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Summary

Empirical work on the wage impact of training has noted that unobserved heterogeneity of
training participants should play a role. The expected return to training, which partly depends
on unobservable characteristics, is likely to be a crucial criterion in the decision to take part in
training or not. We try to account for this fact by using recent advances in estimating returns to
schooling, which allow for selection on unobservables, and apply it to estimating the impact of
training on earnings. Allowing heterogeneity to be unobserved by the econometrician, but as-
suming that individuals may act upon this heterogeneity, completely changes the interpretation
and properties of commonly used estimators. Our results based on local instrumental variables
suggest that traditional estimates of the wage impact of training overestimate this effect.





