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The Joint Employment Report (JER) by the European Commission and the Council is mandated by Article 148 of
the Treaty on the Functioning of the European Union (TFEU). The initial proposal for this report by the European
Commission is part of the Autumn package, which includes the Annual Growth Survey launching the European
Semester cycle. The Joint Employment Report provides an annual overview of key employment and social
developments in Europe as well as Member States' reform actions, in line with the Guidelines for the Employment
Policies of the Member States!. The reporting on these reforms follows the structure of the Guidelines: boosting
demand for labour (Guideline 5), enhancing labour supply and improving access to employment, skills and
competences (Guideline 6), enhancing the functioning of labour markets and the effectiveness of social dialogue
(Guideline 7), and promoting equal opportunities for all, fostering social inclusion and combatting poverty
(Guideline 8).

In addition, the Joint Employment Report monitors Member States' performance in relation to the Social
Scoreboard set up in the context of the European Pillar of Social Rights. The Pillar was established as an inter-
institutional Proclamation by the European Parliament, the Council and the Commission on 17 November 2017. It
identifies principles and rights in three areas: i) equal opportunities and access to the labour market, ii) fair
working conditions, and iii) social protection and inclusion. Monitoring of progress in these areas is underpinned
by a detailed analysis of the Social Scoreboard accompanying the Pillar.

The Joint Employment Report is structured as follows: an introductory chapter (Chapter 1) reports on main labour
market and social trends in the European Union, to set the scene. Chapter 2 presents the main results from the
analysis of the social scoreboard associated to the European Pillar of Social Rights. Chapter 3 provides a detailed
cross-country description of key indicators (including from the social scoreboard) and policies implemented by
Member States to address the Guidelines for Employment Policies.

! Revised Employment Guidelines have been adopted by the Council of the European Union in July 2018, aligning the guidelines to the European Pillar of Social
Rights (Council Decision (EU) 2018/1215 of 16 July 2018 on guidelines for the employment policies of the Member States).
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Europe is making progress regarding the Social
Scoreboard accompanying the European Pillar of
Social Rights. In a context of improving labour
markets and declining poverty, all 14 headline
indicators of the Social Scoreboard recorded an
improvement over the last year, on average across the
EU. Still, the economic recovery is not yet benefitting
all citizens and countries in the same manner, as can
also be seen in the analysis contained in the
Employment Performance Monitor and the Social
Protection Performance Monitor. Challenges with
regard to specific principles of the Pillar are identified
for a majority of Member States. The current economic
upswing provides an opportunity for stepping up
reforms aiming at improving the inclusiveness,
resilience and fairness of labour markets and social
protection systems, thus fostering convergence
towards better living and working conditions in the EU.
However, as the Annual Growth Survey makes clear,
there are also downside risks to the recovery, which
make it urgent for Member States to seize this
opportunity.

Strong job creation continues, with employment
reaching a record level in the EU. In the third
quarter of 2018, 239.3 million persons were in
employment in the EU, around 15 million more than
the lowest level reached in mid-2013, at the peak of
the crisis. The employment rate of people aged 20-64
rose to 73.2% in the same period: with the current
trend, the EU is well on track to reach the Europe 2020
target of a 75% employment rate in 2020 (and,
indeed, eight EU Member States had already reached
their national Europe 2020 target in 2017).
Employment growth in 2017 and the first three
quarters of 2018 was spread among all main
demographic groups, with the largest increases
recorded by older workers (55-64) as in previous

years. Yet, substantial disparities in employment rates
across the EU suggest that there is room for further
improvement, notably for those Member States that
are still far from attaining their national Europe 2020
targets.

Unemployment has returned to its pre-crisis
level, but remains high in a number of Member
States. Thanks to the steady labour market recovery,
the unemployment rate kept declining in 2017, to
reach 6.8% in the third quarter of 2018. It now stands
at the lowest level in ten years, more than 4
percentage points (pps) below the 2013 peak. In the
euro area, the unemployment rate at 8.1% in Q2-2018
remains almost one percentage point higher than the
lowest level registered in 2008. Unemployment rates
are still particularly high in certain Member States.

Employment gains continue to be more
prominent in terms of employed persons than of
hours worked. The volume of total hours worked in
the EU kept increasing in 2017 - though more slowly
than total employment — and is not yet back to the
2008 level. A high number of involuntary part-time
workers (i.e. workers who are in part-time but would
like to work more), still 1.3 million above 2008, also
suggests that there is remaining slack in the labour
market. The decreasing number of hours worked per
person is nonetheless part of a structural trend that
started in the early 2000s.

Overall, household incomes continue to rise in
almost all Member States. Real per capita
disposable household income grew more strongly in
the Member States that most recently joined the
Union, supporting the process of upward convergence.
Yet, in a number of countries the real gross disposable
income per capita remains significantly below the pre-
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crisis levels and in some countries the median
household incomes remained stable. Aggregate
household incomes grew more slowly than GDP,
highlighting that income gains from the recovery have
reached households only to some extent - thus raising
questions about the inclusiveness of recent growth.

On the back of robust economic and labour
market recovery, the share of people at-risk-of
poverty or social exclusion decreased markedly
in 2017. More than 5 million people exited from the
risk of poverty or social exclusion, the largest decline
since the recovery started. This change was driven
mainly by decreasing numbers of people living in
(quasi-)jobless households and/or in households
experiencing severe material deprivation (since their
respective peaks, these indicators dropped by
respectively around 7 and 16 million). However, these
improvements are not benefiting all citizens and
countries in the same manner, with the at-risk-of-
poverty rate declining only slowly. The total number of
people at risk of poverty or social exclusion, at 113
million people or 22.4% of total population in 2017, is
now below pre-crisis levels. Estimates indicate that
this trend is set to continue into the next year. Still,
there remains a long way to reach the Europe 2020
poverty and social exclusion reduction target. The risk
of poverty or social exclusion remains a challenge for
groups, such as children, people with disabilities and
people with a migrant background.

Real wage growth slowed down in 2017, but has
picked up in 2018. Overall, wage growth remains
below what could be expected given the positive
labour market and economic performance. The modest
wage dynamics over the past years can be explained
by weak productivity growth, still low inflation
expectations and remaining reserves in the labour
market. In real terms, average wages still lag behind
pre-crisis levels in many Member States and their
growth remained, in 2017, below productivity growth.
This is in line with a long-term trend: in the EU,
between 2000 and 2017, real value added per person
employed grew by 15.6%, while real compensation per
employee grew by only 11.2%. Despite these
developments, there is evidence that convergence in
labour income levels is taking place although large
differences remain between and within Member
States.

Wage setting frameworks (including minimum
wages) are starting to react to the improvement
in labour market conditions. In particular, statutory
minimum wages were increased in several countries,
with the involvement of social partners. This
development is important in view of the persistently
high rates of people at risk of in-work poverty in a
number of Member States, which also require action in
the areas of tax design and benefits adequacy. Against
this background, it is important that the adjustment in
minimum wage levels follows transparent and
predictable rules, taking into account their impact on

competitiveness, job creation and the risk of in-work
poverty.

In a context of sustained job creation, some
groups still face difficulties in reaping the
benefits of the recovery. Employment growth in
2017 has been mainly driven by women, older workers
and highly-skilled people. On the other hand, the
employment rate of low-skilled workers is still below
pre-crisis levels and remains almost 30 pps lower than
that of high-skilled workers. Though increasing, the
employment rate of young people is lower than in
2008 (by 2.7 pps). On a positive note, the share of
young people neither in employment, education or
training at 10.9% is now back to pre-crisis levels.
People with a migrant background face employability
challenges: the employment rate gap between the
non-EU born and those in their EU country of birth
stood at 10 pps in 2017 (up from 4.5 pps in 2008).
This gap is especially pronounced among migrant
women. Finally, people with disabilities tend to
participate less in the labour market; the potential to
use their talents remains largely untapped.

Participation of women in the labour market
continues to grow at a fast pace. The employment
rate of women stood at 66.5% in 2017, almost 5 pps
higher than in 2008. Still, the employment rate gender
gap remains substantial, with considerable disparities
across Member States. Though women have generally
higher qualification levels than men in terms of
tertiary educational attainment, the gender pay gap is
high and only gradually declining. Women are over-
represented in lower-paid sectors and occupations and
work more frequently in underqualified jobs compared
to their skills level. The impact of parenthood and
caring responsibilities remains the main driver of lower
employment rates, with lack of or limited access to
services being a major impediment to stay in or return
to employment. Furthermore, informal carers, the
majority of whom are women, often face career
interruptions, which can result in lower pension
entitlements. A number of Member States are taking
action to provide affordable and equal access to
quality childcare and long-term care services, but
important challenges remain. A more balanced
distribution of paid family-related leave between
women and men should be encouraged. A few Member
States are adapting their tax and benefits systems to
remove disincentives to work for second earners.
Concrete actions to tackle the gender pay gap are in
place only in a limited number of countries.

The employment rate of older workers increased
substantially over the last decade. For the age
group 55-64 it rose from 45.5% in 2008 to 57.1% in
2017. Older workers were relatively more shielded
from the recession and their employment rate kept
increasing during the crisis, to then become an
important driver of job recovery. The rising duration of
working lives is explained by a number of factors,
including increases in statutory retirement age and
early retirement age, better access to care services,



availability of flexible working arrangements and
active ageing strategies. Several Member States are
further promoting labour market participation of older
workers, including by supporting flexible transitions
into retirement and providing financial incentives both
for employers and employees.

The labour market situation of young people
continues to improve, but youth unemployment
remains high in a number of Member States.
While steadily declining and back to the 2008 level,
the youth unemployment rate (age group 15-24)
presents large differences across countries with very
high rates in some of them.. Overall in the EU, almost
6 million young people aged 15-24 were neither in
employment, education or training (NEET) in 2017. If
prolonged over time, detachment of young people
from the labour market can have negative
consequences for social cohesion and potential growth
as well as negative effects for the individuals
concerned, such as the depreciation of skills and a
higher risk of poverty and social exclusion later in life.
Actions taken by Member States in line with the 2013
Council Recommendation establishing the Youth
Guarantee are key drivers for improvement.

Ensuring access to quality and inclusive
education and training enables younger
generations to become engaged and active
citizens, helping them integrate into the labour
market and society. Europe is progressing towards
reaching the 2020 headline target on early school
leaving rate of 10%, and has almost reached the
target of 40% on tertiary education attainment. Still,
large differences persist across Member States and
among population groups (for instance, between
women and men and between EU- and non-EU born
people). The high shares of low achievers in basic
skills, and the strong correlation of educational
outcomes with socio-economic status and labour
market outcomes are a matter of concern. Member
States are undertaking steps to improve their
education systems, notably to further reduce drop-out
rates, foster equal access and improve educational
outcomes among disadvantaged learners. More (and
more efficient) investment in education and training
systems is a priority in some Member States.
Improving the quality of higher education and its
labour market relevance is also high on the political
agendas of Member States, especially in the context of
rising tertiary education attainment rates.

Technological changes and related
transformations in labour markets crucially
require upskilling and reskilling of the working
age population. Having a labour market relevant
qualification is increasingly important for workers to
adapt to a rapidly changing environment. In the EU, the
ratio between low-qualified adults and the number of
jobs requiring a low qualification level is, on average,
three to one. Yet, low-qualified and older people are
significantly less likely to participate in adult learning
programmes than the average. Significant gaps
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remain in terms of digital skills: more than 40% of
adults in the EU do not have basic digital skills, with
peaks of 70% in some Member States. This implies
that a significant part of the population cannot access
a large variety of services, with negative impacts on
inclusion and productivity.

Member States are adapting their skills
development systems and are developing
strategies to improve labour market relevance
of training, with a view to facilitating learners’
transitions into and within the labour market.
This includes making skills and qualifications easier to
be understood and recognised throughout Europe and
taking into account learning outside institutional
contexts. Vocational education and training systems
are being reviewed and updated, with the goal of
improving their labour market relevance and
promoting access, but challenges remain in these
domains. The provision of incentives or other means of
support to disadvantaged groups to participate in adult
learning, together with proper guidance and the
provision of financial support to companies for training
their staff are important policy levers to achieve better
outcomes. Member States continue to increase the
offer of learning and qualification opportunities to
low-skilled adults, in line with the Upskilling Pathways
initiative. Promoting development of digital skills
occupies an important place among Member States’
education and skills priorities.

The incidence of non-standard forms of work is
roughly stable at EU level, but high labour
market segmentation remains an issue for a
number of Member States. The share of total
employees on a temporary contract did not change
significantly over recent years, hovering around 149%
on average. Overall, more than half of temporary
employees are "involuntary”, reaching 70% or more in
12 Member States. In several countries, the
combination of high shares of temporary contracts
and low transition rates towards permanent contracts
is symptomatic of labour market duality. In addition,
around one quarter of all self-employed workers in the
EU are classified as being in one of the two highest-
risk categories according to Eurofound (2017). Also,
results from a 2018 survey in fourteen Member States
seem to suggest that the proportion of people earning
more than half of their income from platform work
may now have reached around 2% in 2017. This is a
matter of concern as atypical workers experience
lower job quality and higher in-work poverty risk. This
number is expected to increase, which underlines the
importance of increased policy focus on this
development. Reforms in the area of employment
protection legislation are taking place in some Member
States, with the aim to achieve a better balance
between flexibility and security and avoid
segmentation. These include, in some cases, stricter
conditions for using temporary contracts, or larger
scope for collective bargaining to define their
framework. Regulation on new forms of work,
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including platform workers and own-account workers,
has been initiated in a few Member States.

Unemployment benefits of adequate amount,
reasonable duration, accessible to all workers
and accompanied by effective activation
measures are key to support jobseekers during
transitions. The design of these systems varies to a
considerable extent from one Member States to
another, across all dimensions. Recent reforms in this

domain have mostly focused on strengthening
activation requirements for jobseekers receiving
benefits, for instance by reinforcing job search

obligations and conditions to accept a new job.
Concerns remain about the coverage of atypical
workers, who often do not have full access to the
social protection system, and the absence of, or low
coverage for the self-employed - issues highlighted in
the  Commission's proposal for a  Council
recommendation on access to social protection for
workers and the self-employed.

Effective active labour market policies and
Public Employment Services are crucial to ensure
well-functioning and inclusive labour markets.
Active labour market policies improve labour market
matching and increase the chances of job seekers
finding a new job. Their role is especially important to
foster the integration of the long-term unemployed.
Public Employment Services are the main institutions
in charge of supporting job search efforts of the
unemployed and referring them to activation
measures. Yet, participation and investment in active
labour market policies differs significantly across the
EU, and the effectiveness of Public Employment
Services in providing job search support is
heterogeneous across and, sometimes, within Member
States. While important measures are being taken in a
majority of Member States, with a focus on the
provision of individualised services, several Member
States have scope to reinforce their active labour
market policies systems. Member States made
progress on implementing the 2016 Council
recommendation on the integration of long-term
unemployed, with further action needed to foster
cooperation across different actors and on improving
outreach towards inactive people. Member States are
continuing to reform Public Employment Services.
Their Public Employment Services are co-operating in
the framework of the European Network of Public
Employment Services. While some Member States took
further measures to promote the integration of
migrants into the labour market (with a focus in
particular on refugees), systematic approaches are
lacking and there is a need to invest more into
upskilling and recognition of skill and qualifications,
efficient labour market policies and support by Public
Employment Services.

For the first time since the economic crisis
income inequality in the EU decreased slightly in
2017, driven by faster increases in the incomes of
lower income households. This suggests that the

recovery begins to reach the most vulnerable.
Available estimates indicate that this positive trend
will continue in a majority of Member States. Still, in
2017 the richest 20% of the population had a
disposable income that was 5.1 times higher than that
of the poorest 20% in the EU (from 5.2 in 2016), with
large variation across Member States. Income
inequality is above pre-crisis levels in some countries,
often linked to unequal opportunities in access to
education, training and social protection, and
correlated to poor labour market outcomes. Some
Member States are undertaking inequality-reducing
policies, notably in the design of minimum wage
setting and tax and benefit systems. To break the
transmission of inequalities across generations,
Member States can take further action in different
areas, such as by fostering equal opportunities in
education and training, ensuring access to affordable
and quality housing, healthcare, childcare and other
essential services, promoting gender equality and
addressing regional disparities. Reducing child poverty
and increasing the access to equal opportunities
across generations call for integrated strategies that
combine early prevention, adequate income support
and access to quality services, as well as enhancing
employment opportunities.

The measured impact of social transfers
(excluding pensions) on poverty reduction
slightly increased in 2017. The poverty-reducing
impact of social transfers fell mostly in long-standing
members of the EU, while it increased in countries that
joined more recently. The overall outcome depends on
improved labour market conditions (and related
automatic  stabilisers and changes in the
characteristics of those at risk of poverty,) as well as
changes in benefits adequacy and coverage, including
the fact that benefits sometimes lag behind generally
increasing incomes. The adequacy of minimum income
benefits varies significantly among Member States, as
shown by the results of the related benchmarking
exercise.

Member States continue taking measures to
modernise social protection systems,
strengthening coverage and adequacy of
benefits and services. Steps are being taken to
improve access to social protection, notably for self-
employed and non-standard workers and their families
who continue to face significant gaps. Some
innovations are also being introduced with regard to
new forms of work. Work on improving adequacy of
benefits continues, though in some cases there have
been delays. A number of Member States are
improving their minimum income schemes by
combining adequate levels of support with access to
enabling goods and services, and with incentives to
participate in the labour market, in an active inclusion
approach. Some Member States are enhancing
integrated delivery of services (such as social
assistance, employment and other social services). In a
context where housing-related expenditures amount to
a significant share of many households’ incomes and



the number of homeless people is rising, some
Member States have undertaken reforms to improve
access to affordable housing, either through the
provision of incentives or via preventative measures.

Demographic change and rising life expectancy
present the pension, healthcare and long-term
care systems with a clear need to adapt. The
demand for long-term care and healthcare is growing
and the needs are changing as populations age. Over
the next five decades, the number of Europeans over
80 is set to double. By 2050, there will be only two
persons in active age (15-64) for one person over 65
years old, compared to three today; the ratio is already
on the decrease. Therefore, while measures to improve
financial sustainability are still high on many Member
States’ agendas, ensuring pension adequacy gains in
importance. The income replacement and poverty
prevention capacity of pensions varies significantly

among Member States. Member States are
increasingly taking steps to safeguard pension
adequacy through  minimum guarantees and

indexation of benefits, promote flexible retirement,
tailor pension rights to specific categories of workers
and enhance the role of supplementary pensions.

Improving access to quality healthcare and long-
term care, together with increasing their
effectiveness, is a guiding principle for reforms
in Member States. For some Europeans, costs and
waiting times remain important barriers for the
accessibility of healthcare. Thus, in a number of
Member States reforms of healthcare systems focus
on improving their effectiveness by better
coordination, in particular with social services, and a
stronger role assigned to primary care and prevention.
Measures are taken to improve training and working
conditions of health workers. Most long-term care is
still provided by family members, given the lack of
comprehensive schemes to cover the need for old age
care in the majority of Member States. Current reforms
intend to combine a system of support for informal
and family carers by public institutions and a network
of community and institutional services, with attention
to sustainability in the face of demographic
challenges.

A well-functioning social dialogue is a key
element of the European social market economy.
It helps strengthening social cohesion and reducing
conflicts in the society, to the mutual benefit of
workers, employers and governments. The involvement
of social partners in the preparation of reforms can
improve their design and implementation, increase
ownership among citizens and eventually lead to
better socio-economic outcomes. However, the degree
and impact of social partners’ involvement varies
considerably among Member States and is weak in
several cases. While there is no one-size-fits-all model
for social dialogue practices, in some Member States
there is clear scope for improving the capacity of
social partners and providing them with an adequate
framework for predictable and timely consultation
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including in all key stages of the European semester.
Similarly, using the experience of civil society
organisations can play and plays an important role to
ensure that reforms are designed and implemented
effectively. Yet, the degree of engagement with
societal stakeholders varies significantly among
Member States, with insufficient capacity to actively
participate in the policy debate being an issue in some
of them.



CHAPTER 1

This section presents an overview of labour market
and social trends and challenges in the European
Union, providing a detailed analytical account of major
employment and social policy areas.

1.1. LABOUR MARKET TRENDS

Labour market conditions continue to improve,
with employment reaching a record level in the
EU. On the back of strong economic growth (2.4%),
the number of people in employment in the EU
increased by 1.6% in 2017, the largest annual increase
rate since the start of the recovery. Total employment
kept increasing in the first three quarters of 2018, to
reach 239.3 million? - about 3 million jobs more than
one year ago, and the highest level ever reached in the
EU. Since employment started recovering in mid-2013,
around 15 million additional jobs were created.

The employment rate (of people aged 20-64) is
on a steady rise, getting closer to the Europe
2020 target. It increased slightly faster than in 2016,
by 1.1 percentage point to 72.2% in 2017 and
continued rising in the first three quarters of 2018, up
to 73.2% (Figure 1). If the positive trend continues at
the current pace, the EU would be well placed to reach
its Europe 2020 target of a 75% employment rate.
The situation continues to improve also in the euro
area, where the employment rate reached its highest
level at 72% in Q3-2018. These positive developments
are supported by a continuing upward trend in labour
market participation. In Q3-2018, the activity rate (15-
64) achieved a record high at 73.8% (73.5% in the
euro area). The activity rate in the EU has been

2 Total employment figures come from National Accounts (domestic concept),
OthEF figures from Labour Force Survey data. Seasonally adjusted quarterly figures are

used throughout this section.

increasing at a constant pace, even during the crisis,
closing the gap with the United States. In 2017, older
workers and women continued to drive the increase in
labour force participation.

The unemployment rate is now back to its pre-
crisis level. Thanks to the steady job creation trend,
the unemployment rate kept falling, down to 6.8% in
Q3-2018 - a level not recorded in the EU since Q1-
2008 and more than 4 pps below the 2013 peak. The
improvement is less substantial in the euro area,
where the unemployment rate, at 8.1% in Q3-2018,
remains 0.8 percentage points higher than the lowest
level recorded in 2008. These positive trends are
associated with a continuing decrease in the long-term
unemployment rate (i.e. share of the unemployed for
at least one year within the active population), which
dropped in the EU by 0.5 pps year-on-year to 2.9% in
Q3-2018 (3.7% in the euro area). Though
unemployment (including long-term) decreased across
all Member States over the last year, a significant
dispersion of unemployment rates persists (as shown
in Section 3.1.1), with some countries still far from
their pre-crisis minimum levels.
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Figure 1: Employment and unemployment rates in the EU and euro area
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Source: Eurostat, LFS.
Note: seasonally adjusted figures for Q3-2018.

Youth unemployment also continues to decrease
quickly, dropping by 1.4 pps year-on-year to 15.2% in
Q3-2018 (17% in the euro area). This level
corresponds to the minimum reached just before the
crisis (Q2-2008) and is now almost 9 pps below the
2013 peak. Still, youth unemployment remains high in
some Member States, with rates above 30% in Spain,
Italy and Greece (see Section 3.2.1). Continuing
improvements are recorded in terms of people aged
15-24 who are neither in employment, nor in
education or training (NEET), whose rate declined by
0.6 pps to 10.9% in 2017, a similar level as in 2008.

The decrease in youth unemployment is mirrored
by a parallel increase in the educational
attainment of youth: the rate of early leavers from
education and training (aged 18-24), which has been
steadily declining over the last decade, with the latest
decrease (by 0.1 pps) reached 10.6% in 2017. This is
very close to the Europe 2020 target of 10%, though
there is room for further reduction®. Tertiary
educational attainment for those aged 30 to 34
continued increasing steadily, reaching 39.9% in 2017
- almost reaching the Europe 2020 target of 40%.

The recovery continues to be more prominent in
terms of employed persons than of hours
worked. The volume of total hours worked in the EU
increased by 1.2% in 2017, continuing the positive
trend started in 2015. Nonetheless, this increase
remains below that of total employment (which rose
by 1.6%, see above), and implies that the number of
hours worked per capita decreased. Total hours worked

3 In the Communication "Strengthening European Identity through Education
and Culture" of 14 November 2017 (COM(2017) 673 final) the
Commission indicates the ambition to reduce the benchmark for early
school leaving to 5% by 2025.

2012

2013 2014 2015 2016 2017 Q3-2018

= = = Employment rate (euro area)

= = = Unemployment rate (euro area, rhs)

are not yet back to their 2008 peak level. This
evidence points to remaining slack in the labour
market, as also signalled by other indicators. In 2017,
there were almost 9 million involuntary part-time
workers in the EU (i.e. workers who are in part-time but
would like to work more), declining from a peak of
10.3 million in 2013, but still 1.3 million above the
level of 2008. In a longer-term perspective, the
moderate dynamics of working hours is part of a
structural shift, linked to a growing incidence of part-
time work over the last 15 years and changing
preferences of workers as concerns working time
arrangements. As a result, the number of hours
worked per person is on a gradually declining trend
since 2000%

Employment gains were spread among all the
main demographic groups in 2017. As in previous
years, older workers (55-64) recorded the largest
increase (Figure 2): the number of employed persons
in this group rose by 4.3% in 2017, pushing the
employment rate up to 57.1%, the highest ever
(almost 12 pps higher than in 2008). The number of
young people (15-24) in employment increased
slightly faster than in 2016 (1.6% vs. 1.3%). Yet, the
youth employment rate has not fully recovered from
the crisis, as at 34.7% in 2017 it remains 2.7 pps
below the 2008 level. Nevertheless, in view of a stable
activity rate (at 41.7% in 2017 vs. 41.6% in 2016) the
employment gains translated into a continuing
decrease in unemployment for this age group.
Employment increased slightly faster among women
than among men in 2017 (1.5% vs. 1.3%).

4 More details in European Commission (2018), "Employment and Social
Developments in Europe. Annual Review 2018".
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Figure 2: Employment rates and employment growth across different groups in the EU
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Source: Eurostat, LFS.

Yet the employment gender gap remains almost
unchanged at 11.5pps, 0.1 pps below 2016 (though
significantly lower than the pre-crisis value of 15 pps
in 2008). Although increasing by 1.7 pps at 63% in
2017, the employment rate of non-EU born people
aged 20-64 remains 10 pps lower than that of native-
born. The gap is higher for women (around 14 pps).

The recovery keeps increasing the number of
high skilled workers in the economy. The number
of people with higher education in employment
increased by 2.9% in 2017 (age group 25-64), while a
moderate increase of 0.8% was recorded among
medium-skilled workers (i.e. those with upper
secondary education). On the contrary, the number of
low-skilled workers (i.e. with lower secondary
education or below) dropped by 0.3%. Since the overall
population of low-skilled workers aged 25-64 is on the
decline (by 2.7% compared to 2016) - as part of a
trend reflecting population ageing and higher
educational attainment among younger generations -
this group's employment rate actually increased from
54.3% in 2016 to 55.6% in 2017. The gap between
employment rates of low- and high-skilled workers
slightly decreased from 30.5 pps in 2016 to 29.7 pps
in 2017, but remains very high and indicative of the
room for action to increase the employability of people
with low education level. Detailed trends by Member
States are provided in the following sections of the
report.
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Temporary employment, as a proportion of total
employment, remained almost stable in 2017,
while part-time employment decreased
marginally. Following a similar trend as in recent
years, the recovery is fostering job creation in both
permanent and temporary contracts, which rose
respectively by around 2.7 million and 0.8 million in
2017 (corresponding to percentage increases by 1.7%
and 2.9%). Nonetheless, as a proportion of total
employment, the share of temporary employees
remained almost stable, slightly increasing by 0.1 pps
to 14.3% (age group 15-64). For a second year in a
row, the proportion of part-time workers (age group
15-64) decreased marginally (by 0.1% to 19.4% in
2017), remaining almost 2 pps above the 2008 level.
On the upside, as also mentioned above, the share of
involuntary  part-time  workers is  decreasing
significantly (from 21.1% in 2016 to 19.8% in 2017)
though remaining substantial. Self-employment (15-
64) over total employment continued a slow decline,
down to 13.7% in 2017 (from 14.0% in 2016 and
14.4% in 2013).

In terms of sectoral developments, employment
continued to shift towards services. In line with
the trend of recent years, the largest number of jobs
was created in services® (2.8 million additional persons

> Within services, the largest percentage increase was recorded in "information
and communication” activities, followed by "professional, scientific and
technical activities; administrative and support service activities"
(respectively by 3.4% and 2.9% in 2017). On the contrary, "financial and
insurance services" recorded a drop by 0.7%.



in employment in 2017, or +1.6% compared to 2016;
based on national accounts). From 2008 to 2017, the
share of employment in services in the EU increased
continuously from 70.1% to 73.9%. With an increase
by 2%, construction recorded the largest increase in
employment since the recession, consolidating the
recovery started in 2015; however, the number of
employed persons is still almost 15% lower than in
2008. Industry also showed a solid expansion (by
1.5%, the highest rate since 2007). Finally, after a long
series of declines, employment in agriculture slightly
increased by 0.3% in 2017.

1.2. SOCIAL TRENDS

The number of persons at risk of poverty or
social exclusion (AROPE®)’ has substantially
declined in 2017 and is now below pre-crisis
levels. The declining trend in this indicator continued
for a fifth consecutive year in 2017, falling to 113
million persons (or 22.4% of the total population) in
line with the recovery in employment and the increase
in disposable income. As a result, in 2017 there were
more than 4 million fewer persons at risk of poverty or
social exclusion in the EU than before the crisis (in
2008), while the decline from the peak in 2012
amounts to nearly 11 million. However, given the
setback of the crisis, the Europe 2020 headline target
(20 million fewer people at risk of poverty or social
exclusion compared to 2008) remains far from reach.
The current overall decline in the indicator is driven by
drops in quasi-joblessness and severe material
deprivation and to a lesser extent to the at-risk of
poverty indicator (see below and Figure 3).

A sharp fall in the number of persons suffering
from severe material deprivation (SMD) brings
the figures to its lowest level in recent history,
reflecting rising standards of living. Over 4 million
people were relieved of severe material deprivation in

& People at risk of poverty or social exclusion (AROPE) are people who are at
risk of poverty (AROP) and/or experiencing severe material deprivation
(SMD) and/or living in (quasi-)jobless households - i.e. households with
very low work intensity (VLWI).

People at risk of poverty are people living in a household whose equivalised
disposable income is below 60% of the national equivalised median
income (this indicator is therefore an income poverty indicator).

People are severely materially deprived if they live in a household unable to
afford at least four of the following items: 1) pay rent/mortgage/ utility
bills on time; 2) keep home adequately warm; 3) meet unexpected
expenses; 4) eat meat, fish or a protein equivalent every second day; 5)
one week annual holiday away from home; 6) have access to a car for
private use; 7) have a washing machine; 8) have a colour TV; and 9) have
a telephone.

People living in (quasi-) jobless households are people aged 0-59 living in a
household where working-age adults (18-59) worked less than 20% of
their total work potential during the past year (i.e. during the income
reference year).

6 The income statistics of EU SILC refer to the previous income year, with the
exception of United Kingdom (survey year) and Ireland (income of 12
months preceding the survey).

7 The income statistics of EU SILC refer to the previous income year, with the
exception of United Kingdom (survey year) and Ireland (income of 12
months preceding the survey).

1. Overview of labour market and social trends and challenges in the European Union

the year to 2017, bringing the overall number of
persons affected down to 33.1 million or 6.6% of the
EU population (0.9 pps less than in 2017 and below
2008). This decline represents a significant
improvement for a fifth year in a row, reflecting an
improving material situation of households. In spite of
these positive developments, a large variation between
Member States persists (see section 3.4).

The record increase in employment rates has
contributed to reducing the number of persons
living in quasi-jobless households by 3.8 million in
2017. As a share of the population aged 0-59, this
corresponds to a decrease from 10.5% in 2016 to
9.5% in 2017 - below 10% for the first time since
2009. Yet, both the rate and the number of people
affected remain above pre-crisis levels.

The percentage of the population at risk of
poverty has shown its first modest decline since
the crisis. Following an increase in the number of
people at risk of poverty until 2014, this indicator had
stabilised in the following two years. In 2017 the rate
fell by 0.4 pps to 16.9%, or nearly 2 million people -
marking the first year after the crisis in which the
incomes of poor households have risen faster than
median incomes. The latest data from Eurostat flash
estimates® suggest that this decline in income poverty
rates is set to continue.

The at risk-of-poverty rate for persons living in
(quasi-)jobless households has increased for a
fourth consecutive year, and is now at a record-
high 60.8%. This points to persistent gaps in the
adequacy of social benefits in several countries and
has been identified as a trend to watch by the Social
Protection Committee®.

The in-work poverty risk remains high. In 2017,
9.4% of the working population had household income
below 60% of the national median, a figure that fell
only slightly from 2016 (9.6%) and which remains well
above the 2008 figure of 8.5%. The increases to date
have affected both part-time and full-time workers,
although the former remain at substantially higher risk
of poverty (15.6% as against 7.7%). The trend has
affected in particular younger workers (aged under 30
years) who face a higher and increasing risk vis-a-vis
workers aged 30 years and over. In-work poverty has
been identified as a trend to watch by the Social
Protection Committee both from a short- and long-
term perspective®.

8 EU-SILC data refer in most Member States to incomes recorded in the
previous year (i.e. 2016 incomes for SILC 2017, see also footnote 7).
Flash estimate statistics published by Eurostat indicate that
improvements in the at-risk-of-poverty indicator (as well as the $80/S20
ratio) are also expected in most Member States for incomes recorded in
2017 (i.e. for indicators published in 2018).

92018 SPC annual report.

102018 SPC annual report.
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Figure 3: Percentage of population at-risk-of-poverty or

subcomponents (2005-2017).

social exclusion (AROPE) and
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Income poverty figures for the most vulnerable
people indicate modest improvements, reversing
previous trends. The relative median income poverty
gap, which measures how far away from the poverty
line those at risk of poverty are (i.e. how poor the poor
are), fell in 2017. It decreased modestly from 25% to
24.1%, yet remaining well ahead of pre-crisis levels.
This suggests that the relative income position of the
most vulnerable is slightly improving. For the
unemployed, the poverty risk declined for the first time
since the crisis, yet at 48.1% in 2017 it remains near
record-high levels (48.7% in 2016).

Despite overall improvements, the risk of
poverty or social exclusion facing children
remains high. The AROPE rate for children (aged O-
17) continues to decline, falling from 26.4% in 2016
to 249% in 2017, well below the pre-crisis level.
However, 62.8% of the children of low-skilled parents
remain at risk of poverty or social exclusion, against
only 9.4% for the children of high-skilled parents. For
the children of non-EU born people, the proportion of
those at risk of poverty or social exclusion has been
rising throughout the post-crisis period, reaching
34.5% in 2017, more than twice the rate facing the
children of native-born parents. The at-risk-of-poverty
rate for children from single parent households is
twice the average for children overall, a gap that
continues to widen.

Aggregate household incomes continue to grow,
but at a slower rate than the economy as a
whole. While the gross disposable income of
households (GDHI) rose for a fourth year in a row to
2017, and is now well ahead of the 2008 level, the
annual increase still lags behind GDP growth (GDHI
grew under 1% for the year to 2017, while real GDP
per capita rose by 2.2% in the same period). This
highlights that households' income gains are lagging

behind overall income growth in the economy. As
shown in Section 3.4, gross disposable household
income per capita, in real terms, remains below pre-
crisis levels in a number of Member States.

Increases in income inequality in post-crisis
years have begun to reverse in 2017, though not
compensating yet for past increases. On average,
the richest 20% of households in Member States have
an income that exceeds that of the poorest 20% of
households by over five times. The S80/520 ratio rose
from 5.0 to 5.2 between 2008 and 2016, also driven
by poor labour market conditions and stagnating
incomes, especially in the lowest part of the
distribution. In 2017, this ratio has begun to decline,
back to 5.1 on average in the EU. The latest Eurostat
flash estimates suggest the decline is set to continue.



CHAPTER 2

The European Pillar of Social Rights, established as an
inter-institutional Proclamation by the European
Parliament, the Council and the Commission on 17
November 2017, sets out a number of key principles
and rights to support fair and well-functioning labour
markets and welfare systems. It is designed as a
compass for a renewed process of convergence among
Member States towards better socio-economic
conditions.

The European Pillar of Social Rights is accompanied by
a social scoreboard to monitor performances and track
trends across Member States!!. The scoreboard
provides a number of indicators (headline and
secondary) to screen the employment and social
performance of Member States on selected indicators
along three broad dimensions, identified in the context
of the Pillar: (i) equal opportunities and access to the
labour market, (ii) dynamic labour markets and fair
working conditions, and (iii) public support / social
protection and inclusion. Since the 2018 edition, the

Joint Employment Report integrates the social
scoreboard, whose results (as concerns headline
indicators) are summarised in this Chapter. The

analysis is placed in the broader reform context
presented in Chapter 3.

11 SWD(2017) 200 final, accompanying the Communication COM(2017) 250
final of 26 April 2017.

2.1. THE SCOREBOARD EXPLAINED

The social scoreboard is a central tool for
monitoring performance in the employment and
social domains, and convergence towards better
living and working conditions. In particular, it helps
monitoring the situation of Member States on
measurable dimensions of the Pillar, complementing
the existing monitoring tools, in particular the
Employment Performance Monitor and the Social
Protection Performance Monitor*?. It notably includes
14 headline indicators that assess employment and
social trends at large®*:

- Equal opportunities and access to the labour
market:

= Share of early leavers from education
and training, age 18-24

2 The Employment Performance Monitor (EPM) and the Social Protection
Performance Monitor (SPPM) are yearly reports prepared respectively by
the Employment Committee and the Social Protection Committee. They
identify trends to watch, key employment and social challenges in
Member States, and monitor progress towards the Europe 2020
employment and poverty reduction targets.

3 |n the 2018 Joint Employment Report, upon request of the Employment
Committee and the Social Protection Committee (and their Indicator Sub-
Groups), two headline indicators in the domain of "dynamic labour
markets and fair working conditions" ("participants in active labour
market policies per 100 persons wanting to work" and "compensation of
employees per hour worked, in euro") were not included in the overview
table and not presented as Scoreboard headline indicators in subsequent
analysis, due to technical concerns. Following discussions, in September
2018 the Committees have agreed replacing these indicators with
alternative ones (respectively 'long-term unemployment rate" and "net
earnings of a full-time single worker without children earning an average
wage'). These indicators, which are related in particular to the Pillar
principles on "Active support to employment” and "Wages', will be used in
the analysis of the current Joint Employment Report.
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=  Gender gap in employment rate, age 20-
64

= Income inequality measured as quintile
share ratio - S80/520

=  At-risk-of-poverty or social exclusion rate
(AROPE)

=  Young people neither in employment nor

in education or training (NEET rate), age

15-24
labour

- Dynamic markets and fair

conditions:

working

=  Employment rate, age 20-64
=  Unemployment rate, age 15-74

= Long-term unemployment rate, age 15-
74

= Gross disposable income of households in
real terms, per capital®

= Net earnings of a full-time single worker
without children earning an average
wage?®

- Public support / Social protection and inclusion:

» |mpact of social transfers (other than
pensions) on poverty reduction®®

=  Children aged less than 3 years in formal
childcare

= Self-reported unmet needs for medical
care!’

= Share of population with basic overall
digital skills or above.

Headline indicators are analysed using a
common methodology agreed by the Employment

* As demanded by the Committees, this indicator is measured using
‘unadjusted income’ (i.e. without including social transfers in kind) and
dropping reference to the use of purchasing power standards (PPS) units.

15 Levels of this indicator are expressed in purchasing power standards (PPS)
while changes are expressed in national currency in real terms. To
smooth out short-term fluctuations, 3-year averages are used for both
levels and changes. This indicator should be read and interpreted in
conjunction with other indicators, such as the in-work poverty rate, the
ratio between the fifth and the first decile of the wage distribution
(D5/D1) and other relevant EPM/SPPM and JAF indicators.

16 This is measured as the difference, among total population, between the
share of people at risk of (income) poverty rate before and after social
transfers.

17 Self-reported unmet needs for medical care concern a person's subjective
assessment of whether he or she needed examination or treatment for a
specific type of health care, but did not have it or did not seek it because
of the following three reasons: ‘Financial reasons’, ‘Waiting list' and ‘Too
far to travel. Medical care refers to individual healthcare services
(medical examination or treatment excluding dental care) provided by or
under direct supervision of medical doctors or equivalent professions
according to national healthcare systems (Eurostat definition). The
problems that people report in obtaining care when they are ill can
reflect barriers to care.

Committee and the Social Protection Committee
(see Annex 3 for details). This methodology evaluates
the situation and developments in Member States by
looking at levels and yearly changes®® of each of the
headline indicators included in the social scoreboard.
Levels and changes are classified according to their
distance from the respective (unweighted) EU
averages. Member States' performances on levels and
changes are then combined (by using a predefined
matrix) so that each Member State is assigned to one
out of seven categories ('best performers’, "better

than average’, 'good but to monitor’, ‘"on

average/neutral’, "weak but improving’, "to watch" and
"critical situations”). On this basis, Table 1 provides a
summary of the readings of the scoreboard according

to the latest figures available for each indicator.

A careful and non-mechanical reading of the
table is warranted. For this purpose, a detailed
analysis of the fourteen indicators, including longer-
term trends and additional indicators, when relevant, is
presented in Chapter 3. In addition, the forthcoming
country reports will provide an in-depth analysis of all
"critical situations" and additional socio-economic and
policy background to better qualify country-specific
challenges in the context of the European Semester.
Together with further analysis included in the
Employment Performance Monitor and the Social
Protection Performance Monitor, this will provide an
analytical basis for the subsequent Commission
proposals for Country Specific Recommendations
where appropriate.

2.2. EVIDENCE FROM THE SOCIAL
SCOREBOARD

The analysis of the Scoreboard points to a
continuing recovery in the labour market and
social situation for the EU as a whole!S. On
average for the EU%, all 14 headline indicators
recorded an improvement over the last available year
(i.e. 2017 or 2016 depending on data availability). The
most significant progress was recorded in (overall and
long-term) unemployment rates, which decreased in
all Member States in 2017, with only one “critical
situation”  highlighted. = Developments in  the
employment rate and the at-risk-of-poverty or social
exclusion rate were also positive across the board, as
the large majority of Member States recorded an
improvement compared to the previous year.

18 With the exception of the Gross Disposable Household Income, which is
measured as an index number (2008=100, thus reflecting a change
compared to pre-crisis) and changes in the latest year; and net earnings
of a full-time single worker without children earning an average wage,
for which three-years averages are used, in agreement with the
Employment Committee and the Social Protection Committee.

19 The cut-off date for the extraction of social scoreboard headline indicators
is 29 January 2019.

20 This evidence refers to weighted EU averages, except for the indicator "Net
earnings of a full-time single worker without children earning an average
wage" for which unweighted average is used.



Most Member States face challenges on at least
one headline indicator, but the overall count has
reduced compared to last year. Considering the
three more problematic classifications altogether, i.e.
"critical situation”, "to watch" and "weak but improving",
most Member States are flagged at least once - with
the exception of Finland, France, the Netherlands and
Sweden. Considering ‘critical situations” only (i.e.
indicators whose level is much worse than average,
and either not improving sufficiently fast or
deteriorating further), the number of flagged Member
States remained stable at 14 as in the 2018 Joint
Employment Report (though with a smaller set of
indicators in 2018; Estonia and Malta have left this
group, while Hungary and Latvia have joined it). The
count of challenges points to an improvement across
the board. Across the 14 domains assessed, overall
118 ‘critical situation”, "to watch" or "weak but
improving" cases are identified, i.e. about 31% of the
total number of assessments (compared to 33% in the
2018 JER); of these, 41 are ‘critical situations’,
corresponding to 10.6% of all assessments (compared
to 13% in the 2018 JER)?.

Looking at the three broad dimensions covered by the
scoreboard, similarly to the 2018 Joint Employment
Report, problematic flags appear more frequently in
the area of "public support/social protection and
inclusion”, with an average of 9.8 cases (of which 3.5
"critical situations") per indicator. Children aged less
than 3 years in formal childcare appears as the
indicator with most flags, i.e. for 12 Member States (of
which 4 in the bottom category).

The dimensions of "equal opportunities and access
to the labour market" and ‘'dynamic labour
markets and fair working conditions" follow, with
an average of 9 and 6.8 flagged cases per indicator
respectively (3.4 and 2 "critical situations" each). In the
first domain, the most flagged indicators are early
leavers from education and training and the
income quintile share ratio (10 times). In the latter,
net earnings of a full-time single worker without
children earning an average wage appears as the
indicator with most numerous challenges (12 flags).

As for the last year, the situation of Member
States and the severity of the respective
challenges vary widely. Greece, Romania and Italy
still present ‘critical’, "to watch", or "weak but
improving" assessments on ten or more indicators - of
which “critical situations" flagged respectively for 6, 4
and 7 indicators (see Table 1). For these countries,
challenges are spread uniformly across the three
domains (still, "better than average" performances are
flagged once for Greece and lItaly, respectively on the

2L The improving trend is confirmed if the two new indicators (‘long-term
unemployment rate" and 'net eamings of a full-time single worker
without children earning an average wage") are excluded from the count
to allow a comparison on the same set of indicators. In this case, the
overall percentage of ‘critical situations’, "to watch" or "weak but
improving" cases among total assessments is still 31%, while the
percentage of "critical situations" slightly increases to 11%.

2. Snapshots from the social scoreboard

early school leavers rate and self-reported unmet
needs for medical care; Romania is “better than
average” on the unemployment rate and “best
performer” on the growth of gross disposable
household income per capita). In terms of overall
count, Croatia and Spain (9 challenges each), Bulgaria
(8 challenges) and Latvia (6 challenges) follow. By
contrast, Sweden is a "best performer" or "better than
average" on 11 headline indicators, followed by Czech
Republic and the Netherlands (10 indicators each),
Austria, Denmark, Germany and Slovenia (8 indicators
each).

When looking at equal opportunities and access to
the labour market, the largest improvements were
recorded, on average, in terms of at-risk-of-poverty or
social exclusion and NEET rates, while progress has
been more muted as concerns early school leaving,
gender employment gap and income inequality
(however, the latter indicator shows the first decrease
in the post-crisis period). When looking by indicator:

e Spain, Italy and Romania face a "critical situation"
when it comes to early leavers from education
and training, compared to Croatia, Ireland, Poland
and Slovenia as the "best performers”;

e Greece, Italy, and Romania score critical on the
gender employment gap, compared to Finland,
Lithuania and Sweden as "best performers";

e Bulgaria, Spain, Latvia and Lithuania face a
‘critical situation" in terms of income inequality
compared to the best performance of the Czech
Republic, Finland, Slovenia and Slovakia;

e The situation as concerns the at-risk-of-poverty or
social exclusion rate is critical in Bulgaria, Greece
and Lithuania, compared to the Czech Republic
and Finland as "best performers”;

e Cyprus, Croatia, Greece and lItaly face a "critical
situation” when looking at NEETs while Austria,
Czech Republic, Germany, the Netherlands,
Slovenia and Sweden perform the best.

Turning to dynamic labour markets and fair
working conditions in the EU, on average the
situation improved over the last year across all
indicators, notably employment and unemployment
rates (both overall and long-term), gross disposable
household income (GDHI) per capita and net earnings
of a full-time single worker without children earning
an average wage. When looking by indicator:

e C(roatia, Greece, Italy and Spain face a “critical
situation" when it comes to their employment rate,
compared to the Czech Republic, Estonia,
Germany, the Netherlands, Sweden and the UK as
the "best performers”,

e No country scores critical on the unemployment
rate (Cyprus, Croatia, Greece and Spain are
marked "weak but improving’, while Italy is "to



Joint Employment Report 2019

watch"); on the other hand, the Czech Republic
scores as "best performer”;

Italy scores critical on the long-term
unemployment rate (no ‘'best performers"
identified through the methodology, while 14
countries are "better than average")

The growth in per capita GDHI is seen as a "critical
situation” in Greece, Cyprus and Italy, compared to
Bulgaria, Lithuania and Romania as ‘'best
performers”

The situation on net earnings of a full-time single
worker without children earning an average wage
is assessed as critical for Hungary and Slovakia,
while Austria, Germany, Luxembourg, the
Netherlands and the United Kingdom are the "best
performers".

As regards public support and social protection
and inclusion, the situation has improved over the
last year in terms of childcare availability, self-
reported unmet need for medical care, digital skills
and impact of social transfers on poverty reduction.
When looking by indicator:

Bulgaria, Greece, Italy, Latvia, Portugal and
Romania face a "critical situation" when it comes
to the ability of their social transfers to reduce the
risk of poverty. This compares to Denmark,
Finland, Hungary and Ireland as the 'best
performers”;

Bulgaria, the Czech Republic, Greece, Poland and
Slovakia score critical on the participation of
children aged less than 3 to formal childcare,
compared to France, Luxembourg, the Netherlands
and Portugal as "best performers”;

Latvia faces a "critical situation" in terms of self-
reported unmet need for medical care (no "best
performers" identified through the methodology,
while 12 countries are "better than average");

Bulgaria, Croatia and Romania face a ‘"critical
situation” when looking at levels of digital skills,
while Finland, Luxembourg, the Netherlands and
Sweden perform the best.

20



Table 1. Summary of headline indicators of the Social Scoreboard

2. Snapshots from the social scoreboard

Equal opportunities and access to the labour market

Dynamic labour markets and fair working conditions

Public support / Social protection and inclusion

Weak but improving

BG, MT, PT

EL, IT, RO

BG, RO

CY, EL, ES, HR

EL, ES

LT, EE, RO, BG, LV

. Net earnings | Impact of social | Children aged
Early leavers from - At risk of Long-term . . Self-reported -
. Gender Income quintile . Unemployment GDHI per capita | of a full-time transfers on |less than 3 years Individuals' level
education and B poverty or social | Youth NEET rate [Employment rate unemployment . R unmet need for . .
.. employment gap ratio . rate growth single worker poverty in formal ) of digital skills
training exclusion rate rate ) ) ) medical care
earning AW reduction childcare
Year 2017 2017 2017 2017 2017 2017 2017 2017 2017 2016 2017 2017 2017 2017
Best performers HR, IE, PL, SI FI, LT, SE €z, Fl, SI, SK SLCCDERERE] E2 0 lE:( NL, SE, BG, LT, RO UK, NL, LU, AT,DE DK, FI,HU,IE  BE, DK, LU, NL, SE Fl, LU, NL, SE
AT, DE, CY, CZ, DK AT, CZ, DE, DK, ES
DK, EE, LU, PT, SI, | BE, CY, DK, HU, MT, | CY, DE, FR, MT, PL, AT, DE, HU, LU, MT P BE, FR, SE, DK, IE, | CZ, FR, PL, SE, S| P T
Better than average AT, (Z EL, LT, LV,NL| " _ " "7~ 7 CY, DK, HU M, | CY, DE, R, MI, pL, IE AT, BG, LT, PT, SI P 2| EE HR, HU, MT,NL, | DK, EE, HU, SE o R BLSE SL ES, FR, MT, SI FR HU, IT, LU, MT, | AT, (Z, DE, MT, UK
SK NL, SE SE, S, SK NL, PL, PT, RO, UK Fl UK
PL, PT, SE, UK NL, PL
On average BE, DE, EE, FI, FR, SE, | AT, BE, BG, CY, DE, | DE, EE, FR, HR, LU, | BE, EE, HU, IE, PT, L?IE’JI'T’ I::_ '::'_ LSI( CY, FI, FR, HU, IE, ?:ER ?:L?’KL\EES? BE, BG, FI, FR, IE, L(lf’L[:/E’ILi’ ?TF; MT. 1T EL ES BE, CY, DE, MT, NL, O FLIE. LV, UK BE, BG, CY FI, HR, IE, | BE, EE, ES, FR, LT, SI,
9 UK ES, FR, IE, NL, UK PL UK Y UK, "7 LU, LV, MT, PL, SK i ’SI ’SK "7 LT, LU, LV, RO, SI ! ’SK’ T T SK oy LT, PT, SE, SK SK

EE, EL

Note: update of 29 January 2019. GDHI per capita growth not available for HR, MT and PL; net earnings of a full-time single worker without children earning the average wage not
available for CY; individuals' level of digital skills not available for IT; participation of children aged less than 3 years in childcare is considered unreliable for HU. Breaks in series and
other statistical flags are reported in Annexes 1 and 2.
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Box 1. Benchmarking - state of play

The importance of benchmarking as a tool to support structural reforms and foster upward convergence in the employment
and social fields was recognised by the Five Presidents' Report of June 20152 and further underlined in the Reflection Paper
on EMU deepening of May 2017%. The Communication of 26 April 2017 establishing a European Pillar of Social Rights2*
identified benchmarking as a key vehicle to support the implementation of the Pillar within the European Semester. Since then,
benchmarking exercises have been developed and discussed with Member States in several areas.

In particular, the Employment Committee (EMCO) and the Social Protection Committee (SPC) have agreed on a common
approach in three steps: (1) identification of key challenges and a set of high level outcome indicators relevant for the policy
area under consideration; (2) performance indicators which allow for benchmarking the performance; (3) the identification of
policy levers, which are accompanied by general principles for policy guidance and, when available, by specific indicators. At
this stage, reference values for policy levers are not set, as the aim is to allow for comparisons across Member States.

The benchmarking framework on unemployment benefits and active labour market policies was used for the first time in the
2018 European Semester. In this context, a comparative analysis of specific design features and performance of
unemployment benefit systems, notably as concerns eligibility and adequacy aspects, was included in the 2018 Joint
Employment Report and Country Reports. Following the endorsement by the Employment Committee (EMCO), elements of the
framework related to the activation component of unemployment benefit schemes (e.g. availability-to-work conditions
attached to receiving unemployment benefits) and to labour market services in support of job seekers are now integrated in
the European Semester 2019 and are presented in this report.

Upon endorsement by the Social Protection Committee (SPC), the European Semester 2019 also sees a full integration of the
benchmarking framework on minimum income benefits, covering adequacy, coverage and activation components of minimum
income schemes, including as concerns their relation with in-kind services (healthcare, education and housing). Finally, this
Semester cycle benefits, for the first time, from the results of the benchmarking framework on adult skills and learning, which
was agreed with the Employment Committee in October 2018. Work is currently ongoing within relevant Committees on
possible additional benchmarking frameworks, such as on pension adequacy, to be utilised in future Semester cycles.

22 Completing Europe's Economic and Monetary Union, Report by Jean-Claude Juncker, in close cooperation with Donald Tusk, Jeroen Dijsselbloem, Mario Draghi and
Martin Schulz, 22 June 2015.

% COM(2017) 291 final.
24 COM(2017) 250 final.
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CHAPTER 3

This section presents an overview of recent key
employment and social indicators and measures taken
by the Member States in priority areas identified by
the EU employment guidelines®>, as adopted by the
Council in 2018. For each quideline, recent
developments on a selection of key indicators are
presented, as well as policy measures taken by
Member States. As concerns the latter, the section

draws on Member States’ National Reform
Programmes 2018 and European Commission
sources?®. If not specified otherwise, only policy

measures implemented after June 2017 are presented
in the report. An in-depth analysis of recent labour
market developments can be found in the Labour
Market and Wage Developments 2018 report?’ and the
Employment and Social Developments in Europe
Review 2018.28

3.1. GUIDELINE 5: BOOSTING DEMAND
FOR LABOUR

This section looks at the implementation of the
employment guideline no. 5, which recommends
Member States to create conditions promoting labour
demand and job creation. It first presents an overview

% Council Decision (EU) 2018/1215 of 16 July 2018 on guidelines for the
employment policies of the Member States.

% ncluding LABREF database, available at
http://ec.europa.eu/social/main.jsp?catld=1143&intPageld=3193.

27 European Commission (2018). Labour Market and Wage Developments in
Europe. Annual review 2018. Luxembourg: Publications Office of the
European Union. Available
at:http://ec.europa.eu/social/main.jsp?catld=738&langld=en&publd=8139
&furtherPubs=yes

28 European Commission (2018). Employment and Social Developments in
Europe. Annual Review 2018. Luxembourg: Publications Office of the
European Union. Available at:
http://ec.europa.eu/social/main.jsp?catld=738&langld=en&publd=8110&f
urtherPubs=yes
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of unemployment and employment rates by Member
State, complementing the analysis at EU level made in
Chapter 1, to highlight the relevance of the job
creation challenge across countries. It then looks at
self-employment dynamics, as a proxy for
entrepreneurship and as a source of employment
growth per se (aspects of self-employment related to
new forms of work are discussed in Chapter 3.3).
Finally, it investigates wage and tax wedge
developments as key macroeconomic determinants of
hiring decisions. Section 3.1.2 reports on policy
measures implemented by Member States in these
areas to promote labour demand, including hiring
subsidies.

3.1.1. Key indicators

The decline in unemployment accelerated in
2017. For the first time after the crisis, the
unemployment rate decreased in all EU Member
States. A quicker-than-average drop occurred notably
in some Member States suffering from very high
unemployment rates — Greece, Spain, Croatia, Portugal,
all experiencing a reduction by 2 pps or more -
pointing to a clear convergence trend?® towards lower

2 When looking at social scoreboard figures according to the common
methodology, the report uses the concept of convergence in levels, or
"beta-convergence’. This refers to the situation where indicators in
worse-performing countries improve faster than in best performing ones.
It can be assessed by looking at the slope of the regression line in the
scatterplot of levels against changes.
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Figure 4: Unemployment rate (15-74) and yearly change (Social Scoreboard headline indicator)
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Note: Axes are centred on the unweighted EU average. The legend is presented in the Annex.

unemployment levels. Nonetheless, a strong decrease
occurred also in some low-unemployment countries —
by more than 1 pp in the Czech Republic, the
Netherlands, and Poland. As evident from Figure 4
(which looks jointly at levels and changes according to
the agreed methodology for assessing headline
indicators of the social scoreboard*), the dispersion of
unemployment rates remained substantial in 2017,
with values ranging from around 3% in the Czech
Republic to 21.5% in Greece. The unemployment rate
also remains high in Italy, with only limited
improvements compared to 2016. In spite of the
steady decrease since 2013, in many Member States
the unemployment rate remains much higher than in
2008 (Figure 5) — especially in Croatia, Greece, Cyprus,
Italy and Spain. On the contrary, in Germany, Hungary
and Poland the unemployment rate in 2017 was more
than 2 pps lower than before the crisis.

30See Chapter 2 and Annex 2 for details.

While employment rates registered strong
increases, significant disparities remain. 27
Member States recorded increases®!. As shown in
Figure 6, employment rates are only partially
converging: Member States characterised by lower
employment rates tend to experience a somewhat
faster growth than average - but the situation remains
scattered. Employment rates (age group 20-64)
diverge widely, ranging from 57.8% in Greece to
81.8% in Sweden in 2017. At the lower end, the
employment rate remains much below the EU average
in some of the countries most hardly hit by the crisis,
namely Greece, Croatia, Italy and Spain (flagged as
"critical situations"). Nine countries are already above
the 75% target, while the six best performers
(Sweden, Germany, Estonia, the Czech Republic, the
United Kingdom and the Netherlands) are all close to
or above 78%.

31 Denmark has recorded a decrease by 0.5 pp, which should be interpreted
with caution as its employment statistics present a break in series in
2017 and 2016 (see also Annexes 1 and 2). A break in series is also
flagged for Belgium in 2017.
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Figure 5: Unemployment rate (15-74),

multiannual comparison
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Average employment rates in the EU have been
constantly rising since 2013 and are now well
above the pre-crisis peak. Hungary and Malta, who
had the lowest employment rates in the EU in 2008,
have experienced the highest long run increases
(+11.8 pps and +13.8 pps respectively in 2017) and
are now slightly above the EU average. However,
disparities are still high. In particular, similarly as for
unemployment rates, employment rates in 2017
remained below 2008 levels in those countries most
affected by the crisis, such as Greece, Italy, Croatia,
Spain, Cyprus and Ireland (Figure 7).
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The sustained job growth did not affect the long-
term declining trend in self-employment. In
absolute numbers, self-employment fell by 0.5% in
2017 (after a slight increase in 2016%?). It continued to
decline also in relative terms, representing 13.7% of
total employment in 2017 (down from 14.0% in 2016
and 14.4% in 2013). The share of self-employed men
over the total men employed, at 17.2%, remains much
higher than for women (9.7%). Trends in self-
employment are less negative if the primary sector
and manufacturing are excluded. In particular, self-
employment has steadily increased over the last ten
years in most of the sectors related to services.

Overall figures are the result of diverging
developments across Member States, sectors
and sub-groups. However the trends in self-
employed do not seem linked to performance in
employment at Member State or sectoral level. In
terms of age and education groups, developments
reflect to a large extent the changing composition of
the workforce: self-employment kept falling for people
aged 15-49 while it increased markedly for people
aged 50-64 and 65 and over (+1.2% and +4.0%,
respectively). The level of education is also an
important factor, as in 2017 the number of self-
employed decreased by 3.2% for people with up to
lower secondary education and increased by 1% for
people with tertiary education. Finally, an increase in
the number of self-employed born outside the EU is
recorded. Aspects related to self-employment as an
atypical form of work are discussed in detail in
Chapter 3.3.

32 Eurostat, LFS.
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Figure 6: Employment rate (20-64) and yearly change (Social Scoreboard headline indicator)
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Wage growth remains moderate in most Member
States. Nominal wage growth in the EU has remained
subdued during the recovery, but started picking up in
2017, with compensation per employee increasing by
2.1% in 2017 and 2.7% in 2018 (according to the
Commission Autumn Forecast 2018). Differences
across countries are considerable, with wages growing
generally faster in Member States with lower levels
and in those that are not members of the euro area.
The increase in nominal compensation per employee in
2017 was the highest in Romania (16.0%), Lithuania
(9.1%), Hungary (7.9%), Latvia (7.9%) and Bulgaria
(7.5%), pointing to wage convergence between Eastern
and Western Europe. At the low end, nominal wages
declined in Finland (-1.1%) and Croatia (-1.1%) and
remained flat in Spain, Italy and Greece.
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In real terms, wage growth slowed down in 2017
compared to 2016, but slightly accelerated in
2018. In the EU, real consumption wages (i.e. wages
adjusted for the change in consumer prices) grew by
0.5% in 2017, down from 1.2% in 2016. In the euro
area, real wages almost stagnated (+0.2%). A decline
was recorded in eight countries: Spain, Italy, Greece,
Croatia, Portugal, the Netherlands, Austria and Finland.
The slowdown compared to 2016 was partly due to
the increase in consumer prices, which was not
matched by the rise in compensations. However, even
when looking at real production wages (adjusted for
the GDP deflator), the picture is almost unchanged,
with real wage growth increasing only slightly in the
EU in 2017 (by 0.7%) and a decline registered in ten
countries (Figure 8). In 2018, real wage growth slightly
increased to 1% (according to the Commission Autumn
Forecast 2018).



Figure 7: Employment rate (20-64), multiannual

comparison
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In 2017, real wage growth stood below
productivity growth in most Member States. This
trend is also confirmed over a three-year period
(Figure 9) and in a longer-term perspective (Figure 10).
In nine countries (Belgium, Cyprus, Croatia, Finland,
Greece, Italy, the Netherlands, Portugal and Spain),
real wage growth was negative over the period 2015-
2017. Also over the longer term (2000-2017), real
wage developments have been trailing behind
productivity on average. In Portugal and Italy, wages
are still below 2000 levels in real terms. The recent
trend is opposite for most of the central and eastern
Member States, where, over the last three years, real
wage growth (deflated with GDP deflator) exceeded
productivity growth, partially as a result of the
catching-up process towards higher income countries.
In 2017, the largest excess growth of real wages over
productivity growth was observed in the Baltic Member
States, Bulgaria, and Slovakia.
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Figure 8: Real compensation per employee, HICP
and GDP deflator, 2017 annual % change
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Wage growth remains below what could be
expected on the basis of current unemployment
levels. In the recovery, wage growth has been
moderate overall, and has not appeared to react to the
fall in unemployment rate as in previous economic
cycles. This phenomenon has been called the apparent
‘flattening"” of the wage Phillips curve, ie. the
relationship between wage growth and unemployment.
As shown for the euro area in Figure 11, it suggests
that wages have become less responsive to the overall
unemployment rate in the economy.
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Figure 9: Real compensation per employee and
productivity, average growth rates 2015-2016-
2017
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Source: Eurostat, National Accounts (own calculations,
from Labour Market and Wage Developments in
Europe, annual review 2018).

Moderate nominal wage growth during the
recovery can be explained by low inflation, low
productivity growth, the effect of some labour
market reforms and remaining reserves in the
labour market. A significant part of the moderation
in nominal wages can be explained by low inflation
(1.5% on average during the recovery, between 2010
and 2017, compared to 22% in 2000-2007).
Meanwhile, real productivity growth increased
somewhat (0.7% on average over 2010-2017 as
compared to 0.4% pre-crisis) but was coupled with a
significantly higher unemployment rate (11.7% in the
post-crisis period as compared to 8.7% pre-crisis).
Overall, recent estimations suggest that inflation,
productivity and labour market reserves explain much
of the recent wage moderation (IMF 201733 European
Commission 20183). Latent labour market reserves,
notably an increased share of underemployed part-
time workers, may contribute to wage moderation in
some Member States with low unemployment rate.

33 |MF (2017), World Economic Outlook, October 2017.

34 European Commission (2018). Labour Market and Wage Developments in
Europe. Annual review 2018. Luxembourg: Publications Office of the
European Union.
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Figure 10: Wage and productivity developments,
2000-2017 average % changes
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Figure 12: Net earnings and yearly change — average over three years (Social Scoreboard headline

indicator)

2016
10.0

BG*
RO
80

Lv

L

6.0

EE*
wPL

40

y = -0.0003x +7.7356
R? = 05032

20

EL
0.0
8000

12000 16000 20000

&P

Net earnings of a full time single worker earning the AW (3-year average change in real terms)

-20

W AT
M DE
DK

ES

M NL
R WK

|
FBE

IT
MT

24000 28000 32000 36000

Net earnings of a full time single worker earning the average wage (PPS)

Source: OECD (own calculations). Period: 2016 levels (3-year average) and average yearly changes 2013-2016.
Note: Axes are centred on the unweighted EU average. The legend is presented in the Annex. Member States
marked with an asterisk are those where nominal unit labour cost (NULC) exceeded the threshold set by the
Macroeconomic Imbalances Procedure (MIP). The MIP scoreboard indicator is the percentage change over three
years of NULC. The threshold is 9% for the euro area countries and 12% for the non-euro area countries. Data

not available for Cyprus.

Figure 11: Phillips curve for the euro area:
growth rate of compensation per employee,
2000-2017
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Net earnings are converging in Europe, with fast
growth in Central and Eastern Europe and slow
growth in Western and Southern Europe,
especially in those countries most affected by
the crisis. Convergence in labour income levels is key
to ensure that anyone in the EU achieves a decent
standard of living, as advocated by the European Pillar
of Social Rights. Evidence shows that this convergence
process is taking place, albeit at a slow pace, as large
discrepancies still remain across Member States.
Taking as a reference a single earner without children
earning the average wage level, over a three-year
period (2013-2016) net earnings> increased the most
in some countries characterised by the lowest levels.
For this reason, Bulgaria, Romania, Latvia, Lithuania
and Estonia are classified as “weak but improving”.
Slovakia and Hungary, while having also experienced
higher than average increases, are marked as "critical

35 Net earnings levels are measured in purchasing power standards (PPS) to
allow a meaningful comparison across Member States. The changes are
measured in national currency and in real terms. This indicator should be
read and interpreted in conjunction with other indicators, such as the in-
work poverty risk rate, the ratio between the fifth and the first decile of
the wage distribution (D5/D1) and other relevant EPM/SPPM and JAF
indicators.
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situations” in the Social Scoreboard in view of slower
progress. At the other end of the spectrum, growth in
net earnings was moderate (ranging from 0.7% to
2.1%) in all the "best performers" (Luxembourg, the
United Kingdom, the Netherlands, Germany and
Austria). Net earnings decreased or did not grow in
Portugal, Greece and Belgium.

Figure 13: In-work at-risk-of-poverty rate,
multiannual comparison
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In-work poverty risk remains well above pre-
crisis levels and is only slowly declining. The
share of persons who, while being at work, have an
equivalised disposable income below the risk-of-
poverty threshold rose from 8.6% in 2008, to 9.0% in
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2013 and to 9.4% in 2017. The highest level was
recorded in Romania (17.4%), followed by
Luxembourg, Spain, Greece and lItaly — all above 12%.
At the other end of the spectrum, the in-work poverty
risk rate is below 5% in Finland, the Czech Republic
and Ireland. In-work poverty risk kept increasing in
several Member States in 2017, including (by more
than 0.5 pps) in Hungary, ltaly, Latvia, Slovenia,
Belgium and the Netherlands (see also Chapter 3.4).

Figure 14: Minimum wages as proportion of the
median and average earnings of full-time
workers (2017)
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Note: AT, CY, DK, FI, IT and SE do not have a statutory
national minimum wage. For BG, HR and MT no
information is provided by the OECD. Eurostat data
indicates that, in 2017, the monthly minimum wage as
a proportion of the mean value of monthly wages was
47.8% in BG, 40.6% in HR and 43.6% in MT (Industry,
Construction and Services; not comparable to OECD
figures).
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Figure 15: Tax wedge on labour, level in 2017 and change 2013/2017
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Wage dispersion seems broadly stable in Europe.
Wage growth, especially at the bottom of the wage
scale, plays an important role in reducing income
inequalities and in-work poverty risk. Dispersion of
gross earnings, measured as the ratio between the
fifth and first decile (D5/D1), ranged in 2016 from
143 in Finland to 1.90 in the Czech Republic. Wage
setting institutions can have an impact on wage
dispersion. In particular, stronger collective bargaining
tends to be associated with a lower earnings inequality
(European Commission, 20183). Collective bargaining
coverage varies widely across Europe, reflecting
different national traditions and institutions. In 2015,
the percentage of employees with the right to bargain,
as computed by OECD, ranged from 98% in Austria to
7.1% in Lithuania.

%6 European Commission (2018). Labour Market and Wage Developments in
Europe. Annual review 2018. Luxembourg: Publications Office of the
European Union.
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In most Member States, statutory minimum
wages set a lower bound to the wage
distribution. Minimum wages may increase labour
market participation of certain groups and support
aggregate demand by increasing the income of low-
wage earning families, which have a higher propensity
to consume. At the same time, minimum wages
increase the cost of hiring low-wage workers, thereby
potentially harming the employment opportunities of
groups typically earning low wages (e.g. young and
low-skilled workers), depending on the structure of the
economy and the macroeconomic situation. Statutory
minimum wages set at a national level exist in most
Member States, with the exception of Austria, Cyprus,
Denmark, Finland, Italy and Sweden. For international
comparison, the absolute level of the minimum wage
is not a very useful measure because it does not take
into account cross-country differences in labour
productivity and prices. It is therefore more useful to
look at the minimum wage relative to a country's
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average or median wage. Figure 14 shows the
minimum wage as a percentage of the median wage
in EU Member States, as calculated by the OECD. The
highest minimum wages, as a ratio to the median, are
found in France, Slovenia, Portugal, Romania, and
Luxemburg. The lowest levels are observed in the
Spain, Czech Republic, Estonia, the Netherlands, and
Ireland. As the potential impact on both employment
and living conditions is higher when a large share of
the workforce is covered by the minimum wage, this
indicator should also be taken into account in the
discussion of policy options at national level. Targeted
measures to reduce in-work poverty risk, such as in-
work benefits, should also be considered.

The tax burden on labour in Europe has gradually
decreased in recent years, but significant
differences remain across Member States. In
2017, the tax wedge for a single worker earning the
average wage ranged from less than 30% in Ireland
and Malta to around 50% in Belgium, Germany, Italy,
France, Austria and Hungary. For lower income workers
(defined as those earning 67% of the average wage),
the tax wedge ranged from around 20% in Malta and
Ireland to more than 45% in Belgium, Hungary and
Germany. Different country patterns emerge with
respect to the progressivity of tax rates and the
redistributive effect of the tax system (see section
3.4).In 2017, the most significant reductions in the tax
wedge for single workers earning the average wage
occurred in Hungary (-2.1 pps), Luxembourg (-1.8 pps)
and Finland (-1.2 pps), while the largest increase was
in Bulgaria (+0.6 pps). Between 2013 and 2017 the
non-weighted average tax wedge decreased by 0.5 pps
in the EU (and by 0.8 pps for low-income workers, with
important reductions in Italy, Hungary, France,
Belgium, Romania and the Netherlands). Over the
same period, there has been some convergence in the
level of the tax wedge, with the difference between
the highest and lowest tax wedge at average wage
level decreasing by 2.1 pps, and by 2.9 pps for lower
income workers. This is principally due to large
reductions in some of the countries experiencing the
highest rates (Belgium, Austria, Hungary, as well as
Italy and France, but limited to lower income workers).
Large reductions in the tax wedge were also seen in
Romania and the Netherlands. Increases in the tax
wedge over the same period were less pronounced, but
affected particularly lower income workers in the
Czech Republic, Slovenia and Portugal®”.

3.1.2. Policy response

Several Member States resorted to employment
subsidies for job creation, although some scaling
down is occurring as labour market conditions
improve. Most measures in this area target specific
groups facing labour market integration problems (e.q.

7 More information on recent trends including on different income groups can
be found in: Tax Policies in the European Union - 2018 Survey, European
Commission, DG TAXUD.
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youth, older people, long-term unemployed, migrants,
etc) and consist of financial incentives to employers
for hiring targeted workers. Targeted hiring subsidies
were introduced or confirmed by several Member
States (more details to be found in section 3.2). A few
countries also adopted hiring subsidies for a wider
public, i.e. without or with looser eligibility conditions,
usually with the aim of promoting open-ended
employment. In Greece, additional cycles of public
works schemes were launched in 2017 and 2018 to
address those mostly affected by unemployment and
to improve their skills through counseling, training and
certification. Target groups include refugees and
asylum seekers, and a new programme in forest fire
protection was launched in May 2018. Additional
programmes focus on hiring unemployed graduates in
the public sector, the provision of subsidies to private
sector employers for the hiring of self-employed
workers (under contracts for the provision of
independent services) as employees, as well as to hire
unemployed people of different age cohorts (mostly
highly qualified). In France, subsidised contracts
declined further in 2018 from 310,000 to 200,000
and are now limited to the most vulnerable people in
the non-profit sector, including young people and the
long-term unemployed. As of 2018, existing schemes
of subsidised contracts were reviewed and renamed
Parcours Emploi Compétence, increasing their
counselling and training dimension. In this context, a
targeted hiring premium called Emplois francs for
hiring jobseekers from most deprived urban areas
(Quartiers politique de la ville) is being tested since
April 2018 in ten areas, with no other condition than
being a jobseeker resident in the area. Moreover, in the
context of the new Poverty Plan, additional measures
for labour market integration of people with social and
employment difficulties (Insertion par lactivité
économique) have been decided. Italy introduced a
structural reduction of contributions for employers
hiring young people or long-term unemployed in
Southern regions on a permanent basis or under
apprenticeships. Portugal put in place a set of financial
incentives to permanent hiring, in the form of partial
exemptions of social security contributions for certain
vulnerable groups (young people, long-term
unemployed, older people) and also an action
programme towards the extraordinary regularisation
of precarious employment contracts in civil service
(Public Administration). In Hungary, the ESF contributes
to enhancing the employment potential of social
enterprises through incentives and subsidies for job
creation.

Some Member States are taking action to
promote entrepreneurship and start-ups. In
Greece, subsidies are granted for a first-time hiring of
employees by young self-employed or enterprises run
by young people up to 35 years old. Moreover, the
legislative framework on social and solidarity economy
supports the development of entities in this sector. In
Latvia, a new law sets the main principles and working
arrangements of social enterprises. Support to
approximately 200 social enterprises will be provided.



Moreover, the turnover threshold for payers of the
microenterprise tax has been reduced from EUR
100,000 to EUR 40,000, keeping a single rate of 15%
of which 80% is diverted towards state insurance
mandatory contributions. In Hungary, since autumn
2017, a loan facility (that can be combined with
several other grant instruments) is available to support
individuals to become entrepreneurs or to social
enterprises to promote the expansion of their market
activities. In Poland, the government has adopted a
draft law to reduce social security contributions for
small business owners, so-called small ZUS
contributions. In Slovakia, new legislation has been
adopted on the conditions for the public support to
social economy and social enterprises. In Bulgaria a
new legislation on the social and solidarity economy’s
enterprises has been adopted. The aim is to increase
employment and social inclusion of vulnerable groups
through incentives provided by the state and local
authorities. In Finland, as of 2018, it is possible to
receive the unemployment benefit in the form of a
grant for starting-up a new business and while
working as a part-time entrepreneur. Moreover,
discussions are ongoing on how to make easier for the
unemployed to set up companies. Steps have also
been taken in many Member States to make sure that
self-employed enjoy adequate social rights (see
section 3.3 on labour market segmentation).

Some Member States reduced labour costs by
decreasing the tax wedge, often targeting the
lowest incomes The tax wedge was tackled mainly
for low-income earners, through reforms focused on
personal income taxation, often by increasing tax
allowances (i.e. the tax-free amount of income) or
introducing progressivity in the overall system. For
instance, a major reform was adopted in Lithuania,
amending the Law on Personal Income Tax (PIT),
introducing progressivity instead of the previous flat
rate and increasing the tax-exempt amount of income.
Similarly, in Latvia a major tax reform includes the
replacement of a flat 23% personal income tax rate
with a progressive system. Non-taxable allowances
were also increased. Estonia also introduced non-
taxable allowances. The Netherlands announced a PIT
reform to be implemented over the course of 2019
and 2020. This includes a reduction in the number of
tax brackets from four to two, alongside an increase in
the general tax credit and the earned income tax
credit. The reform is expected to reduce the overall tax
burden on labour, in particular at middle to higher
income levels. In Romania, the flat PIT rate was
reduced from 16% to 10% from 2018, alongside
major changes to the design of social security
contributions.  Portugal introduced PIT reforms
intended to reduce the tax burden on low to middle
income earners; including an increase in the number of
tax brackets. Other Member States introduced reforms
with a narrower scope. For instance, in Malta, an
income tax rebate on employment income between
EUR 40 and EUR 68 for people earning less than EUR
60,000 per year was adopted, with those earning the
least getting the highest tax refund. The United
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Kingdom increased the personal allowance to £11,850
(about EUR 13,400) per year and the threshold for the
higher rate from £45,000 (about EUR 50,850) to
£46,350 (about EUR 52,400). In Denmark, the 2018
tax agreement strengthens the incentive to work full-
time, in particular targeting unemployed and part time
workers. In Cyprus, an amended Child Benefit law in
effect since January 2018 increases the income
threshold for the entitlement to child allowance
according to the size of the family. For one dependent
child the limit is set at EUR 49,000, for two children at
EUR 59,000 and for every additional one it is
increased by EUR 5,000.

Some Member States also intervened on the tax
wedge through reduction in social security
contributions. In France, the transformation of the
tax credit for employment and competitiveness into a
direct 6 pps reduction of social security contributions
on wages up to 2.5 times the minimum wage is to be
implemented in 2019 (complemented by strengthened
reduction for lower wages by 4 pps, postponed to
October 2019). In Croatia, the base on which the
employer contribution for social security is calculated
was cut by 50 9% for those workers that have been
employed for a period of more than 12 months on the
minimum wage. Belgium adopted a reduction of social
security contribution for some types of shift work in
the construction sector. More generally, the profit
participation scheme in the private sector has been
replaced by a new premium (an amount or a
percentage of the salary), which cannot exceed 30% of
the total gross salary. The employer is exempt from
social contributions on these premiums, while the
employee should pay a solidarity contribution of
13.07%. In Germany, low-income earners benefit from
reductions of their social security contributions since
January 2019. People with an income between EUR
450 per month to EUR 1,300 (previously EUR 850)
benefit from an extended “transitional area” with
reduced social security contributions. Reduced pension
contributions will no longer lead to lower pension
entitlements. The reform is expected to benefit up to
3.5 million employees. In Hungary, the amount of the
social security contribution has decreased by 2.5 pps in
2018 (from 22% to 19.5%) as part of the 2016
minimum wage agreement between the social
partners and the Government.

Wage setting frameworks have been the object
of major reforms over the past years. Greece,
after the exit from the ESM Programme in August
2018, two collective bargaining principles, suspended
in 2011, are reintroduced: the possibility to
administratively extend sectoral agreements to non-
signatory parties and the favourability principle (in
case of conflicting collective agreements, e.q. sector
and firm level, the more favourable for the worker
prevails). In Croatia, the draft proposal for the Act on
Wages in Civil Service determined the framework for
the payment class system and payment grades, as
well as for assessing work efficiency. France, building
on previous reforms, further defined the perimeter of
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each level of collective bargaining. In the future, sector
level bargaining will prevail over national labour law
for setting framework and conditions of use of fixed-
term, project-based contracts and trial period (see also
Chapter 3.3). Agreement at company-level can be less
favourable than at branch-level, with the exception of
13 defined areas of bargaining, including sectorial
minimum wages, while branch-level agreements apply
if no agreement is reached at company-level.
Moreover, majority agreements at company-level to
preserve employment (accords de competitivité) are
now extended beyond working time conditions and
also include remuneration, also allowing companies to
dismiss employees that refuse such agreements on
real and serious grounds. In lItaly, in March 2018 an
agreement among the main trade unions and the
employers' organisation paved the way for a
strengthening of collective bargaining, by defining
criteria for measuring representativeness of social
partners’ associations. In Cyprus, a new agreement on
the Cost of Living Adjustment index came into force in
2018, leading to limited increases in wages and
defining criteria on the frequency and nature of
periodical adjustments. In Latvia, new conditions for
overtime pay are being set, with the involvement of
social partners, jointly with negotiations on sectoral
minimum wages. In Portugal, a set of measures has
been agreed with social partners (and are now being
discussed in Parliament) to improve the scope of
collective bargaining. In particular, "banks of hours"
would not be agreed on an individual basis anymore,
but as part of collective bargaining or group
agreements, to be reached after worker’s consultation
(see also Chapter 3.3). In Spain, social partners
reached in July 2018 a preliminary wage agreement
for 2018-2020, with a general 2 % wage increase
(slightly above the expected inflation rate), plus
another 1 % depending on the results, productivity and
absenteeism rates of the firm/ sector. Romania made
wage bargaining compulsory for all companies. Ireland
introduced the possibility for collective bargaining for
certain categories of self-employed, Slovakia
reintroduced the extension of higher level collective
agreements under specific conditions to the non-
participating employers without their consent.

As labour market conditions improve, minimum
wages have been increased in several countries,
while steps are also taken to make minimum
wage setting frameworks more predictable.
Statutory minimum wages increased in all of the
countries where changes took place between 2017
and 2018, with the exception of Germany, Greece,
Luxembourg and Belgium, where there was a decline
in real terms®. In recent years, expert groups have
been involved in minimum wage-setting in a growing
number of countries, including Germany and Ireland.
Malta will set up such a group in 2018 and a possible
involvement of experts is discussed in Bulgaria and
Romania. Estonia adopted increases of minimum wage
to reach EUR 500 in 2018 and EUR 540 in 2019, while

38 Eurofound (2018) Statutory minimum wages 2018.
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anchoring the formula for future increases to official
forecasts of labour productivity and economic growth.
Ireland increased the National Minimum Wage by 30
cent to EUR 9.55 per hour, following the advice of Low
Pay Commission, which also took into account
competitiveness development and the impact on
employment. In Spain, a law (agreed with the social
partners) increased the minimum wage in 2018 by 4%
compared to 2017. A further increase by 22.3% up to
EUR 900 per month was introduced in 2019. In
Croatia, besides increasing the minimum wage level
and reducing the health insurance contributions paid
by employers, a new regulation stipulates that
additional earnings (from overtime work, night work or
work during holidays) shall be excluded from the
definition of minimum wage. Latvia introduced a
minimum wage increase to EUR 430 per month, up
from EUR 380, as of 2018. In Hungary, the minimum
wage was raised by 8% to HUF 127,500,
approximately EUR 407 and the minimum wage of
skilled workers by 12% to HUF 138,000, approximately
EUR 440 in 2018. In Slovakia, as of 1 January 2019,
the minimum wage will be increased to 520 EUR, up
from EUR 480. The Czech Republic kept increasing its
minimum wage increase in 2018 and 2019 (from
12 200 CZK to 13 350 CZK, i.e. from about 476 to 520
EUR). The United Kingdom raised the national living
wage (to £7.83 per hour, about EUR 6.9) in April 2018,
as well as the national minimum wage for young
workers. The minimum wage for young workers was
also increased in the Netherlands, while Germany
introduced a minimum wage for temporary agency
workers. Finally, Bulgaria adopted the Law on the
Ratification of ILO Convention 131, with a view to
achieve a consensus with the social partners on the
development of a transparent mechanism for setting
the minimum wage.



3.2. GUIDELINE 6: ENHANCING LABOUR
SUPPLY, SKILLS AND COMPETENCES

This section looks at the implementation of the
employment guideline no. 6, which recommends to
Member States to create conditions to promote labour
supply, skills and competences. It presents indicators
about educational and training attainment, outcomes
and impact on skills development and the
employability of the workforce. It then goes through
labour market outcomes for various groups
underrepresented in the labour market (e.g. young
people, older workers, women, people with a migrant
background and people with disabilities). Section 3.2.2
reports on policy measures of Member States in these
areas and measures targeted at those groups.

3. Employment and social reforms - Member States performance and action

3.2.1. Key indicators

The share of early leavers from education and
training has continued to decrease over the
years, although the downward trend has slowed
down recently and large differences persist
among the Member States. Overall, the average
early school leaving rate in the EU decreased from
14.7% in 2008 to 11.9% in 2013 and further to 10.6%
in 2017. The situation has remained almost stable in
comparison with the previous year, when the EU
average was 10.7%. Eighteen Member States have
reached the EU target value (< 10%), with Germany
(10.1%), the United Kingdom (10.6%) and Estonia
(10.8%) very close to meeting it. A certain degree of
convergence among Member States in terms of recent
trends is visible in 2017 (Figure 16), with significant

Figure 16: Early leavers from education and training (% of population aged 18-24) and yearly

change (Social Scoreboard headline indicator)

2017

25 y = -0.067% + 05819
R?= 00918

20

g # 5K

E L

-=

[~

. & DK

g 15

[--]

-l

=

&

c 10

[ .

-,3% #CY

=

2

% ALT

2 05 A AT

e

E |

g # HU

£ 00

] : 4 6 8

5 WmPL AEL

]

o

§ -05

E M S

2

L=

4 A NL

£ 10

o W E X BG

=

=3

& ALV X PT
-15 X MT
50 Early leavers from education and training (% of poulation aged 18-24)

Source: Eurostat. Period: 2017 levels and yearly changes with respect to 2016.
Note: Axes are centred on the unweighted EU average. The legend is presented in the Annex.

35



Joint Employment Report 2019

decrease in the early school leaver rates (by more than
1 pp) in Portugal, Malta and Bulgaria (all flagged "weak
but improving’) but also some major increases in
Slovakia (+1.9 pps), Luxembourg (+1.8 pps) and Cyprus
(+1 pp) 3. According to the social scoreboard
classification, in spite of some improvement the
situation remains ‘“critical" in Spain (18.3%) and
Romania (18.19%) as well as in Italy (149%) where the
rate has slightly increased.

Remarkable long-term improvements have been
registered in most EU Member States, especially
in those previously showing particularly high
shares of early school leavers. From 2008 to
2017, both Ireland and Greece have been able to
significantly reduce their early school leaver rates, by
6.6 and 8.4 pps respectively, and they are currently
well below the EU target value. At the same time,
Spain (18.3%) and Portugal (12.6%) have drastically
reduced their early school leaver rates by 13.4 and
22.3 pps respectively since 2008, although they have
not reached the target yet. Among countries with high
levels of early school leaver rate, only Romania does
not show any major development across the years
while Slovakia experienced a sizeable increase of 3.3
pps, although it still remains below the EU headline
target in 2017 (Figure 17).

There are still important differences in terms of
early school leaving rates between men and
women and between native-born and non-EU
born people. While on average in the EU 8.9% young
women left school early in 2017, the ratio for men
was 12.1%. This gender gap is particularly pronounced
in Denmark, Luxembourg, Italy, Portugal, Malta,
Estonia, Latvia, and Spain (more than 5 pps), with
Bulgaria, Hungary and Slovakia being the only Member
States where there are lower early school leaver rates
for men than for women. At the same time, the early
school leaving rates are much higher among non EU-
born than among native-born pupils. In 2017, the EU
average among the native-born was 9.6%; however
for the non-EU born it was twice as high. The early
school leaver rates of non EU-born are particularly low
in Ireland, Luxembourg and the Netherlands - all well
below the 10% benchmark - while they are extremely
high in Spain (31.9%) and Italy (30.19%).

3% Denmark also recorded an increase of 1.6 pps, which should be interpreted
with caution as the series had breaks in 2017 and 2016 (see also
Annexes 1 and 2). Breaks in series are also flagged for Belgium and
Malta in 2017.
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Figure 17: Early leavers from education and
training, 2008-2017 (%)
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Source: Eurostat, online data code: [edat_lfse_14].

After several years of steady progress, the
share of low achievers® in basic skills among 15
year-olds is on the rise. The 2015 OECD
Programme for International Student Assessments
(PISA) shows that on average in the EU the share of
pupils who perform below the baseline level is around
20%, with 19.7% in reading, 22.2% in mathematics
and 20.6% in science. Compared to the previous PISA
round in 20124, the situation has worsened in all
three domains: by 1.9 pps in reading, 0.1 pp in
mathematics, and 4 pps in science. Low-achievers
deserve additional support because they are those
more at risk of future unemployment and social
exclusion later on in life. In 2015, the percentage of
students with low achievement in mathematics in the
EU was 22.2%, with striking differences among

40 PISA defines “low achievers” as those 15-year-old students who in basic
skills score below the baseline level of proficiency that is required to
participate fully in modern society (i.e. level 2).

4L The OECD's Programme for International Student Assessment (PISA) survey
of basic competences of 15 year-old is conducted every three years.



Member States. Whereas Estonia, Finland, Denmark
and Ireland featured less than 15% of low achievers in
mathematics, Cyprus, Bulgaria, Romania, Greece and
Croatia struggled with more than 30% of students
who failed to reach basic proficiency levels in
mathematics (Figure 18).

Figure 18: Percentage of low achieving students
in mathematics, 2015
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Note: Countries are ordered by low to high share of
low achievers in mathematics. EU weighted average
calculated by DG EAC.

Educational outcomes are strongly influenced by
students’ socio-economic status and migrant
background. Students with lower socio-economic
status or with a migrant background are
overrepresented among the group of low achievers
and struggle to obtain baseline proficiency in all three
domains. A closer look at those students who reached
the baseline levels of proficiency in all three domains
against unfavourable situations shows that the
performance gap between native and foreign born
students is of 23 pps on average in the EU, with native
students performing better in all the Member States,
except for Malta (as shown in Figure 19). Very
significant differences are registered in Finland,
Sweden, Austria, Germany and France (between 35
and 40 pps), while the performance gap is below 15
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pps in Cyprus, the United Kingdom and Portugal. Low
educational outcomes and inequalities linked to socio-
economic background represent major obstacles to
human capital improvement, with potential knock-on
effects on skills levels.

Figure 19: Percentage of students attaining
baseline proficiency by migrant background,
2015
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Source: OECD (2018): The Resilience of Students with
an Immigrant Background: Factors that Shape Well-
Being, Figure 3.7.

Note: Statistically significant differences are shown
next to country/economy name. Only countries with
valid values for immigrant students are shown. For the
EU average, this number refers only to the subset of
countries/economies with valid information on both
groups of students. Students who attain baseline
academic proficiency are students who reach at least
PISA proficiency level two in all three PISA core
subjects — math, reading and science. Countries and
economies are ranked in descending order of the
percentage of first-generation immigrant students
reaching baseline levels of proficiency in PISA core
domains.
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Roma inclusion in education remains a challenge,
due to several factors, including school segregation,
non-inclusive teaching and barriers induced by severe
poverty or housing segregation. Notwithstanding
efforts to increase participation rates and reduce drop-
out, significant issues remain in promoting ethnically-
mixed schools and desegregation measures. To be
noted also that a significant number of Roma children
in Hungary, Bulgaria, Romania, and Slovak Republic live
in deep poverty without access to basic public utilities.

Figure 20: Tertiary educational
2008, 2013, 2017 and EU2020 target
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Source: Eurostat, LFS [edat_Ifse_03]. The indicators
cover the share of the total population aged 30-34
having successfully completed tertiary education
(ISCED 5-8). Break in series in 2014 due to the
introduction of the new ISCED classification; 2017

data for LU are unreliable because of the small
sample size.

The proportion of 30-34 year olds who
successfully complete tertiary education
continues to increase in the EU and the 40%
headline target has almost been reached. In the
EU, 39.9% of the 30-34 year-old population held a
tertiary degree in 2017, as a result of a gradual
increase over the last years. Tertiary educational
attainment rose in most of the Member States
between 2013 and 2017. Only in Spain (-1.1 pps) and,
to a lesser extent, Finland (-0.5 pps) and Hungary (-0.2
pps), the proportion of the population with a tertiary
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qualification decreased over the same period. By
contrast, there was a remarkable growth of 7.4, 6.5
and 6 pps in Slovakia, Greece and Czech Republic,
respectively. Among the countries that have tertiary
attainment rates below 40%, only Romania, Italy and
Croatia have not reached 30% (Figure 20). Overall, 15
out of the 28 Member States have met their
respective national targets in 2017.

Figure 21: Education to employment: transition
pathways and systems, 2016
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Source: Eurostat, LFS. Online data code: [Ifso_16feduc].
Note: Non-VOC qualifications includes qualifications at
ISCED levels 0-2 or a medium-level qualification
(ISCED 3-4) of a general orientation; ISCED 3-4 VOC
are qualifications at a medium (ISCED 3-4) level with a
vocational orientation; ISCED 5-8 includes a high level
of education qualifications

Women show a higher tertiary attainment rate
than men and important gaps exist between
native and non-EU born people. In 2017, 44.9% of
women aged 30-34 year old held a higher education
qualification, against a 34.9% of men. This gap has
increased over the past 15 years and is particularly
significant in Latvia, Lithuania, and Slovenia, where the
tertiary attainment of women is more than 20 pps
higher than that of men. At the same time, in almost
all Member States the share of people born within the
country or within the EU is higher than the share of
those born outside the EU. On average this gap
amounts to about 5.5pps, pointing to persistent



challenges in terms of equity, access and the social
dimension of higher education.

About one third of young adults in the EU hold a
VET-related qualification. In 2016, 33% of young
adults within the age group 30-34 acquired an upper-
secondary qualification of a vocational orientation. As
shown in Figure 21, this share was more than 40% in
countries such as Slovakia, Hungary, Austria, Romania,
Germany, Czech Republic and Croatia, whose model of
transitions from education to employment is strongly
rooted in the vocational education system. On the
contrary, the share was comparatively lower (less than
20%) in countries whose model is more centred
around tertiary education (e.g. Lithuania, Sweden,
Cyprus and lIreland) or with overall comparatively
lower diffusion of direct labour market relevant
qualifications (e.g. Malta, Portugal, Spain, Luxembourg
and Greece).

Not everyone gets an equal chance to acquire
the skills and qualifications that are valuable in
the labour market. In some countries, more than
half of the young people aged 30-34 report not to
have a qualification - be it vocational or academic -
clearly linked to the labour market. This has an impact
in terms of integration in the labour market. For
example (as shown in Figure 22), while those with VET
and higher education qualifications achieve
employment rates around or above 80%, less than
70% of those with an upper-secondary diploma of a
general orientation are in employment after the age of
25. Those without an upper-secondary diploma are
even more disadvantaged, with less than 60% in
employment after age of 25.

Having a labour market relevant qualification -
be it academic or vocational - is increasingly
important to adapt to a rapidly changing
economy and to address the demand for high
skills. The employment rate of recent graduates with
a tertiary degree in 2017 was 84.9% and was 0.9 pps
higher than the overall employment rate of working-
age adults with the same educational attainment. Only
in a few Member States (Italy, Greece, Croatia, Cyprus,
Slovenia and Spain), recent tertiary graduates are still
disadvantaged, although the situation in all those
countries has improved, with the exception of Croatia.
Not far behind, the employment rate of recent
graduates with a medium-level vocational qualification
was 76.6%, 5.7 pps higher than the overall
employment rate of the working-age adults with
medium-level educational attainment, pointing to an
employment premium for recent VET graduates.
Conversely, the employment rate of those with only a
medium level general qualification was 64.1%. Young
adults who only had a low-level qualification were
further disadvantaged in the labour market with an
employment rate of 56.4% in 2017.
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Figure 22: Employment rate of recent graduates
by educational attainment level, 2017
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Source: Eurostat LFS.

Note: young adults aged 20-34. Data for low-qualified
include all young adults not enrolled in education or
training no matter how long ago they completed their
education. Data for medium and highly qualified
include only individuals who have graduated 1-3 years
before the survey.

One way to improve labour market outcomes of
young people is to provide them with
opportunities to gain exposure to real working
environment - through either company-based work-
based learning or apprenticeships, which are linked to
the curriculum of their programme. Those with such an
experience during their studies are able to find a job
more easily and may even have the possibility to apply
for more advanced positions. However, as shown in
Figure 23, less than 50% of those holding a VET
qualification report to have received such experience
during their studies. An even smaller proportion had a
more significant work-based learning experience
through an apprenticeship. The largest proportion of
VET students having access to work-based learning
(more than 90%) can be found in Hungary, the
Netherlands, Finland and Sweden.
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Figure 23: Access to work-based learning and
apprenticeships in VET, 2016
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Source: Eurostat, LFS. Online data code: [lfso_16feduc].
Note: young adults aged 15-34 with a vocational
qualification at upper-secondary or post-secondary
non-tertiary level. LU data is not available. Data for
‘Apprenticeship’ in BG, LV, LT and PT is not available.
Data for DE might not be representative due to a large
number of non-response.

Low qualified adults are also often at a
significant disadvantage in the labour market
compared to their peers who have stayed in
education longer. In the EU, the ratio between low-
qualified adults and the number of jobs requiring low
levels of qualification is on average 3 to 1 (Table 2). In
other words, there are three times more low-qualified
adults compared to the jobs that require an only low
level of qualification. The issue seems more pressing
in countries like Malta, Portugal, Greece, Italy and
Spain with a ratio higher than 4. This may eventually
result in weaker labour market attachment, higher
incidences of precarious work, high unemployment and
in the risk to drift-away from the labour market
altogether.

Table 2: Number of low-qualified adults and low-
qualified jobs in the EU.

Total low | Total
ualified elementar .

:dults 25- |y jobs Ratio

64 (ths) (ths)
EU28 61,353.0 20,2106 3.0
Malta 1258 176 7.1
Portugal 2,897.3 490.0 59
Greece 15832 268.0 59
Italy 12,8349 2,517.8 51
Spain 10,654.1 2,409.0 44
Sweden 7510 231.1 3.2
Romania 24174 7764 31
Belgium 1,386.0 4496 3.1
Croatia 366.5 1194 3.1
France 7,200.6 2,6929 2.7
Luxembourg 64.8 246 26
Netherlands 1,902.2 742.0 26
United
Kingdom 6,744.3 26413 26
Ireland 4430 1763 2.5
Finland 329.0 1483 2.2
Austria 7284 337.3 22
Slovenia 140.7 67.5 2.1
Bulgaria 677.2 333.0 20
Germany 6,116.8 3,154.2 19
Hungary 8579 460.4 19
Denmark 5273 3023 17
Cyprus 88.1 535 16
Estonia 80.4 515 16
Poland 16170 1,041.6 16
Czech Republic | 367.2 266.3 14
Slovakia 2722 2173 13
Latvia 100.7 106.7 09
Lithuania 79.4 1151 0.7
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Source: Eurostat, LFS, 2017.




Figure 24: Participation in adult learning by
demographic groups
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Low skilled and older people are less likely to
participate in adult learning programmes. In
2017, the rate of participation in adult learning in the
EU for low qualified and older people has been twice
lower than the overall participation rate of 10.9%
(Figure 24). Even the unemployed, who should be a
particularly relevant target group for re-skilling, are
less likely than an average employee to participate in
learning. This trend is also visible in countries where
the overall participation in adult learning is close or
above the EU average.

The level of digital skills is not growing fast and
the persisting gap between top and low
performers points to a two speed digital Europe.
On average in the EU 57% of population aged 16-64
had at least basic digital skills in 2017. Low digital
skills may have an impact on productivity and growth
potential, but also on social exclusion for a significant
part of the population, in view of the changing
modalities for fruition of services and the impact of
technology on the world of work. The level is
particularly low in Bulgaria, Romania and Croatia
("critical situations"). In six other countries (Greece,
Poland, Portugal, Latvia, Ireland, and Hungary, all
flagged "to watch") it is comparatively higher (around
50%) but still low in comparison to the average. The
best performances can be found in Luxembourg, the
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Netherlands, Sweden and Finland with rates above
75%.

The provision of guidance about learning
opportunities can effectively stimulate
individual demand for and participation in

learning. The benchmarking framework on adult skills
and learning* has identified the provision of guidance
on learning opportunities as a key policy lever to
encourage participation of adults in learning. According
to the latest (2016) data on access to guidance
services for learning, as provided by the Adult
Education Survey,”® there is a strong positive
relationship between the share of adults (aged 25-64)
receiving guidance and the share of those eventually
participating in learning.** While public guidance
services represent a common policy tool in most
Member States, their coverage in terms of outreach
varies considerably from one country to the other.
Notably, as shown in Figure 26, in 2016 the share of
adults who received free of charge information or
advice on learning opportunities from institutions or
organisations during the last 12 months ranged from
15% in Romania to nearly 56% in Sweden (EU
average: 24.3%). In countries like Bulgaria, Greece,
Lithuania, and Italy, less than 10% of adults
benefitted from this type of free of charge services,
whereas participation in learning is also relatively low
over the same reference period (29% against an EU
average of 43%). On the other hand, in Sweden,
Austria the Netherlands, Luxembourg and Denmark,
more than 40% of adults received guidance on
learning opportunities. This can be considered one of
the determinants of the relatively high adult learning
participation rate registered in these countries (57%
against an EU average of 43%).

42 DG EMPL worked with Member States (in consultation with DG EAC) to
develop a comprehensive framework for benchmarking adult skills and
adult learning systems in the EU, from a cross-country perspective. The
framework is based on a three-step approach endorsed by EMCO and
SPC in June 2017. In a first step, broad key challenges in the field of
adult skills and learning are discussed and a set of high-level outcome
indicators is identified (employment rates, productivity and skills
mismatch). In a second step, a set of performance indicators is
identified, including the share of adults with medium and high skills,
participation of adults in learning, digital skills, and the share of jobs
requiring medium and high skills. For the third step, a thematic approach
is followed to identify key policy levers that are effective in improving
performance of adult skills and learning systems: the provision of
guidance on learning opportunities; initiatives aimed to engage
disadvantaged groups to learning, such as the unemployed and the low-
qualified; and measures to support/incentivise enterprises in training
their staff. The latter indicators are presented in this section.

4 Data cover the range of services (such as the provision of information,
assessment, career management skills, orientation and advice) to assist
learners and/or potential learners to make choices relating to education
and training possibilities.

4 European Commission (2015), An in-depth analysis of adult learning policies
and their effectiveness in Europe.
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Figure 25: Share of population with basic overall digital skills or above and yearly change (Social

Scoreboard headline indicator)
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Training measures to engage disadvantaged
persons are particularly relevant. They may take
various forms, including for example formal or non-
formal vocational training or basic skills development
programmes.* Low-qualified and unemployed adults
face particular challenges in terms of accessing
learning. According to LFS data, in 2017 the share of
unemployed adults who participated in any training
activity during the last four weeks before the survey
(as part of all unemployed adults) ranges from almost
15% in Slovakia to nearly 45% in Sweden (EU
average: 10.19%) (Figure 27). Apart from Slovakia, in
countries like Croatia, Hungary, Bulgaria, Poland,
Greece, ltaly, the Czech Republic, Cyprus, Latvia and

4 See, for example, ESRI (2012) ‘Literacy, Numeracy and Activation among the
Unemployed’; Shaw, N., Armistead, C. (2002) ‘Evaluation of the Union
Learning Fund Year 4, London: Department for Education and Skills;
Casey, H. et al (2006) ‘You wouldn't expect a maths teacher to teach
plastering: Embedding literacy, language and numeracy in post-16
vocational programmes - the impact on learning and achievement,
NRDC.
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Germany, less than 10% of unemployed adults
participate in learning. On the other hand, in Denmark,
Luxembourg and Finland the share of participants
exceeds 20%. Looking at the share of low-qualified*
adults who participated in any training activity during
the last four weeks before the survey (as a share of all
low-qualified adults) significant discrepancies across
Member States also emerge (Figure 28). Less than 1%
of low-qualified adults participate in learning in
Cyprus, Greece and Croatia, while more than 10% do
so in Sweden, Denmark and Finland (EU average:
4.30%%).

% Low-qualified are defined here as persons with at most lower secondary
educational attainment (ISCED levels 0-2).



Figure 26. Share of adults receiving guidance on
adult learning opportunities, 2016
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Source: Eurostat, Adult Education Survey. Data
correspond to 2016. Data for Ireland and Hungary are
missing.

The provision of financial incentives to
employers can encourage their investment in
staff training. Employers in most cases are the ones
providing or financing adult learning for their staff, as
they sponsor more than two-thirds of all adults
participating in job-related training. Despite low overall
coverage, public financing to employers is a common
policy tool in Member States. Incentives can broadly
take the form of tax incentives (tax credits or tax
allowances), direct subsidies for training (including EU
support) or levy-based financing schemes (training
funds). There is also evidence that direct subsidies to
enterprises (e.g. in the form of grants) can be more
effective in steering employee participation in learning,
as compared to the other forms of financial incentives.
The appropriate targeting of financial support for
training is important, for example, by focusing on
enterprises that face financial and capacity
constraints, notably SMEs, in order to avoid
deadweight effects (financing investment that would
have taken place anyway). Indeed, evidence shows
that the coverage, rather than the volume of financial
support, has a strong positive link with participation of
adults in learning. According to latest (2015) data on
financial support from Continuous Vocational Training
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Survey,*” the share of companies which report to have
received any type of public co-financing for training
activities during the last 12 months (reflecting the
coverage of financial support) range from 0.1% in
Romania to nearly 64% in Spain (Figure 29). Apart
from Romania, also in Portugal, Slovakia and Bulgaria
the share of companies that receive such type of
financial support is lower than 1%. Conversely, in
Cyprus, Belgium, France and Spain, this share exceeds
20%.

Figure 27. Share of unemployed adults
participating in learning (as a share of all
unemployed adults), 2017
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2017. Data for LT and RO are missing.

47 Data are part of the European statistics on Lifelong Learning and cover all
three types of financial incentives, namely direct subsidies for training,
tax incentives and receipts from levy-based training funds. Among
others, the survey provides data on enterprises' receipts from collective,
mutual or other training funds and any other financial support acquired
from the public sector for the provision of continuing vocational training.
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Figure 28. Share of low-qualified adults
participating in learning (as part of all low-
qualified adults), 2017
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Source: EU Labour Force Survey. Data correspond to
2017. Data for RO, BG, LT, SK are not available.

The labour market situation of young people
continues to improve, in line with the
strengthening of the macroeconomic
environment. In the EU, the youth unemployment
rate decreased from a peak of 23.7% in 2013 to
16.8% in 2017. However, it is still higher than it was in
2008 and remains above 30% in some Member States
(Italy, Spain and Greece). Dispersion in youth
unemployment rate is decreasing over time (see Figure
30), with higher reductions seen in countries with
higher levels, although with some exceptions (ltaly,
France, Belgium) where the decline is rather slow. At
the other end of the spectrum, remarkable reductions
have been achieved in the Czech Republic, Hungary,
Slovenia, Bulgaria, Ireland and Poland, which were well
below the EU average in 2017. Young men and women
experience similar levels and trends in unemployment
rates (16.1% for women and 17.4% for men in 2017).
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The employment recovery does not always lead to
quality job creation, as young people are more often
employed under non-standard and precarious types of
contracts, including temporary jobs, involuntary part-
time work and low-paid jobs. In 2017, 43.9% of young
workers (up from 42.2% in 2013) worked under a
temporary contract (compared to 12.2% of workers
aged 25-54) - more than 7 out of 10 in Slovenia and
Spain.

Figure 29. Financial support for training provided
to companies, 2015
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Source: Eurostat, Continuous Vocational Training
Survey. Data correspond to 2015 and show the share
of enterprises with 10 and more persons employed
that report to have received public financial support
for training provision during the reference year (2015).
Data for Ireland are missing.



Figure 30: Youth unemployment rate (15-24),
multiannual comparison
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In addition to those working or seeking a job, a
considerable part of young people aged 15-24
are economically inactive. In total in the EU, in
2017 almost 6 million people aged 15-24 were
neither in employment, education or training (NEET).
This amounts to 10.9% of population in that age class,
down from a peak of 13.2% in 2012 and back to the
level of 2008 (10.9%). This reduction was due mostly
to unemployed NEETs moving into work. As shown in
Figure 31, NEET rates above 15% are still recorded in
several countries (Italy, Cyprus, Bulgaria, Croatia,
Greece and Romania). The number of NEETs is
increasing in  Luxembourg, Estonia and, more
worryingly, in the two countries with the highest rates
(Cyprus and lItaly, both "critical situations").“® For this
reason, convergence is only limited, as suggested by

4 Also Denmark has recorded an increase, which should be interpreted with
caution as the series had breaks in 2017 and 2016 (see also Annexes 1
and 2). Breaks in series are also flagged for Belgium, Ireland and Malta
in 2017.
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the slightly negative slope of the regression line. On a
more positive tone, remarkable reductions are
observed in Bulgaria and Romania ('weak but
improving"), starting from high levels.

Following the reduction in youth unemployment,
the majority of NEETs are inactive, but with
substantial differences among Member States.
Inactivity rates are particularly high in Bulgaria,
Romania and Italy, while unemployment is
predominant in Spain, Croatia and Greece. Having only
low-level education has been identified as the main
risk factor for being NEET*. Among female NEETSs,
inactivity is more frequent than unemployment, while
the opposite holds for men.

Employment rate of older workers has grown
substantially over the last decade. Older workers
(aged 55-64) have weathered the crisis relatively
better than other age groups and have driven most of
the job creation during the recovery, with almost 7
million additional people in employment between Q2-
2013 and Q2-2018. More generally, as already shown
in Section 1, the age group 55-64 is a very important
driver of the overall increase in employment rates over
the last ten years. In 2017, the employment rate of
people aged 55-64 rose to 55.3%, 1.8 percentage
points higher than in previous year, and the steady
increase is projected to continue against the
background of demographic change. Employment rates
of older workers vary widely across Member States,
ranging from 76.4% in Sweden to 38.3% in Greece,
with rates below or close to 50% also recorded in
Spain, Belgium, Poland and Malta. The employment
rate of women aged 55-64 is growing faster than for
men and stood at 50.9% in 2016.

Since 2008, the average duration of working life
increased in almost all Member States, with major
increases (by more than two vyears) in Estonia,
Lithuania, the Czech Republic, Malta, Hungary, Poland
and Luxembourg. The gender gap in the duration of
working lives is declining but still significant, with
women participating in the labour market on average
4.9 years less than men (33.4 vs 38.3 years in 2017).
This average is the result of major variations across
Member States and is driven by multiple factors, such
as insufficient access to care services as well as lower
pensionable ages for women in some Member States.

4 Eurofound (2016), 'Exploring the Diversity of NEETS. Luxembourg:
Publications Office of the European Union.
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Figure 31: NEET rate (15-24) and yearly change (Social Scoreboard headline indicator).
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In 2017, the employment rate of women
continued its steady increase. It reached 66.5%,
compared to 65.3% a year before. The employment
rate of women improved in all Member States, with
the exception of Denmark®® (where it is nonetheless
very high). It ranges between 79.9% in Sweden and
48.0% in Greece, with low rates (below 60%) also
recorded in Spain, Malta, Croatia and lItaly. Despite
progress, in all Member States women continue to be
less represented in the labour market compared to
men. The gender gap in employment — a headline
indicator of the Social Scoreboard - remains high at
11.5 percentage points. In a context of little variation
compared to last year, convergence among Member
States is limited. Italy, Greece, and Romania are
flagged as "critical situations’, while Malta, which still
experiences the highest gender employment gap, saw
a notable improvement in 2017. Significant increases
(by 1 pp or more) were registered in Latvia, Hungary
and Croatia, even if in these Member States
employment rate increased for both sexes, but much
faster for men than for women. Latvia, Lithuania,
Finland and Sweden present the lowest gender
employment gaps.

%0 This development should nonetheless be interpreted with caution due to
breaks in the time-series.
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The gender employment gap is bigger in terms of
full-time equivalents, as women register higher
rates of part-time work. The average gender gap in
part-time employment decreased only slightly
compared to 2016 and stood at 23 pps in 2017.
Overall, 31.1% of women in the EU worked part-time
in 2017 compared to 8.2% of men. However, there are
large differences across Member States. While the
share of women working part-time remains
traditionally low in most of the Eastern European
Member States (below 10% in Bulgaria, Croatia,
Lithuania, Hungary, Poland, Romania and Latvia), it has
reached 74.1% in the Netherlands (22.6% for men),
499% in Austria (10.5% for men) and 46.8% in
Germany (9.3% for men). Availability of part-time work
is an important factor for keeping women attached to
the labour market, notably when they have children.
However, long periods of reduced working hours may
fuel gender gaps in wages and pensions, as part-time
is usually also associated with lower hourly earnings
and lower social security contributions. Even if
declining, 22.5% of female part-time employment was
involuntary in 2017.



Figure 32: Average duration of working life,
2008-2017 comparison
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In addition to lower employment rates, women
also tend to suffer from a significant pay gap. In
spite of women being generally better qualified than
men°!, the gender pay gap remains stable at 16.2%>2
in 2016, with only a small decline compared to 2013
(16.8%). Women tend to be over-represented in lower
paid sectors and occupations and frequently work in
underqualified jobs compared to their skills. Still, part
of the pay gap remains even if netting out factors
such as differences in experience, level of education,
type of contract, and so on. Differences across
countries are considerable. The gender pay gap
remains above 20% in Estonia, the Czech Republic,
Germany, the United Kingdom and Austria, while the
smallest values (slightly above 5%) are registered in
Romania, Italy and Luxembourg. Since 2013, the
situation has considerably improved in Estonia,
Hungary and Spain, while the gender pay gap has
increased by more than 2 pps in Portugal and
Lithuania. The gender pay gap frequently translates
into a pension gap between women and men, which
stood at around 37.2 % in 2016 (decreasing by 1.1
pps compared to 2015). The gender pension gap was
the highest in Cyprus, the Netherlands and Malta
(above 449%), while the smallest gaps (below 10%)
were registered in Estonia, Denmark and Slovakia.

L In 2017, 44.9% of women aged 30-34 in the EU had tertiary education
compared to 34.9% of men (see also earlier in this Section); in all
Member States, the tertiary education attainment rate is higher for
women than for men.

%2 The reference Social Scoreboard indicator is the unadjusted gender pay gap
(i.e. not adjusted according to individual characteristics that may explain
part of the earnings difference), which should give an overall picture of
gender inequalities in terms of pay. Research shows that most of the
gap persists even when differences in educational attainment,
occupational choice, working hours and other observable attributes are
taken  into  account  (eg.  http://eceeuropa.eufjustice/gender-
equality/files/gender_pay_gap/2016_factors_gpg_en.pdf).
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Figure 33: Gender employment gap and yearly change (Social Scoreboard headline indicator)
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Gaps in employment tend to be wider for women
with caring responsibilities. For instance,
parenthood is one of the main factors hampering
women's full participation in the labour market. In all
Member States, the gender employment gap widens
substantially when parenthood is taken into account.
On average in 2017, the employment rate of women
(20-49 years old) with a child under the age of 6 was
9.2 pps lower than for women without children. In the
Czech Republic, Hungary and Slovakia the negative
impact of parenthood is particularly high (over 40 pps),
while the impact is positive — but smaller than for men
— in Portugal, Luxembourg, Sweden and Croatia.
Conversely, parenthood has a positive impact on the
labour market participation of men in all EU Member
States (+12.4 pps on average).
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Figure 34: Unadjusted gender pay gap in 2013
and 2016
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Source: Eurostat.

Note: the unadjusted Gender Pay Gap (GPG) is
measured as the difference between average gross
hourly earnings of male and female paid employees
as a percentage of average gross hourly earnings of
male paid employees. No recent data available for
Croatia, Greece and Ireland.

Unequal access to quality and affordable
childcare and long-term care services
contributes to the negative effect of parenthood
on the employment of women. As shown by the
Social Scoreboard headline indicator on participation in
formal childcare, in 2017 34% of children aged less
than 3 years were enrolled in formal childcare. This
means that the Barcelona target on the availability of
(high quality and affordable) childcare facilities for
children in this age group has been nominally reached.
However, major differences persist among countries.
While the enrolment rate stood above 70% in
Denmark and above 60% in Luxembourg and the
Netherlands, in Slovakia, the Czech Republic and
Bulgaria it was below 10% (the latter countries,
together with Poland, are flagged as ‘critical
situations”). In these Member States, lack of formal
childcare arrangements also translates into poor
labour market outcomes for women (in most of them
the gender employment gap is above the EU average
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and parenthood has a negative impact on employment
rates). In 2017, 21.6% of women with caring
responsibilities in the EU were inactive or worked part-
time due to a lack of childcare and long-term care
services. In Greece, Spain, Croatia and Cyprus this
share was well above 50%, reaching a record high in
Romania and Latvia (above 89%).

Figure 35: Employment impact of parenthood for
men and women (age 20-49) in 2017
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Note: the employment impact of parenthood is
measured as the difference (in pps) of the
employment rate of women (men) with at least one
child under the age of 6 and the employment rate of
women (men) with no children.



Joint Employment Report 2019

Figure 36: Children less than 3 years in formal
headline indicator)
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The provision of formal accessible, high-quality
and sustainable long-term care services remains
a challenge in several Member States. The
underdevelopment of long-term care services can be a
major impediment for women to stay in employment,
as informal care is often the only option for many
families. Demographic change is going to aggravate
this challenge, as the number of dependent elderly
people is estimated to rise by 13 million between
2016 and 2070. Furthermore, informal carers, the
majority of whom are women, are more at risk of
experiencing poverty and financial dependency,
especially when forced to reduce their working hours
or withdraw from employment to care for their
relatives, thus lowering their income and pension
entitlements.

5 European Commission (2018), "Ageing Report 2018", European Economy
Institutional Paper 079.

Women also tend to face strong financial
disincentives when entering the labour market or
wanting to work more. In particular, when income
tax is levied on household income rather than on
individual income, non-working partners and second
earners (often women) can face high financial
disincentives to participate in the labour market or to
work more hours. Other features of the tax and benefit
system may also discourage labour supply, including
family-based, dependent spouse and transferable
deductions. In 2016, the measured inactivity trap for
the second income earner was particularly high in
Denmark, Germany, Belgium and France, while the low
wage trap was high in Belgium, Germany and
Luxembourg®®. Large costs of care facilities increase
inactivity traps, acting as disincentives to take up jobs
or increase working hours.

>#The inactivity trap for the second earner measures the marginal effective tax
rate on labour income from a second member of a couple moving from
social assistance to work. The low wage trap is calculated for couple
without children where a second earner increases earnings from 33% to
67% of the average wage and where the principal earmner earns 100% of
the average wage (European Commission Tax and Benefits Database).
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Figure 38: Employment rate by country of birth, ages 20-64, 2017
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Figure 37: Employment rate of non-EU born
people, multiannual comparison.
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People with a migrant background benefit only
partially from the general improvement in
labour market conditions. Whereas non-EU born
people make up an increasing share of population in
the EU (7.2% in 2017, up from 6.6% in 2014), they are
less likely to be in employment than native born. In
2017, 63% of non-EU born people of working-age (20-
64) were in employment, a much lower level than
before the crisis (66.2% in 2008). The employment
gap between the two groups stood at 10 pps in 2017,
slightly better than in 2016 (10.5 pps), but much
worse than in 2008 (4.5 pps). In some Member States
(Finland, Sweden, the Netherlands and Belgium) this
gap was around or close to 20 percentage points in
2017. The situation is even more challenging for non-
EU born women. Their employment rate stood at
54.1% in 2017, with a gap of 13.6% with respect to
native women. Moreover, when in employment, non-EU
born people are more likely to be affected by in-work
poverty risk than native-born.

Challenges faced by people with a migrant
background have a tendency to be passed on
over generations. The share of people with a migrant
background is increasing, especially among young
people®, and there is evidence that native born people
with foreign born parents have lower employment
rates than those with native background®. In turn this
contributes to higher unemployment rates among
some groups of disadvantaged young people. Labour
market outcomes also differ markedly by reason of
migration®’. However, while the lower employment

% In the EU, in 2014, around 20% of people aged 15-29 had a migrant
background - either foreign-born or native born with at least one foreign
born parent. Source: Eurostat.

% QECD (2017), Catching Up? Intergenerational Mobility and Children of
Immigrants.

7 The employment rate of non-EU born people is higher for those arrived for
study or employment reasons (71% in 2014, even higher than for
natives) and lower for those arrived for family reasons and for refugees.
Migrants for family reasons were in 2014 the biggest share among non-
EU born people (52%). Their employment rate was 53% in 2014, lower
than among refugees (56%).

51
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rates of migrants are partly driven by a higher share
of persons with low level of education, a rising level of
education®® does not translate into better employment
outcomes and there is a significant under-use of
migrants' skills and qualifications®.

The employment rate gap experienced by
persons with disabilities indicates an untapped
potential to use their talents. In the EU in 2016,
the employment gap®® between persons with
disabilities and those without was large, with a 48.1%
employment rate for persons with disabilities versus
739% for those without. There is, however, a
substantial variation in the gap between Member
States®!, varying from 14.7 pps (ltaly) to over 45 pps
(Ireland). In addition, only 59.7% of persons with
disabilities in the EU are economically active,
compared to 82.2% of those without disabilities,
suggesting that significant barriers exist for persons
with disabilities in accessing the labour market®?.
Countries with similar activity rates for persons
without disabilities can have greatly different activity
rates for persons with disabilities. The quality of work
is also an important issue, as in 2016 persons with
disabilities in the EU were more likely to face in-work
poverty risk than the general population.®® In terms of
gender, the employment rate of women with
disabilities (45.9%) was only slightly lower than that
of men with disabilities (50.6%), and the gap was
reversed in some Member States. Looking at the
overall quality of life perceived by people with
disabilities, Eurofound® finds that the extent to which
they feel left out of society varies considerably
depending on whether they are employed or not. Those
who have a job far less often report feeling left out of
society than long-term unemployed respondents or
those who are unable to work because of their
disability.

8 In terms of educational attainment, third-country nationals (aged 25-54)
were more likely to have a low level of education in 2017 (43.6%)
compared to host-country nationals (21.2%), and less likely to have
reached tertiary education (respectively 26.3% and 31.6%).

%9 The gap in the employment rate among non-EU born and native-born is the
most pronounced among those with tertiary education, highlighting that
migrants face lower returns on their education compared to natives (see
also Employment and Social Developments in Europe 2015). In 2017,
around 42% of third-country nationals with high level of education were
over-qualified: i.e. working but in low or medium-skilled occupations,
compared to around 20% among host-country nationals. However, the
gap between the two groups did reduce over the last few years, from 25
pps in 2012 to 20 pps in 2017.

80 Data come from EU-SILC 2015 analysed by the Academic Network of
European Disability Experts (ANED).

51 The prevalence of disability also differs among Member States to a
considerable extent. It is comparatively low in the case of Ireland at
12.9% (age group 16-64), compared to the EU average (17%).

62 ibid

83 EU-SILC (2017) In-work at-risk-of-poverty rate by level of activity limitation,
sex and age (hlth_dpe050)

64 Eurofound (2018), The social and employment situation of people with
disabilities, Publications Office of the European Union, Luxembourg,
forthcoming.
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3.2.2. Policy response

Comprehensive strategies that focus on the root
causes of early school leaving are required to
reduce dropout rates, prevent social exclusion
and help the transition of young people to the
labour market. Many Member States have recently
introduced measures to reduce the number of early
school leavers, from policies for language support for
students with a different mother tongue, to education
and career guidance in schools, or measures to
support early leavers to re-enter the education and
training system. For instance, in Bulgaria, the 'Your
class' project funds additional pedagogical support for
students at risk of dropping out, such as language
training, additional classes to overcome learning gaps
or extra-curricular activities to increase students'
motivation. Sweden financially supports schools
according to pupils' socio-economic background, in
order to promote a balanced social composition and to
prevent early school leaving. In Spain, the Proeducar
plan fosters policies that enhance the quality and
equity of the education system and support second
chance programmes.

Ensuring access to affordable and high quality
education, as well as supporting teachers’
continuous professional development, is crucial
to improve pupils’ educational outcomes. Ireland’s
Action Plan for Education focuses on promoting and
encouraging quality, excellence and innovation,
meeting critical skills gaps, leading in key enabling
technologies and championing inclusion. A recent
secondary education reform in Luxembourg aims at
adapting education to students' needs, giving schools
more autonomy to organise the curriculum according
to the profile they opt for, diversifying the language
offer and introducing three-year plans for school
development covering aspects such as guidance, study
success, after-school activities, psycho-social
assistance and improving digital skills. In Croatia, the
School for Life initiative introduces new curricula
based on the learning outcomes approach, which shifts
the classroom focus to the pupils’ experience,
recognizes the importance of teacher preparation and
introduces cross-subject teaching of key competences,
such as entrepreneurship, learning to learn or
citizenship education. 'Co-operation for the Best School
possible' (‘'Samverkan for basta skola') is Sweden's
initiative to tackle inequalities. It provides tailor-made
support that is practice-oriented and is accompanied
by teachers' professional development in schools that
face the most severe challenges in providing high
quality teaching and where a high proportion of pupils
do not complete their education. Cyprus is
implementing a new professional learning framework
for teachers to upscale their continuous training and
has started to upgrade the pre-school curriculum
based on success and adequacy indicators. In
Lithuania, the new Teacher Training Regulation defines
quality requirements for study programmes and
teacher internships; it also specifies possibilities for
teacher training and professional development, and



establishes criteria for national teacher

centres.

training

Effective enforcement of legislative changes for
Roma inclusion in education remains important.
In Bulgaria the measures currently in place for Roma
students include scholarships and extracurricular
activities, additional Bulgarian language classes and
activities with parents. In July 2017, Hungary amended
its Equal Treatment and Public Education Acts to
ensure prohibition of segregation. Also, schools with
low achievement, high drop-out rate and high risk of
segregation have been selected in 2017 to receive
training and complex development support to
implement differentiated teaching methods.
Antisegregation officers and working groups are being

set up in educational districts. In Romania, the
responsibilities of school inspectorates and of the
quality assurance agency (ARACIP) to monitor

segregation were expanded. The revised Action Plan
for integrating Roma approved by the Slovak
government in February 2017 is being implemented
but results remain to be seen. The Slovak Republic
adopted a 10 year National Education Development
Plan which should also address the aspects of
inclusiveness and quality of education, also for Roma
children. In Portugal, the reviewed National Strategy
for the Integration of Roma Communities 2013-2020
includes access to education, educational success and
lifelong learning as main priorities.

Boosting the quality of higher education is key,
especially in the context of continuously rising

tertiary education attainment rates. The
Commission Communication on a renewed EU agenda
for higher education of 2017% stresses the
importance of measures aimed to broaden

participation in higher education, increase completion
rates, equip students with skills and competences
relevant to the world of work or improve the efficiency
of the higher education funding system. Several
Member States have announced reforms in line with
those principles. France has recently adopted a law to
support students’ success in higher education, notably
through increased guidance for entry, support all along
the studies, and publication of expected competences
prior to entry for different study areas. Austria and the
Czech Republic recently introduced new funding
systems for higher education to foster diversification
and quality. In Poland, the recently adopted Act on
higher education and science ("Ustawa 2.0") represents
a major modernisation effort that aims to increase
quality in the higher education sector. Portugal
introduced measures to increase higher education
enrolment, such as bolstering the social support
mechanisms to students from disadvantaged
backgrounds through a significant increase in
scholarships, a social scheme for payment of tuition
fees in multiple instalments, and the implementation
of a redefined programme "+Superior’, to promote and

& COM(2017) 247 final
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support enrolment in less densely populated and lower
demand regions.

Member States continue to make skills and
qualifications easier to understand throughout
Europe. All Member states have national
qualifications frameworks organised around the
principle of learning outcomes. Almost all (27) have
put their qualification levels in relation with the
European Qualifications Framework, and 20 indicate
the EQF level on their qualifications, making them
clearer and better comparable (Belgium, the Czech
Republic, Denmark, Germany, Estonia, Greece, Finland,
France, Ireland, Italy, Latvia, Lithuania, Luxembourg,
Hungary, Malta, the Netherlands, Austria, Portugal,
Slovenia and the United Kingdom).

More and more Member States take into account
learning outside institutional education and
training. In 15 countries a coordination mechanism
has been set up to promote exchange and consistency
in validation efforts across education and training
sectors, the labour market and the third sector
(Belgium, Denmark, France, Greece, Ireland, Italy,
Latvia, Malta, the Netherlands, Poland, Portugal,
Romania, Slovakia, Spain, Sweden). Links between
national qualification frameworks (NQF) and validation
are intensifying in most countries. Validation can lead
to any qualification included in the framework in 11
countries (Belgium, France, Ireland, Latvia, Malta, the
Netherlands, Poland, Portugal, Romania, the United
kingdom) and to credit towards a qualification in
further four (Denmark, Estonia, Spain, Slovenia).

Member States are moving towards a
comprehensive strategic approach to skills
governance. In 2016, as part of the Skills Agenda
package, the Council adopted a Recommendation on
Upskilling Pathways aiming to help responding to skills
gaps, inequality and emerging labour market needs
requiring ever higher levels of skills. Through Upskilling
Pathways, policy makers would design and implement
policies specifically tailored to the needs of low-skilled
adults. Several Member states have been working
towards national skills strategies, supported by the
Commission in cooperation with the OECD (Spain, Italy,
Portugal, Slovenia and more recently,
Belgium/Flanders). After completing the diagnostic
phase and identifying the main skills challenges, Italy
and Slovenia are carrying out the action phase of the
process. Portugal has completed both the diagnostic
and action phase and launched its action plan in May
of this year. Latvia and Poland will embark on their
Skills Strategy projects later in 2018. In France, the
2018 vocational training reform establishes a new
body (‘France competences”), to ensure a
comprehensive approach on skills needs, quality of
training and costs.

Further steps are being taken to promote and
facilitate access and participation in VET.
Luxembourg has modified its legislation regarding the
support and development of life-long learning with the
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aim to improve effectiveness of spending through the
co-financing of vocational life-long learning. France
committed additional funds to vocational training and
apprenticeship via the so-called Plan d'Investissement
Competence (PIC), implying almost a 10% average
annual increase in public spending on vocational
training and apprenticeship. In France, the Law on
“Freedom to choose one’s professional future” aims to
strengthen and promote access to continuous
vocational training and apprenticeship. Malta’s "Get
Qualified" scheme aims at improving financial support
for students wishing to pursue vocational training.

Member States are adapting their systems of
vocational education and training with a goal of
improving their labour market relevance. Slovenia
has introduced an annex to a certificate, which
provides detailed, uniform and internationally
comparable information to employers on vocational
qualifications. In the framework of the Technical
Education Reform the United Kingdom has announced
the introduction of T-levels — technical qualifications
that 16- to 19-year-olds will be able to take as an
alternative to A-levels, the main school leaving
qualification. Greece expanded its apprenticeship
support for the upper-secondary vocational school
graduates that gives access to EQF level 5
qualifications and aims at facilitating transition to the
labour market. Croatia has amended the Vocational
Education Act that provides for development and
design of new vocational curricula for acquiring
vocational qualifications as required by the labour
market; it also establishes a better quality assurance
system and regional competency centres. In Cyprus,
the government has introduced measures aiming at
improving the quality of vocational education and the
acquisition of skills and competences required by the
labour market through, in particular, promoting the
cooperation between VET providers and industry
regarding practical trainings (via industrial placement).
In Finland, the VET reform aims to enhance the
interaction between VET institutions and labour
market, as well as to strengthen the flexibility of
educational paths, to speed up the transition from
education to employment. The VET reform measures
aim further at developing apprenticeship and on-the-
job training, and facilitating individual learning
pathways and competence development. The Polish
reform of higher education and science requires
Vocational Higher Education Institutions to provide
students with 6 months long apprenticeships or dual
studies organised in cooperation with employers, to
equip them with labour market relevant skills.

Several Member States adopted different
measures promoting the development of digital
skills. An EU funded project “Education for Tomorrow”
is being launched in Bulgaria to help open the
education to digital technologies and to introduce
innovative teaching methods as well as to increase
motivation to learn and overcome difficulties in
learning content. UK rolls out the National Retraining
Scheme where it will use an additional GBP 30 million
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(EUR 34 million) for particular digital skills needs.
Spain adopted a digital skills training programme for
Young Professionals offering the unemployed young
people from the National Youth Guarantee System
training oriented to the digital industry and new
business models. Malta set up a sub-committee in its
National Skills Council to carry out research and make
recommendations to address digital skills mismatches.
Greece reintroduced the National Coalition for
Updating the National Skills in 2017. In Portugal,
INCoDe.2030 is an integrated public policy aimed at
enhancing digital competences. The initiative
addresses the concept of digital competences in a
broad manner, including the notion of digital literacy,
as well as the production of new knowledge through
research.

Further improving youth employment and
supporting young people’s transition between
education and the labour market remains an
important priority. In 2017, more than 5 million
young people registered in the Youth Guarantee and
3.5 million took up an offer of employment, continued
education, a traineeship or an apprenticeship and close
to half of young people were still in employment,
education or training 6 months after leaving the Youth
Guarantee registry. However, in many Member States
the estimated proportion of NEETs registered with the
scheme throughout the year is still below 50%. In a
context where vyoung people’s labour market
performance has significantly improved, policy
measures underpinning the Youth Guarantee’s delivery
are becoming more targeted.

Member States are stepping up their outreach
efforts, making services more accessible to
young people and ensuring a better
identification of those in need. In Finland, the one-
stop guidance centres for youth (Ohjaamo, originally
operating under ESF funding) were made permanent
and will receive extensive financial support, aiming to
reach young people and provide integrated services.
Youth Employment Agencies are being rolled out
across Germany. Cyprus has launched an outreach
project supported by the Ministry of Education in
cooperation with the Ministry of Labour and the Cyprus
Youth Board, aiming to reach out to 4,000 inactive
NEETs and to provide them with activation support
through counselling and tailor made training. In
Croatia, a NEET mapping system is in place since
November 2017, which aims to identify non-registered
NEETs and their characteristics to better target
measures to this group.

New measures were also introduced to better
support young people facing multiple
disadvantages, including  through better
cooperation between employment, social and
education services. In Austria, youth coaching helps
keep young people in the education and training
system as long as possible, or alternatively reintegrate
them into the system. In Ireland, the Youth
Employment Support Scheme was announced in 2018.



It offers work placements to young jobseekers who are
long-term unemployed or face significant barriers to
employment. Participants learn basic work and social
skills in a supportive environment while receiving a
weekly payment equivalent to the net minimum wage.
Greece submitted a revised Youth Guarantee Action
Plan with an increased budget and extending the range
of interventions for young NEETs up to 29 years old.

Member States continue supporting labour
market demand through employment and
entrepreneurship incentives, mainly in the form
of targeted wage and recruitment subsidies. In
March 2018, Belgium adopted a new law to support
new “Starter Jobs”, which has not yet entered into
force, making the employment of inexperienced young
people between 18 and 21 years less costly without
reducing their net pay. Since July 2017, Wallonia has
been offering financial incentives aimed at integrating
vulnerable groups such as young people, the long-term
unemployed, the low-skilled and older workers. Since
September 2018, an incentive for training in a sector
where there is a shortage of labour has been put in
place to encourage jobseekers to train in an
occupation for which there are real prospects for
integration. The measure “Coup de poing pénuries”
aims to help companies to recruit competent people
through the creation of tailor-made and free training
for the company. Finally, the Training and Integration
Plan has been reformed to make it more effective,
enabling jobseekers to acquire skills through a
contract, and companies to train (possibly in the
workplace) their future workers according to their
needs. Spain launched a new wage subsidy
programme for 10,000 unemployed 18-29 years old,
with emphasis on higher education graduates (6,000
places). A longer subsidy period is granted for the
recruitment of long-term unemployed and minimum
income beneficiaries. Spain also adopted a reduction in
the social security contributions during 3 years for
firms that transform training contracts into open-
ended and new wage subsidies for a first-time hiring
by young entrepreneurs (up to 35 years). A longer
subsidy period is foreseen for young unemployed (up
to 29 years). Italy offers an array of incentives linked
to social security contributions, such as reduced
contribution during three years for private companies
hiring youth under an open-ended contract or total
exoneration during three years for employers hiring
young people on open-ended contracts after a
traineeship or a dual VET programme and for
employers hiring young people enrolled in the Youth
Guarantee programme. Romania has increased the
employment subsidy for hiring young NEETs and
young graduates from 900 lei/month (about EUR 196)
to 2,250 lei/month (about EUR 490). Romania has also
increased the subsidy for concluding an apprenticeship
contract, from 1,125 lei/month (about EUR 245) to
2,250 lei/month (about EUR 490), as well as the
subsidy for concluding an internship contract, from
1,350 lei/month (about EUR 294) to 2,250 lei/month
(about EUR 490). In Hungary, the territorial coverage
of the Traineeship programme has been broadened to
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the whole country in August 2018 to enable young
people to gain work experience.

An important focus on upskilling and re-skilling
young people through active labour market
policies is present in several Member States. In
Croatia, the Ministry of Labour and Pension System
and the Managing Board of the Croatian Employment
Service adopted a new package of active labour
market measures with additional emphasis on training
and workplace training, including for youth. In Spain,
the Youth Employment Plan, adopted in December
2018, includes measures to enhance skills acquisition,
including foreign languages and digital, to encourage
voluntary labour mobility and matching skills and jobs
in strategic sectors.

Member States have also continued adapting
their traineeship legislation to the Quality
Framework for Traineeships®® and further
developed financial incentives for traineeships.
In Lithuania, a new Law on Employment, which came
into force on 1 July 2017, makes a distinction between
two types of traineeship, namely "voluntary practice”
(Article 10) and “Advanced Training” (Article 39), and
sets a clearer framework for unpaid and paid
traineeships. In Spain, the 2018 budget law includes a
financial allocation to launch a Youth Guarantee
training bonus (bono de formacion garantia juvenil), a
financial support of EUR 430 during a maximum of 18
months for young people hired on training and
apprenticeship contracts. In July 2018, Romania
adopted a traineeship law supporting people above 16
years old. The law makes it compulsory for employers
to offer a monthly payment of minimum 50% of the
gross minimum wage, for a maximum of 720 hours
(within 6 months). A bonus will be offered for hiring
trainees at the end of their traineeship.

Several Member States continue their efforts to
promote labour market participation of older
workers. In Denmark, the pension agreement
strengthens the incentives for older workers to stay
longer on the labour market. A series of initiatives
increases the degree of flexibility in the pension
system, including higher financial incentives to
postpone retirement and to establish private pension
schemes. Greece adopted a programme of subsidies to
public sector and local enterprises, entities and
organizations to employ 10,000 long-term
unemployed aged 55-67. In Malta, retired pensioners,
who are less than 65 years of age and are self-
employed or work part-time, will be able to pay the
national insurance contribution pro-rata at a 15 per
cent rate instead of the full rate. Slovenia introduced a
subsidy aimed at permanent employment of persons
older than 58 vyears, with priority for unemployment
benefit- and cash social assistance beneficiaries. The
subsidy amounts to EUR 11,000 and is payed to the
employer in two parts (half at the recruitment and half

8 Council Recommendation of 10 March 2014 on a Quality Framework for
Traineeships, 2014/C 88/01.
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after the 18th monthly salary). Moreover, a project
was started to provide comprehensive support to
companies for an active ageing of the workforce. Both
measures are co-financed by the ESF. In Spain, a law
approved at the end of 2017 (Law 6/2017, of 24
October, on Urgent Reforms of Self-Employed Work)
enhances the possibility to combine work and pension
benefits for workers in the general scheme. It allows
also combining work and the full amount of the
pension if the self-employed person has hired an
employee. Finally, in line with the Active Ageing
Strategy, in March 2018 the governmental council for
active ageing and intergenerational cooperation was
established, consisting of ministers and
representatives of professional institutions, NGOs and
economy. In Slovakia a social insurance contribution
allowance has been introduced since July 2018 for
pensioners working on agreements performed outside
an employment relationship, provided that the gross
remuneration does not exceed 200 EUR.

Many Member States continue efforts in the
area of childcare and long-term care services to
remove obstacles to employment of women. In
June 2018, Germany adopted a programme "Childcare
financing" supporting the expansion of childcare places
for very young children in order to increase the
number of women working full-time. The programme,
with a budget of EUR 3.28 billion, aims at providing
additional 100,000 childcare places. Furthermore,
Germany expanded benefits for long-term care at
home by more than EUR 5 billion cumulatively since
2015. Ireland has put forward the early childhood
education scheme for children in pre-school age. As of
September 2018, children are able to start attending
childcare system at the age of 2 years and 8 months
and continue until they reach the compulsory school
age. Also Greece has extended the obligatory pre-
school education from 1 to 2 years and has provided
15 million EUR for additional 10,000 childcare places.
Some Member States have taken steps to improve the
affordability of childcare. In Spain, the Law on the
Personal Income Tax has been modified in order to
enable a deduction of childcare expenses for children
up to 3 or more years depending on the autonomous
community. Finland lowered fees for early childhood
education for low-income and middle-income families.
According to estimates, this will make approximately
6,700 new families eligible for free early childhood
education and care. Ireland announced a single
affordable childcare scheme which would provide
financial support for pre-school and school childcare.
Bulgaria adopted measures aiming at providing more
long-term care facilities for the elderly and persons
with disabilities. Some Member States also took
measures in favour of paid informal care. The Czech
Republic adopted a law on special leave for carers
(paid leave up to three months for informal carers of
family dependants). Ireland plans to extend the
parental leave entitlement to 26 weeks (6 months) in
respect of each child. If passed, the additional 8 weeks
provided for under the legislation will be made
available to those parents who have already availed of
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the existing 18 week entitlement. In January 2018, the
funding system for nurseries and mini nurseries has
been changed in Hungary to strengthen their
sustainability, through task-based financing. To
achieve the objective to increase the number of day-
care places for the 1-3 year olds to 60,000 by 2020,
the Government provided HUF 10 billion (around EUR
31 million) for nursery development in 2018 and 11.5
billion HUF (around EUR 36 million) in 2019. Finally,
Estonia introduced 5 additional carers' leave days
(remunerated at the minimum wage).

A balanced distribution of paid leave between
women and men can be particularly beneficial in
fostering women’s employment after having
children. Spain has increased the length of the
paternity benefit from four to five weeks. Moreover, an
agreement was reached with Social Partners to extend
paternity leave for public sector employees to 16
weeks, which will be applied gradually over the next
three years (8 weeks in 2019, 12 weeks in 2020 and
16 weeks in 2021). Czech Republic introduced one
week of paid paternity leave. Slovenia has reduced the
length of paternity leave from 90 to 30 days but has
significantly increased the amount of paternity
allowance to 100% of wages. In the Netherlands, the
draft bill extending the length of paternity leave from
2 to 5 days and granting additional 5 weeks of leave
for parents has been sent to the Parliament. Estonia
plans to make the parental leave scheme more flexible
to allow for both parents to take the leave
simultaneously.

Some Member States are adapting their tax and
benefits systems to remove disincentives to
work for second earners. Denmark adopted the
2018 tax agreement strengthening the incentives to
work full-time, notably for the unemployed and part-
time workers. Spain modified the 2018 budget law to
introduce a Personal Income Tax deduction for a
dependent partner with low income. Latvia extended
the coverage on non-taxable income to non-working
spouses taking care of a child up to 3 years old or at
least 3 children up to 18 years old.
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Box 2. Making full use of the European Social Fund (ESF)

With a budget of EUR 86.4 billion for 2014-2020, the European Social Fund (ESF) is one the key EU instruments
to support addressing the challenges identified in the country-specific recommendations (CSRs). The operational
programmes directly contribute to promoting sustainable and quality employment, promoting social inclusion,
investing in education and training and enhancing institutional capacity building.

One of the key policy priorities is youth employment, tackled through both the ESF own resources and the Youth
Employment Initiative (YEI). The budget of the YEI has been increased in 2017 to EUR 8.9 billion, covering the
full 2014-2020 programming period. The YEI specifically targets young people who are not in employment,
education or training (NEET), concentrated on the EU regions with the highest youth unemployment rates in
2012.

Over 15 million participants have benefitted from ESF and YEI support between 2014 and 2017, including
almost 3 million long-term unemployed (179%). Young people below 25 years of age (42% of total participants)
and low-skilled people with primary or lower secondary education (44% of total participants) are key target
groups of these interventions. Implementation, which showed a sharp acceleration in 2017, should continue
steadily in the coming years.

Over 2.4 million young NEET have been supported by the YEI between 2014 and 2017, out of which:
- 1.5 million young people have completed the YEI supported intervention;
- 780,000 young people were in education/training, gaining a qualification, or in employment, including
self-employment, upon leaving;
- 550,000 young people received an offer of employment, continued education, apprenticeship or
traineeship upon leaving;

On 30 May 2018, the European Commission adopted a proposal for the 2021-2027 European Social Fund Plus
(ESF+). Based on the proposal, the ESF+ would allow within the broader framework of the Structural and
Investment Funds to focus support more on challenges identified in the European Semester. In this context,
ESF+ will merge the:
- European Social Fund (ESF) and the Youth Employment Initiative (YEI),

Fund for European Aid to the Most Deprived (FEAD),

EU Programme for Employment and Social Innovation, and

EU Health Programme.

According to the proposal, the ESF+ Regulation would aim to ensure that resources under the shared
management strand focus on the key challenges identified, in particular it would
Support the principles of the European pillar of social rights and the implementation of
recommendations under the European Semester;
Continue to provide support to young people with a minimum allocation for Member States with high
youth unemployment rates;
Foster social inclusion with a minimum share of 25%;
Support Union actions for social innovation, mobility and health;
Support long-term integration of third-country nationals, in complementarity with the Asylum and
Migration Fund (AMF);
Be made simpler to reduce the administrative burden on national authorities or organisations
benefiting from ESF+ measures.

Only a limited number of Member States took assessment per company, profession and level of
steps to address the gender pay gap. Sweden qualifications. Specific actions from the labour
established a new agency for work environment that  inspectorate and sanctions against employers based
will collect and disseminate information on the work on the grounds of discriminatory treatment are
environment policies, including on gender segregation ~ envisaged. In 2018, Germany started the first
in occupations. Estonia plans to increase pay evaluation of the Transparency in Wage Structures Act,
transparency in the public sector and will develop an IT  highlighting the individual entitlement to request pay
tool to analyse wage differences between men and information and obligation to report on gender equality
women. France announced a set of 10 measures to  and equal pay of women and men.

foster closing the gender pay gap. In August 2018,

Portugal introduced measures to promote equal Many Member States are taking action to
remuneration among women and men who perform Promote integration of people with a migrant
equal work or work of equal value. These entail an background through strategic plans, funding,
annual report on general and sectorial information legislation and innovative measures. In Finland,
about gender differences in remuneration, and an new models for funding integration were introduced,
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speeding up the integration process, and allowing
migrants to combine education and work in a flexible
way. In Malta, the Migrant Integration Strategy &
Action Plan (Vision 2020) as a framework for
understanding successful integration was launched in
December 2017. In Belgium, the integration
programme of the German-speaking Community
became mandatory for foreign nationals who are
above 18 years of age, are registered at a municipality
as of January 2018 and have a residence permit valid
for at least three months. In Austria, two new
integration laws came into effect in the summer of
2017 as part of a larger effort to promote integration.
The Integration Act requires refugees and persons with
subsidiary protection status to sign an “integration
statement” and to participate in integration courses.
With effect from 1st January 2018, the Federal
Asylum Law was adapted, entitling beneficiaries of
subsidiary protection and asylum seekers to
integration support, provided that granting of
international protection seems very likely.

Promoting the integration of migrants in the
labour market is a priority in many Member
States. In Belgium, the Flemish Public Employment
Service (VDAB) implemented its Action Plan for 2017
entitled ‘Integration through work’. Sweden adopted
new measures to facilitate the integration of newly
arrived migrants, in particular to the labour market via,
inter alia, the provision of targeted education and
training. The Swedish Agency for Economic and
Regional Growth facilitates contacts and networking
between foreign-born women, in particular newly
arrived women, and employers. In Estonia, an
information campaign was launched to encourage
second and third generations’ access to employment in
the public sector. A pilot mentoring programme was
also launched to facilitate third-country nationals’
access to the labour market.

Promoting access to education and training can
be a key driver for the integration in the labour
market and in society at large. In Sweden, under
the education and training obligation, all newly arrived
immigrants from third countries who benefit from the
Public Employment Service's Introduction Programme
and are considered in need of education or training to
get a job can be instructed to apply for education and
training paths. In Estonia, an online platform for
immigrants to learn Estonian was further developed in
2017. In Finland, reforms in basic and vocational
education aimed to enhance the development of
migrants’ linguistic capabilities. In addition, a
legislative amendment was adopted to provide literacy
for migrants in adult education provision. Croatia
improved its system of recognition of qualifications for
beneficiaries of international protection and allowed
them to finish education started in the country of
origin, free of charge. In Germany, measures were
implemented to help third-country nationals to
integrate into the labour market via recognition of
their occupational and educational qualifications, as
well as their non-formal skills.
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Member states are also taking specific measures
for refugees and asylum seekers. In Belgium,
structural cooperation has been agreed between the
Federal Agency for the reception of asylum seekers
(Fedasil) and the Walloon Public Employment Agency
(Forem), mainly to facilitate access to employment for
asylum seekers. In Estonia, a new labour market
measure (‘My First Job in Estonia’), co-financed by the
European Social Fund, was introduced for beneficiaries
of international protection. In Luxembourg, the
Employment Agency set up a service for the
integration of beneficiaries of international protection
in the labour market. In the Netherlands, a programme
for beneficiaries of international protection and native-
born with a migrant background was launched to
improve access to employment. France launched the
“pathway for 1,000 refugees” initiative, which offers
1,000 beneficiaries of international protection with an
eight-month integration pathway including
accommodation, language learning and certified
vocational training.

Several Member States are promoting the
employment of persons with disabilities. Since
September 2017, the Greek government has been
subsidising the employment of persons with
disabilities and the adaptation of workplaces in the
local government and private companies. In a similar
vein, Sweden has raised the cap for subsidising the
employment of persons with disabilities. Poland is
implementing a European Social Fund-financed project
to reduce barriers to employment of persons with
disabilities. Bulgaria is investing on training to increase
the employability of persons with disabilities ("training
and employment"), with priority to those with more
severe disabilities. A quota for employers (with a staff
of 50 or more employees) to hire people with
permanent disabilities has also been introduced in a
recently adopted Act for People with Disabilities.
Sheltered employment for people with multiple
permanent disabilities, which will be provided in
sheltered employment centers, is also regulated with
the new act. Thanks to the European Social Fund co-
financing, Belgium is implementing awareness
campaigns for employers on disability as well as
training programmes targeted at people with
disabilities. France adopted the Liberté de Choisir son
Avenir Professionnel law ('Freedom to Choose one's
Professional Future'), aiming to promote the
employment of persons with disabilities. This law
includes a scaling up of socio-medical approaches to
aid in job searches, a move of the requirement to have
6% of recruitment from people with disabilities from
the work unit to the company level and the
introduction a compulsory company declaration (from
January 2020) on measures taken to integrate
workers with a disability. In Portugal a new social
benefit granted to people with a disability above 60%
aims to encourage them to continue working or to look
for a job (currently, people with disabilities are not
entitled to receive disability benefits if they receive
any form of remuneration). Malta is introducing a new
budgetary measure that will allow people with



disability to keep their disability pension in full when
working/when they get a job. In Slovakia, a social
insurance contribution allowance has been introduced
since July 2018 for disability pensioners working on
agreements reached outside an employment
relationship, provided that the gross salary does not
exceed 200 EUR.
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3.3. GUIDELINE 7: ENHANCING THE
FUNCTIONING OF LABOUR MARKETS

This section looks at the implementation of the
employment quideline no. 7, which recommends
Member States to enhance the functioning of the
labour market and the effectiveness of social dialogue.
This includes balancing flexibility and security in labour
market  policies, preventing labour market
segmentation and fostering transitions towards open-
ended forms of employment, ensuring effective active
labour market policies and public employment
services, providing adequate unemployment benefits
that do not disincentivise a prompt return to
employment, and promoting the mobility of workers
and learners. In addition, the guideline recommends
Member States to ensure the timely and meaningful
involvement of the social partners in the design and
implementation of policies, including through support
for increased capacity of the social partners. The
chapter starts by shortly introducing key indicators
pointing at challenges in this area, notably on
segmentation between permanent and temporary jobs
(and related job quality issues), participation into
active labour market policies and PES, functioning of
unemployment benefits (through an update of the
benchmarking exercise presented in 2018) and the
extend of workers' and learners' mobility. Section 3.3.2
finally reports on policy measures from Member
States in these areas.

3.3.1. Key indicators

Though roughly stable at EU level, labour market
segmentation represents an issue for a number
of Member States. Segmentation is the situation
where (at least) two “segments” of workers
characterised by different rights, entitlements and/or
working conditions coexist in the labour market.
Especially if associated with limited possibilities to
move from atypical to permanent jobs, it may hamper
the functioning and fairness of labour markets. A high
share of temporary workers can be a rough indicator
of labour market segmentation in a Member State. At
EU level (Figure 39) the proportion of temporary
contracts over total employees did not change
significantly over recent years, hovering around 14%
on average over the last ten years. However, some
Member States experience much higher levels: this is
the case in particular of Spain, Poland, Portugal, the
Netherlands and Croatia, which all recorded rates
above 20% in 2017; followed by other six member
states (Slovenia, France, Sweden, Finland, Italy and
Cyprus) in the range between 15% and 20%. Some of
these countries went through significant increases
between 2008 and 2017, notably Croatia (by 8 pps),
Slovakia (by 5 pps), the Netherlands (by around 4 pps)
and lItaly (by 2 pps). A significant increase was also
recorded by Denmark (from 8.5% in 2008 to 12.9% in
2017). A peculiar case is Spain, where the share of
temporary contracts contracted significantly during the
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crisis (from 29.2% in 2008 to 23.2% in 2013) to
increase again with the recovery (up to 26.8% in
2017).

Figure 39: Share of temporary workers over
total employees (15-64).

o] 5 10 15 20 25 30 35

Y
LT [ .
Ly |
EE |
BG |
UK |
MT T e

HU | 0.

L |
AT »
K [
vl
BE |
B |
DK |
DE |
EUZ8 |
CY- |

fl| »
SE |
MR |
5l
HR | [
ML | [
pT |
PL | 4
5 |

2017 + 2013 — 2008

Source: Eurostat, LFS.

Temporary contracts may act as stepping stones
towards permanent jobs, but often represent
"dead ends". Figure 40 shows the transition rates
from temporary to permanent contracts (averaged
over three years to minimise the impact of short-term
fluctuations) plotted against the share of temporary
contracts over total employees. On average, 24%
workers with a temporary contract move to a
permanent contract during the following year.
However, in a number of Member States the yearly
transition rate is significantly lower than the EU
average. This is the case, in particular, of Spain,
France, Poland and Italy, which combine a low
transition rate (around 11% for the former two
countries, 20% for Italy and 22% for Poland) with a
high share of temporary contracts, pointing to
segmentation. Transition rates are comparatively
higher in Member States with a low proportion of
fixed-term contracts. Conversely, in the countries with
a high share of fixed-term contract, workers tend to be



stuck in temporary jobs. Notable exceptions are
represented by Sweden and Slovenia that, in spite of
having high shares of temporary workers, present
transition rates close or above 40%.

Figure 40: Share of temporary workers over
total employees 15-64 (2017) and transition
rate to permanent jobs, 3-years average (2016).
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In the EU, the majority of temporary workers are
on a fixed-term contract because they cannot
find a permanent job. The proportion of "involuntary”
temporary workers is an additional indication of
segmentation in the labour market; around 54% of all
temporary workers aged 15-64 in the EU are in this
situation (2 pps more than in 2008), but the share is
above 70% in 12 Member States. In this perspective,
the situation of Member States like Portugal, Croatia
and Spain - which combine a high share of temporary
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workers with a percentage of "involuntariness" higher
than 80% - is especially challenging (Figure 41). The
situation of Cyprus also needs some monitoring: even
if the share of temporary employees is only slightly
above the EU average, 91.9% of them are in this
situation because they could not find a permanent job.
Younger workers are normally more willing to accept
temporary jobs; as shown in Figure 41, when the 25-
64 age group is considered, the share of involuntary
temporary workers is higher in all Member States.
Interestingly, the gap between 15-64 and 25-64 age
groups is lowest where the share of involuntary
temporary workers is highest, indicating that in more
segmented labour markets also younger workers have
a strict preference for open-ended contracts. The share
of older workers (aged 55-64) on involuntary
temporary contracts has increased substantially with
the crisis, from 51.9% in 2008 to 60.6% in 2017.

Figure 41: Involuntary temporary workers as a
share of total temporary employees, 2017.
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A high proportion of self-employed workers may
also be a sign of labour market segmentation.
While self-employment is normally voluntary, it may
conceal dependent employment relationships (so-
called 'bogus’ self-employment). In addition, often
social security systems are not adapted to include the
self-employed (this issue is discussed in Chapter 3.4).
The degree of autonomy of self-employed workers
cannot be measured with comparable Eurostat
statistics across Member States®”. However, some
proxy information can be obtained by looking at the
share of self-employed without employees (‘own
account workers') over total employment — when high,
it could signal the need for further country-specific
assessment. The ranking shows Greece (22.3%),
Romania (15.3%) and Italy (15.1%) on top in 2017,
followed by Poland, Czech Republic, Slovakia, the
United Kingdom and the Netherlands with rates above
11% (Figure 42). At the lower end, Denmark, Germany,
Sweden and Hungary show rates below or close to 5%.
Since 2008 the share of own account workers has
remained stable on average in the EU, but significant
increases were recorded in some countries, notably in
the Netherlands (from 8.4% in 2008 to 11.5% in
2017) and in the United Kingdom (from 9.8% to
11.8%). On the contrary, it has decreased markedly in
Croatia (from 11.79% to 5.7%) and Portugal (from
13.5% to 8.9%). According to Eurofound®®, in 2015
around one quarter of all self-employed workers in the
EU could be classified as "vulnerable" or "concealed"®®,
with substantial differences among Member States.
These workers are characterised by economic
dependence, low levels of autonomy and financial
vulnerability; therefore, ‘bogus self-employed’ are
most likely to be found in these groups. Figure 43
shows the distribution of self-employed workers in
these two categories as a share of total employment,
by Member State.

87 A forthcoming ad-hoc Eurostat LFS module on self-employment, whose
results are expected in 2019, will help shedding light on the issue.

8 Eurofound (2017), Exploring self-employment in the European Union,
Publications Office of the European Union, Luxembourg.

59 Based on 2015 data from the sixth European Working Conditions Survey
(EWCS) five distinct clusters of self-employed are identified (‘employers’,
‘stable own-account workers’, ‘small traders and farmers’, ‘vulnerable’
and ‘concealed’). The clusters are the outcome of a statistical model
(latent class analysis) controlling for variables for economic dependence
(e.g. number of clients, ease of finding new customers), operational
dependence (e.g. able to take time off on short notice) and
entrepreneurialism (e.g. having multiple establishments, reason to
become self-employed). More details in Eurofound (2017), ibid.
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Figure 42: Self-employed without employees as
percentage of total employment.
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Figure 43: "Vulnerable" and "concealed" self-
employed workers as a proportion of total
employment.
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"Platform work", though currently limited to
small parts of the workforce, may have a
significant impact on working conditions and
patterns. Recently, the European Commission's
COLLEEM online survey?® investigated the utilisation of
online platforms among frequent internet users aged
16-74 in 14 EU countries, providing some initial
tentative evidence on the situation of platform
workers. According to European Commission (2018)7%,
based on the survey results, the proportion of people
earning more than half of their income from platform
work hovered slightly above 2% in 2017, with the

70The COLLEEM ("Collaborative Economy and Employment') survey is an online
panel survey on digital platforms commissioned by DG EMPL and
coordinated by the JRC. It was conducted in 14 European Member States:
DE, ES, FI, FR, HR, HU, IT, LT, NL, PT, RO, SE, SK and UK. The survey was
conducted in June 2017. See Pesole et al,, (2018).

7L European Commission (2018). Employment and Social Developments in
Europe. Annual Review 2018. Luxembourg: Publications Office of the
European Union.
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highest levels recorded in United Kingdom (4.3%) and
the Netherlands (2.9%). Around half of those for
whom platform work is the main activity regard
themselves as fully or partly self-employed, although
a significant share (38%) see themselves as
employees. This suggests that many platform workers
may not be covered by social protection - an issue
which is complicated by the fact that often their
employment status is not clear for regulatory
purposes.

Temporary workers experience lower job quality,
over a number of different dimensions. The sixth
European Working Conditions Survey (2015) provides
information on a number of key dimensions of job
quality. Based on this survey, Eurofound’? has
computed seven job quality indexes (concerning
respectively physical environment; social environment;
work intensity; skills and discretion; working time
quality; prospects; and earnings). Looking at
differences in the scores for six of the seven job
quality indices’® (Table 3) workers on short-term
temporary contracts score below average in four of
them, of which prospects (including job security and
career advancement) and skills and discretion (which
includes, for instance, access to training and decision
autonomy) are the most challenging. On the other
hand, as regards the social environment, they have a
slightly higher score than the average. Longer-term
temporary contracts show a similar pattern, but their
job quality scores are closer to the average; in
addition, they find themselves in less favourable social
environments compared to the average. Differences
remain after statistically controlling for factors such as
individual or job-related characteristics (Figure 44).
Workers on temporary contracts are also more than
three times as likely to be at risk of poverty as those in
permanent employment (16.3% of temporary workers,
versus 5.8% of permanent workers in 2017); a gap
which has been growing steadily since the crisis.

72 Eurofound (2018), “Does employment Status matter for job quality?",
forthcoming.

73The seventh dimension, i.e. earnings, is excluded because of low reliability.
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Table 3: Job quality scores by employment status (2015)

Dimesions of job quality
enz:ﬁ::elnt Work intensity " :qklilna?itt\.irme en'.r?:::;lent Prospects ;::::;2:
Indefinite Contract 84 35 71 65 56 56
Fixed-term>1 year 83 34 70 59 46 52
é Fixed term<1 year 81 36 70 65
E Other employees 82 30 71 64
E_ Self-emp, no employees - dependent 83 27 72
g |Self-emp, no employees - independent 83 26 67
" Employers 84 35
Total 83 34

Source: Eurofound computation on EWCS 2015. Green marks “better than average”,

red “worse than average”.

The shade of the colour indicates the deviation from the average (darker shades have more distance to average)

Figure 44: Effects of employment status on specific aspects of job quality, controlling for individual

and job-related characteristics (2015)

Trainin Difficultiesin | Called to Regularity
Job security receivefl taking time |work at short| (medium to | High strain
off notice high)
Fixed-term>1 year I I
Fixed-term<1 year I I I
Self-emp, no employees - dependent l

Self-emp, no employees - independent i

Employers

Part-time (vs Full-time)

Source: Eurofound computation on EWCS, 2015

Note: The colours represent the relative association between each job quality indicator and the employment
status as compared to the reference group of employees with indefinite contracts. Results stem from multi-level
regressions controlling for individual characteristics, occupation, sector and others.

Effective active labour market policies (ALMPs)
are a key component of well-functioning labour
markets. They increase the opportunities of job-
seekers to find a new job and improve labour market
matching. The main challenge that ALMPs seek to
address is unemployment, notably long-term
unemployment (i.e. of duration longer than one year).
Evidence shows that the longer the spell a job-seeker
spends in unemployment, the higher is the risk of skills
depreciation, discouragement and overall detachment
from the labour market. Therefore, long-term
unemployment is both an indicator of the
effectiveness of ALMPs and a measure of the
challenge faced by a country in terms of activation of
its unemployed population’. Figure 45 shows the
long-term unemployment rate (i.e. the ratio between
the number of people unemployed for more than one
year and the active population) in 2017 and its change
compared to 2016. As also mentioned in Chapter 1,

74For these reasons, the long-term unemployment rate has been agreed by the
Employment Committee as a headline social scoreboard indicator to
monitor active support to employment.
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long-term unemployment has been reducing in all
Member States in 2017, on the back of the labour
market recovery. In spite of a broadly converging trend
(as highlighted by the negative slope of the regression
line) there remain significant discrepancies across
Member States, with rates ranging in 2017 from 1% in
Czech Republic to 15.6% in Greece. Together with
Spain (which shows a rate of 7.7%), Greece is flagged
as "weak but improving', as it combines a much higher
than average level with a fast rate of reduction over
the last year. Italy, which recorded a comparatively
lower long-term unemployment rate (6.5%), is flagged
as a "critical situation”, in consideration of its limited
improvement in 2017 compared to the previous year.
The situation of Slovakia is considered "to watch" with
a rate of 5.1%. Among the countries marked as "better
than average", it is worth mentioning Cyprus, Portugal
and Croatia, which are classified in this group because
of their performance on the yearly change, pointing to
a significant improvement in 2017 (the level being
close but still above the EU average).
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Figure 45: Long-term unemployment rate (Social Scoreboard headline indicator)
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In most Member States, the long-term
unemployment rate has not recovered yet to
pre-crisis levels. The improvement with respect to
2013 (reference as peak year of the crisis) has been
especially relevant (by more than 4 pps) in Croatia,
Spain, Slovakia, Portugal, Ireland and Bulgaria. Still, in
few Member States the long-term unemployment rate
in 2017 is equal or higher than in 2013, notably for
France (same rate), Austria (+0.5 pps), Finland
(+0.4 pps) and Luxembourg (+0.3 pps). In addition, for
19 Member States the long-term unemployment rate
remains higher than in 2008, the largest gaps being
recorded for Greece (+11.9 pps), Spain (+5.7 pps),
Cyprus (+4 pps) and ltaly (+3.5 pps). This is an
indication of the intensity of the recession suffered by
these countries in past years, and the impact it keeps
showing on labour market outcomes - but, at the
same time, of the challenges faced by the public
employment services and active labour market policies
systems, which in many cases were put under severe
stress by the suddenly increasing number of job-
seekers. In other Member States the long-term
unemployment rate was well below the pre-crisis level
by 2017, (notably in Germany, Hungary and the Czech
Republic, where it was less than half of the 2008
value).
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Participation in active labour market policies
still differs significantly across the EU. Active
labour market policies (ALMPs) represent one of the

cornerstones in ensuring effective labour market
transitions and high performing labour markets.
Together with an effective lifelong learning

infrastructure, ALMPs constitute the actual support
(and security) dimension of a well-balanced flexicurity
set-up, which is recognised as a factor improving
labour market performance. In this light, disparities
among Member States in participation to activation
measures are striking’>. On the one hand, there is a
large group of Member States (Greece, Romania,
Bulgaria, Latvia, Slovenia, Croatia, Cyprus and Malta)
where less than 10% of those wanting to work
participated in ALMPs in 2016. Moreover, this share in
most cases has decreased in recent years. On the
other hand, there is another group of countries
recording participation rates beyond 40% (Sweden,
France, Denmark, Hungary, Luxembourg and Belgium);
for this group of countries the trend is generally
positive or constant since 2013. This seems to indicate
that convergence is not taking place on this policy
indicator. In most countries, participation rates have
dropped after the crisis (with the notable exceptions of
Belgium, Hungary, Sweden, Czech Republic and

75 Nonetheless, this indicator should be interpreted with caution, as it only
measures participation to (and not effectiveness of) labour market
policies, and for a number of countries it presents statistical reliability
issues, related to the data collection process.
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Estonia) indicating that the increase in the number of
people looking for a job has not been followed by a
proportional increase in participation to ALMPs.

Figure 46: Long-term unemployment as a
percentage of active population
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Total investment in active labour market policies
also seems to diverge greatly among Member
States. If the share of long-term unemployed is a
rough approximation for the effectiveness of active
labour market policies, this divergence is a matter of
concern as well. Although spending on labour market
services and measures to some extent is related to the
unemployment and competitiveness situation in a
given Member State, the figures illustrate large
differences in the commitment to building effective
systems for active labour market policies. The
spending on labour market services and measures
varies from 1.5% of GDP to less than 0.1% in some of
the less committed Member States (Figure 48).
Moreover, the Member States with the lowest
investments in ALMPs also tend to be those where a
significant part of the ALMP system is co-financed by
the ESF and where the long-term sustainability of the
system is in question.
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Figure 47: Participants in ALMPs per 100 persons
wanting to work
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Public Employment Services (PES) are the main
labour market institutions in charge of job
search support and referral of job-seekers to
activation measures. Although structured differently
in each country, all PES aim at matching supply and
demand in the labour market by providing services to
both registered unemployed and employers. In
particular, they are in charge for profiling clients,
providing them counselling and individualised support,
referring them to training and activation measures,
and (in many countries) paying unemployment and/or
welfare benefits.



Figure 48: Spending on labour market services
and measures (2016) and share of long-term
unemployed (2017)
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Nonetheless, the effectiveness of Public
Employment Services in providing job search
support is unequal among Member States,
depending inter alia on their capacity, quality of
services offered and coordination with other actors.
Such discrepancies reflect, in many cases, the use of
PES made by unemployed people for job search
(beyond formal registration requirements, which are
generally necessary to access unemployment and
other welfare benefits). Figure 49 shows the share of
unemployed people using public employment services
for job search. The values do not differ significantly
from those published in the 2018 Joint Employment
Report. At the bottom of the distribution, Spain, Italy
and Romania show the lowest shares in 2017 (less
than 30%), followed by the Netherlands, the United
Kingdom and Portugal (with a share between 30% and
40%). Conversely, in Member States such as Lithuania,
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Slovakia, the Czech Republic, Austria, Slovenia,
Germany and Greece, the share of unemployed people
who declare using Public Employment Services to
search for a job is above 70%. On average, the use of
PES by unemployed has constantly decreased since
the onset of the crisis, dropping from 58.1% in 2008
to 452% in 2017 (1 pp less than in 2016).
Nonetheless, an opposite trend is recorded in few
Member States, with notable increases in Latvia and
Cyprus (by more than 30 pps), Estonia and Greece (by
around 15 pps), Romania and Slovenia (by around 9
pps). In some of these countries, though, increased
rates may be due to stronger obligations to register in
order to access benefits. Figure 50 provides a hint to
the use made of selected alternative job search
methods by unemployed people, including private
employment offices, direct applications to employers
and informal methods such as asking friends, relatives
and trade unions. While it is difficult to find general
patterns, it appears that in Member States where
usage of public employment services is low, informal
methods are the most frequently used.

Figure 49: Share of unemployed people using
public employment services for job search
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Figure 50: Share of unemployed people using
selected job search methods (2017)
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The provision of adequate unemployment
benefits of reasonable duration, accessible to all
workers and accompanied by effective active
labour market policies is key to support
jobseekers during transitions in the labour
market. The 2018 Joint Employment Report
presented an extensive comparative analysis of the
main design features of unemployment benefit
systems across the EU, based on the results of the
benchmarking exercise of unemployment benefits and
ALMPs conducted within the Employment Committee
(EMCO). The analysis, which looked into a number of
performance and policy lever indicators (for year 2016
or 2017 depending on data availability) remains

68

overall valid, in view of the limited policy changes
occurred during the reference period for this report
(for details on the reforms taken by Member States in
this domain, see Section 3.3.2; for a long-term
overview of reforms by Member States, see European
Commission, 20187). This section provides an update
of the exercise, notably of policy lever indicators.
Furthermore, it looks into the additional indicators of
strictness of job-search requirements for unemployed
jobseekers which have been agreed by the
Employment Committee in 2018.

The share of short-term unemployed people”’
covered by unemployment benefits amounts to
around one third, on average. This share slightly
decreased in the aftermath of the crisis (from 34.4%
in 2008 to 32.7% in 2017), remaining stable over the
most recent years. However, significant differences
across countries persist (Figure 51). These differences
depend on the policy design of the unemployment
benefits systems (notably on eligibility conditions,
maximum  duration, strictness of job search
requirements, overlaps with other social protection
schemes) as well as on the cyclical position of
different countries. In a long term perspective,
between 2008 and 2017 the largest increases in
coverage were recorded in Latvia (by almost 16 pps),
Italy (10 pps) and France (9 pps). On the other hand,
the largest drops were recorded in Hungary (-15 pps),
Luxembourg (-12 pps), Croatia and Germany (-10 pps).
The latter, however, still shows the highest coverage
rate (62.8%) - followed by Finland, Austria, Belgium
and France with rates above 50%. On the contrary, the
lowest coverage can be observed in Malta, Croatia,
Poland, Romania and Bulgaria, with rates significantly
below 15% and no sign of improvement.

76 European Commission (2018). Labour Market and Wage Developments in
Europe. Annual review 2018. Luxembourg: Publications Office of the
European Union.

77 Those who have been unemployed for less than one year.



Figure 51: Coverage of unemployment benefits
for the short-term unemployed
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There have been no major changes between
2016 and 2018 in the design of unemployment
benefits in Member States. To be entitled to
unemployment benefits, unemployed people are
generally required to have a minimum work record
and/or have paid insurance contributions during a
period of time. As shown in Figure 52, this minimum
period ranges from less than 20 weeks in France and
Italy to a year (52 weeks) or more in Poland, Romania
and Slovakia. Almost no variations are recorded
between 2016 and 2018, with two exceptions. In
Bulgaria, the length of the required qualifying period
has increased from 9 months of insurance during the
15 months prior to unemployment, to at least 12
months of insurance during the 18 months before
unemployment. A similar extension has taken place in
Latvia where the requirement increased from having
paid at least 9 months of contributions in the 12
months prior to unemployment to having paid at least
12 months of insurance in the 16 months prior to
unemployment. As concerns the maximum duration of
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benefits (Figure 53), there has been no change
between 2017 and 2018. Belgium remains at the
higher end with unlimited benefit duration - which
should be seen in the context of the absence of an
unemployment assistance scheme. On the opposite
side are Hungary and Malta. The maximum duration
continues to be shorter than the contribution periods in
most Member States; only in four they are equal
(France, Netherlands, Greece, Luxembourg) and in
three cases higher (Finland, Denmark, Belgium). As
concerns level and adequacy of unemployment
benefits Member States also present significant
disparities. Net replacement rates for a low-wage
worker with a short work history (1 year) range from
less than 20% of previous (net) earnings in Hungary to
around 90% in Luxembourg (Figure 54). The
comparison between the net replacement rates at the
2™ and the 12" month of the unemployment spell
shows the effect of either the expiration of the
benefits (with individuals falling into other schemes,
such as unemployment or social assistance), or the
reduction in benefit generosity over time’s.

Member States have developed several
strategies to activate recipients of
unemployment benefits. The adopted policy

instruments follow the principle of mutual obligation.
In particular, recipients of unemployment benefits are
required to engage in job-search activities; at the
same time, public authorities have to support them in
their job search and in overcoming the obstacles that
may prevent them from regaining employment while
monitoring their compliance with availability-to-work
conditions (and implementing sanctions when needed).
The principle of early intervention and tailor-made
services to unemployed jobseekers has also been
widely embraced by Member States with the aim of
shortening unemployment spells, fostering quality
matches and preventing long-term unemployment and
discouragement. Indeed, mandatory requirements for
Public Employment Services to provide certain types of
early support for jobseekers (profiling, design of
individual action plans, personalised counselling) exist
in most Member States.

78 The OECD models used for this indicator have been refined since adoption of
the 2018 Joint Employment Report in Council, in particular for AT, DK, EE, Fl,
DE, ES, IE, IT, UK.
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Figure 52: Length of the required qualifying
period, 2016 and 2018 (in weeks)
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Protection) database, and national legislation.

Note: In Malta (2018), the minimum qualifying criteria
are 50 weeks of paid contributions of which at least
20 paid or credited in the previous 2 calendar years; in
Ireland (2016 and 2018), at least 104 weekly
contributions must have been paid since the person
first started work.

=

70

Figure 53: Maximum duration of benefits with a
1-year work record, 2017, and 2018
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Source: MISSOC (Mutual Information System on Social
Protection) database and national legislation (January
2017 and January 2018).

Note: in Belgium there is no limit on the duration of
benefits. In Cyprus, weeks are calculated on the basis
of 6 working days per week. In Ireland, benefit is paid
for 39 weeks (234 days) only for people with 260 or
more weekly PRSI contributions paid. In Slovakia, a
person with a one-year record cannot qualify for
unemployment benefits (at least 2 vyears of
unemployment insurance contributions during the last
4 vyears are required). In Poland, duration varies
depending on the level of the unemployment rate of
the region relative to the national average.



Figure 54: Net vreplacement rate of
unemployment benefits at 67% of the average
wage, at the 2nd and 12th month of
unemployment (2018)
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Source: European Commission based on OECD Tax-
Benefit Model.

Note: The indicator is calculated for the case of a
single person without children with a short work
history (1 year) and aged 20. Further methodological
details in footnote 78.
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Figure 55: Availability requirements and suitable
work criteria, 2017
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There is a large diversity in the strictness of
availability-to-work conditions and job-search
requirements’® attached to unemployment
benefits. There is a large diversity in the
strictness of availability-to-work conditions and
job-search requirements attached to
unemployment benefits. The following analysis,
based on OECD indicators®, provides information
about legal (i.e. de jure) conditions, but not about their
effective implementation. Therefore, indicators should
not be interpreted in a simplistic manner, also because
it is not possible to identify an 'optimal' degree of
strictness for job-search and availability requirements.
Figure 55 shows the severity of availability

73 These policy indicators were developed by the OECD using data collected via
comprehensive expert surveys. They provide information about legal (i.e.
de jure) conditions, but not about its effective implementation (which can
vary between countries with the same rules).These indicators cannot be
interpreted in a simplistic manner, as it is not possible to identify an
‘optimal' degree of strictness for job-search and availability
requirements.

80 These policy indicators were developed by the OECD using data collected via
comprehensive expert surveys.
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requirements and suitable work criteria for
unemployment benefits recipients. They appear to be
the strictest in Poland, Denmark, Malta and Croatia,
while they are the least strict in Belgium, Lithuania,
Bulgaria, Cyprus, Finland and Spain. Figure 56 shows a
great variation in the strictness of job-search and
monitoring requirements. In  particular, stricter
requirements exist in Malta, the United Kingdom and
Luxembourg, while the least strict are observed in
Cyprus, Greece and Poland. Finally, Figure 57 also
shows a large diversity in the severity of sanctions
applied when unemployment benefits recipients do not
comply with availability and job-search requirements.
Sanctions appear to be the strictest in Slovenia,
Romania, Luxembourg, Greece, Croatia and Portugal,
while they are the least strict in Austria, Hungary,
Cyprus, Ireland, Denmark and Germany (in some cases
however this goes along with a short duration of
benefits). Malta, Croatia and Estonia appear to have
more stringent provisions in all dimensions. Yet,
several Member States display a combination of
stringent provisions for certain components and less
stringent for others. For instance, Denmark has the
second most stringent provisions for availability
requirements and suitable work criteria, but one of the
least strict for benefit sanctions. These different
approaches provide an insight on how national
systems tackle the issue of moral hazard inherent to
unemployment insurance benefits. For instance, more
strict job-search and availability requirements are
expected to encourage higher job-search efforts and
faster acceptance of job offers, thus counterbalancing
the possible financial disincentives created by
unemployment  benefit systems and reducing
unemployment duration. At the same time, overly
stringent requirements may have counterproductive
effects, for instance as concerns a reduction in the
coverage of benefits or a detriment in the quality of
matches, which may not be long-lasting (with more
people falling back into unemployment more
frequently).

Tackling barriers to mobility of workers and
learners can enhance employability and skills
development, helping exploiting the full
potential of the European labour market. In 2017,
there were roughly 12.4 million EU citizens of working
age (20-64) living in another country than their
country of citizenship®. This number has increased by
5% compared to 2016, at a similar pace as it had
increased in the previous years. Germany and the
United Kingdom were the main countries of residence
in 2017, hosting respectively 3 million and 2.6 million
people, followed by Spain (1.4 million), Iltaly (1.2
million) and France (around 1 million). While Germany
and the United Kingdom show an upward trend going
back to 2015, Italy and France show a more moderate
(and lower than average) growth. On the contrary,

81 This number refers to 'long-term" EU-28 movers of working age, living in
EU-28, based on Eurostat demography statistics. For details, see
European Commission (forthcoming), 2018 Annual Report on Intra-EU
Labour Mobility, Directorate-General for Employment, Social Affairs and
Inclusion.
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Spain had an absolute lower number of EU28 movers,
with a 1% decrease compared to 2016. This continues
a (slowing) downward trend observed since 2014. The
main countries of origin remain unchanged from 2016,
with Romanian, Polish, Portuguese, Italian and
Bulgarian nationals constituting the largest groups at
EU level. Together their numbers reach around 6.6
million people, more than half of the total EU-28
movers in the EU. In proportion to the population, the
highest outflows are recorded in Lithuania, Romania
and Latvia; a rising trend could be observed in
Lithuania, Romaina, Latvia, Estonia and Croatia. The
main countries of origin and countries of destination
remain unchanged when focusing on economically
active citizens (i.e. employed persons and jobseekers).

Figure 56: Job-search and monitoring
requirements, 2017
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Figure 57: Strictness of benefits sanctions, 2017
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Studying abroad is beneficial for skills
development and better future labour market
prospects. Mobile students contribute to knowledge
development, stronger cultural awareness, technology
upgrading and capacity building in their country when
they return home after studying abroad. Moreover,
students’ exchanges between countries enhance
opportunities for collaboration between academic
institutions, contributing to the European goal of
opening up and modernising education systems. Yet
only small shares of Europeans are mobile graduates.
In 2016, only 10.7 % of higher education graduates
originating from EU Member States were mobile; 3.1
% were degree mobile and graduated in a different
country from that in which they got their diploma,
while 7.6 % had a credit mobility stay and spent a
temporary study period or/and work placement abroad.
The Member States with the highest shares of outward
mobile graduates are Luxembourg (84.4%), the
Netherlands (23.2%), and Finland (19.5%). Other four
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EU Member States have student mobility rates above
15 % (Germany, France, Cyprus and Lithuania).
Mobility patterns between countries are explained by
several factors, such as geographical proximity,
language ties or the availability of English language
programmes in non-English speaking countries. The
teaching quality of universities and their reputation
also represent strong attracting factors.

Social dialogue, whether bipartite or tripartite, is
a key element of the European social market
economy. |t enables promoting agreements and policy
measures that balance the interests of both sides of
industry. Effective social dialogue finds solutions which
are acceptable to the involved partners, and thus
reduces conflicts in the society and strengthens social
cohesion. An important element for such dialogue is
the mutual respect and trust between the partners,
which comes along with the experience of previous
good cooperation and the value added of such
negotiated results. To allow for such negotiations, the
social partners need to be independent of each other
and of the government (autonomy of social partners).
Hence, social dialogue is to the advantage of workers,
employers and governments. The ‘New Start for Social
Dialogue’ initiative launched in March 2015, the
Council conclusions and the Quadripartite Statement
signed by the European social partners, the
Commission and the Netherlands Presidency on behalf
of the Council on ‘A new start for a strong social
dialogue’, both adopted in June 2016, call on the
Member States to closely involve social partners in the
design and implementation of relevant reforms and
policies, in line with national practices. The European
Pillar of Social Rights and the new Employment
Guideline 7 restate that social dialogue is a core value
of the European Union.

The European Union faces a diversity of national
social dialogue systems. These differences are
mainly related to divergent institutional frameworks
and operational capacities of social partner
organisations, contributing to important differentials in
the quality of social dialogue. While there is no one-
size-fits-all model, timely and meaningful involvement
of social partners in policy design and implementation,
including by providing support for increased capacity
of social partners, should be considered as a common
denominator for well performing and effective
tripartite social dialogue systems,. The latter is equally
true for bipartite social dialogue.

The capacity of social partners plays an
important role in shaping the social dialogue.
Social partners’ membership figures provide some
indication of their capacity to represent the respective
collective interests of either side of industry (Figure
58). The larger their membership and the more
representative, the stronger their voice and mandate
arguably is. Still, these figures do not provide a full
picture. For instance, in certain Member States with
low measured union density (e.g. France), trade unions
may enjoy fairly broad support also from non-
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members (see Eurobarometer data on trust in unions)
and have a strong capacity to participate in policy
developments. In most Member States, union density
has been in decline since the 1980s, with employer
density somewhat more stable. Beyond aggregate
membership figures, representation structure — more
or less fragmented — may also impact the capacity of
social partners, especially when fragmented
representation is weakly coordinated.

The capacity building measures are supported by
the European Structural and Investment Funds in
a number of Member States. Financial support has
been allocated, among others, in Bulgaria, Cyprus,
Czechia, Greece, France, Hungary, Lithuania, Latvia,
Poland, Slovakia and Portugal. In Portugal, the
European Social Fund (ESF) supports the institutional
capacity building of social partners in view of their
important role in the modernization of labour market
institutions,  including the management and
implementation of active labour market policies and
vocational education and training. In Latvia, the ESF
supports strengthening of the bipartite social dialogue.
The goal of the projects is to develop a legal
framework to facilitate social dialogue in different
sectors. Yet, there is room for improving the take up of
available EU funding in several Member States in order
to increase the capacity of social partners.

The changing world of work offer new
opportunities for social partner organisations
but also poses new threats. Already now, workers
under different contractual arrangements show very
different representation patterns. In particular,
employees with permanent contracts are affiliated to
a trade union to a significantly higher degree than
workers on fixed-term contracts. In addition, most of
the newer forms of employment suffer from a lack of
representation. Research from the Netherlands
suggests that these developments may impact the
outcome of collective bargaining, with lower wage
increases in sectors with many independent workers
(and lower membership) compared to other sectors®?.
At the same time, enterprises in the expanding service
sector are less likely to be members of employer
organisations than those in industry. In recent years,
social partners' organisations have taken initiatives to
attract new members, or strengthen the voice of
certain underrepresented groups (youth and platform
workers) through targeted strategies and recruitment
efforts and creating specific structures within the
organisation®.

82 DNB (2018), 'DNBulletin: Flexibilisering arbeidsmarkt gaat gepaard met
daling arbeidsinkomensquote', published on 1°t February 2018,

85 See Chapters 5 in Employment and Social Developments in Europe, 2018
and 2017 editions.
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Figure 58: Trade union density rate
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Source: OECD and ICTWSS database (the source
containing more recent data per MS was used).

Note: calculated as a share of employees that are
trade union members. Data years: 2017 for SE, 2016
for AT, CZ, DK/FI, DE, HU, IE, IT, LT, NL, UK; 2015 for BE,
EE, FR, LV, LU, PT, SK, SI, ES; 2014 for PL; 2013 for CY,
EL; 2012 for HR, MT, BG and RO. The data on employer
density for a number of Member States have been
updated less frequently in the recent years; therefore,
it is not presented in a chart.

In the EU, the representativeness of social
partner organisations is typically assessed using
two different principles. On the one hand, some
countries rely principally on ‘legal conformity”,
meaning a certain number of legal requirements
regulate the representativeness of social partners and
specify the preconditions for participation in collective
bargaining and binding collective agreements (e.q.
elections and density or membership on the union side,
and employee coverage or employer membership
density of the employer side). On the other hand, other
Member States rely on the principle of "mutual
recognition” which involves self-regulation by the
social partners. Finally, a number of countries employ
a mix of these two principles. In practice, a lack of



transparency can make it difficult to univocally gauge
the representativeness of various organisations®.

The European Semester dedicates increasing
attention to social dialogue. In 2017, a first fully-
fledged multilateral surveillance exercise on the
involvement of social partners in reforms and policies
was held in the Employment Committee, institutionally
underpinned by the Employment Guidelines, with 14
Member States reviewed and country-specific
conclusions. National social partner representatives
were present and provided their view on the state of
play. Whereas the functioning of social dialogue is
specific to each country, the review revealed some
challenges common to several of the reviewed
Member States. These include capacity issues among
the social partners and the need for more predictable,
meaningful and timely consultation of social partners
covering different phases of reforms. The conclusions
of the multilateral surveillance exercise together with
further analysis included in the country reports finally
translated into a strong emphasis on the role of social
dialogue in the country-specific recommendations,
proposed by the Commission in May and adopted by
the Council in July 2018. For two Member States
(Hungary and Romania) recommendations explicitly
call for an improvement of social dialogue, while for
several other Member States the role of social
partners, including in some cases existing challenges,
is recalled in the recitals. In some cases, there is scope
for improving the capacity of social partners and
providing them with an adequate framework for
predictable and timely consultation on policy making
and notably reforms, including in all key stages of the
European Semester.

The consultation of civil society organisations
also plays an important role to ensure that
reforms are designed and implemented
effectively. As highlighted in the revised Employment
Guidelines adopted in July 2018, Member States
should take into account the experience of civil society
organisations on employment and social issues, where
relevant and building on existing national practices. For
their involvement to be fruitful in the identification of
policy challenges and remedies, it is important that the
dialogue is inspired to the principles of openness,
pluralism and transparency. Preliminary evidence®®
suggests that the degree of engagement of civil
society stakeholders varies significantly among
Member States, as regards both the European
Semester and more generally the consultation on
planned reforms. Consultation with stakeholders may
be challenging in countries where civil society is less
organised: in particular, insufficient capacity to actively
engage in the policy debate may be an issue in some
Member States.

84 Eurofound (2016), 'The concept of representativeness at national,
international and European level'.

8 As collected, for instance, during the seminar “The Social Pillar and European
Semester as tools for delivering social Europe - a reflection with civil
society", held on 2 October 2018 in Brussels.
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3.3.2. Policy response

Reforms in the area of employment protection
legislation are taking place in some Member
States, with the aim to achieve a better balance
between flexibility and security and avoid
segmentation. France, as part of a broader reform of
labour law, introduced in January 2018 a compulsory
seniority and age-based reference for compensation
of employees in case of unlawful dismissals on
economic grounds, aiming at increasing coherence of
the amounts related to similar cases and to facilitate
the resolution of litigation at the conciliation stage. To
compensate, severance pay in case of economically
justified dismissals will be increased by 25%. In
addition, companies can implement through a majority
agreement the 'Rupture Conventionnelle Collective"
(RCC) i.e. a mutually-agreed resignation procedure in
exchange of a compensation for the employee (which
cannot be inferior to individual severance pay), after
negotiation with trade unions. The use of this
mechanism has to be validated by public authorities,
notably to avoid abuses. The timespan for starting a
lawsuit to contest a dismissal (except in cases of
harassment and discrimination) was reduced from 2 to
1 vyear. Moreover, in December 2017 collective
bargaining rules were reviewed to restrain the scope
of assessment of financial difficulties justifying
collective dismissal; the assessment for assessing
economic difficulties for a company is now restricted
to the national territory, away from worldwide scope,
giving more leeway to companies to justify collective
dismissals. In Belgium, the notice periods were
shortened in 2018 during the beginning period of each
new employment contract (from 2 to 1 week during
the first 3 months, from 4 to 3 weeks the fourth
month). In Croatia, an Amendment to the Labour Act
has reintroduced in 2017 the possibility for the
employer, abolished in 2014, to bring a claim to court
in order to override the works council’s refusal to give
consent to the dismissal of protected employees (e.q.
employees who are members of the works council,
disabled employees, older employees, etc). In Italy,
workers' compensation in case of unfair dismissals
was recently increased.

A number of Member States are further planning
measures in this domain, which may be adopted
in the near future. In the Netherlands, a (draft)
package of comprehensive measures was submitted to
public consultation in April 2018, with the intention to
achieve a better balance in employment protection
law. The package includes the introduction of an
additional ground (so-called "accumulation ground")
for dismissal of employees with a permanent contract;
the possible extension of the probation period for
permanent contracts (from 2 to 5 months);, the
extension of the duration period of successive
temporary contracts to 3 years (instead of only 2
years as previously); and the possibility to differentiate
unemployment contributions with respect to the type
of contract. In Finland, the government submitted to
the Parliament a proposal to amend the Employment
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Contracts Act, to better take into account the situation
of small enterprises by lowering the threshold for
individual dismissals.

As concerns temporary contracts, some Member
States are acting to establish stricter conditions
for their use (in order to prevent abuses) or
allow more freedom to collective bargaining in
negotiating their framework. In the Czech Republic,
several measures aimed to prevent abuses of
temporary work agencies have become operational in
July 2017; these include stricter sanctions for the
responsible representative of a temporary work
agency that lost its licence due to breaches of
obligations. In Slovenia, amendments to the Labour
Inspections Act aim to prevent illegal use of atypical
forms of work, including work on the basis of civil law
contracts, and to sanction those employers who do not
pay wages in due time. In particular, when an inspector
establishes that work is unlawfully performed on the
basis of a civil law contract, the employer is mandated
to offer the worker an adequate employment contract
within three days. France enabled sector level
bargaining to prevail over national labour law for
setting framework of use of fixed-term and temporary
contracts (see Chapter 3.1). Agreements at company-
level can be less favourable than branch-level ones, by
removing the capacity to set “lockdown clauses” for
the latter. In Portugal, a comprehensive package of
measures to tackle labour market segmentation was
agreed with social partners in June 2018 (the package
is expected to be legislated by the end of 2018).
Changes include: reduction of the maximum duration
of fixed-term contracts from three to two vyears
(including renewals), with a total duration of renewals
not exceeding the duration of the initial period;
reduction of the maximum duration of undetermined
contracts ("contratos de trabalho a termo incerto")
from six to four years; limiting the scope of
justifications for use of temporary contracts for
younger workers and the long-term unemployed. At
the same time, the probationary period will be
increased to 180 days for first time contracts as well
as for newly hired long-term unemployed. The
tripartite agreement also calls for taxing excessive
labour turnover, whereby the definition of excessive
(by sector) is to be defined under regulatory decree,
with the involvement of social partners. Finally, Greece
plans to increase the protection of workers performing
contracted work. For the first time, an integrated
system of rules will be introduced establishing mutual
and joint liability of the contracting entity, the
contractor and the subcontractor for workers in the
performance of the contracted work. This broadens the
protection of workers' rights as concerns wages,
insurance contributions, redundancy payments and
compensation in the event of an accident at work. In
Italy, the maximum duration of temporary contracts
was reduced from 36 to 24 months. The maximum
number of extensions was reduced from 5 to 4 and,
after the 12th month, extensions are allowed only if
new justifying reasons are formally provided. The law
also increased additional social security contribution
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paid by employers for the renewal of temporary
contracts by 0.5 pp. Finally, the quota of employees
under temporary contracts has been increased from
20% to 30% of total employees, but it now also
includes agency workers.

Some innovations are being introduced as
concerns new forms of work, including platform
workers and own account workers. In France, the
voluntary adoption of a social charter by on-line
platforms towards independent workers was
introduced. This charter should consist of a set of
principles applying to independent workers registered
in on-line platforms, including a participation of the
platforms to work accidents insurance and the
compulsory financing by the platforms of training
applying to independent workers. In Belgium the use of
"flexi-jobs" (that already existed in the HORECA sector)
has been extended to other sectors, notably retail;
pensioners and any worker having a contract for at
least four fifths of a full time may apply for a flexijob.
Revenues from flexi-jobs are not subject to taxation
and social security contribution on the employee side,
while the employer pays reduced social contributions.
In Spain, the 2017 reform of the Law on Autonomous
Workers seeks to improve the job quality of self-
employed, including social protection and safety at
work. The new measures extend from 6 to 12 months
the 50 EUR social security contribution flat rate, and
introduce a higher degree of flexibility in deciding the
amounts. The reform also makes pension payments
compatible with free-lance work, promotes work-life
balance and better access to training. Furthermore, the
Spanish government has established a mandatory
coverage of unemployment, labour and non-labour
accidents and occupational diseases for the self-
employed by 2019. In Ireland, the Employment Bill
2017 addresses a number of areas of the current
employment legislation as concerns low-paid, more
vulnerable employees. The purpose of the Bill is to
ensure that employees are better informed about the
nature of their employment arrangements (and their
core terms) at an early stage - a new offence is being
created for non-provision by the employer of core
terms within a specified period. In addition, zero hours
contracts are prohibited in most circumstances; a
“banded hours” provision is introduced so that
employees on low-hour contracts who consistently
work extra hours than provided for in their contracts,
are entitled to be placed in a band of hours that better
reflects the reality; an enhanced minimum payment is
introduced for employees who are called in to work for
a period but actually did not provide work. In Portugal,
the planned introduction of ‘'Contrato Geracdo”
includes two strands: the introduction of financial
support to companies that hire simultaneously a young
unemployed person (or a young person looking for a
first job) and an older long-term unemployed person;
and support to youth employment combined with a
partial retirement of an older worker.



Some Member States have taken measures in
the area of organisation of working time, not
always with a view to greater adaptability. In
Belgium, a number of obligations regarding part-time
work were modernised and simplified in 2017, notably
reducing formalities in the determination of fixed or
variable work schedules, the notification and the
surveillance of deviations. In addition, the legal
framework for "career saving" became applicable as
from February 2018. Provided there is an agreement
at sectoral or enterprise level, it allows employees to
save some “leave time” for accumulation and use at a
later stage. Finally, the procedure to introduce night
work and Sunday work in the context of e-commerce
has been simplified. In France, the remit of accords de
competitivité ("competitiveness agreements") has been
extended (see Chapter 3.1). As part of the tripartite
agreement with social partners on the reform of
labour law, Portugal plans to eliminate the individual
"bank of hours" and the collective ones based on
individual agreements. The agreements already in
force will expire one year at most after the
implementation of the new rules. The new agreements
will be made under collective bargaining or group
agreements, to be reached after worker’s consultation.
The measure specifies daily hours' limits, rates of
approval by workers and use of the most favourable
treatment principle.

Several Member States have adopted measures
to prevent the use of undeclared work, improve
safety at work and/or strengthen labour
inspectorates. In Bulgaria, since the end of 2017, an
amendment to the Law on Public Procurement
regulates the removal of a participant in a public
procurement procedure, when in the previous three-
year period a penalty was imposed for the use of
undeclared work. This requirement also applies to
subcontractors, which are mainly small and micro
enterprises (often in the construction sector).
Information campaigns are also carried out to raise
the awareness of the risk groups about the
disadvantages related to envelope wages, notably in
terms of lower social security contributions. Greece
has completed in 2018 the automatic exchange of
information between the databases of various
ministries and labour market institutions, as well as
the police. In addition, the system of fines imposed on
employers who have not declared a dependent worker
was reviewed, with a substantial reduction if the
employer recruits the undeclared worker with a full-
time contract within 10 days from the inspection (the
measure aims at incentivising the transformation of
undeclared into formal work). In Spain, the 2018-
2020 Strategic Plan for Decent Work, agreed with the
autonomous communities and in consultation with
social partners, aims at strengthening the labour
inspectorates’ capacity and at structuring its actions in
a concrete and measurable manner. It also pays
attention to the challenges arising from the new forms
of work, working conditions and non-discrimination in
the job place. In Estonia, an amendment of the
Occupational Health and Work Safety Act, adopted in
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May 2018 improves protection against health hazards
in the workplace and ensures that safety instructions
and the provision of first aid training are adapted to
the specificities of the company. As mentioned above,
Slovenia is taking action to prevent illegal use of
atypical forms of work. In addition, the Labour
Inspectorate is given extra powers to investigate cases
of non-payment of wages (one of the most frequent
violations since 2009). In Cyprus a review of the
system of labour inspections will be promoted in order
to improve their effectiveness and efficiency to
combat undeclared work. This would include increased
fines and the introduction of an electronic declaration
of commencement of employment. In addition, a new
bill providing for the creation of a Centralized Labour
Inspectorate has been forwarded for approval during
the next months. In Portugal, a recruitment process of
labour inspectors and the opening of new competitions
are ongoing. Moreover, with a view to discourage
undeclared or sub-declared work, Portugal plans to
extend the maximum duration of very short-term
contracts from 15 to 35 days (with a maximum annual
duration of 70 days with the same employer).
Transparency in the use of temporary agency work will
be reinforced, making information of worker
mandatory about the reason behind the termination of
a contract between the user firm and the temporary
work agency.

Relatively few policy measures have been taken
by Member States to reinforce their ALMP
systems despite of persistent challenges. Greece
is implementing a new system of ALMP delivery
aiming at increasing the effectiveness of activating
policies through improved profiling and matching
activities. A better targeting of ALMPs remains crucial
for achieving better outcomes of these reforms and so
far a pilot project concerning over 3,000 unemployed
(over 45 years old with a minimum of 6 months of
unemployment) has been launched at one local
employment office. Cyprus has launched the pilot
phase of a newly developed monitoring and evaluation
system for active labour market policies enabling to
improve the effectiveness of labour market measures.
This will allow policy makers to better design and
revise on-going labour market programmes. In Spain, a
broad strategic framework for the coordination of the
National Employment System has been developed.
This measure sets out the organisational framework
for all actions implemented within the Spanish
National Employment System during 2017-2020 and
serves as a basis for designing and managing of
active labour market policies, training actions and
many other strategies of regional public employment
services and sets the framework for defining
principles, targets, instruments and financial resources.

Member States are still prioritising the provision
of more individual services. Estonia is further
extending the provision of ALMPs to employed persons
to prevent unemployment by relaxing the eligibility
criteria. The target group includes people working
under service contracts or authorisation agreement
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and those earning national average wage. Stable
levels of PES expenditure on ALMPs as well as human
resources are supposed to address persisting
challenges. Hungary has taken further steps to
address the challenges of the Public Work Scheme by
implementing programmes which enhance the
transition from these programmes to the primary
labour market. A job-creation programme qualifies the
employment of a person in public works as a category
of primary support while two other programmes
provide either recruitment incentives or bonuses or
establish a mentoring for people coming from the
Public Work schemes in order to facilitate their
integration into the primary labour market. In Spain,
the newly adopted Youth Employment Plan 2019-
2021 includes an increase in the number of
counsellors (+3 000) integrated in PES that will provide
further guidance and support to young jobseekers.

Measures to improve the training components of
ALMPS are also still being promoted. In Croatia a
new package of nine active labour market measures
has been adopted. In the new package more focus is
placed on training and workplace training, especially
for youth, older workers and long-term unemployed.
Self-employment subsidies will be more stimulated as
well. In addition, subsidies will be given to employers
support the employment of workers in the age
category 50+. France continues to invest in vocational
training and apprenticeship, through the Plan
d’Investissement dans les compétences ("Investment in
Competences Plan’, see chapter 3.2). The objective is
to provide qualifying training to 1 million unemployed
with low levels of qualification and to 800 000 young
NEETs partly through preparation to apprenticeships.

Public Employment Services (PES) are following
their reform agenda, aiming to increase the
institutional capacity in times of decreasing
unemployment. To this end, PES are increasingly
benefitting from their involvement in the
"Benchlearning project" conducted in the framework of
the European Network of Public Employment Services.
Since 2015 Benchlearning supports PES in developing
awareness of strengths as well as areas for further
improvement aiming at better service delivery to PES
customers. As the number of registered jobseekers
steadily fell over the past years Public Employment
Services are requested to strategically reallocate their
resources according to the customers' needs. Certain
target groups such as the long-term-unemployed and
an increasing number of older workers continue to
require intensive support as most PES are facing an
aging client base. Lithuania is modifying the work of
PES, optimising the resources with the aim to improve
the work with the clients and reduce the caseload from
more than 400 cases to fewer than 300 per case
handler. In Cyprus they pursue the Enhancement and
Modernization of PES 2014-2020 by implementing
reform measures for the strengthening of its Public
Employment Services. Recently additional 30
counsellors/advisors have been recruited in order to be
able to address their current mandate more effectively
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and efficiently, in implementing the Youth Guarantee
and the Council Recommendation on the integration of
the long-term unemployed in the labour market.
Additional measures which include training of
employment counsellors, training of PES officers,
enhancement of the PES Candidate Placement System
(CPS) and the creation of an IT platform, improvement
of services to both job-seekers and employers. Spain
has taken steps to improve the public employment and
working conditions 2018. The Ministry and the social
partners signed a document committing them to
promote measures for civil servants to recover their
purchasing power and improve their working
conditions. This measure precedes an agreement in
April 2017 to reduce the overall share of temporary
contracts in the Public Sector down to 8 % in 2020
through recruitment competitions for permanent posts
(some 250,000). In Greece the process of PES re-
engineering has continued throughout 2017-2018 to
improve the functioning of Public Employment
Services. A new profiling methodology was piloted in
autumn 2017 and started being rolled-out in 2018. A
new skill assessment tool is under development. The
recruitment of additional employment counsellors that
started in the first semester of 2018 should lead to an
almost doubling of the counsellors' workforce by the
end of 2018. Finally, Austria has taken steps to
evaluate and design a more effective management of
the Public Employment Services, notably by reviewing
and revising all PES instruments for efficient and
effective reintegration into the labour market. Job-
specific training and qualifications in cooperation with
employers are being prioritised together with increased
employment incentives.

PES are requested to intensify their cooperation
with employers and local authorities in order to
better meet the requirements of tighter labour

markets. On that account PES are developing
comprehensive employer engagement strategies,
defining different approaches as to employer

segmentation and organisation of employer services.
Most Public Employment Services have set up central
coordination levels of employer services though they
also do provide services for employers at regional and
local level. Additionally, PES ought to define common
minimum standards of service delivery to employers
including measuring satisfaction. In Italy and Spain,
the central PES agencies, respectively ANPAL and
SEPE, are facilitating mutual learning activities
between the regions in order to exchange on good
practise allowing improving the services to employers.
In Lithuania, the PES plans to create a model on
municipality-PES cooperation on common provision of
measures to activate the recipients of social
assistance. This model will have to be complemented
by an implementation plan. In Portugal a new
methodology of relationship with employers was
developed and it was introduced a manager figure as
a single point of contact for large employers
(“Gestor+").



Member States have continued to implement the
Council recommendation on long-term
unemployment®. A 2018 self-assessment of
Member States showed globally, compared to 2016, a
15% increase in scores, with most important progress
reached in Member States with less advanced
systems. More specifically, on the registration of the
unemployed, countries have adopted different
approaches and incentives to encourage
registration. The most effective are those where
registration is linked to entitlement to some forms of
benefits or services. However, there is still room for
improvements in the outreach towards the inactive in
several Member States (e.g. Bulgaria, Estonia and
Romania). There are also multiple approaches to the
provision of a single point of contact for services:
some countries have tried to integrate all services into
one point (e.g. Finland, Germany and Ireland), others
have a “bridge point” linking different institutions or
authorities (e.g. the Netherlands). Effective co-
ordination between social and employment authorities
and services is still a challenge in many Member
States (e.g. Croatia, Greece, Hungary, Latvia, Romania
and Spain); often complicated by challenges linked to
data protection and resources. While there are
measures planned to enhance this, implementation on
the ground is vyet to take-off. Job Integration
Agreements in some form or another are established
in almost all Member States but some elements are
missing, in particular the in-depth (re)assessments
when required. Some Member States (e.g. the Czech
Republic, Greece and Slovakia) are yet to move
towards a more targeted/individualised case-
management approach dedicated to the long-term
unemployed. There are a lot of different activities
carried out under the heading of engagement with
employers. Agreements with social partners are
generally in place, though these do not always
translate to the local level. Some Member States (e.g.
Greece, Portugal, Slovenia and Sweden) are dedicating
PES staff to working with employers: this seems a
good approach; nevertheless, improvements, notably in
the form of more strategic partnerships and
approaches, are still required in some Member States
(e.g. Croatia, France and Italy).

Member States are providing more individualised
support to long-term unemployed and better
integrated services. In Bulgaria, Job Integration
Agreements are now signed between the long-term
unemployed person and the labour office, including
proposals for specific employment services and
referral to services provided by other institutions. Since
January 2018, Family and Labour Counselling and
Mobile joint teams of Employment Agency and Social
Assistance Agency staff provide comprehensive and
integrated services to unemployed persons in remote
areas. In Romania, a pilot is underway aiming to create

8 This paragraph is based on the conclusions of the EMCO Thematic Review on
the implementation of the Council Recommendation on the integration of
the long-term unemployed in the labour market of 3rd October 2018. An
in-depth evaluation is underway and will be published in early 2019,
together with a report to the Council.
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integrated teams to address several challenges at the
same time: social, educational and medical, also in
partnership with the PES. The project will pilot this
approach in 139 of the most disadvantaged
communities selected based on the poverty maps and
the criteria agreed upon by the Government. A scale-
up is envisaged later on. Slovenia adopted a 2017-
2020 social activation programmes aiming at
encouraging social and labour market inclusion of the
12 500 most-hard-to-employ and vulnerable people.
The aim is to provide these persons with competences
that will bring them closer to the labour market
inclusion. In Ireland, the voluntary scheme YESS
("Youth Employment Support Scheme') is aimed at
young jobseekers who are long-term unemployed or
who face significant barriers to gaining employment.
YESS aims to provide an opportunity to learn basic
work and social skills in a supportive environment
while on a work placement. The standard duration for
the work experience placements will be three months
although there will be an option to extend that to six
or nine months following a review of progress by a
departmental caseworker.

Subsidies and incentives have become a common
policy measure for integrating long-term
unemployed into the labour market. Cyprus has
launched a programme about providing incentives for
hiring unemployed individuals in the private sector. The
subsidy is granted only for the first 10 (+2) months of
employment. Through the scheme 946 enterprises
benefited and about 1,176 participants gained
employment. In Luxembourg, new measures aim at
creating subsidised permanent jobs for long-term
unemployed that match the new needs of employers
and targets 30+ long-term unemployed and the
scheme has a specific provision for people older than
50 enabling a total refund of wage labour costs until
retirement. On the other hand, in the light of the
improving labour market situation, France has reduced
the volume of its subsidised job schemes (see also
Section 3.1.2). In Austria, measures will be taken
aiming at reducing long-term unemployment by
tightening sanctions, strengthening constraints on
unemployed to accept job offers even by longer
commuting distances up to 2.5 hours per day and
reforming unemployment benefit and unemployment
assistance. Generally, the aim is to create stronger
incentives by unemployed to take up a job offer and
reduce unemployment and increase effectiveness of
labour market policy. Sweden introduced "Introduction
jobs", targeting long-term unemployed or newly arrived
immigrants that can be flexibly combined with
education and training. The wage subsidy for
introduction jobs is capped at a gross salary of SEK
20,000 per month (about EUR 1950), with a limit of
80%. Subsidies in Slovenia are aimed at the
permanent employment of persons older than 58
years until they fulfil the conditions for retirement.
Priority inclusion is foreseen for unemployment
benefit- and cash social assistance beneficiaries. The
subsidy amounts to EUR 11 000 and is payed to the
employer in two parts (half at the employment and
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half after 18" salary). Greece launched a programme
that provides for up to 36 months full employment in
the health public sector and is explicitly targeted to the
integration of the long-term unemployed into the
labour market.

Cooperation with the private sector continues to
enhance transitions to the primary labour
market. In Sweden, the former Government and some
of the social partners agreed the introduction of “entry
agreements” to enable long-term unemployed and
newly arrived immigrants to gain employment from an
employer covered by a collective agreement on entry
agreements. In Malta, the Community Work Scheme
that places long-term unemployed people in work is
being revised to ensure those at risk of becoming
detached from the labour market are formally
employed and active.

Recent reforms in the domain of unemployment
benefits have mostly focused on strengthening
activation requirements. In Finland, since January
2018, unemployed jobseekers are only eligible for the
full amount of unemployment benefits if they also get
some paid work income or take part in services
improving their employment prospects (with some
thresholds). If a jobseeker fails to show the required
activity during the 65-day monitoring period, the
unemployment benefit paid for the following 65 days
is reduced by 4.65%. Furthermore, the government is
preparing legislation that would require unemployed
jobseekers to apply for one job per week or face a cut
in their unemployment benefits. The proposal is
currently under consultation with social partners, but
both employees' and employers' sides have expressed
reservations on it, as it may lead the employee to
prepare applications without the intention of being
hired. In Slovenia, since January 2018 dismissed
workers are obliged to report to the employment
service already within the notice period in case the
employment contract has been terminated for
business reasons or reasons of incompetence. Failure
to do this will result in the first three months of
unemployment in lower unemployment benefits (60%
rather than 80%) of the reference salary. In addition,
low-skilled persons whose professions are not in high
demand are allowed to keep receiving 20% of their
unemployment benefit for a maximum of 12 months
when they find a job. France, as part of the Law
Liberté de Choisir son Avenir Professionnel ("Freedom
to Choose one's Professional Future"), will apply a
stricter control on job search, counterbalanced by
increased tailor-made accompanying measures.
Professional branches are invited to negotiate
agreements so as to foster more sustainable forms of
work, but if collective bargaining fails, the government
can intervene. People receiving unemployment benefit
will also be allowed to run a part-time activity, under
more restrictive conditions. Moreover, the
unemployment benefit, previously exclusively financed
by social security contributions, is supplemented by an
increase on the broader tax "CSG-Contribution sociale
généralisée". Starting from 1 January 2019,
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unemployment insurance negotiations will be framed
by the government, which will determine the overall
financial envelope to respect and the targets to meet.
Access to benefit would also be granted to
independent workers and to employees who resign,
under certain conditions. Spain has introduced a
"Universal Social Card" with the aim to gather
information on social benefits received by all
individuals as well as any potential situations giving
the right to social benefits (e.g. dependency, disability,
unemployment or large families). It is expected to
improve the coordination between administrations,
increase the effectiveness of social benefits and,
ultimately, help to detect vulnerable situations. The
design and development of the Universal Social Card
system finished at the end of 2017, and it was
launched in October 2018.

As parts of the ongoing reforms, eligibility
conditions to unemployment benefits have been
modified in some cases, often making them
stricter. Bulgaria has increased in 2018 the minimum
unemployment benefit from BGN 7.2 (approximately
EUR 3.7) to BGN 9 (EUR 4.6) per day, with a maximum
of BGN 74.3 (EUR 38). At the same time, the eligibility
requirements have been tightened - the insured
person must have worked for at least 12 months
during the 18 months, and not 9 months of the last
15, as it was before. This tightening is likely to affect
younger workers and persons who are more likely to
have interrupted careers - notably seasonal workers
and workers on precarious jobs. Going in a different
direction, Portugal has reduced the guarantee period
for access to the initial unemployment benefit upon
expiration of a fixed-term contract, from 180 to 120
days. In Austria, a package of measures is planned to
reduce long-term unemployment by tightening the
rules concerning mobility of unemployment benefit
recipients (accepting job offers even by longer
commuting distances up to 2.5 hours per day),
abolishing the prolongation of the UB entitlement due
to sickness (except in-patient stay) and restricting the
duration of marginal employment during receipt of UB.
Generally, the aim is to create stronger incentives for
unemployed to take up a job offer and reduce
unemployment and increase effectiveness of labour
market policy. In Spain, the extraordinary
unemployment subsidy of EUR 460 per month
replaces the previous non-contributory unemployment
benefits (PREPARA and PAE) schemes that had lapsed.
Spain has also extended the PAE programme
temporarily for unemployed people not eligible for the
new unemployment subsidy.



Some Member States took action to promote
workers' and learners' mobility (internal and
external), with the aim to enhance employability
and improve skills development, and/or attract
foreign workers in sectors showing labour
shortages. In 2018, Finland has introduced measures
to support regional mobility and commuting of
unemployed jobseekers, including the provision of
mobility allowances (now also available for part-time
work with working hours less than 18 hours a week,
work-related training) and targeted information on
economic support for mobility. A higher mobility
allowance can be provided in case of exceptionally
long commuting distances. Social partners were
consulted on the reform. In Latvia, mobility support
measures for unemployed people were expanded in
2018 to include also the capital (Riga, previously
excluded). The measure covers regional mobility for
people who take up a job offer in other regions, but
also those who are enrolled in some ALMP measures,
including Youth Guarantee, subsidized employment
and vocational training measures. Support measures
aimed at attracting medical practitioners (doctors and
nurses) for work in regions outside Riga started in
December 2017. Moreover, a list of 237 high-skilled
professions, where at the moment there is a
significant shortage of labour force and which could
attract third-country nationals, was approved in Latvia.
Some preferential conditions are applied to employees
wishing to receive an EU Blue Card in those cases. In
Poland, the creation of the National Agency for
Academic Exchange in 2017 is expected to facilitate
the internationalisation of Polish universities through
the pro-quality support of academic mobility. In
Bulgaria, a simplified Blue Card authorization
procedure for third-country nationals has been
approved to overcome the identified shortage of
qualified specialists. For the issuance of the the EU
Blue Card the labour market test is not applicable;
moreover the issuance of the EU Blue Card is now for
a period of up to 4 years, when in the past it was
issued for a term of one vyear. In Estonia, an
amendment of the "Aliens’ Act" exempts top-level
specialists from immigration quota and extend the
maximum term of short-term employment to 12
months, while leaving the immigration quota
unchanged.

The involvement of national social partners in
the design and implementation of employment
and social reforms and policies varies across
Member States. The quality and form of this
involvement reflects the diversity of national
institutional frameworks and social dialogue practices,
with a marked lack of timely and or meaningful
dialogue in a number of Member States. At the same
time, during the last 18 months social partners have
been involved in the design of relevant policy reforms
in several Member States®. New legislation and

87 A detailed analysis of involvement of social partners in recent reforms can
be found in Eurofound (2019), “Social dialogue practices within the
context of the EU Semester”, forthcoming.
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measures concerning the functioning of labour market
have been discussed or agreed for instance in
Bulgaria, Croatia, Denmark, Finland, the Netherlands,
Portugal and Sweden (integration of migrants). As also
shown in Section 3.1, social partners have negotiated
reforms of wage setting framework in a number of
countries. In Estonia, the government decided to
restore regular tripartite meetings with social partners,
which were interrupted since 2002. Negotiations
related to the setting or increase of minimum wages
have taken place for instance in Bulgaria, Estonia,
Poland, Portugal and Spain. Social partners took part in
the discussion of reforms of social protection and/or
unemployment benefit in Croatia, France, Finland,
Germany, Portugal, Spain and Slovenia, among others.
Education and VET policies, as well as training,
apprenticeship and life-long learning reforms and new
policies have been discussed with the participation of
social partners in the Czech Republic, Denmark, France,
Latvia, the Netherlands and Poland. In Hungary, a new
social dialogue forum - the Public Services Providers
Consultation Forum - was established in February
2018 for the social dialogue in public-services
companies in  majority public ownership, with
consultation, proposal making and advisory rights.
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3.4. GUIDELINE 8: FOSTERING SOCIAL
INCLUSION, COMBATTING POVERTY AND
PROMOTING EQUAL OPPORTUNITIES

This section looks at the implementation of the
employment guideline no. 8, which recommends to
Member States to modernise their social protection
systems, in order to promote equal opportunities,
combat income poverty and social exclusion. It first
presents an overview of the social situation in Member
States by key indicators, including disposable income,
inequality, income poverty and social exclusion,
pension adequacy, access to housing, access to
healthcare and long-term care. Section 3.4.2 reports
on policy measures from Member States in the areas
of social protection systems, including minimum
income schemes, family benefits, housing policies,
pensions, long-term care, healthcare and inclusion of
people with disabilities.

3.4.1. Key indicators

Aggregate household incomes kept rising in
almost all EU countries in 2017. Real disposable
household income (GDHI) per capita® rose for all
Member States with the exception of Spain, Austria
and United Kingdom, where it registered small
decreases. In general, improvements have been the
fastest in countries which have more recently joined
the EU, such as Romania, Bulgaria, Hungary and
Estonia, and slower for Member States with longer-
term membership such as Greece, Italy, Netherlands,
Finland and Sweden. This reflects ongoing convergence
in levels, with Bulgaria and Romania currently being
the best performers in this regard. In a number of
countries, real GDHI per capita remains significantly
below the pre-crisis levels. This is notably the case for
Greece, Cyprus and ltaly, where the levels in 2017
were, respectively, at around 69.3%, 84.6% and 91.3%
of the levels recorded in 2008 (all three countries are

Figure 59: Real GDHI per capita, index 2008 = 100 and yearly change (Social Scoreboard headline

indicator)
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8 GDHI is measured using ‘unadjusted income' (i.e. without including social
transfers in kind), in real terms. Data not available for HR, MT and PL on
29th January 2019.
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Figure 60: Percentage of the population at risk of poverty or social exclusion, 2017 and change
from previous year (Social Scoreboard headline indicator)
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flagged as ‘critical situations”). In Spain, Austria,
Belgium, ("to watch" countries), Ireland and Portugal
("on average") real GDHI per capita was in the range
between 90% and 100% of the 2008 value. In all
these countries but Cyprus and Ireland the growth rate
in 2017 lagged behind the (unweighted) EU average or
was even negative in the case of Spain and Austria.

A majority of countries experienced a further
significant improvement in the share of people
at risk of poverty or social exclusion (AROPE) in
20178, The effects of the economic recovery have
become visible with falling risks of poverty or social
exclusion now apparent in all but a handful of Member
States (also see Section 1.2). Improvements are
particularly apparent in Romania, Cyprus, and Poland,
for which AROPE fell by more than 2%. By contrast, for
Luxembourg and the Netherlands, AROPE rates
registered a statistically significant increase on the
year, albeit from a low level. The situation remains
"critical" in Bulgaria, Greece and Lithuania, in view of
still very high levels but only moderate decrease over

89 See Chapter 1.2 for definitions of at-risk-of-poverty or social exclusion and
its components. Note: the income statistics of EU SILC refer to the
previous income year. Therefore, 2017 EU SILC figures for AROP,
S80/S20, etc. refer to the 2016 income year.
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the last year. The negative correlation between trends
and levels (see Figure 60) suggests ongoing
convergence across Member States. Among the
different age groups, young people aged 18-24 are
most at risk of poverty or social exclusion with a rate
of 29.2%. This indicator registered improvements in a
majority of Member States, reflecting falling youth
unemployment.

While declining, the AROPE rate for children
(aged 0-17) remains well above the figure for
the general population in most Member States. In
2017, it decreased in all Member States for which it is
above the EU average (24.9%). Yet it remains
particularly high in Romania (41.7%), Bulgaria (41.6%)
and Greece (36.2%). By contrast, in some Member
States with below-average levels of child poverty, the
trend has been much flatter, inter alia reflecting the
position of migrant children. This is the case in Austria,
Belgium, France and Sweden. In the 25-54 age bracket
the rate declined by 1.4 pps to 21.5%. People aged 55
and over remain the group least likely to be affected
by poverty or exclusion with a rate of 20.6%.
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Figure 61: Sub-indicators of the at-risk-of-poverty or social exclusion rate
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People with a migrant background experience a
significantly higher risk of poverty or social
exclusion. In 2017, the AROPE rate was almost twice
as high among non-EU born than among natives
(38.39% compared to 20.7%). This gap was particularly
large in Belgium (37.1 pps), Greece (31.7%), Sweden
(29.6 pps) but was smallest in Poland (4.6 pps),
Portugal (6.8 pps) and the Czech Republic (7.8 pps).

Overall the share of the EU population at risk of
poverty fell modestly in 2017 after three years
of stability. The biggest decreases were recorded in
(Poland -2.3 pps), Romania (1.7 pps) and Hungary (-1.1
pps). On the contrary, the indicator increased with a
statistically significant change in Luxembourg (+2.2
pps), United Kingdom (+1.1 pps) and the Netherlands
(+0.5). In all but seven Member States, the share of
people at risk of poverty remains higher in 2017 than
in the pre-crisis period (2008) (Figure 61). Eurostat
flash estimates point to further declines in AROP in
Greece, Romania, and Portugal, and to an increase in
the United Kingdom.

The rate of severe material deprivation reached
its lowest level so far. Almost all Member States
experienced a (statistically significant) decline in 2017.
Romania was the country with the largest annual
reduction by 4.1 pp. A large variation remains among
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Member States, with Finland and the Netherlands
having severe material deprivation (SMD) rates of less
than 3%, while at the other end of the spectrum
Bulgaria with a rate of 30%, followed by Greece
(21.1%) and Romania (19.7%). A slightly higher share
of women (6.8%) experiences severe material
deprivation compared to men (6.4%). A decrease took
place across all age groups, with young people 18-24
still being most likely to experience SMD (7.5%),
followed by children aged 0-17 (7.19%), the prime age
population (25-54) (6.6%) and the elderly; i.e., over 65
(5.3%).

The share of people living in quasi-jobless
households further decreased. In 21 Member
States, the proportion of the population aged 0-59
living in households where adults work less than 20%
of the potential has decreased in 2017 with a
statistically significant change. However, despite the
improvements, only 9 Member States have shares
below pre-crisis levels. The biggest year-on-year
reductions were registered in Spain (-2.1 pps), Ireland
(-2.0 pps), Greece (-1.6 pps) and Romania (-1.3 pps). At
the same time, the poverty risk facing those who live
in quasi-jobless households continues to increase in a
majority of Member States, reaching 79.9% in
Slovakia, 78.2% in Lithuania and 77.8% in Latvia.
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Figure 62: Income quintile share ratio and yearly change (Social Scoreboard headline indicator)
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Reducing the risk of in-work poverty remains a
challenge. As also shown in Section 3.1, in spite of an
overall reduction in at-risk-of-poverty rate, the share
of people at risk of in-work poverty remained stable in
2017. More than one in ten people in employment
were at risk of poverty in seven Member States.
Though declining, the rate of in-work poverty risk was
highest in Romania, (17.4% in 2017, down from 19.7%
in 2014) where precarious self-employment remains a
key driver. High rates were also recorded in
Luxembourg (13.7%) and Spain (13%), where a key
driver was the poverty risk facing employees with
temporary contracts. On the other hand, three
countries had in-work poverty risk rates below or close
to 5% (Finland, Czech Republic, and Ireland).
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The depth of income poverty has declined for the
first time since 2008, yet remains high compared
to pre-crisis levels. The relative median at-risk-of-
poverty gap, which measures the average distance
from the income poverty threshold for those at risk of
poverty®®, has been on an increasing trend in most
Member States in the post-crisis period. Yet in the year
to 2017, the figure fell for 11 Member States, and
remained broadly stable for 5, decreasing on average
from 25% to 24.1%. The change was driven by
improvements in the depth of income poverty for the
working age population and especially for children. The
rate remains high (above 30%) in particular in
Romania, Spain, Bulgaria and Greece. By contrast, the
depth of income poverty facing those aged 65 and
over remained stable. Improvements were strongest
for Italy, Hungary and Romania.

% The relative median at-risk-of-poverty gap is calculated as the difference
between the median equivalised total net income of persons below the
at-risk-of-poverty threshold and the at-risk-of-poverty threshold,
expressed as a percentage of the at-risk-of-poverty threshold (60% of
the national median equivalised income).
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Figure 63: Impact of social transfers (other than pensions) on poverty reduction and yearly change

(Social Scoreboard headline indicator)
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People with disabilities are significantly more
likely to live at risk of poverty or social
exclusion than those without disabilities. In 2016,
30.1% of persons with disabilities in the EU were at
risk of poverty or social exclusion, compared to 20.9%
of people without disabilities,®* corresponding to a gap
of 9.2 percentage points. The severity of disability is a
very important explanatory factor, with 36.1% of those
with a severe disability aged 16 or over in the EU in
2015 at risk of poverty or social exclusion, compared
to 27.4% of those with a moderate disability and
20.8% without disabilities.

Income inequality declined slightly in 2017, for
the first time since the crisis. The share of income
of the richest 20% compared to that of the poorest
20% fell in a majority of Member States (Figure 62),
although most of them still had income quintile share
ratios in 2017 above the levels of 2008. In 2017, the
highest levels of income inequality, with S80/S520
ratios above 6, were recorded in Latvia, Spain,
Lithuania and Bulgaria (all "critical situations’, with a
large increase in the latter country). Though presenting
still high levels, significant decreases occurred in
Romania, Greece and ltaly ("weak but improving"). The

L EU-SILC (2017), people at risk of poverty or social exclusion by level of
activity limitation, sex and age [hith_dpe010].
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improvements reflect faster increases in the first
quintile income households.

Social protection expenditure continued to
increase in all Member States, while large
differences persist between them®. In real terms,
expenditure on social protection rose in all Member
States from 2014 to 2015%. However, as a
percentage of GDP, social protection spending
increased in only 7 countries while it fell in 16. This
was mainly driven by a lower proportion of spending
on unemployment benefits, in line with improving
labour market conditions. By contrast, spending as a
percentage of GDP on sickness and health increased in
10 countries, and decreased in 12. Social protection

%2 Based on ESSPROS data. No 2015 data available for PL.

% See also European Commission (2018), Employment and Social
Developments in Europe. Annual Review 2018. Luxembourg: Publications
Office of the European Union, p.38.
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Figure 64: Net income of minimum income recipients as % of at-risk-of-poverty threshold
(smoothed over three years) and of the income of a low wage earner (2016)

120%
= 100%
7]
E
m
LT}
1] -
g so% 5L
3 » Lk L
E s °
..; - & mMT

- P
M . & Fl
E 4 %51 &S
B ol sEE B o
8 ¢ ﬂtm:.-
! 40% ) + ES
g s
& e HU*_. PT
e 0% - BG

- RO
* EL
0% +F . : : . : .
0% 20% 40% 50% 80% 100% 120%

Reference to poverty line (3 year moving average)

Source: Eurostat, OECD.

Note: Information is not available for CY. Information about IT and EL does not include the newly introduced
minimum income schemes in 2017. Latest available information about income poverty thresholds in IE, HR, and

UK is for 2015 income year.

spending as a percentage of GDP was overall highest
in France (31.9%), Denmark (31.1%) and Finland
(31.19%). On the other hand, it amounted to less than
15% of GDP in Lithuania (14.89%), Latvia (14.7%), and
Romania (14.3%).

The impact of social transfers on reducing
income poverty has slightly increased. Social
transfers excluding pensions reduced the risk of
poverty by 33.9% in 2017, as against 33.2% in 2016.
However, considerable variation persists among
Member States (Figure 63). Many countries with the
highest poverty risk also have the weakest impact of
social transfers (Greece, Romania, Italy, Bulgaria and
Latvia).

Self-employed and non-standard workers endure
greater economic uncertainty with limited access
to social protection®. In 2017, the self-employed
did not have access to unemployment protection in
eleven countries, mandatory sickness protection in
three countries, and protection against accidents at
work and occupational injury in ten countries.® Non-
standard workers usually have the same formal
coverage by most social benefit schemes as those on
standard contracts, though often this does not hold for
certain categories of workers (e.g. casual and seasonal
workers, on-call workers, and those on temporary

% This topic is partly addressed also in Section 3.3.

% Evidence in this paragraph and the following is based on European
Commission, SWD(2018) 70 final - "Impact Assessment Accompanying
the Proposal for a Council recommendation on access to social
protection for workers and the self-employed".
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agency contracts, civil law contracts or zero-hour
contracts are often excluded from membership in the
relevant schemes). Overall, more or less burdensome
obstacles faced by non-standard workers and the self-
employed in relation to effective coverage, meaning
the ability to build up and take up adequate
entitlements in case of need, have been identified for
almost all Member States (minimum qualifying
periods, waiting times, lack of transferability of social
protection rights).

Preserving and transferring accumulated
entitlements to another scheme following
professional transitions remains difficult. As the
world of work changes, this flexibility is becoming
more important and a lack of transferability may
impede labour market dynamism and matching. For
workers moving between sectors or employment
forms, a lack of regulation makes transfers difficult in
at least four Member States, while extremely high cost
and different rules governing different schemes create
have also been identified as a barrier to these
transitions in several Member States. Finally, the lack
of transparent information about social security rights
stops people from taking informed decisions in many
countries. While generic information about social
protection schemes is available in all but five Member
States, personalised information is only available in
about half of them (e.g. simulation on pensions is
available in Belgium, Germany, France, Spain, United
Kingdom and Poland).
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Minimum income schemes should combine an
adequate level of support with access to
enabling goods and services and incentives to
(re)integrate into the labour market for those
who can work, as underlined in the European Pillar of
Social Rights. The comparative analysis of specific
design features of minimum income schemes and
their interplay with the provision of other benefits and
activation support measures can provide useful insight
regarding their performance. The analysis in the
following paragraphs draws from the benchmarking
exercise of minimum income benefits conducted in
2017-18 in the Social Protection Committee.®® This
benchmarking framework focuses on minimum income
benefits for the working age population with working
ability not in employment and not entitled, nor eligible
or having exhausted entitlements to social insurance
benefits.

The adequacy of minimum income benefits
varies significantly between Member States. The
adequacy of minimum income benefits can be
measured by comparing the income of beneficiaries
with the national poverty threshold (as an indication of
the income poverty alleviation effect of schemes) and
with the income of beneficiaries to the income of a
low-wage earner®” (to provide an indication of the
activation dimension and potential disincentive effects
of the schemes). Both indicators provide similar results
as concerns the adequacy of minimum income in
Member States in 2016% (Figure 64). Looking at the
case of single-person households, in 2016 adequacy
was the highest in the Netherlands, Ireland, Denmark
and Luxembourg. In these Member States the level of
benefits exceeded 80% of the national income poverty
threshold level (set at 60% of the national median
equivalised disposable income after social transfers).
In the case of the Netherlands in particular, the level
of the benefit represented 106% of the poverty
threshold, actually lifting recipients out of income
poverty. At the lower end, the adequacy of minimum
income in Bulgaria, Romania, Hungary, Slovakia, and
Lithuania is below 40% of the poverty threshold or
one third of the income of a low-wage earner in 2016.

The adequacy of minimum income benefits
impacts, in particular, the depth of income
poverty among recipients. The relative median at-
risk-of-poverty gap® for the working age population
(16-64) decreases marginally for the first time in
2017, in line with the overall indicator, but remains
well above pre-crisis levels. The gap is significantly
larger in the case of persons aged 18 to 59 living in
quasi-jobless households (Figure 65). EU SILC 2016

% Approved by the SPC in June 2018.

% A 'low-wage earner' is defined in the benchmarking framework as somebody
earning 50% of the average national gross wage.

% The indicators are based on the latest available information in the OECD
Tax-benefit model. Information is not available for CY. Information about
IT and EL does not include the newly introduced minimum income
schemes and they have not been included in this analysis.

9 See Footnote 90 for a definition of the relative median at-risk-of-poverty
gap.

88

data shows that the depth of income poverty was
highest among people from (quasi-)jobless households
in Lithuania, Bulgaria, Latvia, Italy, and Romania (over
50%). By contrast, the smallest gap was observed in
Finland, the Netherlands, and Ireland (under 20%). The
relative median income poverty gap for persons living
in quasi-jobless households tends to point to
weaknesses in of the adequacy and coverage of
benefit systems (as also noted in the 2018 SPC annual
report).

Figure 65: Relative median at-risk-of-poverty

gap for persons 18-59 from quasi-jobless
households (2016)
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Source: Eurostat, SILC.

All Member States make use of means testing
together with other eligibility requirements for
minimum income schemes. Stricter eligibility
requirements imply lower coverage!® and vice versa.
Means-testing is the most commonly used way to
target those living in poverty!®l. Means-testing
conditions generally assess the resources (be it
income, assets, real estate or movable property) of all
household members and not just of direct claimants.
In most Member States the threshold used in the

10 Number of persons who meet the eligibility requirements and could
potentially benefit from a scheme.

101 This differs from the theoretical concept of 'universal basic income', where
a certain level of income is provided to every citizen, regardless of their
situation. For more information please see European Commission (2018),
Employment and Social Developments in Europe, Annual Review 2018, p.
142.



means test is the maximum level of benefit provided
(and the actual support amounts to the difference
between the maximum level of the benefit and a
person's or household's income), while several Member
States also disregard part of people's earnings, which
positively affects the coverage of schemes and
contributes to reducing in-work poverty risk. Other
eligibility requirements, such as those regarding
residence, also affect the coverage of schemes (as this
can reduce coverage for people experiencing within-
country mobility or homelessness).

Minimum income recipients have greater
difficulty in accessing various in-kind services.
Access to services (as measured by the unmet needs
for medical care, the housing cost overburden, and the
non-participation in training related to professional
activity'®®) is an essential component of integrated
active inclusion strategies. In 2016, the access to
these services for people aged 18-59 at risk of
poverty living in quasi-jobless households was
generally lower than that of people of the same age
group not at risk of poverty nor living in quasi-jobless
households. Looking at performance across services,
Finland, Hungary and the United Kingdom are the only
Member States where the gap in access to services is
below the EU average in 2016 in all three areas. By
contrast, the gaps in access appear above the EU
average across all three areas examined in Greece and
Latvia. In detail, the largest gaps in unmet needs for
medical care are experienced in Latvia (14.8 pps) and
Greece (34.1 pps), while the lowest ones were in
Denmark, Spain, the Netherlands and the UK (less than
1 pp.). In the area of housing, the largest gaps in the
housing cost overburden rate were observed in
Denmark, Greece, Austria, and Italy (over 50 pp), while
the smallest gaps were in Malta, Cyprus, Ireland, and
Finland (under 20 pp)!®. In the domain of adult
learning, in 2016 Sweden and Denmark experienced
negative gaps, showing better access for people at risk
of poverty from (quasi-)jobless households, and in
Malta and the UK there was no gap. The largest gaps
observed were in Latvia, Spain, and Lithuania (over 16

pp).

Access to housing of good quality has been
improving since 2008, but in some countries a
significant proportion of population reports that
it encounters quality problems with their
dwelling. In the EU, 13.1% of the population reports
living in a dwelling with a leaking roof, damp walls,
floors or foundation, or rot in window frames or floor
in 2017. This is 2.3 pps less than in 20164 This
component of housing deprivation'®® is a particular

102 From the 2016 EU SILC ad-hoc module on access to services. Reasons
taken into account for the purpose of the benchmarking: 'no suitable
courses or programmes available' and ‘cannot afford it'.

105 A more comprehensive discussion of the issue of unmet medical care needs
and access to housing are presented below in this section.

104 Data in this paragraph is sourced from EU-SILC.

195 The housing deprivation rate is a measure of poor amenities in a dwelling
and is calculated by referring to those households experiencing at least
one of the following: (i) a leaking roof, (ii) no bath, nor shower in the
dwelling, (i) no indoor toilet, (iv) a dwelling considered too dark.
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issue in 5 Member States (Cyprus, Portugal, Hungary,
Latvia and Slovenia) where over 20% of the
population reports that it encounters this quality
problem with their dwelling. In 2017, Romania
experienced a considerable improvement, with the
proportion of the population reporting not having a
bath, or a shower, nor indoor flushing toilet in their
household declining, yet at a considerable 27.2%. In
Latvia, Bulgaria and Lithuania not having a bath or a
shower in the dwelling and not having an indoor
flushing toilet for the sole use of the household is an
issue for around 10% of the population.

The share of household disposable income spent
in  housing-related expenditures remains
significant in a number of Member States. When
housing costs are taken into account, 156 million
people are at risk of poverty, as against 85 million
before housing costs are taken into account. This
condition is particularly draining for households with
lower income. In 2017, 10.2% of households in the EU
spent over 40% of their disposable income on housing
costs, but this share increases to 37.8% when
considering households at risk of poverty. Despite a
slight improvement compared to previous years, the
housing cost overburden rate remains the highest in
Greece, at 39.6% in 2017. Bulgaria, Denmark and
Germany are, after Greece, the Member States with
highest rates of population experiencing housing cost
overburden (over 15% of the population in each). The
effect is particularly notable in Denmark and Germany,
where the share of people at risk of poverty is below
the EU average before housing costs, but above the EU
average when housing costs are taken into account. By
contrast, in Estonia, Ireland, Finland, Cyprus and Malta
less than 5% of the population live in households
overburdened by housing-related expenditure. In most
countries, tenants who rent at market price are
considerably more overburdened by housing related
costs than owners with a mortgage or a loan (EU
average of 25.19% for tenants paying market rent,
compared to around 5% for owners).

Rising rents represent an increasing burden on
the poor in some Member States. In 2016, in 7
countries (Ireland, Estonia, Lithuania, Slovenia,
Hungary, Austria and Poland) rents calculated in real
terms have increased by more than 5% since 2015.
High rents can compound the risk of poverty or social
exclusion, particularly in countries such as Slovenia,
Ireland, Austria and Lithuania where the poverty risk
facing tenants is significantly greater than for those
who own their homes. National figures may also hide
challenges at the level of particular cities.

The recent evolution of the homelessness
indicates that the situation is not improving.
Estimates of the number of homeless are not
comparable country by country, due to a lack of
official sources and different methodologies for
counting the homeless. Available data only allow
monitoring the evolution of the issue over time (using,
in most cases, 2017 or 2016 as a most recent year).
They nonetheless indicate that homelessness has
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recently increased in all of the 25 covered Member
States except in Finland, where the situation has
improved!,

Figure 66: Percentage of population aged 65
and above at-risk-of-poverty or social exclusion
relative to the EU average, 2017
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Pension income provides older people with a
relative protection against poverty risk. At the EU
level, the at-risk-of-poverty (AROP) rate for older
people is lower than for people of working age (14.6%
compared to 16.7% in 2017). Over the last decade,
this relation has been reversed compared to the pre-
crisis period, partially explained by the fact that the
crisis reduced average household disposable real
income levels, especially among the working-age
population across almost all European countries while
pensions remained more resilient. However, severe
material deprivation also decreased among older
people (from 7.4%in 2008 to 6.3% in 2017),
suggesting that the overall decrease in poverty and
social exclusion was not just a relative effect.

The risk of poverty and social exclusion risk
among older people has been steadily decreasing
for most Member States. Overall around 1.7 million
fewer people aged 65 or older were at risk of poverty
or social exclusion in 2017 compared to pre-crisis
levels (2008). The headline improvement masks

1% Data compiled by FEANTSA, the federation of national civil society
organisations working with the homeless in Europe. See FEANTSA (2018),
Third overview of housing exclusion in Europe.
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marked differences between the Member States, with
substantial decreases in old age poverty or social
exclusion risk in Cyprus (-24.7 percentage points since
2008), Bulgaria (-16.6 pps), Romania (-16.2 pps) and
Latvia (-14.9 pps), while there were increases in
Luxembourg (+6.4 pps) and Germany (+2.2 pps).

However, of particular concern is the situation
of older women, as one in five women aged 65 or
over is at risk of poverty or social exclusion in the EU.
In 2017, the AROPE rate for women ranged from
around 10 percent in Denmark, France and the
Netherlands to over 50 percent in Bulgaria, and over
40 percent in the Baltic States. The highest gender
differences in the AROPE rate are observed in
Lithuania (19.9 pps), Estonia (19.7 pps), followed by
Latvia (16.6 pps) and Bulgaria (16.2 pps). Older
women have lower incomes than older men: in 2016,
the median income ratio for older women was 6
percentage points lower than for men in the EU
relative to younger people of the same gender (90%
for women and 96% for men). Thus, not only do
women have lower incomes during their working lives,
but they also have a lower income when in retirement,
which contributes to gender inequalities in old-age
income.

On average across the EU, people aged 65 and
over have slightly lower incomes than younger
age groups. The median disposable income of those
aged 65 and above was 92 percent of the younger
population's income in 2017. The total relative median
income ratio was below 75 percent in five countries
(Denmark, Malta, Lithuania, Latvia and Estonia) and
below 80 percent in a further four (Belgium, Sweden,
Cyprus and the Czech Republic). In contrast, older men
in nine Member States (Luxembourg, Greece, France,
Spain, Hungary, ltaly, Austria, Poland and Romania)
and older women in two Member States (Luxembourg
and Greece) enjoyed a higher median income than
those aged below 65 in 2017.

While, on average, pensions amount to more
than half of late-career work income, the income
replacement capacity of pensions varies
significantly among Member States. In 2017, the
aggregate replacement ratio'® (ARR) averaged 59
percent in the EU, with significant cross-country
differences. The ratio ranged from above 80 percent in
Luxembourg to less than 40 percent in Ireland,
Bulgaria and Croatia!®®.

107 Ratio of the median individual gross pensions of 65-74 relative to the
median individual gross earnings of 50-59.

%8 Data for Croatia and Ireland are for 2016.



In a context of rising life expectancies, pensions
need to adapt; working lives start later and
become longer while people live longer overall. In
addition to income poverty reduction and income
replacement, the third relevant dimension of pension
adequacy is the duration of retirement. While the
needs increase with age, the value of pensions is
eroded during retirement. The ratio between time
spent in retirement and time spent working presently
averages 51% in the EU. Figure 67 provides an
overview of average life time spent before working, in
work and after retirements in Member States (drawing
on an estimate of the start of employment/entry into
labour market, an estimate of the average exit age
from the labour market, and life expectancy at age
60).

Figure 67: Life time spent under different
activity statuses, 2017
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People in non-standard or self-employment
often face less favourable conditions for
accessing and accruing pension rights than those
in open-ended, full-time job contracts. SHARE
survey datal® allow measuring the impact of self-
employment on retirement income and living

193 Survey of Health, Ageing and Retirement in Europe. Data source: SHARE
wave 7, 2017.
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standards by comparing the situation of retired self-
employed people!!® and of retired employees in most
Member States.!'! The retired self-employed report
lower incomes than retired employees in almost all
countries covered. The highest income gaps can be
observed in Luxembourg, Denmark and France, and in
nine countries the gap exceeds 20 percent (Pension
Adequacy Report 2018, p. 67). Only in Hungary and
Estonia do the retired self-employed enjoy slightly
higher incomes than retired employees (see Figure 68
below). The income gap, together with higher income
inequality,*? leads to substantially higher levels of
poverty risk for retired self-employed (Pension
Adequacy Report 2018, p. 68), around twice that of
retired employees on average. The retired self-
employed have lower pensions than retired employees
in every country observed.

Figure 68: Relative difference in the median
equivalised disposable income between retired
employees and retired self-employed, 2017, %
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Source: SHARE.

Note: EU* does not include IE, NL and UK. Sample sizes
in BG, LV, LT, PT, RO, SI and SK do not allow a
distinction to be drawn between retirees.

10 For the purposes of this comparison, ‘retired self-employed’ are defined as
retirees who have spent 50% or more of their working careers as self-
employed.

11 The Survey of Health, Ageing and Retirement in Europe (SHARE) is a
multidisciplinary and cross-national panel database of micro data on
health, socio-economic status and social and family networks of more
than 120,000 individuals aged 50 or older (more than 297,000
interviews). SHARE covers 27 European countries.SHARE wave 7 survey
excluded IE, NL and UK. In some Member States, sample sizes do not
allow for a comparison.

112 The S80/S20 ratio is one third higher among retired self-employed than
among retired employees.
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Figure 69: Self-reported unmet needs for medical care (Social Scoreboard headline indicator)
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Source: Eurostat, SILC. Period: 2017 levels and yearly changes with respect to 2016.
Note: Axes are centred on the unweighted EU average. The legend is presented in the Annex.

There are signs of convergence in the share of
the population reporting perceived unmet needs
for medical care'!>. Reversing a previous tendency, a
weak negative correlation has emerged between level
and changes in unmet needs for medical care, with
those countries where unmet needs are highest
showing the most positive trend (see Figure 69). In
some Member States, costs and waiting time remain
important barriers for the accessibility of healthcare.
Nonetheless, the proportion of the EU population
facing self-reported unmet needs for medical care due
to either too high costs, too long waiting time or
travelling distance, on average decreased in 2017 to
1.6%. The share of the people impacted still exceeded
5% in Estonia and Greece (above 10%) and Latvia.
Increases in 2017 were recorded for Slovenia, the
United Kingdom, Cyprus, Ireland and Slovakia.

113 Self-reported unmet needs for medical care concern a person's subjective
assessment of whether he or she needed examination or treatment for a
specific type of health care, but did not have it or did not seek it because
of the following three reasons: ‘Financial reasons’, ‘Waiting list’ and ‘Too
far to travel. Medical care refers to individual healthcare services
(medical examination or treatment excluding dental care) provided by or
under direct supervision of medical doctors or equivalent professions
according to national healthcare systems (Eurostat definition). The
problems that people report in obtaining care when they are ill can
reflect barriers to care.
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Activity status may also play an important role
in explaining problematic access to medical care
in some countries. Although the majority of countries
do not show significant differences according to
activity status, in some of them unemployed people
(and to a lesser extent pensioners) may encounter
higher difficulties in accessing healthcare (see Figure
70). Even in countries where the percentage of unmet
needs among the entire population is below the EU
average, figures suggest that the unemployed may
face difficulties accessing medical care (e.g. Belgium,
France, Italy, and Hungary).

The healthy life years (at the age of 65)
increased further in the EU for men to 9.8 years
and for women to 10.1 years. While the highest
number of healthy life years at 65 can be expected in
Sweden, Malta and Ireland (about 12 years for both
gender), the healthy life expectancy is particularly low
in Latvia, Slovakia and Croatia (around 5 years).



Figure 70: self-reported unmet needs for medical

examination according to activity status (2016)
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Healthcare is financed through different
schemes, while the relative importance of each
scheme varies among Member States. In 2016,
out-of-pocket payments!!4, i.e. household expenditure
for health (including medical goods) not reimbursed by
any scheme or paid as cost-sharing with an organised
scheme, measured as a share of current health
expenditure is above 30% in Bulgaria, Greece, Cyprus,
Latvia and Lithuania (Figure 71).

114 Qut-of-pocket spending refers to direct payments for goods and services
from the household primary income or savings, where the payment is
made by the user at the time of the purchased of goods or the use of
the services either without any reimbursement or as cost-sharing with an
organised scheme.
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Figure 71: Healthcare expenditure by financing
source, 2016
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The need for Long Term Care (LTC) is growing as
the population in the EU ages. Over the next six
decades (by 2070), the number of Europeans aged
80+ is set to double and the old-age dependency ratio
(people aged 65+ relative to those aged 15-64) is
projected to jump from 29.6% in 2016 to 51.2% in
2070 (the EU would go from 3.3 to only 2 working-
age people for every person aged 65+). The risk of
becoming dependent is higher towards older age,
when people are more likely to become frail (60%
people aged 75-84 and 70% aged 85+ report a
disability).

115 Ageing Report 2018, European Commission.
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A significant rise in LTC needs is projected. LTC
is the fastest-rising social expenditure compared to
health and pensions. The EU public expenditure on LTC
is projected to increase from 1.6% to 2.7% of GDP
between 2016 and 2070, with marked variations
across the EU (see Figure 72).

Figure 72: Projected public expenditure on LTC as
% of GDP, in 2016 and 2070
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Long-term care sustainability will also be
challenging for those Member States which now
rely heavily on informal care. The pool of informal
carers is shrinking due to changing family patterns
(fewer children, family members living further apart),
with increasing female employment and the increase
in the retirement age. Informal care also entails
important costs for the economy, as informal carers
reduce or leave formal employment, and thus pay little
or nothing in taxes and contributions. There are also
challenges in recruiting and retaining carers. The
sector is affected by the prevalence of part-time work
and temporary contracts, which reduces its
attractiveness.
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3.4.2. Policy response

Reforms in several Member States aim to
strengthen the active inclusion approach. Some
Member States are enhancing integrated delivery of
services (such as social assistance, employment and
other social services) in particular by undertaking a
person-centred approach aimed at addressing complex
needs of the most vulnerable people. In Bulgaria, the
implementation of the Employment and Social
Assistance Centres providing integrated and mobile
services!!® is ongoing. By February 2018, 73 such
centres, established with the support of the ESF were
operational and provided employment and social
assistance services. As of 2018 the centres offer Job
Integration Agreement for the long-term unemployed
linking the long-term unemployed with specific
employment services and referrals to services
provided by other institutions. In Ireland, the Action
Plan for Jobless Households extends activation
services to people who are not working, but are not
defined as unemployed on the traditional measures. It
focuses in particular on improving employment rates
of households with children - both the traditional
‘nuclear’ family and the lone parent family and people
with disabilities. In Finland, the one-stop guidance
centres for youth ("Ohjaamo"), originally operating
under ESF funding, have been made a permanent
measure and is being expanded with the psychosocial
support network. In Greece the Community Centres,
serving as one-stop-shops for social services at
municipal level started opening in 2017 and now cover
the whole country. The Centres are supporting the
implementation of the Social Solidarity Income
scheme (SSI), connecting the beneficiaries to
complementary social services. By February 2018, 203
out of the 240 planned centres were operational.
Additionally, more and more municipalities across the
EU provide integrated social services focusing on
complex needs of the vulnerable groups (e.g. single
entry points in Athens or health promotion services in
Essen). These operations were supported by the ESF.

Modernisation and increases in adequacy of
some benefits continue in several Member
States, though in some cases there have been
delays. In Lithuania, the state-supported income, as
well as family-related benefits, have been increased in
2018. In Bulgaria, a 15% increase in the minimum
income in 2018 follows a 9-year freeze. In continuity
with the multiannual plan to fight poverty established
in 2013, in France the minimum income (Revenu de
solidarité active — RSA socle) has undergone a 1.6%
increase in September 2017 followed by a 1%
increase in April 2018. These increases are the last of
a series that enabled an increase of the minimum
income relative to inflation and are complemented by
a renewed focus on activation of beneficiaries
(‘Garantie d’activité’), as part of the recently
announced anti-poverty plan. However, in Romania, the

16 Joint teams of Social Assistance and Employment Agency offer
comprehensive integrated services to unemployed people in remote
areas of Bulgaria.



planned consolidation of existing social benefits has
been postponed to April 2019, while in Croatia the
implementation of the new Social Welfare Act will not
come into effect until December 2019. Latvia's
planned Minimum Income Improvement Plan
(submitted in May 2018 and to take effect in 2020)
has not yet been adopted by the Government. In
Luxembourg, the law on the social inclusion income
(Revenu d’inclusion sociale) will replace the guaranteed
minimum income (GMI) from January 2019 on. It aims
to realize a social inclusion approach, to establish a
coherent system of stabilization, social activation and
vocational reintegration policies, to take action against
the poverty of children and single-parent families and
simplify the administrative process.

The coverage of social protection increases in
several Member States. Belgium adopted a law
removing limitations on the access to enterprise
pension's schemes for young persons and short-term
contracts. Other countries plan to introduce or have
adopted measures in favour of self-employed or
small-business owners. These measures include
reduced contributions below a certain threshold
(Latvia, Poland), the coverage of independent workers
in the unemployment scheme (France), or the
possibility to include independent workers in a work
accident insurance via a social charter of on-line
platforms (France, see also Section 3.3.2). Spain has
established a mandatory coverage of unemployment,
labour and non-labour accidents and occupational
diseases for the self-employed by 2019.

Measures aimed at tackling income inequality
and in-work poverty address both tax design and
benefit adequacy. In addition to minimum wage
setting, a number of inequality-reducing policies
related to the tax-benefit system can help alleviate in-
work poverty LU: risk. In Lithuania, a reform of the flat
tax income regime was adopted in June of 2018,
introducing a progressive, two-band structure which
should help reduce income inequality. In Latvia, the
introduction of progressive personal income tax is
accompanied by non-taxable allowances of the
personal income tax and for dependants. A reform by
the Czech Republic to revamp the Personal Income tax
system adding a further degree of progressivity, in
particular through adding a new tax rate of 23% for
higher incomes, is under preparation though the
timeline for the reform is unclear.

Some Member States have taken measures
specifically targeting child poverty. In Spain, the
2018 national budget allocates EUR 100 million to
fight severe poverty with a particular attention to
families with children. Lithuania’s Law on Benefits for
Children introduces a universal child benefit system.
Furthermore, low income families with one or more
children and families with three or more children, shall
be paid an additional amount irrespective of family
income. A supplement to the state benefit for families
with two or more children has been introduced in
Latvia. Greece has adopted a reform of child benefits
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system, replacing the former two benefits (the "unified
child benefit" and "large family benefit") with a single
means-tested child benefit. This reform aimed to
improve targeting and increase equity among
supported children. In 2018, Poland has introduced a
new programme (“Good start”) to suport families with
school-aged children. Every year, each child who goes
to school receives a one-time benefit of PLN 300
(approximately EUR 70), regardless of the family's
income.

Social inclusion measures for persons with
disabilities have been undertaken in order to
complement employment policies and prevent
suffering due to poverty. To improve efficiency and
ensure that people receive the benefits they are
entitled to, Spain has implemented the Universal Social
Card, which allows the gathering of information on all
the benefits that a person receives in one place, as
well as indicating which other benefits they may be
entitled to. For 2018, the work ability allowance for
those who are unable to work or whose ability is
limited has been raised in Estonia. In 2017, Malta
implemented a further reform to disability pensions,
whereby a three-tier payment system was introduced,
with those unable to work due to disability set to
receive steadily increasing sums per month until their
pension reaches the equivalent of the minimum wage.
A 2016 Polish government Act provides a grant of
4000 ztoty (approximately EUR 940) to the parents of
a severely disabled child in its first year of life. In
Portugal, a new Independent Living Support Model
(MAVI) was adopted in 2017, funded through the ESF,
whereby every person with an incapacity score of 60%
or above is entitled to 40 hours support per week from
a dedicated support worker, aiding them with personal
care, health, nutrition, travel, higher education,
vocational training, cultural activities, sports, job
search, participation in society and citizenship
activities. Additionally in 2017, the Portuguese
government brought together three disability benefits
- the disability allowance, the social invalidity pension
and the invalidity pension - into one benefit, the Social
Benefit for Inclusion. Romania has switched to using
the Social Reference Indicator to calculate disability
benefit, instead of the Consumer Price Index, which
resulted in a rise in benefit for adults with disability.

A number of Member States have undertaken
reforms in the field of access to housing.
Denmark has adopted an action plan to fight
homelessness, based on strengthening of preventive
measures and improving the guidance on how to exit
homelessness. Greece has introduced a new means-
tested housing benefit intended for low-income
families living in rented dwellings and those paying a
mortgage. Spain has adopted a national plan which
includes aiding the low-income families to pay the rent
and prevent eviction, financial aid for young people
buying houses in sparsely populated areas and aid to
renovate housing for special vulnerable groups. The
Swedish government has allocated additional funds to
support  non-profit  organisations to combat
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homelessness among young adults. Lithuania provides
some financial support for young families purchasing
first accommodation in certain regions.

The dynamic of pension reforms is shifting
towards addressing the adequacy challenges.
While measures to improve financial sustainability are
still high on many Member States’ pension agendas,
this process has been coupled with measures
recalibrating the scope of the pension mix to respond
to some key labour market and pension system
challenges: safeguarding pension adequacy, combining
work with pensions, and tailoring pensionable rights to
specific categories of workers.

Some Member States continue to focus on
rebalancing pension duration with life
expectancy. For instance, the 2017 reform in the
Czech Republic capped the ongoing increase of
pensionable age at 65, to be reached in 2030, to be
linked to life expectancy afterwards, although further
legislation will be required to enact the link. Other
countries are increasing career-length requirements. In
Lithuania, for example, the length of the contributory
period will gradually increase, from 30 years in 2017
to 35 years by 2027. In contrast, Poland reintroduced
lower, differentiated pensionable ages for men and
women (65 and 60 years, respectively) as of October
2017. This triggered a sharp increase in pension take-
up, the newly granted pensions for women being much
lower on average than for men.'”

More pension reform measures are aimed at
reducing poverty (e.g. minimum guarantees) and
improving income maintenance (e.g. favourable
indexation, enhancing the role of supplementary
pensions). Latvia, Malta and Romania have raised the
non-taxable minima, which should benefit the
recipients of lower pensions. Minimum pensions were
increased in Bulgaria, Poland and Romania, where a
significant 30% raise was granted in 2017. Other
measures, such as additional safeguards for
pensioners with long careers, were introduced; e.g.
Austria in 2017 raised the minimum pension from EUR
883 to EUR 1000 per month for people with at least
30 years of contributions.’® In Spain, minimum
pensions amounts were raised by 3% in 2018.

Improving the effectiveness of healthcare by
better coordination and giving a stronger role to
primary care has become a guiding principle in a
number of Member States. In Estonia, current plans
for health centres and hospital networks seek to
create multi-disciplinary teams, to redefine the roles
of family physicians vis-a-vis specialists and to
improve training. Ireland is stepping up capital
investment with, inter alia, the creation of Primary
Care Centres across the country. Bulgaria and France
presented in the autumn 2018 fundamental reform

117 European Commission and the Social Protection Committee (2018). The
2018 Pension Adequacy Report: current and future income adequacy in
old age in the EU.

118 |bid.
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proposals for the health system, including more
efficient hospital care and a better integration of care.
In Slovakia, efforts to strengthen the weak
gatekeeping role of general practitioners and avoid
unnecessary referrals to specialist physicians are
continuing. In Latvia, the transforming primary care
practices into larger health centres with 3-6 family
doctors, at least two nurses, and potentially including
specialists in the team is ongoing, so are reforms to
re-configure inpatient services in hospitals. In Croatia,
the functional integration of hospitals (still in the pilot
phase) and improved primary care should improve
quality of services, bring savings and financial stability
as well as increase the level of safety and patients'
satisfaction. In Austria, 75 centres based on multi-
professional teams will be opened by 2021.

Measures are being taken to improve the
training and working conditions of health
workers. In Italy, competencies of general
practitioners, specialists and nurses have been
combined to provide care in the community. Also
Hungary and Sweden have a major focus on bolstering
skills supply in the healthcare sector and improving
working conditions and salaries. In Romania, as of
March 1%t 2018, gross salaries of doctors and nurses,
gross salaries, were increased considerably (by 70%-
172%). In Latvia, the government plans substantial
(almost threefold) increases of health professionals’
wages by 2023. Support measures aimed at attracting
medical practitioners and nurses to work in peri-urban
or rural are on the way in Latvia, Poland, Portugal and
Romania.

Specific measures to improve the access to
healthcare include the reduction of out-of-
pocket payments, specifically co-payments, in some
Member States. An example is Cyprus, which adopted
in 2017 a major reform to, inter alia, provide universal
access to healthcare by 2020. In Estonia, the
additional reimbursement of costs of prescription
pharmaceuticals was widened as of 2018. In
Lithuania, a number of measures were undertaken in
2017 to curb out-of-pocket payments on medicines
and increase the transparency of pharmaceutical
policy. They included a reduction of VAT on expensive
medicines and caps put on the difference between the
prices at which medicines are offered in pharmacies
and their reference prices, promotion of generics and
the rational use of medicines.

Some Member States aim at a holistic approach
for long-term care. Bulgaria has adopted an action
plan for the implementation of the National Long Term
Care Strategy, which includes the strengthening of the
institutional framework for provision and development
of integrated social services. Poland has designed a
social policy for older dependent people based on a
system of support for informal carers by public
institutions and on a network of community and
institutional services. Germany has introduced in 2017
a new definition of long-term care needs, which takes
into account cognitive and psychological impairments,
and has invested into measures to strengthen long-



term care at home, such as support for family carers,
local support structures and the development of new
forms of housing for care recipients. Germany is also
preparing a comprehensive action plan to improve
working conditions for long-term care professionals.

To increase the pool of carers, Member States
are proposing different policy options. The Czech
Republic adopted a special leave (paid up to three
months) for informal carers of family dependants.
Estonia provides a possibility to have five additional
paid carers' leave days for employed carers (relative,
spouse, registered partner or carer) per calendar year,
for the care of adults with disabilities. In Germany, the
education and training of nurses is being reformed in
order to establish a common training for nurses in
health care, paediatric care and long-term care, and
reduce labour shortage. From January 2019, Hungary
extended the benefits for parents taking care for their
children reliant on home care.

97

3. Employment and social reforms - Member States performance and action



Annexes




Annex 1. Social scoreboard headline indicators, levels

Annexes

Equal opportunities and access to the labour market

Early leavers from education
and training

Gender employment gap

Income quintile ratio

At risk of poverty or social

Youth NEET (% of total

(% of poulation aged 18-24) (pps) (S80/S20) exclusion (in %) population aged 15-24)
Year 2015 2016 2017 2015 2016 2017 2015 2016 2017 2015 2016 2017 2015 2016 2017
EU28 11.0 10.7 106 116 116 115 52 52 5.1 238 235 224 12.0 116 10.9
EA19 116 111 11.0 112 112 112 52 52 5.1 231 231 221 122 117 112
EUnw 98 95 94 10.7 106 105 5.1 50 50 243 238 228 117 11.0 104
EAnw 10.1 9.5 94 104 10.3 10.1 50 50 49 236 231 223 115 108 10.2
BE 101 88 89b 83 93 98b 38 38 38 211 20.7 203 122 9.9 93b
BG 134 138 127 6.6 73 8.0 71 77b 82 413 404b 389 193 18.2 153
cz 6.2 6.6 6.7 16.6 16.0 158 35 35 34 14.0 133 122 75 70 6.3
DK 78 72b 88b 76 6.7b 65b 41 41 41 17.7 16.8 172 6.2 58b 70b
DE 101 10.3 10.1 8.7 8.2 79 48 46 45 20.0 19.7 19.0 6.2 6.7 6.3
EE 122 10.9 108 79 82 73 6.2 56 54 242 244 234 108 9.1 94
IE 70 6.2 51b 123 121 121 45 44 46 26.0 242 227 143 126 109b
EL 79 6.2 6.0 18.0 19.0 19.7 6.5 6.6 6.1 35.7 356 348 17.2 15.8 15.3
ES 20.0 19.0 18.3 112 115 11.9 6.9 6.6 6.6 286 279 26.6 156 146 133
FR 9.2 88 89 72 75 79 43 43 44 17.7 18.2 171 12.0 11.9 115
HR 28u 28u 3.1 95 96 10.6 52 50 50 291 279 264 18.1 16.9 154
IT 147 138 14.0 200 20.1 198 58 6.3 59 28.7 30.0 289 214 19.9 20.1
cY 52 76 85 83 97 95 52 49 46 289 217 252 153 16.0 16.1
LV 9.9 10.0 86 41 29 43 6.5 6.2 6.3 309 285 282 105 112 103
LT 55 48 54 24 19 1.0 75 71 73 293 30.1 296 9.2 94 9.1
LU 93b 55 73 11.7b 11.0 79 43 50b 50 18.5 198b 215 6.2b 54 59
HU 116b 124 125 137 14.0 153 43 43 43 282 263 256 116b 11.0 11.0
MT 20.2 19.2 17.7b 268 255 241 42 42 42 224 20.1 19.2 105 88 86b
NL 82 8.0 71 111 11.0 105 38 39b 4.0 164 16.7b 17.0 4.7 46 40
AT 73 6.9 74 8.2 78 8.0 40 41 43 18.3 18.0 18.1 75 7.7 6.5
PL 53 52 5.0 13.8 14.2 14.6 49 48 46 234 219 19.5 11.0 10.5 95
PT 137 14.0 126 6.7 6.8 75 6.0 59 57 26.6 25.1 233 1.3 10.6 93
RO 19.1 18.5 18.1 175 17.6 1741 83 72 6.5 374 388 357 18.1 174 152
Sl 50 49 43 86 6.6 72 36 36 34 19.2 184 171 95 8.0 6.5
SK 6.9 74 93 147 142 128 35 36 35 184 18.1 16.3 137 123 121
FI 92 79 82 21 33 35 36 36 35 16.8 16.6 15.7 106 99 94
SE 70 74 77 42 38 40 41 43 43 18.6 18.3 17.7 6.7 6.5 6.2
UK 10.8 11.2 10.6 11.2 11.0 10.3 52 5.1 54b 235 222 22.0b 11.1 10.9 10.3

Source: Eurostat.

Note: EUnw and EAnw refer to the non-weighted averages for EU and the euro area.

Flags — b: break in time series; e: estimated; p: provisional; u: low reliability (small number of observations).
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Annex 1 (continued). Social scoreboard headline indicators, levels

Annexes

Dynamic labour markets and fair working conditions
Unemployment rate Long term unemployment . L earni.ngs
Employment rate O angt ) 0 ot ) Real GDHI per capita of a full-time
(% population aged 20-64) (% active population aged 15-|  rate (' active population (2008 = 100) single worker earning the
74) aged 15-74)
average wage (PPS)

Year 2015 2016 2017 2015 2016 2017 2015 2016 2017 2015 2016 2017 2014 2015 2016

EU28 70.1 7141 722 94 8.6 76 45 40 34 100.7 102.6 1034

EA19 69.0 70.0 710 109 10.0 9.1 55 50 44 98.0 994 1004

EUnw 70.0 71 725 9.7 8.7 76 48 41 34 100.3 103.3 105.0 19063 19267 19671

EAnw 69.6 70.6 720 105 9.7 86 53 47 40 96.3 98.5 1004 20118 20574 20987
BE 67.2 67.7 68.5b 85 78 71b 44 40 35b 96.3 97.0 97.9 24355 24772 25082
BG 67.1 67.7 73 9.2 76 6.2 56 45 34 116.9 1232 130.0 8164 8742 9329
cz 74.8 76.7 785 5.1 40 29 24 1.7 10 104.9 108.2 109.9 13496 13809 14111
DK 76.5 7740 769b 6.2 6.2 57 1.7 14b 13b 107.8 113 1134 25491 26170 26568
DE 78.0 78.6 792 46 41 38 20 1.7 16 105.3 106.9 108.5 25935 26528 27040
EE 76.5 76.6 787 6.2 6.8 58 24 21 19 105.7 1094 113.7 13048 13741 14373
IE 69.9 714 730 100 84 6.7 53 42 30 92.9 958 98.9 24726 24994 25510
EL 54.9 56.2 57.8 249 236 215 182 17.0 156 69.6 68.8 69.3 18169 18447 18577
ES 62.0 63.9 655 221 196 172 14 95 7.7 92.7 943 942 21999 22584 23077
FR 69.5 70.0 70.6 104 101 94 46 46 42 100.9 102.5 103.6 23761 24291 24579
HR 60.6 614 63.6 16.1 134 111 102 6.6 46 : 12789 13113
IT 60.5 61.6 62.3 11.9 1.7 112 6.9 6.7 6.5 89.6 90.7 91.3 20597 20762 21070
cY 67.9 68.7 708 15.0 13.0 111 6.8 58 45 78.0 82.1 84.6
LV 725 732 748 99 96 87 45 40 33 98.5 103.9 106.8 6994 8502 10082
LT 733 75.2 76.0 9.1 79 71 39 30 27 108.2 114.6 1185 9912 10517 11151
LU 709b 70.7 715 6.5 6.3 56 19b 22 21 1025 101.5 105.6 31367 31922 32320
HU 68.9 715 733 6.8 5.1 42 3.1 24 17 1034 109.8 1144 11256 11480 11712
MT 69.0 711 730 59 52 46 24 19 16 21284 21218 21243
NL 764 7741 780 6.9 6.0 49 30 25 19 100.1 1015 102.0 27800 28570 28768
AT 743 74.8 754 57 6.0 55 1.7 19 18 95.2 96.3 96.1 25379 26039 26859
PL 67.8 69.3 709 75 6.2 49 30 22 15 17.7 1248 12606 13221 13757
PT 69.1 70.6 734 126 1.2 9.0 72 6.2 45 94.7 97.0 99.3 16207 16043 15984
RO 66.0 66.3 68.8 6.8 59 49 3.0 30 20 106.1 116.7 1291 8621 8987 9609
sl 69.1 70.1 734 9.0 8.0 6.6 4.7 43 341 94.6 99.1 1018 14741 14958 15049
SK 67.7 69.8 7141 115 97 8.1 76 58 5.1 105.8 108.6 1114 11698 12106 12446
Fl 729 734 742 94 8.8 86 2.3 2.3 21 102.6 1035 104.2 24154 24346 24545
SE 80.5 81.2 818 74 6.9 6.7 15 13 12 113.3 1159 116.5 25612 25892 25992
UK 76.8 775 782 53 48 44 16 13 11 104.4 103.5 102.7 28255 28770 29177

Source: Eurostat, OECD.

Note: EUnw and EAnw refer to the non-weighted averages for EU and the euro area. Real GDHI per capita is
measured using 'unadjusted income’ (i.e. without including social transfers in kind) and without correction for
purchasing power standards. Net earnings of a full time single workers earning the average wage should be
read and interpreted in conjunction with other indicators, such as the in-work poverty rate, the ratio between
the fifth and the first decile of the wage distribution (D5/D1) and other relevant EPM/SPPM and JAF indicators.
For this indicator 3-year averages are used to smooth out short-term fluctuations.

Flags — b: break in time series; e: estimated; p: provisional; u: low reliability (small number of observations).
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Annex 1 (continued). Social scoreboard headline indicators, levels

Public support / Social protection and inclusion
Impact of social transfers Children aged less than 3 Individuals \.Nho have b:a\s.ic of
(other than pensions) on | years old in formal childcare Self-rer;:‘t;:ie;:l :;_l:t(;jed Kl siz(l’:?a/baosfw:v:::ilo(:?il d
poverty reduction (%) (%) ° ° 1%;) 2 g

Year 2015 2016 2017 2015 2016 2017 2015 2016 2017 2015 2016 2017
EU28 337 332 340 30.3 329 34.0 32 25 1.7 55.0 56.0 57.0
EA19 3341 323 320 339 38.2 39.0 26 2.3 13 : : :
EUnw 352 343 344 280 299 33.0 34 31 25 55.2 556 57.3
EAnw 350 342 335 294 323 354 34 34 2.7 56.7 57.0 59.7
BE 442 411 395 50.1 438 53.0 24 24 21 60.0 61.0 61.0
BG 225 179b 19.9 9.0 125 94 4.7 28b 21 31.0 260 290
cz 423 405 424 29 47 6.5 08 0.7 05 57.0 54.0 60.0
DK 52.7 522 510 773 70.0 "7 13 13 1.0 75.0 780 70
DE 335 348 332 259 326 30.3 05 03 03 67.0 68.0 68.0
EE 223 249 27.3 215 30.2 27.0 127 15.3 11.8 65.0 60.0 60.0
IE 55.0 522 52.6 30.6 286 344 28 26 28 440 440 480
EL 16.1 15.9 158 114 8.9 205 123 131 10.0 440 46.0 46.0
ES 26.6 244 239 39.7 39.3 458 06 05 0.1 540 53.0 55.0
FR 431 424 448 418 489 50.5 12 13 1.0 57.0 56.0 57.0
HR 355 286 248 118 156 15.9 19 1.7 16 51.0 55.0 410
IT 217 214 194 27.3 344 28.6 72 55 18 43.0 440 u
cYy 36.2 356 359 208 249 28.2 15 06 15 43.0 43.0 50.0
LV 176 216 219 228 28.3 284 84b 82 6.2 49.0 50.0b 48.0
LT 224 215 232 97 152 20.3 29 31 15 51.0 52.0 55.0
LU 438 391b 355 519 50.9 60.9 0.9 04 b 03 86.0 86.0 85.0
HU 420 438 464 153 156 0.0 26 13 10 50.0 51.0 50.0
MT 312 30.7 291 179 314 39.6 08 1.0 02 52.0 49.0 56.0
NL 48.0 425b 39.7 463 53.0 61.6 0.1 02b 0.1 720 770 79.0
AT 457 464 422 222 205 182 0.1 02 02 64.0 65.0 67.0
PL 231 245 375 54 78 116 73 6.6 3.3b 40.0 440 46.0
PT 26.1 240 225 472 499 476 3.0 24 23 48.0 48.0 50.0
RO 133 142 16.6 94 174 15.7 94 6.5 47 26.0 280 29.0
Sl 423 428 446 374 395 448 0.2 04 35 51.0 53.0 54.0
SK 353 31.0 291 11 05 06 21 23 24 53.0 55.0 59.0
Fl 53.7 57.0 56.9 326 326 33.2 43b 41 36 740 73.0 76.0
SE 453 458 46.1 64.0 51.0 52.6 13 16 14 720 69.0b 770
UK 433 434 41.8b 304 285 33.2 28 1.0 3.3b 67.0 69.0 710

Source: Eurostat.

Note: EUnw and EAnw refer to the non-weighted averages for EU and the euro area.

Annexes

Flags — b: break in time series; e: estimated; p: provisional; u: low reliability (small number of observations).
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Annex 2. Social scoreboard headline indicators, changes and distance to EU

Annexes

Equal opportunities and access to the labour market

Early leavers from education and
training

Gender employment gap

Income quintile ratio (S80/S20)

At risk of poverty or social

Youth NEET (% of total population

(% of poulation aged 18-24) (pps) exclusion (in %) aged 15-24)
Year 2017 2017 2017 2017 2017

Y Distance |Y-Y for MS Yy Distance |Y-Y for MS Yy Distance |Y-Y for MS Yy Distance (Y-Y for MS Yy Distance |Y-Y for MS

SETE toEU | to Y-Y for GEE toEU | to Y-Y for G to EU | to Y-Y for SR to EU | to Y-Y for R toEU | to Y-Y for
average EU average EU average EU average EU average EU

EU28 0.1 12 0.0 -0.1 1.0 0.0 -0.1 0.1 0.1 -1 04 0.2 0.7 05 0.0
EA19 0.1 16 0.0 0.0 07 0.1 -0.1 0.1 -0.1 -1.0 0.7 -0.1 -0.5 08 02
EUnw 0.1 0.0 0.0 -0.1 0.0 0.0 -0.1 0.0 0.0 -0.9 0.0 0.0 0.7 0.0 0.0
EAnw -0.1 0.0 0.0 -0.2 -04 -0.1 -0.1 -0.1 0.0 -0.8 -0.5 0.1 -0.6 0.2 0.1
BE 0.1b -05 02 05b -0.7 0.6 0.0 -1.2 0.1 -04 2.5 05 06b -1 0.1
BG 1.1 33 -1.0 07 25 08! 05* 32 0.6 -15* 16.1 -0.6 2.9 49 2.2
(74 0.1 =27 0.2 -0.2 53 -0.1 -0.1* -16 -0.1 -1 -106 -0.2 -0.7 -4.1 0.0
DK 16b -06 17 -02b -4.0 -0.1 0.0 -09 0.1 04 5.6 13 12b -34 19
DE 0.2 0.7 -0.1 -03 -26 -0.2 -01* -05 -0.1 -0.7* -38 02 -04 -4.1 0.3
EE 0.1 14 0.0 -09 -32 -0.8 -02* 04 -0.2 -1.0* 06 -0.1 03 -1.0 10
IE -11b -43 -1.0 0.0 16 0.1 02* -04 03 -15* 0.1 -0.6 -1.7b 05 -1.0
EL 0.2 -34 -0.1 0.7 9.2 08 -05* 11 -0.5 08* 12.0 0.1 0.5 49 02
ES 0.7 89 -06 04 14 0.5 0.0 16 0.1 -13* 38 -04 -1.3 29 0.6
FR 0.1 -05 02 04 -26 0.5 01* -0.6 0.2 -1 5.7 0.2 04 1.1 03
HR 0.3 -6.3 04 1.0 0.1 11 0.0 0.0 0.1 -15* 36 -0.6 -15 5.0 0.8
IT 02 46 03 -03 93 0.2 -04* 09 -04 -1 6.1 -0.2 0.2 9.7 09
cY 0.9 -09 1.0 -0.2 -1.0 -0.1 -03* -04 -0.3 -25* 24 -16 0.1 57 0.8
Lv -14 -08 -13 14 -6.2 15 0.1* 13 0.2 -0.3 54 06 0.9 0.1 0.2
LT 06 -4.0 07 -09 -95 0.8 02* 23 03 -05 6.8 04 0.3 -1.3 04
LU 18 -241 19 -3.1 -26 -3.0 0.0 0.0 0.1 1.7* -13 26 05 -45 12
HU 0.1 31 0.2 13 48 14 0.0 -0.7 0.1 -0.7 28 0.2 0.0 06 0.7
MT -15b 83 -14 -14 136 -1.3] 0.0 -0.8 0.1 -09* -3.6 0.0 0.2b -1.8 05
NL 09 23 -08 -05 0.0 -04 0.1* -1.0 0.2 03* 5.8 12 0.6 6.4 0.1
AT 05 -20 06 02 25 03! 02* -0.7 03 0.1 4.7 10 -1.2 -3.9 05
PL 0.2 -44 -0.1 04 441 05 -02* -04 -0.2 24 -33 -15 -1.0 -0.9 -0.3
PT -14 32 -13 07 -3.0 08! -02* 07 -0.2 -18* 05 -0.9 -1.3 -1 0.6
RO 04 87 -03 -05 6.6 -04 -0.7* 15 0.7 =31 129 2.2 2.2 48 -15
S| 06 -5.1 -05 06 -33 0.7 02* -16 -0.2 -1.3* 5.7 04 -15 -3.9 08
SK 19 -0.1 20 -14 23 -1.3] -01* -15 -0.1 -18* 6.5 -0.9 0.2 1.7 05
Fl 03 -12 04 02 -7.0 0.3! -01* -15 0.1 -09* 741 0.0 -0.5 -1.0 02
SE 03 17 04 02 -6.5 03! 0.0 -0.7 0.1 -0.6 5.1 03 0.3 4.2 04
UK -0.6 12 -0.5 -0.7 -0.2 -0.6! 0.3b* 04 04 -0.2b -0.8 0.7 -0.6 -0.1 0.1

Source: Eurostat.

* indicates statistically significant changes.

Note: EUnw and EAnw refer to the non-weighted averages for EU and the euro area. On 26" October 2018,
statistical significance estimates for changes of LFS and SILC-based indicators are not available.

Flags — b: break in time series; e: estimated; p: provisional; u: low reliability (small number of observations).
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Annex 2 (continued). Social scoreboard headline indicators, changes and distance to EU

Annexes

Dynamic labour markets and fair working conditions
Net earnings
Employment rate Unemployment rate Long term unemployment rate (% Real GDHI per capita of a full-time
(% population aged 20-64) (% active population aged 15-74) | active population aged 15-74) (2008 = 100) single worker earning the
average wage
Year 2017 2017 2017 2017 2016
YY Distance |Y-Y for MS Yoy Distance |Y-Y for MS Yoy Distance |Y-Y for MS Yy Distance | Y-Y for YY Distance | Y-Y for
ST toEU | to Y-Y for T toEU | to Y-Y for e toEU | to Y-Y for ST toEU [MSto Y- S toEU |MStoY-
average EU average EU average EU average | Y for EU average | Y for EU
EU28 11 03 04 -1.0 0.0 0.1 06 0.0 0.1 08 -15 0.7
EA19 10 -15 0.5 -0.9 15 02 06 10 0.1 10 -46 06 : : :
EUnw 15 0.0 0.0 -141 0.0 0.0 0.7 0.0 0.0 16 0.0 0.0 26 0.0 0.0
EAnw 14 0.6 -0.1 -1.41 0.9 0.0 0.7 0.7 0.0 19 45 04 19 0 -0.6
BE 08b 4.0 0.7 -0.7b 05 04 05b 0.1 02 09 -70 06 0.1 5411 24
BG 36 -1.2 21 -14 14 -0.3 -1 0.0 -04 56 251 40 86 -10342 6.0
CczZ 18 6.0 03 -141 4.7 0.0 0.7 24 0.0 16 49 0.0 22 -5560 03
DK 05b 44 20 -0.5 -19 06 0.1b 21 06 19 85 04 13 6896 1.3
DE 06 6.7 09 -03 -3.8 08 0.1 -18 06 15 36 0.0 1.7 7369 09
EE 21 6.2 06 -1.0 -1.8 0.1 0.2 -15 05 39 838 24 52 -5298 27
IE 16 0.5 0.1 1.7 09 -0.6 -12 04 -0.5 33 6.1 1.7 20 5839 0.6
EL 16 -14.7 0.1 2.1 139 -1.0 -14 122 -0.7 07 -35.7 09 0.0 -1094 2.5
ES 16 -7.0 0.1 24 96 -13 -1.8 43 -141 -0.2 -108 17 19 3406 -0.6
FR 06 -19 09 -0.7 18 04 04 038 03 11 -13 04 0.6 4908 20
HR 22 8.9 0.7 2.3 35 -1.2 20 12 -1.3 : : : 23 -6558 0.3
IT 07 -102 0.8 -05 36 06 0.2 31 05 06 137 0.9 07 1399 -19
cY 21 1.7 06 -19 35 08 -1.3 141 -0.6 31 203 15 : : :
Lv 16 23 0.1 -0.9 11 02 0.7 0.1 0.0 28 19 12 74 -9590 48
LT 08 35 0.7 -08 05 03 0.3 0.7 04 34 136 18 6.5 -8521 4.0
LU 08 -1.0 0.7 -0.7 20 04 0.1 13 06 40 06 25 0.7 12649 -18
HU 18 0.8 03 -0.9 34 02 0.7 17 0.0 42 94 26 45 -7960 19
MT 19 05 04 -06 -3.0 05 0.3 -18 04 : : : 04 1572 22
NL 09 55 -0.6 -141 2.7 0.0 0.6 -15 0.1 04 -3.0 -1 12 9097 -14
AT 0.6 29 0.9 -0.5 21 06 0.1 -16 06 -0.1 88 -7 21 7188 04
PL 16 -1.6 0.1 -13 2.7 -0.2 0.7 -1.9 0.0 : : : 49 -5915 23
PT 28 0.9 13 22 14 -141 17 11 -1.0 23 5.7 0.7 0.6 -3688 -32
RO 25 37 10 -1.0 2.7 0.1 -10 -14 -0.3 10.6 242 9.1 85 -10063 6.0
Sl 33 09 18 -14 -1.0 -0.3 -1.2 0.3 -0.5 27 34 12 12 -4622 -14
SK 13 -14 0.2 -16 05 -05 0.7 17 0.0 26 6.5 11 31 7225 05
FI 038 1.7 0.7 -0.2 10 09 02 13 05 06 08 09 0.3 4874 2.3
SE 06 9.3 0.9 -0.2 09 09 0.1 2.2 06 06 116 -1.0 15 6321 141
UK 0.7 5.7 -0.8 -04 -3.2 0.7 0.2 2.3 05 -0.7 2.2 2.3 0.9 9506 -16

Source: Eurostat, OECD.

Note: EUnw and EAnw refer to the non-weighted averages for EU and the euro area. Real GDHI per capita is
measured using 'unadjusted income' (i.e. without including social transfers in kind) and without correction for
purchasing power standards. Net earnings of a full time single workers earning the average wage should be
read and interpreted in conjunction with other indicators, such as the in-work poverty rate, the ratio between
the fifth and the first decile of the wage distribution (D5/D1) and other relevant EPM/SPPM and JAF indicators.
For this indicator, the distance to the EU average is expressed in purchasing power standards (PPS) while the
changes are expressed in real terms in national currency; 3-year averages are used for both levels and
changes to smooth out short-term fluctuations. On 26th October 2018, statistical significance estimates for
changes of LFS and SILC-based indicators are not available.

Flags — b: break in time series; e: estimated; p: provisional; u: low reliability (small number of observations).
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Annex 2 (continued). Social scoreboard headline indicators, changes and distance to EU

Public support / Social protection and inclusion
Impact of sot.:ial transfers (other Children aged less than 3 years Self-reported unmet need for Individualls who hav? E)asic ?r
than pensions) on poverty . . . above basic overall digital skills
reduction (%) old in formal childcare (%) medical care (%) (% of population aged 16-74)

Year 2017 2017 2017 2017

Yy Distance |Y-Y for MS YY Distance |Y-Y for MS YY Distance |Y-Y for MS vY Distance |Y-Y for MS

s toEU | to Y-Y for ciET toEU | to Y-Y for FiET to EU | to Y-Y for i toEU | to Y-Y for
average EU average EU average EU average EU

EU28 0.8 04 0.6 11 1.0 20 0.8 -08 -0.2 1.0 -0.3 0.3
EA19 0.3 24 -04 08 6.0 23 -1.0 -12 04
EUnw 0.1 0.0 0.0 3.1 00 0.0 06 0.0 0.0 13 0.0 0.0
EAnw -0.6 09 -08 3.1 24 0.0 0.6 0.2 0.0 19 2.3 06
BE -15 51 1.7 9.2 214 6.1 0.3 -04 0.3 0.0 3.7 -13
BG 19 -14.6 18 -3.1 222 6.2 0.7 -04 -0.1 30 -28.3 1.7
cz 19 8.0 18 18 -25.1 -1.3 0.2 20 04 6.0 27 47
DK -1.2 16.6 14 1.7 401 -14 03 -15 0.3 -7.0 13.7 -8.3
DE -16 1.2 17 23 -1.3 54 0.0 22 0.6 0.0 10.7 -13
EE 24 741 2.3 232 -4.6 6.3 -35 9.3 29 00 2.7 -13
IE 04 18.2 0.3 58 14 2.7 02 0.3 0.8 40 93 2.7
EL 0.0 -18.6 -0.2 116 -1141 85 -3.1 75 25 00 -11.3 -13
ES -05 -105 -0.6 6.5 14.2 34 04 24 0.2 20 23 0.7
FR 24 104 2.3 1.6 18.9 -15 0.3 -15 0.3 1.0 -0.3 0.3
HR -38 96 -39 0.3 -15.7 28 0.1 -0.9 05 -14.0 -16.3 -15.3
IT -1.9 -15.0 21 58 -3.0 -8.9 3.7 -0.7 -3.1
cYy 0.3 15 0.2 33 -34 0.2 09 -1.0 15 70 73 57
Lv 0.3 -125 0.2 0.1 -32 -3.0 2.0 37 -14 2.0 93 233
LT 16 -11.3 15 51 -11.3 20 -16 -1.0 -1.0 30 23 1.7
LU -3.6 141 -3.7 10.0 293 6.9 0.1 22 05 -1.0 217 2.3
HU 26 12.0 25 -15.6 -316 -18.7 03 -15 0.3 -1.0 73 23
MT -1.6 5.3 17 82 8.0 51 08 23 -0.2 70 -13 57
NL 28 53 29 86 30.0 55 0.1 24 05 20 217 0.7
AT 4.2 78 44 2.3 -134 54 0.0 23 06 20 97 07
PL 131 3.1 129 38 -20.0 0.7 -3.3b 0.8 2.7 20 -11.3 0.7
PT -15 -12.0 17 23 16.0 54 0.1 -0.2 05 20 73 0.7
RO 24 -17.8 22 1.7 -15.9 -4.8 -18 22 -1.2 1.0 -28.3 0.3
Sl 18 10.2 16 53 13.2 22 31 1.0 37 1.0 -33 03
SK -18 5.3 2.0 0.1 -31.0 -3.0 0.1 -0.1 0.7 40 17 2.7
Fl -0.1 225 -0.2 06 16 25 05 11 0.1 30 18.7 1.7
SE 0.3 1.7 0.1 1.6 210 -15 0.2 -11 04 8.0 19.7 6.7
UK -1.6b 74 -18 47 02 16 2.3b 0.8 29 20 13.7 0.7

Source: Eurostat.

Note: EUnw and EAnw refer to the non-weighted averages for EU and the euro area.

Flags — b: break in time series; e: estimated; p: provisional; u: low reliability (small number of observations). On
26" October 2018, statistical significance estimates for changes of LFS and SILC-based indicators are not
available.
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Annex 3. Methodological note on the identification of trends and levels in the scoreboard

In mid-2015 the European Commission, the Employment Committee and the Social Protection Committee
agreed on a methodology for assessing Member States' performance on the scoreboard of key employment
and social indicators. As part of the agreement, the methodology aimed at providing, for each indicator, a
measure of the relative standing of each Member State within the distribution of the indicator values (scores)
of the EU. The methodology is applied jointly to year-levels (levels) as well as to one-year changes (changes),
thus enabling a holistic assessment of MS performance?*®.

In 2017 the Commission in agreement with the Employment Committee and the Social Protection Committee
has decided to apply the methodology to the social scoreboard accompanying the European Pillar of Social
Rights.

For each indicator, levels and changes are converted to standard scores (also known as z-scores) to apply the
same metric to all the indicators. This is achieved by standardising raw values of both levels and changes
according to the formula:

[MSy indicator — average (MS indicator)]

— MSy =
z — score for MSy standard deviation (MS indicator)

Then the distributions of scores (separately for levels and changes) are analised. This approach enables
expressing for each Member State its raw indicator value in terms of how many standard deviations it
deviates from the (unweighted) average. The performance of each MS is assessed and classified on the basis
of the resulting z-scores against a set of pre-defined thresholds, set as standard deviation multiples.

The most important issue within this approach is setting cut-off points. Given that no parametric assumption
can be made about the distribution of the observed raw values!?°, it is common to use a “rule of thumb” in
selecting the thresholds. According to the analysis of the key indicators used in the scoreboard, it was agreed
to consider:

1. Any score below -1 as a very good performance

2. Any score between -1 and -0.5 as a good performance

3. Any score between -0.5 and 0.5 as a neutral performance
4. Any score between 0.5 and 1 as a bad performance

5. Any score higher than 1 as a very bad performance!?!

Table 4: Z-scores threshold values

z-scores threshold values

-1.0 -0.5 0 0.5 1.0
(lower than) (lower than) (between) (Higher than) (Higher than)
Assessment
Levels Very Low Low On average High Very High
Changes Much  lower Lower than On average Higher ~ than Much higher
than average average average than average

119 \ith the exception of the new indicator "net earnings of a full-time single worker without children earning an average wage" for which 3-year averages are
used for both levels and changes to smooth out short-term fluctuations.

120 Both normality and T-shaped distribution tests were carried out resulting in the rejection of any distributional hypothesis.
21 n case of normality, chosen cut-off points roughly corresponds to 15 %, 30%, 50%, 70% and 85% of cumulative distribution.
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By combining the evaluation of levels and changes it is then possible to classify the overall performance of a
country according to each indicator within one of the following seven categories. The colour coding is
reflected in the respective figures in the body of the report.

The tables below provide the classification based on z-scores for those indicators for which a low value is
assessed as a good performance (e.g. unemployment rate, AROPE, etc).

Better
average

scoring between -1.0 and -0.5 in levels
and less than 1 in changes or scoring
between -0.5 and 0.5 in levels and less
than -1.0 in changes

Member States with levels better than the
EU average and with the situation
improving or not deteriorating much
faster than the EU average

On average [ | scoring between -0.5 and 0.5 in levels | Member States with levels on average

neutral and between -1.0 and 1.0 in changes and with the situation not improving nor
deteriorating much faster than the EU
average

Weak but | scoring more than 0.5 in levels and less | Member States with levels worse or much

improving than -1.0 in changes worse than the EU average but with the
situation improving much faster than the
EU average

To watch scoring between 0.5 and 1.0 in levels and | This category groups two different cases:

more than -1.0 in changes or scoring
between -0.5 and 0.5 in levels and more
than 1.0 in changes (and presenting a
change higher than zero!?3)

i) Member States with levels worse than
the EU average and with the situation
deteriorating or not improving sufficiently
fast; ii) Member States with levels in line
with the EU average but with the situation
deteriorating much faster than the EU
average

Level

Very low
Low

Change

Much lower than
average

Lower than average

On average

Much higher than

Higher than average
average

On average

High

Very high

The tables below provide the classification based on z-scores for those indicators for which a high value is
assessed as a good performance (e.g. employment rate, participation into childcare, etc).

122 The latter condition prevents a Member State presenting "low" or "very low" level to be flagged as "deteriorating” when showing a change "much higher
than average’, but still improving.

125 The latter condition prevents a Member State presenting an "on average" level to be flagged as "to watch" when showing a change "much higher than
average', but still improving.
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Better
average

scoring between 1.0 and 0.5 in levels and
more than -1.0 in changes or scoring
between -0.5 and 0.5 in levels and more
than 1.0 in changes

Annexes

Member States with levels better than the
EU average and with the situation
improving or not deteriorating much
faster than the EU average

On average [/ | scoring between -0.5 and 0.5 in levels | Member States with levels on average
neutral and between -1.0 and 1.0 in changes and with the situation not improving nor
deteriorating much faster than the EU
average
Weak but | scoring less than -0.5 in levels and more | Member States with levels worse or much
improving than 1.0 in changes worse than the EU average but with the
situation improving much faster than the
EU average
To watch scoring between -0.5 and -1.0 in levels | This category groups two different cases:
and less than 1.0 in changes or scoring | i) Member States with levels worse than
between -0.5 and 0.5 in levels and less | the EU average and with the situation
than -1.0 in changes (and presenting a | deteriorating or not improving sufficiently
change lower than zero'?) fast; ii) Member States with levels in line
with the EU average but with the situation
deteriorating much faster than the EU
average
Change
Level Much higher than Higher than average On average Lower than average Much lower than
average average
Very high
High
On average
Low
Very low

124 The latter condition prevents a Member State presenting "high" or "very high" level to be flagged as "deteriorating” when showing a change "much lower
than average’, but still improving.
125 The latter condition prevents a Member State presenting an "on average" level to be flagged as "to watch” when showing a change "much lower than
average', but still improving.
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Cut-off points summary table

Very low

Low

On average

High

Very high

Early leavers from education and training

Gender employment gap (pps)

Income quintile ratio (580/520)

At risk of poverty or social exclusion (%)

Youth NEET (% of total population aged 15-24)

Employment rate (% population aged 20-64)

Unemployment rate (% active population aged 15-74)

Long-term unemployment rate (% active population aged 15-
74)

Real GDHI per capita (2008 = 100)

Net earnings of a full time single worker earning the average
wage (levels in PPS, changes in national currency in real
terms)

Impact of social transfers (other than pensions) on poverty
reduction (%)

Children aged less than 3 years in formal childcare (%)

Self-reported unmet need for medical care (%)

Individuals who have basic or above basic overall digital skills
(% of population aged 16-74)

Levels less than 5.4% less than 7.4% between 7.4% and 11.4% more than 11.4% more than 13.4%
Changes | less than -1.0 pps | less than -0.5pps | between -0.5pps and 0.4pps | more than 0.4pps more than 0.8pps
Levels less than 5.2pps less than 7.8pps | between 7.8pps and 13.2pps | more than 13.2pps | more than 15.9pps
Changes | less than -1.0pps | less than -0.5pps | between -0.5pps and 0.4pps | more than 0.4pps more than 0.9pps
Levels less than 3.7 less than 4.3 between 4.3 and 5.6 more than 5.6 more than 6.2
Changes | less than -0.3 less than -0.2 between -0.2 and 0.1 more than 0.1 more than 0.2
Levels less than 16.3% less than 19.6% | between 19.6% and 26.1% more than 26.1% more than 29.4%
Changes | less than -1.9pps | less than -1.4pps | between -1.4pps and -0.5pps | more than -0.5pps | more than 0.0pps
Levels less than 6.5% less than 8.4% between 8.4% and 12.3% more than 12.3% more than 14.2%
Changes | less than -1.5pps | less than -1.1pps | between -1.1pps and -0.2pps | more than -0.2pps | more than 0.2pps
Levels less than 67.0% less than 69.8% | between 69.8% and 75.3% more than 75.3% more than 78.0%
Changes | less than 0.5pps less than 1.0pps | between 1.0pps and 1.9pps more than 1.9pps more than 2.4pps
Levels less than 3.6% less than 5.6% between 5.6% and 9.6% more than 9.6% more than 11.7%
Changes | less than -1.7pps | less than -1.4pps | between -1.4pps and -0.8pps | more than -0.8pps | more than -0.4pps
Levels less than 0.5% less than 1.9% between 1.9% and 4.8% more than 4.8% more than 6.3%
Changes | less than -1.3pps | less than -1.0pps | between -1.0pps and -0.4pps | more than -0.4pps | more than -0.1pps
Levels less than 91.9 less than 98.4 between 98.4% and 111.5 more than 111.5 more than 118.0
Changes | less than -0.1pps | less than 1.1pps | between 1.1pps and 3.5pps more than 3.5pps more than 4.7pps
Levels less than 12,559 | less than 16,115 | between 16,115 and 23,228 | more than 23,228 | more than 26,784
Changes | less than -0.1% less than 1.2% between 1.2% and 3.9% more than 3.9% more than 5.2%
Levels less than 22.7% less than 28.6% | between 28.6% and 40.3% more than 40.3% more than 46.1%
Changes | less than -3.1pps | less than -1.5pps | between -1.5pps and 1.7pps | more than 1.7pps more than 3.4pps
Levels less than 14.6% less than 23.8% | between 23.8% and 42.1% more than 42.1% more than 51.3%
Changes | less than -2.0pps | less than 0.3pps | between 0.3pps and 4.9pps more than 4.9pps more than 7.1pps
Levels less than 0.0% less than 1.1% between 1.1% and 3.9% more than 3.9% more than 5.3%
Changes | less than -2.1pps | less than -1.4pps | between -1.4pps and 0.2pps | more than 0.2pps more than 0.9pps
Levels less than 43.4% less than 50.4% | between 50.4% and 64.3% more than 64.3% more than 71.3%

Changes

less than -3.0pps

less than -0.9pps

between -0.9pps and 3.5pps

more than 3.5pps

more than 5.6pps
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Annex 4: Summary overview of the ‘employment trends to watch’ and number of Member States with
deterioration or improvement as identified by the 2018 Employment Performance Monitor (EPM).

y-0-y change
Deterioration Improvement
10 -5

-15 5 10 15 20 25 30

Employment rate (% population aged 20-64) 21

Youth NEET (% of total population aged 15-24) 1 =

Employment rate older people (% population aged 55-64) 21

1
—
1
Employment rate (% Non-EU28 nationals aged 20-64) 2
Involuntary temp empl as % total employees s
—

Newly employed in % 2 mmm 10

Long-term unemployment rate (in %) 16

At-risk-of-poverty rate of unemployed 5

Unemployment trap tax rate on low wage earners 5 7

Inactivity and part-time work due to personal and family responsibilities - total 7 7

Total employment (ths) 26

Job vacancy rate (average over 3 years) 2 22

Gender employment gap 1 m

IM
~

Gender pay gap 1 -

Adults with medium or high education 1 4

Percentage of adult population (aged 25-64) participating in education and training 3 12

Early school leavers (in %) 2 -

il

Completion of tertiary or equivalent education (aged 30-34) - total

Nominal unit labour cost (index 2010=100) 12

Note: 2016-2017 changes, except 2015-2016 for at-risk-of poverty rate of unemployed, unemployment trap and
gender pay gap.
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Annex 5: Summary overview of the ‘social trends to watch’ and number of Member States with
deterioration or improvement over 2015-2016 as identified by the August 2018 update of the Social
Protection Performance Monitor.

Deterioration Improvement

Real change in gross household disposable income
At risk of poverty or social excl. for persons with disabilities (16+)
Self-reported unmet need for medical care
Housing cost overburden rate

Aggregate replacement ratio

Median relative income ratio of elderly people

At risk of poverty or social exclusion 65+
Employment rate for older workers

MEETs (15-24)

Youth unemployment ratio

Early school leavers

Long-term unemployment rate

In-work at-risk-of-poverty rate

AROP for the quasi-jobless households

Impact of social transfers on poverty reduction
Children at risk of poverty or social exclusion
Income inequalities (S80/520)

Material and social deprivation rate

Persistent at-risk-of-poverty rate

Relative median poverty risk gap

bl h b ald:

Share of the population in quasi-j
Severe material deprivation rate

At-risk-of-poverty rate

At risk of poverty or social exclusion

-25 25

Number of Member States

Note: for EU-SILC based indicators the indicated changes for 2015-2016 generally actually refer to 2014-2015
for income and household work intensity indicators, and similarly for unmet needs for medical care. For LFS-
based indicators (LTU rate, early school leavers, youth unemployment ratio, NEETs (15-24), ER (55-64)) and
severe material deprivation (not yet final for 2017 for several MS in August 2018) the changes refer to the
period 2016-2017.
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Getting in touch with the EU

In person

All over the European Union there are hundreds of Europe Direct Information Centres. You can find the address of the
centre nearest you at: http://europa.eu/contact

On the phone or by e-mail

Europe Direct is a service that answers your questions about the European Union. You can contact this service
- by freephone: 00 800 6 7 8 9 10 11 (certain operators may charge for these calls),

— at the following standard number: +32 22999696 or

- by electronic mail via: http://europa.eu/contact

Finding information about the EU
Online

Information about the European Union in all the official languages of the EU is available on the Europa website at:
http://europa.eu

EU Publications

You can download or order free and priced EU publications from EU Bookshop at: http://bookshop.europa.eu.
Multiple copies of free publications may be obtained by contacting Europe Direct or your local information centre
(see http://europa.eu/contact)

EU law and related documents

For access to legal information from the EU, including all EU law since 1951 in all the official language versions, go
to EUR-Lex at: http://eur-lex.europa.eu

Open data from the EU

The EU Open Data Portal (http://data.europa.eu/euodp/en/data) provides access to datasets from the EU. Data can be
downloaded and reused for free, both for commercial and non-commercial purposes.






