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Introduction

Increasing discussions on deepening fiscal integration and
improving risk sharing among EMU member states (EC, 2012)

An EMU unemployment insurance (EMU-UI) scheme could
— smooth output fluctuations across member states
— improve income protection of the unemployed (social cohesion)

Stabilisation properties of EMU-UI analysed by backward-looking
studies (e.g. Dullien 2013, Dolls et al. 2014, Lelouch and Sode 2014)

We evaluate additional protection provided by an EMU-UI
— Across the entire in-work population (generalisable assessment)
— For those with the highest risk of becoming unemployed

Focus on coverage, budgetary cost, income stabilisation, poverty
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Why an EMU-UI?

National Ul are heterogeneous (Esser et al., 2013), and difficult to
harmonise. Dimensions to take into account include:

— Eligibility: contributions and other conditions (e.g. employment status)
— Level of payment and duration of entitlement

— Integration with the rest of the tax-benefit system (e.g unemployment assistance)

EMU-UI Based on paper ‘On Automatic Stabilisers’ by DG-EMPL
— Genuine scheme payable from the 15t to 12t month of unemployment.

— Eligibility: all currently employed (self-employed excluded) up to age 64, with
earnings during at least 3 months in the previous 12

— Level of payment: 50% of most recent gross monthly earnings; floor (20% AGE
in each country, not for part timers ) and ceiling (150% AGE in each country)

— Same treatment as national Ul in the rest of the tax benefit system
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Methods and data

Use EUROMOD version G2.74
— EU-SILC 2012
— 2014 policy rules (Ul and other)

Simulate transitions from work to unemployment
— For all individuals currently in work

— The 2% with highest risk of unemployment

— Compare disposable hh income before and after transition, with and
without EMU-UI

Focus on additional effects of a common EMU-UI scheme at
national level

The first year of unemployment
— Duration of unemployment is a separate issue and not modelled
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The high unemployment risk sample

Estimate risk of unemployment
— Probit: 1 if at least one month in unemployment, 0 otherwise.
— Controlling for individual and household characteristics

— Based on those with positive earnings, aged 15-64, not in education or
armed forces

Predictions of unemployment risk based on:
— Estimated coefficients and individual characteristics

— A random component not to completely exclude the lowest risk
groups from the selection (Li and O’Donoghue 2014)

Select 2% of individuals with highest predicted
unemployment risk

— Impose coverage of national Ul equal to shares of short-term
unemployment benefit recipients in LFS 2014.
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Results

Potential coverage
Beneficiaries

Poverty reduction
Automatic stabilisation
Budgetary Consequences
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Potential coverage

EMU-UI increases potential coverage in all countries,
especially among disadvantaged population subgroups
— 49 pp for the whole sample in work at EMU level
— +48 pp for highest risk sample at EMU level

Heterogeneity between countries, depending on how

stringent EMU-UI eligibility is relative to national scheme (FR
vs MT)

Potential coverage over the whole population likely to exceed
‘usual’ coverage estimates
— Most currently employed have full year employment

For 2% with highest risk coverage of national Ul is fixed to that
observed in LFS 2014.
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Beneficiaries

Beneficiary if EMU-UI is higher than the national Ul in at least
one month over the first year of unemployment

Distinguish between

— Beneficiaries not entitled to national Ul (captures increase in
coverage)

— Beneficiaries entitled to national Ul (captures increase in benefit
amount or duration)

Whole in-work population: 63% benefit at the EMU level,
mainly in terms of benefit generosity

High unemployment risk: 70% benefit at the EMU level,
mainly because of increased coverage

Heterogeneity across country: FR vs LV
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Evaluate the potential of the EMU-UI to reduce risk of poverty for the new
unemployed

A. Whole sample in work
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At risk of poverty

Becoming unemployed increases the risk of falling into
poverty

EMU-UI has a positive effect on reduction of risk of poverty.
At EMU level

— Whole in-work population: protect 6%.

— High unemployment risk sample: protect 7%. High levels of in-work poverty
(23%)

Different poverty reduction properties across countries
Look at poverty gap
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Other results (see extras)

EMU-UI and automatic income stabilisation:
— Share earnings lost recovered due to benefits and tax reduction
— +13 pp for whole in-work population; +20 pp for high unemployment
risk sample
Additional cost per unemployed:

— Follows closely beneficiary pattern. High heterogeneity between
countries

— Close 20% of median hh income looking at entire in-work population
— Close to 15% of median hh income for high unemployment risk sample

Contribution rate to cover the high unemployment risk
sample
— 0.46% or earnings if uniform contribution across member states
— Ranging from 0.31% to 0.68% if member state specific
— Total cost: 0.012% of EMU GDP
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Concluding remarks

An EMU-UI could fill gaps in most national benefits:
— Extend coverage
— Increase generosity
— Extend duration of payment

Our illustrative EMU-UI would

— Reduce risk of poverty of the potentially new unemployed
— Provide additional income stabilisation

The extent of the effects vary across countries for two reasons:

— Variation in the design of national Uls (e.g. in FR, Fl and LU very similar to EMU-UI so
small effects; the opposite in MT and LT)

— Variation in characteristics of people entering unemployment (e.g. women, the young,
low skilled and low earners would benefit in terms of coverage).

Additional cost of EMU-UI

— lowest in countries where national Ul similar to EMU-UI
— Uniform contribution rate: 0.46% of employment income at the EMU level

Caveats: only first round effects; moral hazard issues
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Next steps: Social protection of atypical workers

e Simulate transitions from work to unemployment for all
earners

* Atypical workers: self-employed and low individual work
intensity (ESDE report 2016 definition)

* Look at coverage and net replacement rates for
— employees with non-low work intensity
— employees with low work intensity
— self-employed

A scenario where self-employed become eligible to Ul will be
simulated.
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Thank you!

Acknowledgements and further information

The process of extending and updating EUROMOD is financially supported
by the Directorate General for Employment, Social Affairs and Inclusion
(DG-EMPL) of the European Commission.

EUROMOD is made generally available for academic and not-for-profit
use. Contact euromod@essex.ac.uk

For more information see www.iser.essex.ac.uk/euromod
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Extras
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Within-Country Income Stabilisation

Assess the contribution of the EMU-UI to national automatic stabilisation
resulting of national tax-benefit systems

Income stabilisation coefficient (Bargain et al., 2013):
) Ef(ﬂpﬂsr . Yipre)
- t
Yi(X7 = X)

r=1

where Y is household disposable income and X is market
income

Represents the percentage of the gross income from work, lost on
becoming unemployed, that is retained in the form of reduced taxes and
increased benefits, particularly Ul.
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Income stabilisation
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Contribution rates and cost of an EMU-UI:

2 percent with highest risk of unemployment

o Total cost (% of GDP)
Contribution rates (%) — -
Specific Uniform
AT 0.56 0.016 0.013
BE 0.41 0.012 0.013
CY 0.31 0.011 0.016
EE 0.41 0.011 0.013
Fl 0.47 0.014 0.014
FR 0.35 0.009 0.012
GE 0.46 0.015 0.015
GR 0.49 0.009 0.008
IE 0.37 0.008 0.009
IT 0.68 0.015 0.010
LT 0.38 0.008 0.009
LU 0.45 0.008 0.008
LV 0.31 0.008 0.012
MT 0.50 0.014 0.013
NL 0.49 0.015 0.014
PT 0.31 0.008 0.012
S 0.33 0.010 0.014
SK 0.48 0.010 0.010
SP 0.35 0.008 0.011
EMU 0.46 0.012 0.012
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Population subgroup data



Additional coverage of EMU-UI by characteristics of the
potentially unemployed (% points)

Country AT | BE| CY| EE Fl FR| GE[ GR IE IT LT| LUl LV| MT| NL| PT Sl SK| SP
All 46 [104| 50| 238/ 66| 12 89 17 8. 1B 198 44 48 4528 B.9.6| 95| 14.0 0.6‘
Male 42| 92| 41| 249 49 11 76 12 9 16 173 41 47 5054 [395| 93| 11.8 0.3‘
Female 52 | 11.7| 6.0 224 83 1.4 10. 28 7 211 1+.4 4.8 +.9 3{5.9 4.17 |199.6 | 16.6] 1.0

Age 18-29 71| 19.6| 11.2] 334 158 32 21 46 131 108 2|9.4 13.7 |9.1 7 +49.8 17.1| 31.9 34.7 3.4
Age 30-50 3.8 9.2 2.3] 185 4.+ 0p 7. 1B 8 a5 1p9 p.2 0.2 .6 352.6 85| 4.7 8.0l 0.1
Age 50+ 44| 57| 52| 265 41 09 4 of 6 03 18 14 10974122 | 62| 72| 114 0.0
L ow-skilled 65| 1401 74| 349 9.2 1.4 16, 2.1 8, o9 293 §.0 b. 2 4'9.3 5.18 |912.1| 16.4 0.2‘

Medium-skileq 4.3| 11.8 4.5 236 73 1B 8B 1ff 9 43 1B.0.7 B 49| 447 42| 101 99 12B 05
High-skilled 48| 7.8| 43| 211 54 0.+ 78 1B 8 211 108 36.4 4381 26| 77| 73] 172 11
EarningsQl1 | 21.5| 37.9| 21.7] 53.4 43.b 6.+ 28 76 17. 57 508 17.6 [8.3 6 420.3| 35.2| 19.8§ 43.] 1.é
Earnings Q3 20| 38 29 16 1.p 0.|1 5 oj0 17 09 110 p.7 4477 | 21| 58| 80| 9.0 0.6
Earnings Q5 2.3 2.0 1. 14p O.L 0|2 1 0/{0] q. +.2 b.2 0.6 333.4 | 0.3 1.8 1.1 7.8 0.1
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Beneficiaries of EMU-UI by characteristics of the
potentially unemployed (% points)

Country| AT BE CY EE Fl FR GE GR IE IT LT LU LV MT NL PT Sl SK SP
@ O @ b @ O @ 6 @ G @ b @ O @ () @ @ @ [©(b| @ O @ O @ G @ G @ B @ O @ ¢ @ [b

All 66.3 4.6(41.010.481.2 5.0 70.923.8145 6.6 1.8(1.2 729%.51.768.2 8.8 69.7 1|8 79.315.8 5.0 ¥4.4 89.2|14.8 43B2R9 3.8 27.4 9.6 72.8 9{5 71.6 14.0 65.3|0.6
Male 74.8 4.2 50.3 9.2 79.3 4/1 70.024.919.8 4.9 1.2/ 1.1 77%353.21.261.5 9.8 68.1 1|6 77.51/.3 6.8 @.1 88.7[4.7 35489 3.4 28.5 9.5 69.7 9|3 69.1 1]1.8 66.4|0.3
Female |55.7 5.2 30.111.783.2 6.0 71.6 22.6 9.0 (8.3 2.4 1218/3 5152383752 79 71.9 2.1 81.014.4 2.8 (4.8 89.7| 4.9 IRBH28.3 4.1 26.2 9.f 76.5 9,6 74.416.6 63.9 1.0
Age 18-2963.1 7.1 20.619.6 75.7 111.2 61.5 83.2 3.7 [15.3 22%68.7 21.0 46.9 4/6 57.8 13.1 63.9 10.8 66.1 9.4 3.2|135 841|28.2 64.]f 82.5 9.8 77.6 17.160.7 31.9 54.634.7 55,5 3.4
Age 30-5(0 66.4 3.8 44.4 92 85.4 4.3 76.218.516.5(4.8 1.678.3 7.2/ 57.31372.3 8/5 74.9 (.5 84.510.9 4.3 |2.2 94.4 0.9 32518.8 2.6 13.8 85 79.4 4.7 76.2 8.0 66.7 0.1
Age 50+ | 69.3 4.4 49.0 5|7 76.2 5.2 67.926.517.8(4.1 1.4 0.8 48|41.6 0.}y 66.3 6.3 58.5 0.3 77.216.8 9.6 |1.4 82.4/1004B1 2.0 2.2 22.1 6.2 59.1 7|2 74.411.468.20.0
Is_gi\?llt::‘d 49.8 6.5) 25.214/069.8 7/4 58.434.9 5.7 P.2 1.9/1.262.31GAR] 655 8.% 63.3 09 61.429.3 2.1 6.0 85.1|6.2 34.3492 82| 14.6 9.8 61.912/1 64.6 16.454.0(0.2
gﬂk?l?égm_ 67.9 4.3 30.211/883.0 4/5 70.32B8.6 5.8 [r.5 2.0/1.372.4 8.8 B4 65.8 9.2 72.7 2.3 75.718.0 2.5 B.7 88.4 4.9 47.2|44F 2842|34.7 10./ 69.6 9.9 71.912.864.6/0.5
gllﬁlhe-d 70.8 4.8/55.8 7.8 85.5 4)3 74.82(1.125.9 p.0 1.5/0.974.2 7.8 B370.6 8.8 73.1 21 86.910.811.3 B.6 92.0|4.4 57.1/382 2%|57.0 7.1 84.0 7.8 71.617.276.4|1.1
(E;-rnlngs 16.921.% 0.0 37)944.721.712.953.6 0.0 43.512.8 6.6 213 28 7.5 34.0 17/1 35.7 5|7 30.150.8 5.5 17.6 63.6|/ 8.3 3641426 20.8 13.1 35/2 16.8 19.8 25.143.114.3 1.3
g%mmgs 78.9 2.0 14.2 3.8 85.6 2/8 82.716.7 0.0 1.0 0.2/0.178.1 5.3 08 75.6 7.6 80.6 0.p 85.111.0 0.1 1.7 92.0 |4.9 40.3|47.7 34.418.8 5.4 75.9 8.p 81.7 9|0 85.1 D.6
(E;rnlngs 88.2 2.3192.4 2.0 93.4 1/0 85.314.057.3 0.1 0.5/0.288.1 1.7 9 80.0 6.1 80.3 0.2 92.9 52 19.3 0.6 95.1 [3.3 54.4{382 013|66.7 1.§ 95.4 1.1l 79.5 7|8 87.6 0.1

Notes: (a) — Receiving national Ul; (b) Not receiving national U
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Increased stabilisation with EMU-UI by characteristics
of the potentially unemployed (% points)

Country AT | BE | CY | EE | FI FR|GE|GR | IE | IT |LT|LU|LV | MT |NL|PT| S |SK]|SP
Al 12.8 | 6.1 | 22.0| 121 09| 02 8§ 152 216 111 298 09 15%.53 26| 6.3| 142 205 56
Male 13.8| 6.9| 208 12% 1.2 01 88 152 207 112 29.7 1.0 15330 | 22| 6.2| 14Q 198 5.8
Female 10.77 4.9 239 115 05 02 8/9 154 230 109 B30.0 (097 (189.1| 3.4| 6.4 144 217 5.2
Age 18-29 10.00 3.6/ 20.6 18p 0.0 03 110 103 22.0 12.8 B0.8 [218.5| 37.1| 13.9 84 238 23/6 5.1
Age 30-50 12.8 6.5 221 10p 10 o 7/8 16.0 2p9 128 304 |0&6| 36.1| 15| 53 145 198 5.2
Age 50+ 14.3| 6.6/ 225 120 12 0B 91 149 180 6.4 285 (0.931Mm2.1| 03| 7.8 82 214 6.8
Low-skilled 74| 40| 153 152 0.4/ 03 86 9p 170 97 22 0.87.1| 31.1| 24| 36/ 111 162 3.0
Medium-skilled 12.1| 4.4| 208 115 02 o0p 8/0 148 199 11.%.32 06| 170 377 2.6 6.3 132 196 4.1
High-skilled 15.4| 75| 249 121 15 o0l 8B 175 231 11.6 23313 | 14.7| 37.8| 2.7/ 95 16D 228 7.6
Earnings Q1 108 6.7 9.6 16/9 -108 53 159 -0.1 120 [7.8 1p34.3 | 11.4| 179/ 104 128 7.7 12|7 2.2
Earnings Q3 6.4/ 1.1 18p 11j9 o 00 69 11.3 180 D7 22.07 |8.1| 34.3| 46| 3.00 136 20{1 3.3
Earnings Q5 17.7 10.4 264 117 2. 01 93 1B6 242 12.85pB4.1 | 141| 368/ 09 93 150 22|11 9.1
European

Commission



Charts

European
Commission




100
I i 1

10 20 30 40 50 60 70 BO 890
i

0

Potential Coverage

A. Whole sample in work

AT BE CY EE

Fl

FR GE GR IE IT LT LU LV MT NL PT 51 SK SPEMU

National Ul | \Vith EMU-UI

European
Commission



1 1 l 1 1 1 1 l 1

0 10 20 30 40 50 60 70 80 90 100

Potential Coverage

B. Highest risk of unemployment

AT BE CY EE FI FR GEGR IE IT LT

LU LV MT NL PT SI SK SPEMU

National Ul

B \Vith EMU-UI

European
Commission



80 90 100
|

70

]

10 20 30 40 50 60

0

Beneficiaries

A. Whole sample in work

AT BECY EE FI FR GEGR IE IT LT LU LV MT NL PT SI SK SPEMU

receives national Ul [ no national Ul —

—— Commission



60 70 80 90 100
| | i 1 I | | | 1

10 20 30 40 50

0

Beneficiaries

B. Highest risk of unemployment

AT BE CY EE FI FR GEGR IE IT LT LU LV MT NL PT SI SK SPEMU

receives national Ul

B o national Ul

:uropean
-ommission



Income stabilisation

A. Whole sample in work
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At risk of poverty
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At risk of poverty
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