022) and over a long time several public policies have been targeted at
combatting this problem. One of these public policies is a Dutch wage sub-
sidy targeted at unemployed older workers. Theoretically this wage subsidy
reduces labour costs and would make it more attractive to hire them. How-
ever, non-take up of such a wage subsidy is high (59 percent, Van der Werff
et al.,2021).

From interviews and earlier behavioural research, reasons for non-take up
are unawareness and difficulty applying for the wage subsidy. To circumvent
these problems, the Dutch Ministry of Social Affairs and Employment sent
more than 30,000 letters to employers. The letters were constructed by us
and contained carefully formulated messages. To the best of our knowledge
this is the first time a randomly controlled letter experiment is exploited to
analyse the impact of non-take-up of a public policy instrument.

In our paper, we analyse the impact of this letter experiment on hiring de-
cision of older workers (56 years and older) in the Netherlands. The letter
experiment uses recent insights from behavioural research in formulating the
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messages in the letter. The letter also explains how to apply for the wage
subsidy.

Surprisingly, there is hardly any evidence of a positive effect of wage subsidies
on employment for (older) unemployed individuals. This holds true for the
most earliest paper - which even finds a negative impact - (Burtless, 1985
for the US) as well as more recent published paper (Huttunen et al., 2013
for Finland). Exceptions to this notion are Katz (1996) who find a small
significant effect for young unemployed of the Targeted Jobs Tax Credit in the
US and Blundell et al. (2004) who find a positive effect for young unemployed
of a job search program including wage subsidies in the UK. Some papers do
find an effect of wage subsidies on current employees (to prevent exit from
employment) but not on entry into employment (Kramarz and Philippon,
2001, Boockman, 2015.

Several papers point at the low take-up rate as an explanation for the lack
of impact (Katz, 1996, Robertson, 1994, Burtless, 1985). This may occur if
firms are unaware of the subsidy, they find the paperwork too burdensome
or the subsidy too small to justify the expense of filing for them. For these
reasons the program should be advertised well and simple to use (Robertson,
1994).

So far, the question whether non-awareness of the subsidy is the reason for
the low take-up of wage subsidies has not been addressed empirically. Our
paper is the first to address this question in an experimental setting. Our
experimental set-up is such that the program is advertised in three different
letters to employers and all letters include explicit explanation on the use of
the program. To assess whether the information problem is responsible for
the under-usage of the instrument, we compare these employers to similar
employers that did not receive a letter. The letters for large employers were
addressed to the head of HRM and the letters for small and medium employ-
ers to the director. The outcome of the experiment provides more knowledge
on the non-take-up of the wage subsidy, which is essential information to
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evaluate the program as a whole.

Although a great number of studies have been conducted in the field of be-
havioral economics, most of them focus on the incentives and behavior of
(private) individuals. Field experiments targeted at employers are scarce.
Leets et al. (2020) conducted an experiment in Pennsylvania (US) to in-
crease tax compliance by sending letters with different nudges at delinquent
tax businesses, reminding them to pay within 15 days. They found a small
significant increase of the number of business owners who responded and the
amount of delinquency paid within 15 days of receiving the letters. Vainre et
al. (2020) conducted a field experiment in Estonia directed at employers in
the construction industry to increase their tax compliance. They sent person-
ally addressed e-mails with different nudges. The intervention significantly
increased declared payroll taxes over a 3-month follow-up period.

Our contribution to the literature is fourfold. First, we add to the knowledge
of wage subsidies. In line with earlier research we find no positive effect of
these subsidies on hiring rates of older workers. Whereas earlier studies point
to unawareness of the subsidy as a reason, we think our research shows that
this might not be the main reason for the lack of impact. Employers that
received a letter which brought this subsidy to their attention, did not hire
more older workers than employers that did not receive such a letter. Second,
there is some indication that smaller firms, for whom the wage subsidy is rel-
atively more profitable, were unaware of the subsidy, as they seem to make
more use of the wage subsidy and hire more older people after they received
the letter (although the effect is only marginally statistical significant after
15 months). There is no discernible effect on large firms. Third, the three
versions of the letter from different behavioural insights resulted in similar
(non) results. Fourth, we add to the field of randomized controlled experi-
ments targeted at firms. Earlier experiments focused on tax payments which
is directly linked to an individual action. In our experiment the employer
receives information that could affect its hiring decision, but this decision is
more complicated and our research shows that even a carefully set-up exper-
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iment might not be the best way to induce employers to hire older workers.

Overall, our findings suggest that nudging employers concerning their hiring
behaviour is more difficult than nudging employers or individuals concerning
their tax payments.

The paper is structured as follows. The institutional setting is discussed in
Section 2. Section 3 describes the behavioural theory and experiment. Sec-
tion 4 introduces the experimental data used for the analysis. The empirical
strategy is explained in section 5. Section 6 shows the descriptive statistics
whereas section 6 highlights the results and section 7 concludes.

2 Institutional Setting

Unemployment among older workers (aged 55 years and above) has been an
important policy topic in the Netherlands in the last decade. The share of
older workers in total unemployment has increased from 10 percent in 2006
to 22 percent in 2016 (CBS, 2017). Moreover, long-term unemployment is
especially high for older workers. In 2016 almost 70 percent of the unem-
ployed 55 years and older has been unemployed for more than a year. For 35-
to 55-year-olds this was 50 percent and for 15- to 35-year-olds it was 20 per-
cent. One of the reasons why hiring older workers is relatively unattractive
for companies, is because they face a higher risk in hiring older people, as
they are more prone to more severe (long-term) sickness. To reduce the cost
of these risks, the Dutch government introduced the wage subsidy for older
unemployed workers. Firms that hire a previously unemployed older person,
are eligible for a discount on the employer contributions for social insurance
(like unemployment and disability insurance). An employer receives a pre-
mium discount of 7,000 euro for full-time employment and less for part-time
employment. The discount can be used for three years, therefore the maxi-
mum discount is 21.000 euro. In comparison, the labour costs of a minimum
wage worker is about 23.000 euro.
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Even though this policy has been present for many years, the use is not as
widespread as intended. Non-take up of this wage subsidy is high (59 percent,
Van der Werff et al., 2021). Van der Werff et al. (2012) shows that for most
regulations that aim at making older employees more attractive for employers
(like the premium discount), there is a problem with awareness. Less than
10 percent of the managers have detailed knowledge of these regulations. For
the premium discount specifically, 40 percent of the managers is unaware of
this regulation and 50 percent is globally familiar with the regulation. In the
interviews with managers, it is confirmed that there exists little awareness of
the premium discount.

3 Behavioural Theory and Experiment

We made use of recent insights from behavioural research in formulating
the messages which are intended to induce employers to make use of wage
subsidies for hiring older unemployed workers. Theoretically, there could be
several reasons for the non-take up of wage subsidies.

1. Companies are unaware of the existence of these instruments or don’t
know that they are entitled to them or think the process is too cum-
bersome.

2. There is awareness of these instruments, but this information is not
passed on to the people within the firm that are responsible for hiring.

3. The information is passed on to the people responsible for hiring, but
they don’t take these possible financial advantages into account when
hiring people. Other behavioral factors, other than just financial fac-
tors, can also play a role. For example social norms also affect the
decision of a firm to hire older workers.

4. Possible financial advantages are taken into account, but the size of
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the financial benefit is not large enough to alter the companies’ hiring
strategies.

Specifically, for the instrument under study (a wage subsidy for unemployed
older people in the Netherlands), Van der Werff et al. (2012) find that there
is indeed a problem of awareness (explanation 1). More than 40 percent of
the managers in the survey had no idea of the existence of this regulation.
Less than 10 percent knew of the regulation in detail.

Different versions of the letter were sent, each referring to a specific possible
incentive for the company. In all letters, we specifically emphasized the
simplicity of applying for the wage subsidy. The versions were each based on
a different principle from the behavioral economic literature.

Behavioral ‘bias’ Communication is, according to the literature, strongly
related to salience: the extent a message stands out (Della Vigna et al.,
2009, Lunn, 2014). Behavioral bias relates to the way a message or incen-
tive is ‘wrapped’. The influence of this bias has been established in many
experiments before. In the behavioral economics literature different aspects
of salience have been studied as a means of influencing the behavior of in-
dividuals. Many of the strategies originate from marketing. Some examples
are:

• A handwritten call-to-action on a post-it makes the response rate in a
survey go up from 19 percent to 35 percent.

• Placing a picture on a message by the tax authority to pay the car
taxes, with the image depicting the car that the person would lose by
not paying the taxes.

Furthermore, the language is of importance. Experiments show that simple
language yields a higher response. An example is also the use of emphatic lan-
guage, short sentences with a very clear call-to-action. For example, putting
“pay now” on the envelope of the tax authorities makes the result of the
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letter go up with 3,1 percentage point. Personalizing messages, i.e. using
names, also has a positive influence on the impact of a message. A personal
addressed message asking to raise funds for charity has been shown to yield
more results (BIT UK, 2013).

Referring to social norms is another effective communication strategy. People
exhibit social behavior if they know that others will do the same (World Bank,
2015). John et al. (2014) mention a non-published study by BIT UK focused
on tax payment by dentists and doctors. In this experiment three type of
letters were sent: a letter with language in the style of Medics Tax Health
Plan, a letter with easier language and a letter with easier language and with
the sentence “97 percent of all the doctors have done their tax declaration
in the past 4 years” added. The control group received a letter that was
sent before. The results show that the simplification of the message had a
strong positive effect. Adding the sentence about the social norm increased
the effect slightly. Hallsworth et al. (2014) show similar results for the social
norm.

Making the financial incentive salient is an important subject of many exper-
iments. The framing of the incentive is important in this regard. A common
result in behavioral economics is that people react stronger to the possibil-
ity of a financial loss than the chance of financial gain, even if the expected
value is equal. People are often susceptible to loss aversion (Kahneman and
Tversky, 1979). Another famous example is the ‘present bias’. Benefits or
costs that are further in the future are often underestimated. Emphasizing
the benefits on the short term can therefore improve the effectiveness of a
message (BIT UK, 2013). Appealing to scarcity and urgency is a similar
strategy. Websites for hotels abundantly use this method, by pointing out
that a specific room is limited in availability or that a similar room has been
booked very recently.

These principles are included in three different letters. After testing the
messages in a sample group of employers, three versions were chosen. The
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Box Base letter

Box Three letter versions

base letter was as follows, see Box ’Base letter’. It explicitly indicates that
applying is easy and included a simple instruction how to do this.

The three versions differed in the text between the square brackets. The text
of the first version was based on the financial advantage principle, the one of
the second version on the loss aversion principle and the one of the third on
the peer norm principle. Box ’Three letter versions’ gives an overview.

The letters were sent by the Ministry of Social Affairs and Employment and
signed by the chairman of one of the boards of the Ministry. Unfortunately,
it was not possible to send personally addressed letters. Letters intended
for big companies (more than 100 employers) were addressed to the head
of HRM and letters for smaller companies (less than 100 employees) were
addressed to the managing director.
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4 Data

4.1 Sample

A power analysis was used to calculate the minimum sample size and duration
of the observation period that were needed in order to detect a 5 percent
effect. This learned us that a minimum observation period of 14 months was
needed. With the help of UWV (Employee Insurance Agency) four separate
samples of 10,000 employers were drawn, three groups that received one of
the letter versions and a control group that did not receive a letter. The
four experiment groups were stratified according to size (10 to 100 employees
and more than 100 employees) and use of the subsidy (companies that were
using it and were not using it at the moment the sample was drawn).1 This
was done because the expected effect of the letters was different for smaller
and big companies and between users and non-users of the deduction. The
information on size and use of the deduction was defined for a reference date
(14 October 2015).

The sample was drawn in two steps.

1. The two groups (user/non-user of employer contribution deduction)
with more than 100 employees were randomly distributed over the four
experiment groups.

2. From the two groups (user/non-user of employer contribution deduc-
tion) with 10 to 100 employees, samples of 37,5 percent were drawn.
Next, the two samples were randomly distributed over the four exper-
iment groups.

The letters were sent at the end of June 2016. We have collected administra-
tive panel data on individual worker level for the period June 2015 (one year

1Companies with less than 10 employees were dropped from the experiment as the
probability they will hire new employees during the experiment period is low.
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Table 1: Descriptive statistics

before the letters were sent) to September 2017 (15 months after the letters
were sent). The data on the period before the letters were sent enable us to
correct for any pre-existing differences between the experiment groups and
(macro)trends. The data included information about the firms where the
individuals are working. This data includes the size of the firm, the use/non-
use of the subsidy and the sector. Table 1 shows that the four experiment
groups are almost identical on these characteristics.
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4.2 Subgroups

Apart from the effect on the total group of employers, we are interested in
three subgroups of companies:

1. companies that hired older workers before the experiment but did not
make use of the wage subsidy

2. companies that did not hire any employees 56 years or older before the
experiment.

The expected effect of the experiment is different for each these subgroups.
We expect the biggest effect on companies that did hire older workers but
were not using the wage subsidy, as they might have been unfamiliar with the
policy or were not using it because they believed the application process to be
cumbersome. Furthermore, we were interested in whether firms that did not
have any employees aged 56 years or older (perhaps because it was regarded
as unprofitable) can be incentivized in hiring older workers by pointing out
the possible financial benefits.

Table 2 gives the size of each of the subgroups and shows that the treatment
and control groups are equally divided within all subgroups.

The subset of small companies consists of almost 80 percent of the total
sample, see Table 3. Furthermore, the subset of companies that did not
hire any employees aged 56 years or older consists almost solely of small
companies. The subset of companies that hired older workers before the
experiment but did not make use of the wage subsidy consists for more than
a quarter of large companies (more than 100 employees).

Outcomes might differ by firm size. We divide the group in firm size and again
table 4 shows that the treatment and control groups are equally divided. The
financial benefit of the wage subsidy will, on average, be larger for smaller
companies compared to the total revenue. Furthermore, our assumption
is that smaller firms will be less aware of all the possible tax benefits like
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Table 2: Experiment groups equally divided in all subgroups of the total
sample

Table 3: Subgroups small and large firms

Table 4: Experiment groups by large and small firms
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Table 5: Differences in hiring of older workers and use of the wage subsidy
between large and small firms

the premium discount. Lastly, smaller firms will have smaller HR teams
on average and therefore, their possibilities of applying for benefits like the
premium discount might be smaller. For these reasons, we expect the effect
of the letters to be bigger for small firms.

The difference in hiring rates between large and small companies is large,
see Table 5. First of all, there is only a small fraction (18 percent) of the
large companies that did not hire any employees aged 56 years or older before
the experiment. In contrast, almost two thirds of the small companies did
not hire any older workers before the experiment. This is not surprising, as
the higher the number of hired workers, in general, the higher the chances
that an older worker is hired. What is less evident, is that among those
companies that did hire older workers, the large companies made significantly
more use of the wage subsidies. More than half of the large companies (59
percent) that hired older workers made use of the wage subsidy. Of the
small companies that hired older workers, only 36 perent made use of the
wage subsidy. These results clearly show that there exist differences between
the use of the wage subsidy between large and small firms, which might be
explained by a difference in awareness of the wage subsidy.
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5 Empirical strategy

In order to assess the effect of the letters we looked at two outcomes:

1. The use of the deduction: the cumulative number of employees hired
with wage subsidy, starting from the month the letters were sent.

2. The employment opportunities of elderly: the total number of hired
employees of 56 years or older, counting from the month the letters
were sent.

Our dataset consists of monthly firm-level panel data from June 2015 to
September 2017. This allows us to assess how the effects of the letters change
over time. More specifically, we estimate:

yit = γPi +
K∑
k=1

βkXi + α + ϵi (1)

Where yit is the outcome variable after t =3,6,9,12 or 15 months for firm i.
The parameter of interest γ is the estimated difference between treatment
and control group. Pi is a dummy variable that equals 1 for firms that
received a letter and 0 for firms that did not receive a letter. Xi is a set of K
firm-level control variables, like firm size and sector. Finally, α is a constant
term and ϵi is the residual.

We start by estimating (1) for the total sample. There are firms that were
eligible for the premium discount but did not make use of it, perhaps because
of a lack of awareness of the possibility. Therefore, we also estimate (1) for
the subset of companies that did hire people of 56 years or older before the
experiment but did not make use of the premium discount. Secondly, there
are also companies that did not hire people of 56 years or older. We also
estimate (1) for these companies. Thirdly, firm size is likely to be related
to the use of premium discount and therefore we also estimated (1) for the
subset of small firms (less than 100 employees)
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Lastly, we are interested in whether effects depend on the message of the
letter, i.e. if there were any differences among the letters. We therefore
estimate the following equation for the total sample,

yit =
3∑

j=0

γjPij +
K∑
k=1

βkXi + α + ϵi (2)

Where Pi0, Pi1, Pi2, Pi3 are dummy variables equaling one if a companies re-
spectively received no letter, the financial advantage letter, the loss aversion
letter or the peer norm letter.

6 Descriptive statistics

In section 2 we showed that the companies that received a letter (treatment
group) and the companies that did not receive a letter (control group) are
comparable in firm characteristics such as the sector, size and use of premium
discount. Figure 1 shows the average cumulated number of hired employees
with premium discount for the companies that did and did not receive a
letter, starting at one year before the letters were sent. The figures shows
that at the month the letters were sent the average cumulated number is
0,2 employee. The monthly hiring rates vary substantially (see Appendix 1).
The figure shows a similar development for the control and treatment group.
However, the figure also shows that the companies that did not receive a
letter hired, on average, slightly more employees with premium discount,
both before and after the letters were sent. For this reason, we include fixed
sector and a variable indicating the cumulative number of employees hired
with premium discount in the year before the letter was sent in our estimate
that control for pre-existing differences in our analyses.

The companies that did not receive a letter also hired slightly more employees
aged 56 years or older on average, both before and after the letters were sent
(Figure 2). This is particularly the case 6 months before and after the letters
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Figure 1: Average cumulated number of hired employees with premium dis-
count, one year before the letters were sent until 15 months after the letters
were sent

were sent (January 2016 and January 2017 respectively). For this reason, we
will also correct for the number of older workers hired in the year before the
letters were sent.

The figures in this section do not point toward an effect of the letters on
either the number of employees hired with premium discount or the number
of older workers hired. There are increases in January 2016 and January 2017
in the number of hired employees 56 years or older both in the treatment and
the control group. This could be due a change in policy where the eligible
age was increased from 50 to 56 years of age. The figures also show that there
are small pre-existing differences in the outcomes between the companies that
received a letter and that did not receive a letter. The next section will give
the regression results, which are corrected for any pre-existing differences
between the treatment and control firms.
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Figure 2: Average cumulated number of hired employees 56 years or older,
one year before the letters were sent until 15 months after the letters were
sent

7 Results

7.1 Main results

Figure 3 shows that the letters had no significant effect on the total number
of employees hired with premium discount for the total set of firms. This is
in line with the descriptive statistics in the previous section.

The previous figure showed that firms that received a letter did not make
significantly more use of the premium discount than the firms that did not
receive a letter. Figure 4 shows that there is a negative but non-significant
effect on the number of hired employees of 56 years or older of the letters.
Again, this is in line with the descriptive statistics in the previous section.
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Figure 3: Effect of the letters on the number of employees with premium
discount

Figure 4: Effect of the letters on the number of employees 56 years or older
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7.2 Subgroup analysis

Firms that hired older people but did not receive premium discount

The main results show that firms that received a letter did not make more
use of the premium discount or employ more people aged 56 years or older. A
possible explanation is that most firms (that received a letter) were already
aware of the premium discount. We therefore estimated (1) for the subset of
firms that did hire older people but did not receive premium discount. This
is the case for 9,997 firms (25 percent) in our total sample. These firms were
eligible for the premium discount but are most likely not aware of it or don’t
apply because they assume the process is complicated.

Figure 5 shows a positive but non-significant effect of the letter over time on
the total hired number of employees with premium discount, for the subset
of firms that did hire people of 56 years or older but did not receive premium
discount.

Figure 5: Effect of the letters on the number of employees with premium
discount for the subset of firms that did hire older workers but did not receive
premium discount before the experiment

Companies who received a letter did not hire significantly more older workers
than companies that did not receive a letter (Figure 6). There is actually a
negative, but non-significant, effect of the letters.
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Figure 6: Effect of the letters on the number of employees 56 years or older
for the subset of firms that did hire older workers but did not receive premium
discount before the experiment

The results above show that there is no effect for the companies that did
hire 56 years or older but did not make use of the premium discount. There
could be several explanations for this. This experiment tackled the awareness
problem.

However, it could still be that the information on the premium discount
was not passed on to the right people in the company. Van der Werff et
al. (2012) interviewed managers and find that most were unaware of the
premium discount. It could also be that the people responsible for hiring
people, do not take into consideration any possible financial benefits when
hiring employees but focus solely on whether people are a good fit for a
position. If that is the case for most companies, it can be questioned whether
instruments like wage subsidies are effective at all. Van der Werff et al. (2012)
asked managers whether their hiring strategy would change if they would be
aware of the premium discount. The answers were mixed. Some managers
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replied that their company was so large, that they did not concern themselves
with financial matters, but that, if they had more information on financial
regulations, they might take it into account when hiring people. A third
explanation could be that financial benefits are taken into account when
hiring people, but that the size of the premium discount is not high enough
to incentivize companies into hiring more older people. One of the managers
that was interviewed by Van der Werff et al. (2012) indeed answered that “a
premium discount of e 7,000 a year is not interesting enough for a company
of 550 employees” but that “it could, however, be different for small firms”.

Firms that did not hire older people We were also interested whether
the letters could incentivize firms that did not hire older workers before the
experiment, into hiring people of 56 years or older. We estimated (1) for
this subset of companies. Figure 7 shows no significant effect on the use of
premium discount for this subsample of companies.

Figure 7: Effect of the letters on the number of employees with premium
discount for the subset of firms that did not hire older workers before the
experiment

There is no significant effect of the letter on the hiring of older workers for
the companies that did not hire older people before the experiment – Figure
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8. This corroborates the finding of a non-significant effect on the use of the
premium discount.

Figure 8: Effect of the letters on the number of employees 56 years or older
for the subset of firms that did not hire older workers before the experiment

The results above show that there is neither an effect on the use of the
premium discount nor on the hiring of older employees for the companies
that did not hire older people before the experiment. There seems to be two
logical explanations. First of all, it could be that these companies mostly
have jobs that are more suited for younger people, i.e. jobs that require
specific skills like computer skills that, in general, are more common for
young people. Secondly, it could be that these companies do have jobs suited
for older people, but the amount of premium discount is not deemed high
enough to compensate for the risk of hiring an older unemployed person. If
that is the case, awareness of the premium discount does not play a role. The
interviews with managers conducted by Van der Werff et al. (2012) do show
that for some companies, the size of the financial benefit is not high enough
to consider a change in their hiring strategy. An alternative explanation
is that awareness fades away after some months. The letter does not urge
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immediate action - in contrast to most other experiments - and might be
forgotten when a vacancy opens.

Small firms (<100 employees) Lastly, it is possible that the effects of
the letters depend on firm size. There are several reasons why firm size
could play a role. First of all, the relative financial benefit of the premium
discount will, on average, be higher for small companies than for bigger
companies. Secondly, awareness of possible beneficial regulations (like the
premium discount) for firms might be higher for bigger firms. Thirdly, bigger
firms will have, on average, a bigger HR team and will have more capacity
to apply for premium discounts. For these reasons, we also estimated (1) for
the subset of small firms (less than 100 employees).

Figure 9 shows a 5%-significant positive effect on the total number of hired
employees with premium discount for the subset of small firms after 15
months.

Figure 9: Effect of the letters on the number of employees with premium
discount for the subset of small firms (<100 employees)
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Figure 10: Effect of the letters on the number of employees 56 years or older
for the subset of small firms (<100 employees)

The effects for the subset of small firms on the number of employees of 56
years or older are similar to the effects on the use of premium discount. There
is positive 5%-significant effect 15 months after the letters were sent (Figure
10).

7.3 Effect by letter type

The results above indicate that the letters seem to be more effective for
smaller companies compared to the total set of companies. The fact that the
effects of the letters on the use of premium discount and the amount of hired
older people is positive for small firms, might be because for small companies
the size of the premium discount is financially attractive. The fact that the
effects are only significant after 15 months might be because there is only a
small subset of the small firms that are incentisized into hiring (more) older
people and applying for premium discount. For the other firms, several of
the earlier mentioned explanations could play a role. Either the financial
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Figure 11: Effect of the letters on the number of employees with premium
discount per letter version

advantage is not high enough, the people responsible for hiring don’t take
into account possible financial benefits or the information on the premium
discount does not reach the people that are responsible for hiring.

Three versions of the letter were sent to companies. Figure 11 shows no
significant difference between the effects of the three letter versions on the
total hired number of employees with premium discount. The effect of the
peer norm letter seems to have a slightly more negative effect compared to,
especially, the loss aversion letter. However, the confidence intervals for the
point estimates of the effect of the separate letter types overlap in all periods.

Figure 12 show that there are no clear differences between the letters in the
effects on the number of employees hired of 56 years or older. The confidence
intervals for the point estimates for the different letters overlap for a large
part in all periods.
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Figure 12: Effect of the letters on the number of employees 56 years or older
per letter version

8 Conclusions

Long-term unemployment rates for older workers remain fairly high (OECD,
2022) and over a long time several public policies have been targeted at
combatting this problem. One of these public policies is a Dutch wage sub-
sidy targeted at unemployed older workers. Theoretically this wage subsidy
reduces labour costs and would make it more attractive to hire them. How-
ever, non-take up of this wage subsidy is high (59 percent, Van der Werff et
al.,2021).

From interviews and earlier behavioural research reasons for non-take up are
unawareness and difficulty applying for the wage subsidy. To circumvent
these problems, the Dutch Ministry of Social Affairs and Employment sent
more than 30,000 carefully constructed letters to employers. To the best of
our knowledge we are the first to exploit a randomly controlled letter exper-
iment to analyse the impact of non-take-up of a public policy instrument.

In our paper, we analyse the impact of this letter experiment on hiring de-
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cision of older workers (56 years and older) in the Netherlands. The letter
experiment uses recent insights from behavourial research in formulating the
messages in the letter. Furthermore, it explicitly explains how to apply for
it.

Although the results show that there is some, but no concluding, proof that
the letters were marginally effective for smaller firms, on average there is no
effect of the letters on take up of the subsidy, nor on the probability of hiring
an older worker. This might indicate that unawareness is not the reason
for the high non-take-up of wage subsidies. Although our experimental set-
up was careful, we do have some suggestions for future research. First, a
personalized letter addressing a person might be more more effective than
addressing a manager. Second, since the letters were on paper, it is harder to
redirect them to people that actually hire employees. Third, as there is time
between moment letter was send and a vacancy opens, there is less sense of
urgency and employers might have forgotten about the letter.

Our contribution to the literature is fourfold. First, we add to the knowledge
of wage subsidies. In line with earlier research we find no positive effect of
these subsidies on hiring rates of older workers. Whereas earlier studies point
to unawareness of the subsidy as a reason, we think our research shows that
this might not be the main reason. Employers that receive a letter which
brought this subsidy to their attention, did not hire more older workers than
employers that did not receive such a letter. Second, there is some indication
that smaller firms, for whom the wage subsidy is relatively more profitable,
were unaware of the subsidy, as they seem to make more use of the wage
subsidy and hire more older people after they received the letter (although
small effect after 15 months). There is no discernible effect on large firms.
Third, the three versions of the letter from different behavioural insights
resulted in similar (non) results. Fourth, we add to the field of randomized
controlled experiments targeted at firms. Earlier experiments focused on tax
payments which is directly linked to an individual action. In our experiment
the employer receives information that could affect its hiring decision, but
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this decision is more complicated and our research shows that even a carefully
set-up experiment might not be the best way to induce employers to hire older
workers.

Overall, our findings suggest that nudging employers concerning their hiring
behaviour is more difficult than nudging employers or individuals concerning
their tax payments.
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10 Appendix A

Figure 13: Monthly hiring rates with premium discount

Figure 14: Monthly hiring rates
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11 Appendix B: Full regression results

Table 6: Results for the cumulative number of hired employees with premium
discount since the month the letters were sent, full sample
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Table 7: Results for the cumulative number of hired employees of 56 years
or older since the month the letters were sent, full sample
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Table 8: Results for the cumulative number of hired employees with premium
discount since the month the letters were sent, firms that hired older people
but did not receive premium discount
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Table 9: Results for the cumulative number of hired employees of 56 years
or older since the month the letters were sent, firms that hired older people
but did not receive premium discount
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Table 10: Results for the cumulative number of hired employees with pre-
mium discount since the month the letters were sent, firms that did not hire
older people
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Table 11: Results for the cumulative number of hired employees of 56 years
or older since the month the letters were sent, firms that did not hire older
people
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Table 12: Results for the cumulative number of hired employees with pre-
mium discount since the month the letters were sent, small firms (less than
100 employees)
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Table 13: Results for the cumulative number of hired employees of 56 years
or older since the month the letters were sent. small firms (less than 100
employees)
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Table 14: Results for the cumulative number of hired employees with pre-
mium discount since the month the letters were sent, small firms (less than
100 employees)
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Table 15: Results for the cumulative number of hired employees of 56 years
or older since the month the letters were sent. small firms (less than 100
employees)
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