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Neighborhood effects and employment  
outcomes: Empirical evidence from French 
priority neighborhoods1

Oana Calavrezo*, Florent Sari**

In this work, we analyze the effects of living in a French priority 
neighborhood on access to employment for young people leaving school 
in 2004. We also test the existence of “priority neighborhood label” 
effects as we consider that the “label” of a priority neighborhood may 
influence in a negative way employers’ decision of recruiting young 
people. Firstly, we show that living in a priority neighborhood has 
negative effects for young people with regards to employment access 
and the quality of the employment found: residing in a priority 
neighborhood decreases by 10 percentage points the fact of being 
employed three years after leaving school. Also, we emphasize that living 
in priority neighborhoods increases the feeling of territorial 
discrimination for young people. Secondly, we show that having the 
“priority neighborhood label” may be a source for inhabitants of poor 
labor market outcomes. These results partially prove the existence of 
territorial discrimination. 
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En este trabajo estudiamos los efectos que puede tener sobre el acceso al 
empleo de los jóvenes recién salidos de la escuela, vivir en un “barrio 
prioritario” de Francia. En concreto, nuestra estimación toma los datos 
para el año 2004. Testamos también si la etiqueta de “barrio prioritario” 
afecta, como nosotros consideramos, de manera negativa a la decisión 
de los empleadores de contratar a gente  joven. En primer lugar, los 
resultados nos muestran que, ser vecino de un “barrio prioritario”, tiene 
efectos negativos sobre el acceso al primer empleo, así como también 
sobre la calidad del mismo, pues disminuye en un 10% la posibilidad de 
encontrar un empleo 3 años después de haber dejado la escuela. 
Hacemos hincapié también en el hecho de que vivir en un “barrio 
prioritario” incrementa el sentimiento de discriminación para la gente 
joven. En segundo lugar, nuestro trabajo revela que la existencia de estas 
zonas prioritarias puede ser una fuente de empleo para los ciudadanos 
de los mercados  laborales pobres de fuera. Así, pues, estamos, 
parcialmente, ante la existencia de discriminación territorial.

1. Introduction
The place of residence is an important feature that contributes to the 
increase of socio-economic inequalities between individuals. In the 1990s, 
a French urban policy measure was implemented in order to fight against 
unemployment, poverty and exclusion for residents of deprived areas: 
the “Pacte de Relance pour la Ville”. Thereby, three categories of priority 
neighborhoods were highlighted: sensitive urban areas (“Zones Urbaines 
Sensibles” - ZUS), urban renewal areas (“Zones de Redynamisation 
Urbaine” - ZRU) and urban tax free zones (“Zones Franches Urbaines” 
- ZFU). French authorities decide on qualitative criteria which 
neighborhoods have the sensitive urban area “label” (ZUS); 751 areas 
are in this case (see Appendix 1 for more details between the different 
priority neighborhoods). In general, ZUS areas are characterized by an 
important number of residential buildings and a pronounced imbalance 
between housing and employment. This category of priority neighborhoods 
is defined by the government to be the primary target of the urban policy 
intervention. Among ZUS areas, ZRU and ZFU areas are identified 
according to a synthetic indicator which is representative of their 
economic and social difficulties. The indicator takes into account the 
local unemployment rate, the proportion of young people, the proportion 
of individuals without a diploma and the fiscal potential of the 
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municipality2. Even if this indicator helped choosing 90% of the ZRU 
areas, qualitative criteria are not entirely excluded. 416 ZRU areas were 
finally emphasized. As for ZFU areas, they are chosen among ZRU areas 
with more than 10 000 inhabitants and having the highest values for 
the synthetic indicator (100 ZFU areas exist in France).

These three categories of neighborhoods are different in terms of their 
socio-economic composition and urban difficulties. Therefore, the 
government and the local authorities have developed appropriate urban 
renewal and social cohesion programs in relation with several topics such 
as education, access to employment or integration. Social programs and 
urban revitalization projects are mostly focused on the first two categories 
of neighborhoods (ZUS and ZRU areas) as the third category of priority 
neighborhoods (ZFU areas) is defined only for the specific implementation 
of the enterprise zone programs3. Maintaining, developing and setting 
up of small and medium enterprises are encouraged, through incentives 
to invest, hire, locate or relocate in the targeted neighborhoods.

In this work, propensity score matching methods (Rubin, 1974; 
Rosenbaum and Rubin, 1983) are used to analyze neighborhood effects on 
access to employment and on the quality of the employment found for 
young people leaving school. Neighborhoods effects are identified by the 
location of young people in one of the three types of priority neighborhoods 
described above. Thereafter, among the different mechanisms of 
neighborhood effects we want to test the existence of territorial 
discrimination. More precisely, we want to verify the existence of “priority 
neighborhood label” effects as we consider that this “label” may send 
negative signals to employers and becomes a source of discrimination. In 
order to study this effect, we compare labor market outcomes of young 
people living in priority neighborhoods to those inhabiting in neighborhoods 
with similar characteristics and without the “label”. 

Firstly, our results show that living in a priority neighborhood has 
negative effects for young people with regards to employment access and 
on the quality of the employment found: residing in a priority neighborhood 
decreases by 10 percentage points the fact of being employed three years 

2 This indicator is constructed as follows: Synthetic indicator = [(unemployment rate) X 

(% of individuals under 25 years old) X (% of individuals without a diploma) X (total 

population)] /(fiscal potential of the municipality).
3 Enterprise zone programs are policies that consist in providing tax incentives and exemp-

tions from regulations to specific areas.
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after leaving school. Also, we emphasize that living in priority neighborhoods 
increases the feeling of residential discrimination for young people. 
Secondly, we show that having the “priority neighborhood label”, for 
neighborhoods with similar characteristics, may be a source of poorer 
labor market outcomes for inhabitants. These results partially prove the 
existence of territorial discrimination.

The paper is structured as follows: the second section presents a brief 
review of literature. The third section describes the data, the variables of 
interest and the econometric methodology. The fourth section presents 
some stylized facts and the results of our estimations. Finally, the fifth 
section concludes the analysis.

2. Literature review

2.1. Analyzing the impact of living in priority neighborhoods on labor 
market outcomes in France
In France, several studies have analyzed the impact of the implementation 
of ZUS areas. They can be divided in two categories: those which analyzed 
the impact of living in a ZUS area on the labor supply and those which 
study the impact of this type of area on the labor demand. 

In the first category of articles, authors generally assess the potential 
consequences of living in a poor neighborhood on the access to employment, 
unemployment duration or the effects on the level of the first salary. Thus, 
Choffel and Delattre (2003) have shown, on the TDE (Trajectoire des 
demandeurs d’emplois or job seekers trajectory) survey, that living in a priority 
neighborhood may be an obstacle for job search, as it tends to increase 
unemployment duration. With the Generation 1998 survey, Couppié and 
Gasquet (2007) analyze the effects of the choice of living in a ZUS area on 
the professional integration of young people who completed their studies 
and have acquired their residential autonomy. They show that young people 
living in ZUS areas are, all other things being equal, less likely to find a 
permanent contract. This negative effect disappears when young people 
have left this type of neighborhood. By using the same survey, Couppié et 
al. (2010) analyze the wage gap between young people living in ZUS areas 
and those who do not live in such a neighborhood. Their results show that, 
besides the fact that the inhabitants of ZUS areas have more difficulties in 
accessing the most skilled jobs, they also receive lower wages than young 
people living in other neighborhoods. Finally, Gobillon et al. (2012) use the 
FHS (historical file of job applicants) of the French National Agency for 
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Employment to analyze the impact of the enterprise zone program (ZFU) 
on unemployment. The authors find that this specific zoning has a small 
but significant effect, in the short term, on the unemployment duration. 

Analyzing the negative impact of being a resident in a ZUS area may 
appear a priori surprising since the initial goal of this urban policy 
intervention is to develop jobs in these specific neighborhoods. One might 
expect that the existence of this type of area produces potentially positive 
effects. This is the idea that guides the second category of studies that 
want to highlight the effects of the implementation of ZUS areas on labor 
demand. More precisely, the objective is to examine the effects of the 
specific advantages of these areas on job creation or job destruction. For 
example, Rathelot and Sillard (2009), using the DADS data base (annual 
declaration of social data), analyze the effects of the exemption of 
employer’s social security contributions in ZFU areas on employment and 
enterprise creation. They show that the ZRU areas, that have been classified 
ZFU areas, are experiencing a significant and positive impact on job 
creation and enterprise creation.

2.2. Neighborhood effects in urban economic
Although the creation of the “priority neighborhood label” seems to have 
positive effects on labor demand and job creation, it also appears that 
living in a neighborhood defined as deprived produces negative externalities 
for individuals. The literature in urban economics names as “neighborhood 
effects” the fact that a neighborhood may have an impact on individuals’ 
behavior4. Different mechanisms have been put forward to explain how 
the place of residence could impact on the behavior and the performance 
of individuals on the labor market.

One of these mechanisms is based on the fact that living in a deprived 
neighborhood can be a hindrance to human capital acquisition. For 
example, the success of a given student depends on the socio-economic 
characteristics of all other students in his or her class. If the characteristics 
are low, then the concentration of low-skill learners exerts a negative 
pressure on the learning process of the student (Bénabou, 1993). Thus, 
in neighborhoods that concentrate low-ability students, human capital 
externalities can deteriorate school achievement and employability.

4 Neighborhood effects may be studied in relationship with school achievement for chil-

dren, access to employment for working people but also delinquency (for more details, 

see the literature review of Ginther et al. (2000) or Dietz (2002)).
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A second consequence is that segregated or deprived neighborhoods 
are often exposed to the emergence of social problems that can deteriorate 
the job seekers’ employability. In 1991, Crane develops the epidemic theory 
of ghettos. His theory shows that the propensity of young people to adopt 
a given behavior is strongly correlated with the proportion of individuals 
already showing this behavior. For unemployed individuals, this 
phenomenon is also verified. When most adults in a neighborhood are 
unemployed, it does not motivate young people to search for a job. These 
fragile populations do not provide role models of social success and so 
they do not motivate others to find a job.

Another mechanism is based on the fact that an important proportion 
of jobs are usually found through personal networks. Low-skilled workers, 
young adults and ethnic minorities, generally resort to these search 
methods (Holzer, 1988; Reingold, 1999). If job seekers live in neighborhoods 
where local unemployment rates are higher than the average, the probability 
of having contacts in unemployment will be very high, so they will not 
rely on their “social networks”. An individual that lives in a deprived 
neighborhood will be confronted with a social network of poor quality.

Other mechanisms are based on potential discriminatory practices on 
the labor market and are related to the stigma of a neighborhood. Living in 
a deprived neighborhood may reduce the chances of finding a job for an 
individual, because of the discriminatory behavior of some employers. They 
may be reluctant to hire individuals from some areas because they believe 
they have bad work habits or are more likely to be delinquents. Discrimination 
observed in this case can be compared with statistical discrimination (Arrow, 
1972; Phelps, 1972). Statistical discrimination occurs when the economic 
characteristics of candidates (such as productivity) are unknown, but the 
employer believes that they are correlated with non-economic characteristics 
specific to a particular group. The asymmetry of information between the 
candidate and the recruiter creates an adverse selection problem. To limit 
this risk, the recruiter uses the available information which may be a signal 
sent by the applicant voluntarily or not and/or reputation. We can find 
both types of processes for individuals who live in neighborhoods with a 
“priority neighborhood label”. Finally, territorial discrimination is observed 
when job seekers living in these areas are discriminated because of the 
stigma associated with their location. It remains possible that this 
discrimination is not statistical discrimination. This can also be a simple 
taste for discrimination (Becker, 1957). Territorial discrimination may result, 
in this case, of a subjective hostility of employers regarding life styles, social 
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practices of people in some neighborhoods. This taste for discrimination is 
sometimes specific and sometimes imposed to the employer (either implicitly 
or explicitly) by his/her potential customers5.

3. Data, variables and econometric strategy

3.1. Data

3.1.1. The Generation 2004 survey
We use the Generation 2004 survey developed by the Cereq

6. It contains 
33 655 young people who completed training in 2004 at all levels of 
education. Individuals are followed during the first three years of their 
working lives. In France, in 2004, 737 000 young people left school for 
the first time. The main purpose of this survey is to study the early years 
of life after leaving school. It provides information on the education 
background of young people, their situations on the labor market since 
2004, but also on their geographical and social origins. The interest of 
the survey is that it permits a longitudinal approach for studying the 
integration on the labor market. The survey is based on a professional 
calendar. The individual’s career is divided into sequences of variable 
length. The type of the episode corresponds to the situation of the 
individual on the labor market: employment, unemployment, inactivity, 
training, return to school or national service. 

In this survey, we also have information on the residential location of 
young people. The information is available for individuals when they leave 
school and every time they are questioned. Thus, we can identify if an 
individual lives in a ZUS area. We also have information on the Iris code7 
of his or her residential location. For the Generation 2004 survey, used 
in this work, 95.8% of the addresses of individuals at the time of survey 
and 94% of their addresses at the end of their studies were geocoded. 

5 We can not distinguish between these two levels of discrimination in our analysis.
6 The Cereq is a public body working under the aegis of both the Ministry for National 

Education, Youth and Associative Life and the Ministry for Labor, Employment and 

Health.
7 We use the Iris code as a proxy of the neighborhood. An Iris may be a municipality or 

a subdivision of a municipality if the latter has more than 10 000 inhabitants. The 

Iris code represents homogeneous spatial subdivisions in terms of housing and popu-

lation (on average, 2 344 inhabitants).
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92.6% of young people have their two addresses geocoded. For some young 
people, there were some errors relating to the Iris code. The final sample 
contains 27 572 individuals with a coherent Iris.

3.1.2. The 1999 population census
We then matched the Generation 2004 survey with the 1999 population 
census by the Iris code. The 1999 population census was conducted by the 
insee (the French national institute of statistical and economic information). 
However, when the Iris code is not available, individuals are removed from 
the analysis. The population census is an exhaustive dataset giving 
information on all the Iris codes. It provides statistics on the types of 
housing, on the housing conditions, types of households, residents as well 
as a number of their socio-economic characteristics (gender, age, qualification, 
employment status, occupational status etc.).

From this dataset, we construct indicators for the neighborhood of 
residence (according to each Iris code) that are used to construct a 
synthetic indicator providing information on the “quality” of the 
neighborhood. Appendix 2 gives details of the variables retained and 
presents some descriptive statistics. 

3.1.3. Additional administrative data on neighbourhoods
The Generation 2004 survey provides only information on the fact that 
the individual lives or not in a neighborhood defined as a ZUS area. We 
use data from the French General Secretariat of the Inter-ministerial 
Committee for the City (SG-CIV) to identify among the various ZUS areas 
which were classified as ZRU areas and which were classified as ZFU areas. 
In the Generation 2004 survey, 544 different ZUS areas are covered. 
Within these ZUS areas, 44.3% were classified as ZRU areas and within 
these ZRU areas, 38.6% were classified as ZFU areas. Distinguishing 
different types of ZUS areas is a way to capture the degree of difficulty of 
the residence place for young people.

3.2. Variables

3.2.1. Dependent variables
We retain various indicators of labor market performance. We consider 
first if the individual is employed in 2007 (three years after leaving school). 
The variable “Being in employment” is then equal to 1 if the individual 
is employed in 2007 and 0 otherwise. We introduce the variable “Time to 
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first employment” that measures the number of months required for an 
individual to find a first employment. To measure the quality of jobs 
found, we introduce two other indicators: “Permanent contract”, which 
takes the value 1 if the individual has obtained a permanent contract and 
0 otherwise; “full-time contract” that takes the value 1 if the individual 
has obtained a full-time employment and 0 otherwise.

In addition to measuring the effect of living in ZUS areas on the access 
to employment, we want to check if inhabitants of ZUS areas suffer from 
a potential territorial discrimination in their job search process or not. 
The survey permits to identify if young people think they have faced or 
not discrimination in their job search process because of their place of 
residence. The variable “Discrimination feeling” takes the value 1 if the 
individual claims to have felt discrimination because of his/her residential 
location and 0 otherwise. Thus, we can see if the fact of living in a ZUS 
area increases the risk of experiencing a territorial discrimination or if it 
increases the feeling of having experienced a discrimination relating to 
the place of residence.

3.2.2. Main explanatory variable
We consider as inhabitants of a ZUS area all individuals who live in this 
type of neighborhood at the moment they leave school and who are still 
living in a ZUS area at the time of the survey. We exclude from the 
analysis individuals who lived in a ZUS area in 2004 (when they left 
school) but not in 2007 (at the time of the survey). We also exclude 
those who did not live in a ZUS area in 2004 but lived in such area three 
years later. We make this choice because it is likely that an individual 
who lived initially in a ZUS area has changed his/her residence after 
2004. The fact that the young people has no longer the “ZUS label” may 
be favorable for his/her integration on the labor market and hides the 
potentially negative effect of living in this type of neighborhood. Finally, 
we compare individuals living in ZUS areas over the period (2004-2007) 
to individuals who have not resided in such neighborhoods during this 
period of time8. 

8 The latter group may include individuals who have moved away between 2004 and 2007 

or not, but who did not live in a ZUS area. We decide not to restrict our analysis on a 

subsample of young people who did not move away between 2004 and 2007, as it tends 

to decrease dramatically our sample. The sample size decreases from 27 572 individu-

als to 7 970 individuals.
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3.2.3. Other explanatory variables
We retain a number of control variables describing the individuals’ socio-
economic characteristics: sex, age, qualification level (Vocational diploma, 
high school diploma, second year university diploma etc.). We retain the 
variables of work experience: if the individual had a regular job when he/
she was at school or not (an employment with at least 8 hours per week 
during his/her studies) or if the individual had one or more summer jobs 
or odd jobs while studying.

We include variables relating to parents’ characteristics: parents’ 
nationality (French or foreign), employment status and their occupational 
status (workers, employees, intermediate professions etc.). We include 
variables concerning the household: whether the individual lives with 
his/her parents or not, whether he or she lives with a partner or not and 
the number of children. We also add variables concerning the region of 
residence in order to control for a potential unobserved heterogeneity due, 
for example, to public policies that may be different from one region to 
another9.

3.3. Evaluate the effect of living in a priority neighbourhood
We remind that our principal objective is to test the effect of living in a 
priority neighborhood on access to employment, for young school leavers, 
in order to highlight the role of neighborhood effects. However, observable 
and/or unobservable characteristics can affect the decision to live in a 
priority neighborhood area as well as the access to employment. A probable 
self-selection of individuals in space may bias the analysis. To take into 
account the selection bias on observable characteristics, we use propensity 
score matching methods (Rubin, 1974; Rosenbaum and Rubin, 1983). 
In a paper analyzing effects of neighborhood poverty on dropping out and 
teenage pregnancy, Harding (2003) shows that propensity score matching 
offers advantages over more traditional regression techniques. According 
to him, matching estimators are nonparametric, generally more efficient, 
largely avoid problems of multicollinearity and ensure that treatment and 
control cases are reasonable comparisons. However, none of these 
advantages directly deal with selection bias on unobservables. For this 
principal reason, researchers generally use instrumental variables 
techniques (Cutler and Glaeser, 1997; Liebman et al., 2004; Andersson et 

9 For Spain, Viñuela et al. (2010) control for the local context by analyzing how the urban 

size and the distance to large metropolis affect the probability of being employed
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al., 2007), fixed effect models based on longitudinal data (Weinberg et 
al., 2004) or sibling fixed-effects models (Aaranson, 1998; Vartanian and 
Buck, 2005) that permit to control for this bias. In order to take into 
account the limit of our econometric strategy, we develop further a method 
that assesses the sensitivity of results to the presence of an unobserved 
covariate. It is used in order to examine how results change given various 
assumptions about the magnitude of selection bias.

3.3.1. Description of the process
Our idea is to compare the effects of living in a priority neighborhood on 
the performance of two groups of young people, all other things being 
equal. If we take the example of a ZUS area, individuals either residing in 
a neighborhood considered as a ZUS area (treated individuals) or, 
conversely, in a neighborhood not considered as a ZUS area (untreated 
individuals or controls).

We note Ti the place of residence of a given individual, with Ti = 1 if 
individuals live in a ZUS area and Ti = 0 otherwise. We have “treated” 
individuals (Ti = 1) and “untreated” individuals (Ti = 0).

Yi represents the outcome variable which is the access to employment 
(being in employment, for example) and the effect of living in a ZUS area 
may be written as:

Ri = Yi(1) – Ti (0)

As we can not observe the same individual facing the two treatment 
situations, we measure the average treatment effect on the treated 
population (in our case it is the population that lives in ZUS areas) that 
we note:

R1 = E[Y(1) – Y(0)|T=1] = E[Y(1)|T=1] – E[Y(0)|T=1] 

The second part of equation can not be observed. To measure the average 
treatment effect on the treated population, it is necessary to assume the 
fact that: E[Y(0)|T=1] – E[Y(0)|T=0] = E[Y(0)], which is equivalent to 
assuming that whatever the neighborhood where the people reside, the 
behavior on the labor market remains the same. We then have:

R1 = E[Y(1)|T=1] – E[Y(0)|T=0] 
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In addition, if “treated” and “untreated” individuals have different 
characteristics and if these characteristics influence Yi, estimation results 
of the average treatment effect may be biased. It is then necessary to correct 
this bias by controlling for differences in observable characteristics (X). 
The treatment is considered to be randomly distributed “conditionally to 
observable characteristics”.

Y(1), Y(0) ⊥ T|X

When the number of these features is important, it is difficult to match 
on all of these characteristics. One solution is the propensity score 
matching p(X), which is defined as the probability that an individual with 
characteristics X to be treated (p(X)=Pr(T=1|X)). Then we can write:

Y(1), Y(0) ⊥ T|p(X)

The causal effect is evaluated as follows:

R1 = E p(X)(E[Y(1)|T=1, p(X)] = E[Y(0)|T=0, p(X)]|T=1)

However, it is necessary that there is a common interval for both 
distributions of the propensity score between the two groups. This is the 
condition of “common support”:

0 < p(X) < 1

Concretely, we calculate the probability of living in a ZUS area, with a 
logit model. We include a large number of variables that may explain the 
residential location choice. Individuals will be comparable if they are close 
in terms of the estimated probability of access to treatment. If we compare 
twins of individuals whose observable characteristics are as close as 
possible, but with the only difference that some are treated and others 
are not (ie individuals live in ZUS areas or not), it becomes possible to 
determine the effect of the treatment on employment outcomes.

This econometric strategy is adapted to our research question. Depending 
on the nature of outcome variables (binary variable, duration variable, 
continuous variable), alternative econometric methods could have been 
implemented (simple logit/probit models, duration models, ordinary least 
square regressions etc.). Propensity score matching techniques are more 
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advantageous as they permit to control for a selection bias. By applying 
it, we study the difference of labor market outcomes between treated and 
untreated young people having exactly the same observable characteristics 
except for their place of residence. When using these techniques, there 
could be an uncertainty about treatment’s estimated “pure effect”; there 
could be some omitted variables explaining the fact of living or not in 
ZUS areas and in this case, the estimated effect could not be exclusively 
attributed to ZUS areas. Since we control for a high number of observable 
characteristics, differences measured between the two groups of young 
people are likely to be explained by the treatment effect. Furthermore, 
sensitivity analysis shows that our results are robust even when taking 
into account the problem of unobservable characteristics. This confirms 
the interest of using here propensity score matching methods.

3.3.2. Implementation of propensity score matching methods
Propensity score matching methods are two-stage methods. After estimating 
the propensity score for treated and counterfactuals, using a logit model, 
we proceed to an estimate by selective matching. Several matching methods 
are proposed in the literature for the match between treated and untreated. 
We retain the matching procedure with a kernel function (Kernel Matching). 
The kernel estimator is a nonparametric estimator that uses the weighted 
average of all individuals in the control group to construct counterfactuals. 
The weight of each individual in the control group depends on the distance 
between his/her propensity score and the one of the treated individual 
concerned.

The application of this method requires the choice of a kernel function 
and a window of estimation. We use the Epanechnikov function even if 
DiNardino and Tobias (2001) have shown that the choice of the kernel 
function has little impact on results. The choice of the estimation window 
has a greater influence on the performance of the estimator since it 
introduces a trade-off between variance and bias. We modify the values 
of the window to check the sensitivity of our results. Whatever the value, 
we find a negative and significant effect of living in a ZUS area on the 
probability of access to employment (-7.10 percentage points for a value 
of 0.01 up to -11.46 percentage points for a value of 0.3). For this reason, 
we use a value of 0.06 for the estimation window, which represents a good 
compromise between bias and variance.
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5. Results

5.1. Descriptive statistics
The second column of table 1 contains the distribution of a set of individual 
characteristics for the overall sample. In the third column we present the 
results for young people living in ZUS areas in 2004. The fourth column 
contains the results for young people living in ZRU areas and finally, the 
fifth column shows the results for individuals living in a ZFU area.

Women are slightly under-represented among individuals living in 
ZUS/ZRU/ZFU areas. Individuals residing in a ZUS, in a ZRU or a ZFU 
area are significantly younger than those in the global sample. Non-
graduates are over-represented among young people living in priority 
neighborhoods. For example, almost 33% of young people living in a ZUS 
area have no qualification against nearly 14% for the global sample. This 
percentage is even higher for individuals living in a ZRU or a ZFU area. 
The proportion of young people with a vocational diploma is significantly 
higher in a ZUS area than elsewhere. This descriptive analysis does not 
permit to see if failure in school achievement is due to the fact that young 
people live in deprived neighborhoods or because of their own 
characteristics. 

Concerning the experience of young people during their studies, the 
results are different depending on variables which are considered. For 
example, the fact of not having a regular job when the individual was in 
school is a characteristic slightly under-represented among young people 
in ZUS/ZRU/ZFU areas: 74% of young people in a ZUS area in 2004 have 
not been employed regularly during their studies against 87% on the global 
sample. The fact that individuals did not have odd jobs when they were 
in school is quite significantly over represented among young people in 
deprived neighborhoods. We can imagine that young people in ZUS areas 
have more often than other individuals regular jobs because of family 
financial difficulties or because they pay for their education. The summer 
odd jobs, less restrictive, seem to be reserved to young people not living 
in ZUS areas. Indeed, this kind of professional experience is often associated 
to jobs in firms of parents.

The situation in the household varies greatly according on whether or 
not the individual is located in a ZUS area. The proportion of young people 
living with their parents is significantly higher for those living in ZUS 
areas than for those in the global sample (76% against 42% respectively). 
In ZUS areas, young people living outside the parental home, alone or 
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with a partner, are under-represented in comparison with individuals on 
the global sample. It is likely that young people living in ZUS areas do not 
have parental financial assistance or sufficient incomes to be able to leave 
home and get their own residence.

Parents’ characteristics may also distinguish the individuals according 
to their place of residence. Parents’ nationality clearly plays this role: 
young people with French parents are under-represented among young 
people living in ZUS/ZRU/ZFU areas. For example, 50% of young people 
living in ZFU areas have a French father against 91% for young people in 
the global sample. We observe that parents’ occupational status is strong-
ly linked to the place of residence. For example, having a father who is a 
blue-collar worker is over-represented among young people in ZUS/ZRU/
ZFU areas. It suggests that the well-off households probably tend to avoid 
these types of neighborhoods. We also observe that 61% of young people 
in ZUS areas have a father who works against 81% for individuals in the 
global sample and 41% of them have a mother in employment compared 
to 68% for individuals in the global sample. Young people living in ZUS 
areas having inactive parents are over-represented.

Table 1: Descriptive statistics by residence place

Variable
Global 
sample

Living 
in a 

ZUS area

Living 
in a 

ZRU area

Living 
in a 

ZFU area

Woman 48,4 40,2 37,5 37,2

Age in 2004 (mean) 21,7 20,7 20,3 20,3

Education level     

No diploma 13,5 32,8 34,1 34,5

Vocational diploma 19,6 24,1 26,6 26,4

High school diploma 23,8 22,3 22,1 21,6

Diploma taken after 2 years of study 1,7 1,1 0,8 0,9

2-year technical degree 18,1 7,9 7,2 7,2

Bachelor’s degree 6,6 4,1 4,1 3,9

Fourth year university diploma 4 2,4 2,3 2,4

Masters’ degree 7,8 3 2,2 2,4

PhD 4,9 2,3 0,7 0,6
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Previous experience: regular jobs    

Several 2,4 2,7 2,8 2,1

One 11,1 12,9 12,5 12,3

No regular job 86,5 74,2 73,8 75,4

Previous experience: odd jobs

Several (>3 per year) 22,5 15,3 15,3 12,9

Sometimes (≤3 per year) 43,2 35,9 34,8 34,2

Never 34,3 48,7 49,8 52,8

Situation in the household     

Lives with his/her parents 42,4 75,9 81,7 84,1

Lives in cohabitation 37,2 13,9 11,1 11,4

Lives alone 20,4 10,2 7,2 4,5

Number of children     

0 89 90,7 92,4 91,9

1 8,8 7,2 6,2 6,9

2 1,9 1,7 1,1 0,6

3 and more 0,4 0,4 0,2 0,6

French father 90,8 56,3 53,2 49,8

French mother 91,6 57,9 55,3 52,5

Father’s occupational status     

Blue-collar worker 27,6 45,2 49,9 49,5

Employee 21,5 22,3 22,9 21,6

Intermediate profession 9,2 5,1 4,3 3,9

Executive 20,3 6,3 4,5 4,8

Self-employed 10 5,4 5,3 5,4

Farmer 3,4 0,3 0,4 0,2

Do not know 8 15,5 13,4 14,7

Mother’s occupational status     

Blue-collar worker 15,7 13,4 13,8 13,8

Employee 49,1 40,8 37,1 34,8

Intermediate profession 4,6 5,1 4,3 3,9

Executive 12 4,2 2,7 3,6

Self-employed 3,5 1,5 1,2 1,2

Farmer 2,1 0,4 0,4 0,3

Do not know 12,9 37,2 42,8 45,1
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Father’s situation on the labor market    

Employment 80,6 61,5 62,3 61,3

Unemployment 2,6 7,1 7,9 6,6

Inactive 9,7 18,8 19,2 21,9

Other situation 7,1 12,6 10,4 10,2

Mother’s situation on the labor market    

Employment 68,1 41,2 37,7 33,3

Unemployment 2,5 3,9 3,2 3

Inactive 26,1 50,9 55,4 60,9

Other situation 3,3 4,1 3,7 2,7

Outcome variable (in 2007)     

Being in employment 80,5 62,2 60,7 60,4

Time to first job (in months) 3,5 6,1 6,2 6,4

Discrimination feeling 1,9 11,6 14,1 15,6

Permanent contract 29,1 18,8 16,4 15

Full-time contract 65,5 46,7 46,2 44,2

Observations 27 572 1 166 738 333

Source: 2004 Generation survey (Cereq). 

Note: Table 1 gives the percentages for each variable according to the neighborhood type.

Three years after leaving school, individuals located in “non-priority 
neighbourhoods” are more often in employment in comparison with 
those in ZUS/ZRU/ZFU areas. They represent more than 80% of the 
total population against about 60% for individuals in ZUS/ZRU/ZFU 
neighborhoods. The time required before finding a job is two times lon-
ger for young individuals in “priority neighborhoods”. The type of con-
tract gives also indications on residence inequalities. The proportion of 
individuals who find full-time or permanent contracts is lower for indi-
viduals living in ZUS areas. The feeling of discrimination relating to the 
place of residence is very pronounced for the people in ZUS areas. It is 
about ten times higher than for young people in the global sample (11.6% 
against 1.9%).
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4.2. The effects of living in priority neighborhoods on employment 
outcomes

4.2.1. The determinants of living in a priority neighborhood
The table 2 gives the estimation results of three simple logit models explain-
ing the probability that a young people lives in a ZUS/ZRU/ZFU area 
during the period 2004-2007 (model 1, 2 and 3 explain the probability of 
living in a ZUS area, in a ZRU area and in a ZFU area, respectively). This 
table corresponds to the results of the first stage of the propensity score 
matching models.

In model 1, we observe that being a man increases the risk of living in 
a ZUS area. We find that having children increases the risk of living in 
such neighborhoods. Age increases the risk of living in ZUS areas. Living 
with his/her parents also increases the propensity of living in ZUS areas, 
compared with the reference modality which is “living alone”. One can 
imagine that young people living with their parents are those who have 
the most important financial difficulties, so it is not easy for them to 
leave such a neighborhood. As we do not have variables providing 
information on the financial capacity of young people, we can not ignore 
this effect. Cohabitation is more favorable because it reduces the risk of 
residing in such a neighborhood. It is likely that the fact of having two 
incomes allows to find more easily a residence outside a ZUS area.

The qualification level in 2004 is highly and negatively correlated to 
the probability of living in ZUS areas. Globally, individuals with high 
school diploma are less likely to live in a ZUS area. Previous work experi-
ence appears to be an important determinant of the probability of living 
in ZUS areas. For example, having regular jobs in school increases the 
probability of living in a ZUS area. This could be explained by the fact that 
young people who have regular jobs when they were in school, generally 
come from less affluent families. These types of jobs permit them to sup-
port themselves financially during their studies.

Table 2: Estimation of probabilities of living in ZUS/ZRU/ZFU areas 
(logit models)

 
Living in a 
ZUS area

Living in a 
ZRU area

Living in a 
ZFU area

Variable Coeff. σ Coeff. σ Coeff. σ

Constant -4,420*** 1,33 -5,791*** 1,75 -7,532** 2,51
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Being a 
woman

-0,132* 0,07 -0,209** 0,09 -0,233* 0,12

Age in 
2004 

0,206* 0,11 0,247 0,15 0,194 0,21

Squared 
age in 2004

-0,004 0,002 -0,005 0,003 -0,004 0,004

Qualification level (ref.: No diploma)

Vocational 
diploma

-0,281*** 0,09 -0,163 0,11 -0,1 0,16

High school 
diploma

-0,624*** 0,11 -0,597*** 0,13 -0,474** 0,19

Diploma 
taken after 
2 years of 
study

-1,201*** 0,33 -1,326*** 0,45 -0,922 0,63

2-year tech-
nical degree

-0,960*** 0,15 0,922*** 0,19 -0,728** 0,28

Bachelor’s 
degree

-0,906*** 0,2 -0,765*** 0,25 -0,581 0,36

Fourth year 
university 
diploma

-1,084*** 0,24 -0,892*** 0,3 -0,631 0,43

Masters’ 
degree

-1,193*** 0,22 -1,248*** 0,31 -0,832* 0,43

PhD -0,291*** 0,27 -1,685*** 0,51 -1,726** 0,79

Previous experience: regular jobs (ref.: No)

Several 0,453** 0,2 0,604** 0,25 0,343 0,41

One 0,312*** 0,1 0,395*** 0,13 0,348* 0,18

Previous experience: odd jobs (ref.: No)

Several  
(>3 per year)

-0,303*** 0,1 -0,212* 0,12 -0,468** 0,19

Sometimes 
(≤3 per year)

-0,155** 0,07 -0,133 0,09 -0,234* 0,13

Situation in the household (ref.: lives alone)

Lives with 
his/her  
parents

0,791*** 0,11 1,095*** 0,15 1,639*** 0,28

Lives in 
cohabitation

-0,459*** 0,13 -0,326* 0,19 0,134 0,32
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Number of children

Fathers’ 
nationality: 
≠ French

0,767** 0,12 0,909*** 0,155 1,045*** 0,22

Mother’s 
nationality: 
≠ French

0,637*** 0,13 0,579*** 0,157 0,529** 0,22

Father’s occupational status (ref.: Intermediate profession) 

Blue-collar 
worker

0,369** 0,15 0,459** 0,2 0,746** 0,3

Employee 0,233 0,15 0,381* 0,2 0,653** 0,31

Executive -0,598*** 0,18 -0,617** 0,26 -0,268 0,38

Self-em-
ployed

-0,420** 0,19 -0,314 0,25 -0,01 0,37

Farmer -1,447** 0,55 -1,151* 0,65 -1,021 0,8

Mother’s occupational status (ref.: Intermediate profession) 

Blue-collar 
worker

-0,067 0,25 -0,037 0,3 0,294 0,53

Employee 0,273 0,21 0,249 0,28 0,584 0,52

Executive 0,031 0,18 -0,148 0,36 0,563 0,59

Self-em-
ployed

0,031 0,25 -0,083 0,44 0,249 0,72

Farmer 0,141 0,53 0,17 0,69 -0,289 1,14

Father’s situation on the labor market (ref.: unemployment)

Employment -0,528** 0,14 -0,589*** 0,16 -0,345 0,25

Inactive -0,214 0,16 -0,328* 0,18 0,001 0,22

Other  
situation

-0,374* 0,2 -0,565** 0,24 -0,588* 0,35

Mother’s situation on the labor market (ref.: unemployment)

Employment -0,663** 0,17 -0,526** 0,23 -0,567* 0,34

Inactive -0,131 0,18 0,006 0,23 0,24 0,34

Other  
situation

-0,607** 0,24 -0,646** 0,31 -0,755 0,49

Regional 
dummies

Yes  Yes  Yes  

Observa-
tions

27 575 27 100 26 697
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Pseudo R2 0,15 0,26 0,25

Source: 2004 Generation survey (CEREQ). 

Note: ***, ** and * denote significance at the 1%, 5% and 10% levels respectively.

The socio-demographic characteristics of the parents play an important 
role in explaining the probability of living in ZUS areas. We observe a 
positive correlation between having parents of foreign origin and living 
in a ZUS area. Concerning the occupational status of the parents, we note 
that only the information on the father influences the probability of liv-
ing in a ZUS area. Compared with the reference modality, which is “inter-
mediate profession”, having a blue-collar worker father increases the risk 
of living in a ZUS area. On the contrary, having a father who is an execu-
tive or self-employed reduces this risk. Having a father in employment 
decreases (the most strongly in absolute value) the probability of living 
in a ZUS area. This result is also found for mothers. All these variables 
may represent proxies of the financial capacity of parents. Parents having 
an important financial capacity are more likely to help their children to 
find a residence in a favorable neighborhood.

Regional dummies strongly determine the probability to live in a ZUS 
area. Compared to the reference region (the Paris region), the fact of 
living in another region decreases the probability of residing in a ZUS 
area. This result may be justified by the fact that the Paris region is the 
region that concentrates the largest number of ZUS areas.

We do not comment the other two columns of table 2 because the 
results are globally the same. Nevertheless, it appears that a number of 
variables have now no significant effect on these probabilities. This can 
be explained by the fact that people living in ZRU or ZFU areas represent 
a very small part of the global sample.

4.4.2. The effects of living in ZUS/ZRU/ZFU areas on labor market outcomes
We now present the results of the second stage of the propensity score 
matching models. That is to say the effects of the ZUS/ZRU/ZFU variables 
on the labor market outcomes of young people. We present only the average 
effects of the three “treatments” on the “treated” individuals (ATT). Thus, 
table 3 describes the effect of living in ZUS areas on the labor market 
variables. Table 4 shows the effects of living in a ZRU area and finally 
table 5 shows the results for the third treatment: living in a ZFU area.

In each of these tables, columns 2 and 3 correspond to results for the 
naive estimator and columns 4 and 5 correspond to the estimated effects 
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using the propensity score matching method. The “naïve” estimator gives 
the simple difference of means between the two groups (“treated” and 
“controls”) in terms of labor market outcomes, without controlling for 
any observable characteristic. The second estimator (ie the propensity 
score estimator) gives the differences between the two groups of individuals 
in terms of performance variables after controlling for individual observable 
characteristics. In the global sample of 27 572 individuals, we count 1 166 
individuals who live in ZUS areas (4.2%). Individuals living in a ZRU or 
in a ZFU area are fewer. They represent respectively 738 and 333 individuals 
(2.7% and 1.2%)10.

In the three tables below, the effects of ZUS/ZRU/ZFU variables on 
the labor market outcomes for young people are still very statistically 
significant (at 1%). The comparison of the naive estimators with propensity 
score matching estimators might emphasize the existence of a selection 
bias associated with the residence of the young individuals. In absolute 
value, the results of the propensity score matching estimators are 
systematically lower than those of naive estimators. This could be 
interpreted as follows: if we do not control for a certain number of 
observable characteristics, the effect of living in a ZUS/ZRU/ZFU area on 
the labor market outcomes might be overestimated.

Table 3: The effects of living in a ZUS area on employment outcomes

Variables
Naive  

estimator
Std  

error
ATT

Std 
error

Observa-
tions

Being in employment -0,192*** 0,012 -0,093*** 0,015 27 572

Time to first job 2,685*** 0,193 1,112*** 0,279 26 720

Discrimination feeling 0,101*** 0,004 0,077*** 0,01 27 572

Permanent contract 0,108*** 0,014 -0,051*** 0,013 27 572

Full-time contract 0,197*** 0,014 -0,093*** 0,016 27 572

Source: 2004 Generation survey (Cereq). 

Lecture: ATT represents the average treatment effect on the treated. ***, ** and * denote significan-

ce at the 1%, 5% and 10% levels respectively.

10 When we analyze the effect of living in a ZUS area, we consider all individuals: those 

who live in this type of neighborhood (which can also be a ZRU or a ZFU area) and 

those who do not live there. When we analyze the effect of living in a ZRU area, we 
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Table 4: The effects of living in a ZRU area on employment outcomes

Variables
Naive  

estimator
Std 

error
ATT

Std  
error

Observa-
tions

Being in employment -0,207*** 0,015 -0,103*** 0,019 27 100

Time to first job 2,818*** 0,242 1,262*** 0,352 25 876

Discrimination feeling 0,127*** 0,005 0,103*** 0,013 27 100

Permanent contract -0,132*** 0,017 -0,069*** 0,015 27 100

Full-time contract 0,203*** 0,018 -0,099*** 0,02 27 100

Source: 2004 Generation survey (Cereq). 

Lecture: ATT represents the average treatment effect on the treated. ***, ** and * denote significan-

ce at the 1%, 5% and 10% levels respectively.

Table 5: The effects of living in a ZFU area on employment outcomes

Variables
Naive  

estimator
Std  

error
ATT

Std  
error

Observa-
tions

Being in employment -0,223*** 0,022 -0,120*** 0,028 26 697

Time to first job 3,160*** 0,36 1,960*** 0,527 25 517

Discrimination feeling 0,144*** 0,007 0,124*** 0,02 26 697

Permanent contract -0,148*** 0,025 -0,092*** 0,021 26 697

Full-time contract -0,222*** 0,026 -0,137*** 0,028 26 697

Source: 2004 Generation survey (Cereq). 

Lecture: ATT represents the average treatment effect on the treated. ***, ** and * denote significan-

ce at the 1%, 5% and 10% levels respectively.

Living in a ZUS/ZRU/ZFU area seems to have comparable effects on 
the probability of being employed and on the probability of having a full-
time contract three years after leaving school. The fact of living in a ZUS/
ZRU/ZFU decreases by almost 10 percentage points the fact of being in 

exclude from the analysis those who live in ZUS neighborhoods that are not in ZRU 

or ZFU areas. Similarly, when we analyze the effect of living in a ZFU area, we exclude 

all individuals who live in a ZUS area or in a ZRU area but are not in a ZFU neighbor-

hood. This ensures that, in the comparison sample, we have only people who do not 

live in these “priority neighbourhoods”.
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employment and the fact of having a full-time contract in 2007. This 
could be explained by the fact that when young people find jobs in 2007, 
most of the time they are full-time jobs. Similarly, living in a ZUS/ZRU/
ZFU area increases the duration of access to a first job. We observe that 
the fact of living in a ZUS or a ZRU area increases the duration by one 
month. Living in a ZFU area in 2004 increases even more strongly the 
duration of access to a first job (by almost 2 months). 

Concerning the variable “permanent contract”, the effects are slightly 
different depending on the residential location. Living in a ZUS area 
declines by 5 percentage points the probability of finding a job with a 
permanent contract, against a decrease of 7 percentage points for those 
living in a ZRU area and a decrease of nearly 10 percentage points for those 
living in a ZFU area. Neighborhood effects have an adverse effect on the 
access to employment but also on the access to better “quality” jobs when 
recruiters are more demanding.

These results are consistent with the findings of a number of articles 
that analyzed the effects of living in ZUS areas on the access to 
employment. For example, Couppié and Gasquet (2010) analyze the 
influence of the residence on the access to employment for young people 
during their first three years of working life. The authors find that young 
people who lived in “priority neighbourhoods” at the end of their studies 
have more difficulties than other individuals in terms of access to 
employment. However, this effect differs by sex and origin. In another 
work, Couppié et al. (2011) analyze the wage gap between young people 
living in ZUS areas at the end of their studies and those who do not live 
in ZUS areas. They show that the first group of individuals is confined 
to low-skilled jobs and have lower wages. This is consistent with our 
finding: individuals in ZUS areas have a poorer access to quality jobs 
(permanent or full-time jobs). Finally, the fact that living in a “deprived 
neighborhood” increases the time required before finding a job is in 
accordance with the work of Gobillon et al. (2011). Their article shows 
that living in ZRU areas increases the unemployment duration, although 
the effect seems relatively small.

Finally, concerning the residence discrimination feeling, it increases 
more sharply as individuals live in a “deprived neighborhood”. The fact 
of living in a ZUS area increases the feeling of discrimination by almost 
8 percentage points; the fact of living in a ZRU area increases it by nearly 
10 percentage points while the fact of living a ZFU area increases it by 12 
percentage points. This first result seems to confirm the existence of a 
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territorial discrimination phenomenon. This result may be questionable 
because it is a subjective assessment made by the individual. It is not 
certain that the individual did not find job because of his/her skills but 
because of other factors. As he/she knows that he/she comes from a 
“sensitive” neighborhood, he/she can interpret this failure as a result of 
the residence place.

Even though this result is subjective, it is nevertheless consistent with 
one of the few works in France on this issue. Duguet et al. (2011) develop 
a testing to assess the potential discrimination in access to job interviews 
for young people of foreign origin living in deprived towns of the Paris 
region. They find that the inhabitants of these towns are less likely to find 
jobs than individuals living in favorable towns. This result seems in line 
with the results shown here on the discrimination feeling.

4.3. Analysis of the “priority neighborhood label” effect
Among the different mechanisms of neighborhood effects, we want to 
test the existence of a territorial discrimination phenomenon. A way to 
do this is to work on neighborhoods with similar characteristics but 
distinguished by one thing: the fact that neighborhoods send a negative 
signal to employers. Concretely, our idea is to compare access to the 
employment of individuals living in neighborhoods with the same 
measured probability of being a priority neighborhood but some have 
the “priority neighborhood label” and others do not. We use propensity 
score matching to make certain that the comparison group (neighborhoods 
without the label) is similar to the treatment group (neighborhoods 
with the label).

4.3.1. Make comparable neighborhoods with and without the “priority neigh-
borhood label”
First, we calculate the probability of having the “ZUS label” with a logit 
model. We retain as explanatory variables some socio-economic charac-
teristics representative of different dimensions that describe a neighbor-
hood, such as employment status, educational level, qualification, demog-
raphy or residential status. The following table shows the results of this 
first estimation:
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Table 6: Probability for a neighborhood of being defined as a ZUS 
area

Variable Coefficient Std error

Constant -3,399*** 0,629

% 16-24 year olds in full-time educ. 0,519* 0,299

% indiv. with at most a lower sec. dipl. -0,844** 0,354

% 25-65 yer olds in work -0,357 0,486

% blue-collars 1,280** 0,541

Unemployment rate 6,489*** 0,407

% individuals of foreign nationality 4,159*** 0,325

% households with 6 pers. or more 3,205*** 0,817

% of social housing 2,107*** 0,095

Observations 17331

Pseudo-R2 0,53

Source: 1999 population census (insee) and 2004 Generation survey (Cereq). 

Lecture: Estimation made on the sample of 17 331 neighborhoods identified in the Generation 

survey. ***, ** and * denote significance at the 1%, 5% and 10% levels respectively.

Characteristics related to households show that the percentage of 
individuals of a foreign nationality, the percentage of households with 
six persons or more and the percentage of social housing increase the 
probability for a neighborhood of being defined as a ZUS area. Results for 
characteristics on school achievement go against received ideas. For exam-
ple, the percentage of 16-24 year olds in full-time education in the neigh-
borhood increases the probability for a neighborhood of being defined as 
a ZUS area.

4.3.2. Common support and the comparability of neighbourhoods
Estimating the probability for a neighborhood of being defined as a ZUS 
area for the treatment group and the comparison group permits us to define 
the region of common support (the common interval for both distributions 
of the propensity score of the two groups). The estimated propensity score 
in region of common support is in the interval [0,001 ; 0,999] and 2 170 
neighborhoods have been dropped from the analysis. Mostly, they represent 
neighborhoods with a very low estimated propensity score.
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Table 7: Blocks of the common support

Blocks

Propensity  
score:

Inferior 
bound

ZUS area Percent-
age

of ZUS 
area

mean
PS for 

controls

mean 
PS for 
treated

Total of
neighbor-

hoodscontrols treated

1 0,0013 9405 22 0,2% 0,005 0,006 9427

2 0,0125 1646 32 1,9% 0,018 0,017 1678

3 0,025 1164 44 3,6% 0,035 0,037 1208

4 0,05 756 84 10,0% 0,07 0,072 840

5 0,1 502 88 14,9% 0,141 0,145 590

6 0,2 373 166 30,8% 0,285 0,288 539

7 0,4 162 151 48,2% 0,482 0,498 313

8 0,6 74 157 68,0% 0,678 0,698 231

9 0,8 34 305 90,0% 0,885 0,922 339

   14 116 1 049 100% 0,031 0,51 15 165

Source: 1999 population census (Insee) and 2004 Generation survey (Cereq). 

Lecture: PS stands for propensity score. Treated neighborhoods are neighborhoods defined as ZUS 

areas while controls are neighborhoods which are not defined as ZUS areas.

We also define a given number of blocks, on the common support, 
that ensure that in each block the mean propensity score is not different 
for treated and controls. The following table (table 7) shows the number 
of treated, the number of controls and the inferior bound for each block. 
Although the proportions of controls and treated differ in each block, we 
observe that they are all comparable in terms of propensity score. In 
addition, as the balancing property of the propensity score matching has 
been satisfied, it means that neighborhoods with the same propensity 
scores have the same distributions of all covariates for all nine blocks (so 
they are similar on their observed characteristics). The only thing that 
distinguishes them is then the “priority neighborhood label”. If we observe 
differences on employment outcomes between young people located in a 
neighborhood of the control group and those located in a neighborhood 
of the treatment group, we can suppose that it is an effect of the 
label11.

11 It is possible that it remains some others unobserved characteristics that may explain 
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Finally, we decide to compare employment outcomes for individuals 
belonging to treated and controls neighborhoods with the highest 
propensity scores and the lowest propensity scores. By doing this, we 
analyze the effect of the “priority neighborhood label” for deprived and 
favorable neighborhoods. On the one hand, we restrict our analysis to 
individuals belonging to neighborhoods in the first three blocks (1, 2 and 
3). It corresponds to neighborhoods with a maximum propensity score of 
0.005, which is very low. On the other hand, we restrict our analysis to 
individuals belonging to neighborhoods in the last two blocks (8 and 9)12. 
It corresponds to neighborhoods with a minimum propensity score of 
0.60.

4.3.3. Effects of the “ZUS label” on deprived and favorable neighbourhoods
In this sub-section, we present the results obtained for young people living 
in most deprived neighborhoods and most favorable neighborhoods. We 
test the effects of living in a ZUS area on employment outcomes by compar-
ing young people living in such a neighborhood with young people living 
in neighborhoods that do not have the “priority neighborhood label” and 
which are close in terms of socio-economic characteristics. We believe that 
this strategy permits to test a “label effect” of the residence place.

Effects of living in a deprived neighborhood without the “ZUS label” on employ-
ment outcomes
In the sub-sample of the most deprived neighborhoods (blocks 8 and 9), 
we are working with 858 individuals of whom 82% are located in ZUS 
areas. As the number of treated largely exceeds the number of untreated, 
we rather test the effect of not having the “priority neighborhood label” 
on employment outcomes. Thus, we want to see if success on the labor 
market is more important for individuals living in deprived neighborhoods 
without the label than individuals living in deprived neighborhoods hav-
ing this particular label. The table 8 describes the effect of living in ZUS 
areas on employment outcomes for individuals living in neighborhoods 
belonging to the last two blocks defined previously.

differences in employment outcomes. In this work, we suppose that the principal cha-

racteristic that remains, when we have controlled for the socio-economic composition 

of the neighborhood, is the stigma of being classified as priority neighborhood.
12 We do not retain only the first block and the last block because the number of observa-

tions (in treated and control groups) would be too small for estimating an effect
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Table 8: The effects of not having a “ZUS label” on employment outco-
mes – Blocks 8 and 9

Variables
Naive  

estimator
Std 

error
ATT

Std 
error

Observa-
tions

Being in employment 0,035 0,044 0,048 0,056 839

Time to first job -0,794 0,809 -0,823 1,077 735

Discrimination feeling -0,066** 0,032 -0,076** 0,035 839

Permanent contract 0,041 0,035 0,007 0,049 839

Full-time contract 0,029 0,045 -0,021 0,059 839

Source: 2004 Generation survey (Cereq). 

Lecture: ATT represents the average treatment effect on the treated. ***, ** and * denote significan-

ce at the 1%, 5% and 10% levels respectively.

The estimates on the most “deprived neighborhood” do not show any 
significant effect concerning employment outcomes. Being from a deprived 
neighborhood without the “ZUS label” is not more favorable than being 
from neighborhood with the same socio-economic characteristics and 
showing this label. This suggests that taking into account differences in 
the socio-economic composition of the neighborhood tends to reduce the 
influence or the role of the place of residence. It is likely that significant 
effects previously shown in this paper can be mainly explained by peer 
effects or network effects (Bénabou, 1993; Crane, 1991; Reingold, 1999). 

As the strategy proposed here seeks to control for these different effects 
in order to highlight the role of territorial discrimination (represented by 
this “label”), the absence of effect tends to show that territorial 
discrimination has no impact on the outcome variables considered (or 
does not exist). We can argue that employers do not make any difference 
between young people that come from a priority neighborhood and others, 
as soon as the neighborhood is perceived as deprived. It is not surprising 
because, if not, it would imply that they perfectly know the location of 
priority neighborhoods which is a very strong assumption13.

However, these results are in conflict with the perception of young 
people. Indeed, the only significant observed effect is for the variable 
“discrimination feeling”. It shows that young people living in neighborhoods 

13 Furthermore, when a candidate applies for a job, he/she only mention his/her address 

not the fact that he/her lives in a ZUS area, for example



U
rb

an
 P

ub
li

c 
Ec

on
om

ic
s 

Re
vi

ew
  |

  R
ev

is
ta

 d
e 

Ec
on

om
ía

 P
úb

lic
a 

U
rb

an
a

4242

without the “ZUS label” have less a feeling of discrimination related to 
their place of residence than those living in neighborhoods with this label. 
It reveals that there is a gap between objective facts and the individuals’ 
perception.

Effects of living in a favorable neighborhood with the “ZUS label” on employment 
outcomes
In the sub-sample of the most favorable neighborhoods (blocks 1, 2 and 
3), we are working with 18 147 individuals of whom 0.9% are located in 
ZUS areas. In this case, we simply test the effect of living in a neighborhood 
considered as favorable with the “priority neighborhood label”. The 
following table (Table 9) describes the effect of living in ZUS areas on 
employment outcomes for individuals living in the most favorable 
neighborhoods.

Table 9: The effects of having a “ZUS label” on employment outcomes 
– Blocks 1, 2 and 3

Variables
Naive 

estimator
Std 

error
ATT

Std 
error

Observa-
tions

Being in employment -0,063** 0,031 -0,059* 0,035 17 032

Time to first job 0,174 0,489 0,208 0,514 16063

Discrimination feeling 0,034*** 0,009 0,034*** 0,017 17 032

Permanent contract -0,040 0,037 -0,033 0,036 17 032

Full-time contract -0,068* 0,038 -0,060 0,039 17 032

Source: 2004 Generation survey (Cereq). 

Lecture: ATT represents the average treatment effect on the treated. ***, ** and * denote significan-

ce at the 1%, 5% and 10% levels respectively.

We now observe some significant effects of the label on the probability 
of being in employment. Living in a ZUS area produces less adverse effects 
when working on this particular sample than the whole sample. We note 
that living in ZUS areas declines by nearly 6 percentage points the access 
to employment three years later against 10 percentage points for the results 
obtained on the whole sample. Once again, results for the other employment 
outcomes do not show any significant effect at the 10% level. 

A comparison of the results for the two sub-samples suggests that 
territorial discrimination is most obvious for young people living in 
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neighborhoods not too unfavorable. Comparing deprived neighborhoods 
with and without the “ZUS label” is inconclusive as it represents globally 
neighborhoods with unfavorable socio-economic characteristics. The label 
does not produce additional negative effect. However, as soon as the 
neighborhood is more favorable, the fact to send a negative signal seems 
prejudicial. This observation must be put into perspective as we do not 
observe any effect on the quality of job found or on duration to access to 
a first job.

Finally, we still observe that young people from favorable neighborhoods 
feel a prejudice when they live in a ZUS area. One can expect that the 
feeling is more important when young people are located in favorable 
neighborhoods than when they are located in deprived neighborhoods, 
because in the second case neighborhoods are already sending a negative 
signal compared to other neighborhoods. However, results do not support 
this assumption. It is difficult to settle this question. As it corresponds to 
a subjective appreciation, we do not know if it betrays employers’ behavior, 
if it reflects own feeling of young people or both phenomena. 

4.4. Robustness check
These results prove the existence of neighborhood effects and, to a lesser 
extent, the role of territorial discrimination on employment outcomes. 
However, evaluating the effect of a “treatment” with selective matching 
methods supposes that the conditional independence assumption holds. 
If the two groups of individuals (treated and untreated) differ on unob-
served variables that simultaneously affect the likelihood of being treated 
and the outcome variables, then there may exist a selection bias on unob-
servables. Thus, we implement a different method (sensitivity analysis) 
that controls for this bias (see Appendix 4). The method confirms the 
robustness of our results. Globally, the positive effect of living in a ZUS 
area on the access to employment appears fairly robust to the possible 
presence of a negative selection bias on unobservables.

5. Conclusion
In this work, we analyzed in the medium run the impact of living in 
priority neighborhoods (ZUS, ZRU and ZFU areas) on the professional 
careers of young people leaving school in 2004. Using the “Generation 
2004” survey, we studied the effect of living in priority neighborhoods 
on several employment outcomes (being in employment three years after 
leaving school, the duration of getting a job, the quality of the employment 
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found). We also tested the existence of territorial discrimination in France. 
Our assumption is that the “label” of a priority neighborhood might 
influence in a negative way employers’decisions of recruiting young people. 
Thus, on the one hand, we analyzed the relationship between the fact of 
living in priority neighborhoods and the feeling of being discriminated 
for young people. And on the other hand, we checked the existence of the 
“priority neighborhood label” by comparing young people living in priority 
neighborhoods with young people living in neighborhoods with similar 
observable characteristics but which do not have the “priority neighborhood 
label”. 

Our results show that living in a priority neighborhood has negative 
effects for young people with regards to the employment access and the 
quality of the employment found. Living in a priority neighborhood 
decreases by 10 percentage points the fact of being in employment and 
the fact of having a full-time contact three years after leaving school. Also, 
we emphasize that living in priority neighborhoods increases the feeling 
of residential discrimination for young people. Secondly, we show that 
young people living in priority neighborhoods may have poorer employment 
outcomes in comparison with those inhabiting in neighborhoods with 
similar characteristics but which do not have the “priority neighborhood 
label”. This result partially confirms the existence of territorial 
discrimination. Finally, a robustness check was done (sensitivity analysis 
to unobservable variables) validating our previous results. 

Our results are in accordance with various works focused on how a 
neighborhood affects labor market outcomes and work behavior, in France 
or abroad. First, we find that living in a deprived neighborhood is a source 
of bad labor market outcomes. This result is confirmed by Plotnick and 
Hoffman (1999) who examine the effects of neighborhood characteristics 
on outcomes among young adult women in the U.S or by Weinberg et al. 
(2004) or Holloway and Mulherin (2004) who examine whether 
neighborhoods are an important determinant of labor market activity. 
For the French case, Dujardin and Goffette-Nagot (2007), Gobillon et al. 
(2011) or Sari (2012) also show that living in a deprived neighborhood 
increases the probability of unemployment or unemployment duration. 
Second, as previously shown with U.S data, we observe that living in such 
a neighborhood impacts on the quality of employment found by the young 
people. For example, Vartanian (1999), Page and Solon (2003) or Galster 
et al. (2007) find that young people living in the most deprived 
neighborhoods are more likely to have lower labor incomes than others. 
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Third, we show that territorial discrimination may affect labor market 
outcomes. For now, very few papers analyze this question. To our knowledge 
only Duguet et al. (2010) use a correspondence and find discrimination 
against inhabitants of deprived municipalities in access to employment. 
One of the originalities of this paper is then to develop this literature for 
the French case. 

In terms of public policy, our results emphasize that residential location 
is an important determinant of labor market outcomes. In this context, 
a recommendation might be to develop and to promote social mixing. 
This recommendation is relevant only if some conditions are met: 
disadvantaged individuals loose utility by living with other members of 
their group and gain utility by residing with advantaged groups. Our work 
suggests that in our data at least the first condition is checked. If it is 
assumed that the second condition is also verified, then social mix can 
be approved. In France, such a policy requires measures such as increasing 
the offer of public housing in favorable neighborhoods. In the latter case, 
the French SRU (Solidarity and Urban Renewal) law that “encourages” 
some municipalities to have a threshold of 20% public housing seems to 
be a step forward.

In addition, if we believe in territorial discrimination for inhabitants 
of priority neighborhoods, specific public policy actions are required in 
order to fight against this phenomenon. They may involve for example 
the destruction of buildings or the relocation of public housing. For 
example, the French National Agency for Urban Renewal (ANRU) has the 
main objective of supporting such urban projects in order to transform 
deprived neighborhoods. Recovering the image of priority neighborhoods 
can also go through the relocation of families; in this way, social mix can 
be improved.
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Appendices

Appendix 1: Differences between priority neighborhoods

751 ZUS areas
-Characterized by an important number of residential buildings and a pro-

nounced imbalance between housing and employment
-Selection was done on qualitative criteria and on a joint analysis of elect-

ed representatives and government

416 ZRU areas
-ZUS areas subject to particular difficulties

-Selection based on a qualitative approach and a synthetic indicator

100 ZFU areas
-Selection within the most disadvantaged ZUS areas 

(according to the synthetic indicator) and with more than 
10 000 inhabitants

Table 10: Summary of social and fiscal measures

Fiscal and social measures ZUS area ZRU area ZFU area

Lcal direct taxation exemp-
tion, optional and not com-
pensated by the state

Yes Yes Yes

Business tax exemption Yes
exemption 

fixed by 
local 

authority

Total exemption 
during 5 years 
and digressive 
during 3 years

Total exemption 
during 5 years 
and digressive 

during 3 or 9 years

Profit tax exemption
 

No Total exemption 
during 2 years 
and digressive 
during 3 years

Total exemption 
during 5 years 
and digressive 
during 9 years

Property tax on property 
built exemption
 

No Total exemption 
during 5 years

Total exemption 
during 5 years 
and digressive 

during 3 or 9 years
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Employer’s social contribu-
tions exemption
 

No Total exemption 
during 1 year

Total exemption 
during 5 years 
and digressive 

during 3 or 9 years

Personal social contribution 
diseases of artisans and sto-
rekeepers exemption  

No Total exemption 
during 5 years

Total exemption 
during 5 years 
and digressive 

during 3 or 9 years

Appendix 2: Characteristics of the different types of neighborhoods

Table 11: Whole sample

Variable
All 

neighbor. ZUS ZRU ZFU non-ZUS

% 16-24 year olds in full-time 
educ.

76,7% 72,3% 70,9% 71,5% 77,0%

% indiv. With at most a  
lower sec. dipl.

63,7% 68,0% 69,9% 69,8% 63,4%

% 25-65 yer olds in work 78,7% 75,8% 74,3% 74,0% 78,9%

% blue-collars 15,6% 20,6% 21,7% 22,1% 15,2%

Unemployment rate 12,2% 24,5% 26,5% 27,1% 11,4%

% individuals of foreign 
nationality

4,7% 16,1% 16,4% 18,6% 4,0%

% households with 6 pers. 
or more

2,6% 7,1% 8,3% 9,3% 2,3%

% of social housing 13,5% 57,3% 61,9% 64,3% 10,7%

Number of neighborhoods 17 337 1 049 707 302 16 288

Source: 1999 population census (insee) and 2004 Generation survey (Cereq).
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Table 12: Sub-sample corresponding to the blocks 8 and 9

Variable All neighbor. ZUS non-ZUS

% 16-24 year olds in full-time educ. 69,4% 69,3% 70,2%

% indiv. With at most a lower sec. dipl. 71,6% 71,6% 71,7%

% 25-65 yer olds in work 73,8% 73,4% 75,7%

% blue-collars 23,9% 24,2% 22,8%

Unemployment rate 30,4% 30,9% 28,2%

% individuals of foreign nationality 21,6% 21,9% 20,1%

% households with 6 pers. or more 10,1% 10,6% 7,5%

% of social housing 76,9% 78,6% 70,2%

Number of neighborhoods 570 462 108

Source: 1999 population census (insee) and 2004 Generation survey (Cereq).

Table 13: Sub-sample corresponding to the blocks 1, 2 and 3

Variable All neighbor. ZUS non-ZUS

% 16-24 year olds in full-time educ. 77,9% 78,6% 77,9%

% indiv. With at most a lower sec. dipl. 62,3% 61,4% 62,3%

% 25-65 yer olds in work 78,9% 78,3% 78,9%

% blue-collars 14,7% 13,7% 14,7%

Unemployment rate 11,2% 13,5% 11,2%

% individuals of foreign nationality 3,4% 5,6% 3,4%

% households with 6 pers. or more 2,2% 2,3% 2,2%

% of social housing 7,8% 16,8% 7,8%

Number of neighborhoods 12 313 98 12 215

Source: 1999 population census (insee) and 2004 Generation survey (Cereq).
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Appendix 3: Distribution of propensity score for treated and untrea-
ted individuals

Figure 1: Propensity score for individuals living or not in ZUS areas

Figure 2: Propensity score for individuals in blocks 8 and 9 
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Figure 3: Propensity score for individuals in blocks 1, 2 and 3

Appendix 4: Robustness check
To determine how an unobserved variable can affect the selection process, 
making the results of our estimates with selective matching methods 
insignificant, we use the method of sensitivity analysis proposed by Rosen-
baum (2002). As suggested by Aakvik (2001), we compute the upper and 
lower bounds on the Mantel and Haenszel (1959) test-statistic used to test 
the null hypothesis of no treatment effect. This is done for different val-
ues of the so-called “hidden bias”. The sensitivity analysis can be inter-
preted as the difference in the relative odds of living in a ZUS area for two 
individuals that appear similar in terms of observable characteristics x. 
eg is used as a measure of the degree of departure from a situation that is 
free of hidden bias and g representing the effect of an unobserved variable 
on the probability of living in a ZUS area.

The probability of being “treated” for an individual i with observable 
characteristics xi can be written as follows: 

P(xi) = P(Ti=1|xi) = F(bxi+ gui)

where ui represents the unobserved variable and g represents the effect 
of ui on probability of being “treated”. For simplicity u is assumed to be a 
dummy. The odds ratio that one of the two matched individuals receive 
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the treatment has the following bounds: 

  

€ 

1
eg

≤
P(xi )(1 − P(xj ))

P(xj )(1 − P(xi ))
≤ eg

The following table shows the sensitivity of the test-statistics for dif-
ferent values of eg. P+

MH is the significance level under the hypothesis of 
over-estimation of the treatment effect. In this case, increase the influence 
of an unobserved variable, which would increase the chances of being 
treated, does not bias the results. Values for P–

MH show that under the 
assumption of underestimation of the treatment effect, the results are 
more significant for some thresholds of eg. The results show that this 
selection process tends to underestimate the treatment effect (ie living in 
a ZUS area) on the access to employment. This is quite logical because 
given young people with the same x observable characteristics, if those 
most likely to live in ZUS area are less motivated (for example), then there 
is negative unobserved selection and the estimated treatment effects 
underestimate the true treatment effect.

Under the assumption of no hidden bias so then eg =1 we find a sig-
nificant treatment effect for all outcome variables. For eg =1.5, we compare 
two individuals with the same x but differing in their odds of being 
treated by a factor of 1.5, or 50%. In this case our results are not sensitive 
to this level of selection bias.

Table 14: Sensitivity analysis to unobserved heterogeneity

Variables eg P+
MH P–

MH

Being in employment 1 > 0,001 > 0,001

2 > 0,001 > 0,001

2,1 > 0,001 > 0,001

2,2 > 0,001 0,002

2,3 > 0,001 0,016

2,4 > 0,001 0,071

2,5 > 0,001 0,206

2,6 > 0,001 0,421

Permanent contract 1 > 0,001 > 0,001

1,5 > 0,001 0,005
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1,6 > 0,001 0,04

1,7 > 0,001 0,167

1,8 > 0,001 0,411

Full-time contract 1 > 0,001 > 0,001

1,8 > 0,001 > 0,001

1,9 > 0,001 0,006

2 > 0,001 0,046

2,1 > 0,001 0,189

 2,2 > 0,001 0,454

Source: 2004 Generation survey (Cereq). 

Lecture: P+
MH is the significance level for the Mantel-Haenszel statistic. 

For P+
MH, the hypothesis tested is the over-estimation of the treatment effect. For P–

MH, the hypothe-

sis tested is the under-estimation.


