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13The concept of fixed effect in this model is thus in relative
terms.

Lhrp wage change equations it is common to include the change in
experience and schooling on the right-hand side. In our case we find
that inapproprigte because both variables are endogenous; the choice
beween participation and nonparticipation implies a choice between dif-
ferent changes in experience and schooling.

Note that there is mo identification requirement on X and Z.

167he lambda variables in these equations and those in Table 2 are
all significant at the 10 percent level.

17pnother source of imprecision in the model may lie in our not
having any variables in the selection equation that can be reasonably
excluded from the earnings equation.

18ye assume v = 0 for illustration.

19Such would occur in any case, of course, since v ranges to minus
infinity. But clearly a negative mean cost results in more participaﬁts
with negative wage gains than would be the case if costs were positive.

205ych a specification would lead to a disequilibrium model of par-
ticipation (Moffitt, 1981). The bivariate probit model with partial

observability would be applicable (Poirier, 1980).
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Appendix A
Evaluation of the Likelihood Function
The log likelihood function is:

L =X log(P + I log(P
1 108(Py) + T 1og(Ry)

where ;

)
[

Prodb (Ei + u, = Yi - XiB - ZiG, u, - v, > Win - ZiS)

o
1}

Prob (ei = Yi - XiB, LY < Win - Zid)

Letting f be the unit normal density function and F the cumulative normal
distribution function, the two probabilities can be factored into a con-

ditional univariate c.d.f. and a marginal univariate p.d.f.:

Py =[1 - F(x)] £(z))/0,

Py = F(r,) £(z3)/0,

where

Pef = cef/(°e0f>

pef = Oef/(cscf)

(Y, - X8 - 2,8)/0

z, (Win - Ziﬁ)/cf

W,n - ZiB)/c€
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Appendix A (cont.)

(zy = 020/ (1 - pefz)l/2

1
(25 = pog2g)/(L = p DT
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Appendix B

Sample Characteristics®

Participants NonParticipants
Number in the sample 87 . 2014
Log wage after
training (1981) 3.502 3.561
Change in log wages,
1974 to 1981 .895 ' .790
Age (1981) 35.45 ' 42.07
Years of schooling _
before training (1974) 9.55 . 10.18
Years of work experience
before training (1974) 9.18 14.95
Fraction of women 44 a4

aSample includes only those with wges in both 1974 and 1980, a subset of
the full sample.



