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I, INTRODUCTION

This study is part of a series of regular analyses (medium-term
projections of expenditure and receipts of social protection, and
monographic reports on replacement ratios of main social
protection benefits) carried out by the Commission services in
order to fulfil the increasing demand for gquantitative and
comparative data on the different aspects of social protection in
the Community. This increasing demand is the counterpart of a
current debate on the matter which 1is also growing in width and
depth across the Community,

This monographic report on the unemployment benefits replacement
ratios follows, considerably enlarged, the first study of this
kind published by the Commission in 1985 (1),

(1) COM(85) 119, Medium-Term Projections of Social Protection
Expenditure and its Financing 1981-1986.

The medium-term projections and the replacement ratios reports
constitute the core of the analysis about the situation of social
protection in the Community that 1is developed by the Social
Security and Social Actions Division within the limits of a
work-programme known as the "European Social Budget", approved by
the Council in December 1982 and revised periodically.

Replacement ratios are at the center of this report. But for the
sake of completeness, and as a first step towards it that will be
refined in subsequent exercises, coverage (registered unemployed
actually receiving benefits) 1is also studied to produce a
preliminary more comprehensive view about the degree of
protection given to the unemployed.

Chapter II contains the replacement ratios, for the twelve Member
states, by type of household, number of children, level of income
and duration of unemployment. A comparison with the results of
the last exercise is also offered in order to clarify the recent
trend,

Chapter 11l contains general comments on the systems devised in
each country to provide benefits to the unemployed (a summary
description of them is offered in Annex 1) and a discussion of
the coverage reached by these systems after which the notion of
degree of protection is developed.
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Concluding comments are contained in Chapter IV, A final annex,
contains some methodological explanations, invoked in the main
text, to clarify the definitions used.

All the results concerning replacement ratios have been computed
by the national employment services, in cooperation with the
corresponding statistical ands/or economic affairs services, upon
the basis of a questionnaire submitted by the Commission services
in July 1987.

The Commission wishes, with this report, to promote a deeper
knowledge of social protection systems for the unemployed in the
Community amongst the general public and to provide, for itself,
the other Community I(nstitutions and the representative agents in
the Member states, an active basis for a more convergent
policy-making and debate in this sensitive field of social
protection.
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II. RBEPLACEMENT RATIOS

2.1 Replacement Ratios

The replacement ratio of a given benefit is the percentage in
which the benefit granted to an individual (or a household)
suffering a certain contingency or risk, replaces the regular
income lost due to the occurrence of the latter. Contingencies
and incomes are normally related to work and the most typical
replacement ratios are defined for retirement pensions,
unemployment benefits and occupational injuries benefits.

In this report, the computation of replacement ratios is based
upon the gross monthly average wage of workers in the
manufacturing industry. These data have been built up on the
basis of 1985 figures from EUROSTAT which have been updated up to
1987 with the nominal growth rate of wages in each country. The
details about the computation of replacement ratios are found in
AnNnex 2.

The main purpose of the monetary benefits granted to workers
having lost their employment is to allow them, during a certain
period and up to a certain extent, to keep the standard of living
they enjoyed before the unemployment situation occurred.

Both economic reasoning and common sense suqggest that these
benefits should not be as high as lost income in order not to
discourage bheneficiaries from actively looking for a new job.
These benefits should be, nevertheless, high enough as to permit
them to maintain a decent standard of living,

The legal provisions regarding the conditions, and thus the level
and the duration, under which unemployment benefits are granted
give rise to a large variety of situations further diversified by
family circumstances and previous labour earnings that has its
parallelism in a corresponding wvariety of replacement ratios
still enlarged at community level by the well known national
differences in the field of social protection.

Yet, it is true that for certain typical cases of unemployed all
Member states provide the beneficiaries with benefits that
replace a fairly large proportion of lost incomes.
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Tables 2.1 show the replacement ratios corresponding to six
different household types (single, couple-wife not earning,
couple-wife earning, all three without and with <children), in
three levels of income (2/3 of average, average and twice the
average) for three unemployment situations in terms of duration
(1, 13 and 25 months).

Although Tables 2.1 are not easy to handle due te the abundance
of figures, it may be seen that half of the countries have
succeeded in keeping replacement ratios relatively independent of
duration of unemployment. In the countries where this does not
happen, the lengthening of the wunemployment situation entails
reductions, sometimes considerable ones, of the replacement
ratios.

Couples with children in which the wife does not “work, receive
the highest replacement ratios amongst all types of households,

something that seems to be quite natural. In certain countries,
nevertheless, the ratios do not differ considerably for the other
households categories, In the <case of the household type

“couple~wife earning", rates seem higher due to the computation
method followed (explained in Annex 2) where the net earnings of
the wife bhave been added both to the numerator and the
denominator of the replacement ratio. Had these not been taken
into account, ‘the resulting replacement ratios would be in
general slightly lower than those of the couples in which the
wife does not earn at all.

As would be expected, the correlation between income Jlevel and
the corresponding replacement ratio is negative and quite
significant with the exception of Belgium and Spain for certain
household categories.
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2.2 Trends

In order to have a complete picture about replacement ratios,
this section offers the comparison between the results of this
exercise and those of a similar one carried out in 1985 (1)

(1) comMc8s) 119, Medium-Term Projections of Social Protection
Expenditure and its Fimancing 1981-1986.

Tables 2.2 show some selected replacement ratios for tuwo types of
households in 1983 and 1987 arranged by level of (labour) income
and duration of unemployment.

Overall, only Belgium bhas not decreased replacement ratios and
indeed most of them have actually increased. As concerns the
other Member states, results are mixed as in the case of France,
Germany, Ireland and Luxembourg or clearly indicate a reduction
in replacement ratios in the last few years.

As a general conclusion it could be said that replacement ratios

were lower in 1987 than in 1983, Changes have been more
pronounced in the case of couples than in the case of single
persons and yet the former continue to have the highest

replacement ratios,

This conclusion must nevertheless be taken with caution and
placed in the context of the constraint in which any social
protection policy operates, i.e. that of the trade-off bhetuween
coverage (actual beneficiaries over potential ones) and income
replacement, The exercise performed in 1985 did not provide data
on coverage and thus a more comprehensive analysis of trends in
protection of the unemployed cannot be <carried out. AN
integrated analysis of coverage and replacement in 1987 is made
in section 3.3,
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TABLE 2.1.1 - REPLACEMENT RATIOS, SINGLE PERSON

Nueber of Children COUNTRY
Level of Earnings
and Duration of

Unesploynent B 1§ ] A 3 F IRL 1 L L P W
a) bithout Children X F b
2/3 average earn,
1 sonth unesp. 81.5  93.5 68,1 §9.2 1128 85.0 86.0 3.1 87.0 84,0 72.5 80.8 87.3
13 sonths v. 67.2 9.5 431 0.0 78.6 52.0 63.0 0.082.5 840 719 13.0
25 sonths u. 67.2 88.0 é62.2 0.0 0.0 38.0 5.0 0.079.3 0.0 7.0 62.3
average earn
1 sonth unegp. 83.6 1.1 63.4 43,4  96.9 66.6 83.070.0 2.272.6 85.0 781 735
13 months v, 55.7 1.1 587 0.0 B3.7 67.8 50.0 54.0 0.0 72.6 72.0 77.7 é6l.t
25 sonths v, 55.7 171 884 0.0 8.0 363 29.041.0 0.072.6 0.0 547 58,2
2 average earn.
1 sonth unemp. 48.8 48.0 531 253 52§ 5.0 78.0 1.239.1 67.0 7.7 1.0 20.4
13 sonths u. 32.5 48.0 47.2 0.0 50,0 35.0 48.0 0.0 39.1 450 771 133 20.4
25 months u. 32.5 48.0 47.2 0.0 0.0 19.0 26.0 0.0 39.1 0.0 30.6 4.6 20.4
b} One Child
2/3 average earn,
1 sonth unepp. 81.1 966 75.7 63.0 108.5 82,0 -- 66.0 8.788.3 87.0 85.7
13 sonths u. 83.7 95.7 68.6 0.0 76.0 82 -- 0.0 78.2 87.0 85.7
25 nonths o, 82.2 %41 67.8 0.0 51.7 50.0 - 0.0 75.4 0.0 85.7
average earn.
1 sonth unesp. 83.0 B86.8 72.0 46.7 107.0 9.4 -- 3.9 713.8 880 75.%
13 sonths . 85.5 86.8 449 0.0 80.6 8.0 -- 0.072.1 70.0 74.9 . .
25 sonths u. 85.5 86.8 64,6 0.0 366 333 -- 0.0 72.1 0.0 65.3 59.0 49,0
2 average earn.
1 sonth unesp. 50,1 57.0 58.2 21.5  60.3 -- 85,0 1.240.0 62.0 746 79.4 237
13 sonths v, 51.6 57.0 . 0.0 57.4 -- 49,0 0.0 40.0 400 74,0 . .
25 sonths v. 51.6 §57.0 50.7 0.0 20.¢ -- 30.0 0.040.0 0.0 37.9 64.8 26.6

a) Ordinary uneaploysent benefits (180 days waxiaun)
b) Extraordinary unesploysent benefit (industry) in case of redundancy, closing or restructuring of factery
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TABLE 2.1.2 - REPLACERENT RATIOS, COUPLE-WIFE MOT EARNIWG

CCEZESEECSCLCIRESRNEC SR EE e T2 E SRS CE NI IS OSSR EC R SRR R A C S SIS SEES S S S2BISCE S ERESCCSE Y SES S CERSES ST CISaS:

Husber of Children COUNTRY
Level of Earnings

and buration of

uK

~OrO P
L= — I —J

51,8
5.5
31.§

81.1
81.1
8.1

62.8

34.3
34.3

Uneeploysent ] (4 ] ELL  ES F I8l 1 L ] P
) Bithout Children 2 b
2/3 average earn.
1 oonth unemp. 81.5 93,7 143 645 1111 82.0 85.0 5.4 87.8 83.0 96.9 810
13 aonths u. 80.7 92.0 8.8 0.0 77.7 820 9.0 0.0 81.1 83,0 96.9 2.1
25 oonths u. 79.0 89.1 ¢8.1 0.0 51,0 50.0 56.0 0.078.2 0.0 61.7
average earn.
1 oonth uneap. 83.6 80.0 €8.0 45.8 95.7 9.4 3.973.8 830 74.0
13 neonths u. 83.6 80.0 . 0.0 B82.¢6 68 0.0 72.1 69.0 65.8
25 oonths . 83.6¢ 80.0 627 0.0 362 33.3 g.072.1 0.0 57.2
2 average earn, .
1 sonth uneap. 48.8 50.5 540 269 52.5 1.2 40.0 62.0 79.5
13 sonths u. 48.8 50.5 48,0 0.0 50.0 0.0 40.0 40.0 72.5
25 months u, 4.8 50.5 480 0.0 19.9 0.0 40.0 0.0 63.1
b) Two Children
2/3 average earn.
1 ponth uneap, 82.1 975 100.0 71.4 107.3 85.2 102.0 20.5 90.0 88.0 82.2
13 ponths v, 85.9 96,8 100.0 0.0 75.2 4.2 83.0 0.0 68.3 88,0 74.4
25 nonths u, 84.7 95.7 100.0 0.0 52.9 56.0 3.0 0.0 65.1 0.0 64.3
average earn.
1 nonth unenp. 83.1 90,3 87.¢ 511 15,2 1.9 86.0 13.576.8 88.0 80.1
13 sonths . 86.7 90.3 87.0 0.0 80.7 70.6 72.0 0.0 65.1 70.0 79.6
25 aonths u, 8.7 90.3 87.0 0.0 38.0 38.9 55.0 0.8 65,1 0.0 765 59.1
2 average earn.
1 gonth uneap. 53.2 61,9 €0.9 30.7 67.1 45.2 83.0 1.2 40.5 63.0 80.2
13 nonths u. 55.5 ¢61.9 547 0.0 639 ¢5.1 8.0 0.0 40.5 41.0 a1
25 sonths u. 55.5 61,9 547 0.0 21 2.0 35.0 0.0 40.5 0.0 47.3 3.7

34.3

Ce S CEEREC S S I E eI ESE S S eS8 N S E RS S C O EEE SRR SR E NN S E RS R SN EEEESES OB S S S S S SC S S ECE RS SSEIRSRERTESE

al Ordinary uneaployment benefits (180 days maximun)
b) Extraordinary unesploysent benefit (industry) in case of redundancy, closing or restructuring of factery
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TABLE 2.1.3 - REPLACEMENT RATIOS, COUPLE - WIFE EARNING

kusber of Children COUNTRY
Level of Earnings

and Duration of

-y b
- S

el

o o o

[T T T
- o o

[P ]
o0 oy oo

o e D
e

L

Unesploysent B K D ELL S F IRL 1
2) ithout Children A b
2/3 average earn,
1 nonth unesp. 83.6 96,1 B1.2 79.4 106.2 90.6 0 53.5 9
13 nonths v, 75.5 951 51,0 0.0 B9.4 91,1 53.2 9%
25 nonths v, 69,0 93.3 51,0 0.0 50.3 75 53.2 8
average earn,
1 aonth uneap. 82.2 85.0 78,1 65.5 98.0 80.3 91.0 4,38
13 aonths o, 67.7 85.0 50.2 0.0 80.7 43,0 8
25 nonths u. 58,7 85.0 50.2 6.0 417 40.7 55.0 4.1 8
2 average earn.
1 wonth unemp. 5.3 63.0 67,2 4é6.1 10.5 9.0 29.5 5
13 nonths u. 48.0 63.0 46,1 0.0 12.0 2.0 28.6 5
25 sonths u, .6 63.0 0.0 281 311 41,0 29.35
b) Teo Children
2/3 average earn,
1 sonth unesp. ‘83,6 96,7 B6.0 B2.0 1061 93.0 56.4 9
13 sonths u. 79.3 95.8 3.8 0.0 89.¢ 97.0 60.5 9
25 months . 13.8 941 63.8 0.0 75.8 62.4 9
average earn.
1 sonth uneap. 82.0 87.4 85.0 ¢68.2 111.0 82.0 46.4 8
13 nonths v, .8 87.4 2.4 0.0 90.4 82.0 49.4 8
25 sonths u. 64.0 B7.4 647 0.0 63.1  64.2 64 52,5 8
2 average earn.
1 sonth unewp. 60.5 65,17 79.6 48.4 29.95
13 gonths u. 53.0 5.7 58.4 0.0 10,55
25 months u. 41,2 65.1 0.0 15,55

EEC R CC RS R EEEC R S SN RN N F S S S R SRR I I S B A S S S E NN RIS B IZEE3SRESS SIS s R ESED

a) Ordinary unesployment benefits (180 days saximun)

b) Extraordinary unemployment benefit (industry) in case of redundancy, closing or restructuring of factory

L1

P.

SEEZETSEIECTCSESSTERSRSST

85.4

14.5

K
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TABLE 2.2.1 - TRENDS IN REPLACEMEWT RATIOS, SIHGLE PERSOH - HO CHILDREN

Level of Earnings COBHTRY
puration of
uneaployaent
UK

and Year B ] ] ELL ES F IRL I L AL 4

CE eSO ECDE S eSS RN S OSSO S SSIS eSS E IR eSS NC e RN BN S N S R S I S I R E R R S e IS S R S ISR IR SRS SRS SRR SRS ERIESD2S

2/3 fverage Earn, - R A T B
1 sonth unenp.
1981 18 91 61 -- -- 85 85 5 89 88 15 -- 65
1987 82 94 68 59 113 81 85 8¢ K 84 13 81 57
13 ponths v,
1983 66 89 60 -- - §2 62 0 n -- 14 -- 67
1987 7 92 63 0 19 86 52 63 0 83 84 12 13 51
1 fAverage Earnings
1 ponth uneap.
1983 81 Bé 66 -- -- 61 8é L 1 85 86 -- 48
1987 84 n §3 41 97 61 85 10 2 13 85 [ 44
13 sonths u.
1983 57 83 59 -- -- 68 54 0 78 -- 84 -- 49
19817 5 17 59 0 84 68 50 54 0 73 12 18 61 40
2 fvepage Earnings
1 nonth unenp.
1983 41 63 61 -- -- 49 87 2 50 " 78 -- 25
1987 49 48 53 28 53 59 56 18 13 67 18 1% 20
13 ponths u.
1983 13 59 50 -- .- 54 9 0 4 -- 14 -~ 2
1987 33 48 47 ] 50 62 35 48 0 39 45 11 13 20

SRS EERCOCBCSCEOERC OO SRR ST E R RS E eI E Y O SR A OSSO E O I N E RSNSOI S E SO S EESE R EESESBEISSRISSD

a) Ordinary unesploypent benefits
b) Extraordinary unemploysent benefit (industry) in case of redundancy, closing or restructuring of factory
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TABLE 2.2.2 - TREKDS IN REPLACEWENT RATIOS, COUPLE - WIFE NOT EARNING - TUO CHILDREN

Level of Earnings COUNTRY

puration of

sneaploynent

and Year B bk ] ELLES 3 IfL I L ML 4 ux

2/3 hverage Earn. 2 b
1 nonth unesp.
1983 19 102 98 -- -- 88 88 f§ 90 83 100 -- LH
1987 82 2} 4 5 107 35 102° 20 90 88 $1 81 12
13 sonths u.
1983 79 91 100 -- -- 89 88 0 80 -- 98 -- 87
1987 81 92 61 0 [ 84 83 0 8¢ 88 9 12 12
1 Average Earnings
1 sonth unemp.
1983 80 97 70 .- -- 12 90 1" 9 84 88 -- 14
1987 84 80 68 46 115 12 86 13 n 88 78 14 52
13 sonths u.
1983 82 93 12 -- -- 1 80 0 80 -- 82 -- 16
1987 84 80 63 ] 81 n 12 0 65 10 11 66 52
2 Average Earnings
1 aonth unemp.
1983 50 1 60 -- -- 57 86 6 53 69 19 -- 43
1987 13 51 54 27 68 65 83 1 40 63 1 80 2
13 nonths .
1983 52 15 83 -- -- 51 60 0 49 -- 15 -- 44
1987 §9 51 48 0 64 65 48 0 40 41 1 13 2

a) Ordinary unesployment benefits
b Extracrdinary unemployment benefit (industry) in case of redundancy, closing or restructuring of factory
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ITI. SOCIAlL PROTECTION OF THE UNEMPLOYED

Replacement ratios are the most important indicator of individual
benefits granted by a given scheme of social protection and in
fact the previous chapter makes the core of this report. In the
other hand, it seems important to have an enlarged picture and a
simple but comprehensive framework of reference in which to place
the results so far obtained.

This enlarged picture is given by a summary description of the
schemes dealing with the unemployed. The reference framework is
built up by first obtaining an indicator of coverage of the
unemployed by the benefits system and next devising a joint
indicator {coverage-replacement) called the “"degree of
protection".

3.1 Description of the Systems

In every Member state there are specific institutions dealing
with unemployment benefits. Other benefits currently provided by
social security reach also the unemployed, in wvarying degrees
according to which country 1is considered, and so it seems
apropriate to look at the way unemployed people are protected by
the different schemes.

In order to answer this question, quantitative data are not
enough and a qualitative approach 1is needed. The knowledge of
such features as eligibility conditions and the kind of scheme
(whether insurance or assistance) helps to understand why certain
indicators reach the level they do.

Tables A.1, in the annexes, form a sort of very condensed
comparative tables that summarize the main features of benefits
schemes for the unemployed. The implementation of the criteria
there contained determine both the replacement ratios of the
previous section and the coverage ratios presented in the next
section,

In certain countries, the registered wunemployed who is not
receiving unemployment benefits may have his other benefits
decreased. If this is the case, the fact of becoming unemployed
implies a loss larger than just labour income. In countries
where benefits 1like health care and family or child allowances
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are universalized, the occurrence of unemployment or its
persistence do not prevent the individual concerned from
receiving, at least, these type of benefits.

In general, unemployed people actually receiving benefits are in
a comparable situation, as concerns other benefits like the ones
mentioned in the previous paragraph, to that of employed workers,
The case of pension rights is less clear as concerns the specific
nature of arrangements in every country but it seems that, in
general, account is taken of wunemployment periods for pension
purposes,

A summary pade in annex A.1 containg the main features and also
the common denominator of what could be termed "the community
model" of unemployment benefits. Differences are apparent but
similarities, notably in the principles and the structure of the
systems, are also present.

3.2 Coverage of the Unemployed

Not all wunemployed persons, and registered as such at an
unemployment office, receive benefits. The most obuvious case is
that of the young who have never worked and do not fulfil the
past contributions condition required to be eligible for

receiving benefits.

There are nevertheless countries where specific arrangements help
to overcome this situation either by relaxing eligibility
conditions or, as it is the general case, by the way of
assistance schemes acting as "safety nets” catching up those not
eligible under the insurance scheme,

Total coverage of the registered unemployed 1is certainly an
ambitious objective that only the most developed countries mau
afford and thus the analysis of this section should be treated
with caution given that it is based on a concept of coverage that
compares actual beneficiaries of unemployment benefits to
potential ones where these are precisely taken to be all the
registered unemployed.

The rationale behind this definition of the "coverage ratioc™ is
that several countries provide benefits to almost all their
registered unemployed thus virtually reaching a 100 2% coverage
ratio. On the other hand, given the diversity of eligibility
conditions across Member states (see Annex 1) no natural
alternative candidate seems to exists unless more refined data
are available,

Collection of these data will be the aim of coming exercises in
order to better assess the coverage question,
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Table 3.1 suggests that about 65 2 of the registered unemployed
in the Community, received, in July 1987, unemployment benefits.
This coverage ratio seems not to decrease with the lengthening of
the unemployment period (increased duration of unemployment)
although, as seen in the previous chapter, the replacement ratios
would.

The reason for this is that most of the Member states have
developed assistance schemes, either specific for the unemployed
or general for all the resourceless individuals, that "catch up"
beneficiaries when they have exhausted their insured periods.

In accordance with what happens in other areas of social
protection, Member states show also large differences in this
matter.

3.3 The Degree of Protection

Coverage, by a benefits scheme, of registered unemployment and
replacement of lost labour incomes due to unemployment are the
two pillars of what might be called the degree of protection of

the unemployed. The joint consideration of these two basic
indicators would yield a sort of synthetic indicator of the
{material) protection of the unemployed, In the countries with
lower resources, these objectives (usually replacement) are

chosen against each other, at least implicitly

Rather than constructing this synthetic indicator, we have opted
for a graphic representation of coverage against replacement
ratios in order to Dbetter capture these two aspects of the
protection offered by Member states to unemployed persons.

The presentation in Diagrams 3.1 to 3.4 joins data that have been
discussed in previous sections. Replacement ratios have been
rearranged in order to reduce the large number of them., This
rearrangement is described in the notes to the Table 3.2 and in
Annex 2. The figures actually used are those of Table 4.1,

The artificiality embodied in the construction of these
indicators acts against a too strict interpretation of Diagrams
3.1 to 4.1, Yet it seems apparent that a differentiation is
possible between countries according to three broad categories.
In the first place, that of the countries which are above bhoth
community averages (the wupper-right region in Diagram 3.1,
secondly, countries below the two community averages (bottom-left
region) and finally, countries that are above one of the
community averages but below the other (upper-left and
bottom-right regions).




Replacement ratiocs -~ 1987 . 16

These results must not be looked at as correlations between
coverage and replacement. They rather show how the constraints
at the financial level may influence the implicit choice between
coverage and replacement that most of the social protection
programmes have to face, In this perspective the four regions of
Diagram 3.1 help to make the distinction between those countries
where available resources make it possible to attain high levels
of both coverage and replacement, as it is the case in Denmark,
Belgium and the Netherlands, and those countries where scarcity
of resources prevents them from reaching either of the community
averages, The case of countries where resources lay between the
two extremes and thus an implicit choice ig needed, 1is also
apparent.

It should be noted, nevertheless, that scarcity or abundance of
resources is not the sole determinant of a country's position in
Diagram 3.1. Indeed, wexplicit policy considerations, having to
do with incentives, do determine the coverage and/or the (inconme)
replacement ratios of the unemployed.

Peviations betueen Member states are less pronounced for
replacement ratios than for coverage ratios (15.9 2 of the
community average against 37.1 2). Actual differences are thus

more important in what concerns coverage than in the replacement
of lost incomes.

Diagrams 3.2 to 3.4 show also that there is not an excessively
differentiated treatment of unemployment according to its
duration, except for Greece where protection ends after 11 months
of unemployment (yet family support is strong), within the range
{25 months) considered in this study. In France and Spain,
replacement ratios fall dramatically with the lengthening of
unemployment, which does not happen with the coverage ratio that
even increases slightly, It must be pointed out that the lack of
detailed data for all countries hinders the generalization of
“this conclusion. ‘
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TABLE 3.1. REGISTERED UNEMPLOYMENT (thousands) AND INDEMNIFIED
UNEMPLOYED (as % of registered)

COUNTRY 0-12 months 13-24 months 25 + months TOTAL
""REGD. INDN.  REGD. INDW.  RECD. INDM.  REGD. INDM.
T W T e
B a) 168.8 B82.4 74,2 93.6 223.0 96.7 466, 1 91.1
DK b) na na na na na na 225.9 97.2
)] i) 1436.8 62.1 331.9 62.3 338.3 55.1 2106.9 61.0
ELL a) na na na  na na na 154.0 46.4

ES a) 1236.1 40.5 575.5 35.4 1015.7 41.6 2821.3 39.9

F dl 1986.1 59.4 517.4 75.4 403.5 69.8 2906.9 63.7
IRL &) 129.6 95.8 { 108. 6 92.3 } 238.3 94.3
I f 1636. 4 na 683.0 na 1181.7 na 3501 .1 na

L h) 1.8 na { 0.5 na 3 2.3 43.7
NL c) 320.0 70.3 122.0 95.1 243.0 99.9 685.0 85,3
p f) 130.7  na { 205.4 na } 336.1 22.8

UK al 1636. 0 83.1 429.3 81.1 686.9 87.7 2752.2 83.9

EUR g) - —— —— - - w=  12403.3 64.6

o ommoam oo M OBR DN BN BN e S onnoomomnoan Som o ommomm R oS oOm DH ;N DN N NN DD DN SN NN MR UM noSm B DY DN NN X OED RIS NN N2 DN oSmonnomoomomognoan

na: non available

al}l July 1987

b) December 1987. Registered unemployment: EURQSTAT

¢) Averadge 1987. Estimate based on EURGSTAT and national sources

d) December 1987

e) October 1987. No breakdouwn exist for duration over 12 months

f) april 1987. No breakdown exist for duration over 12 months

g) Except I. Estimate at July 1987 based on EUROSTAT registered
unemployment data assuming that the & of undemnified unemploy
ment remains unchanged.
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TABLE 3.2 - THE DEGREE OF PROTECTION (COVERAGE AND REPLACEMEMT RATIOS ()]

eSS C RIS SIEISICISESSSOSIICCSESEECCICCEECSETRESSEZEICIIESSSESISS2ISHERESETSIEzzzSEzssss

DURATION OF UNEMPLOYHENT

COUNTRY coverage replaces. coverage replaces. coverage replaces. coverage replaces.

] 82.4 83.1 93.6 86.7 6.7 86.7 9.1 85.5
DK o 903 mo 9.3 mo N3 9.2 9.3
b 62:1 81.0 62.3 87.0 55.1 87.0 61.0 87.0
ELL na 511 0.0 0.0 8.0 0.0 47.9 511
3 0.5 115.2 35.4 80.7 1.6 8.0 ©39.9 8.0
F 59.4 7.9 75.4 70,6 69.8 38.9 63.1 60.5
IRl 95.8 86.0 na 12,0 na 55.0 94.3 (AN
I o na na na na na ha na na
L na 88.0 na 0.0 0.0 0.0 43.7 9.0
Nt 70.3 80.1 95.1 19.6 99.9 76.5 85.3 8.7
P na 5.3 na 7.2 na 59.1 2.8 67.2
] 83.1 2.8 81.1 62.8 81.1 62.8 81.9 62.8
EUR ) na na n n na na 4.6 3.

(31.1)  (15.9)

al Both in 2, coverage ratios are those of Table 3.1, The replacesent ratios correspond te
the category “Couple-wife not earning with two children™ in the average incose level,
assused to be representative for the whole of the unexoloyed (see annex 4.2 for precise
definitions of these ratios)

b) The last coluan is the {unweighted) average of columns 2, 4 and 6.

¢) The coverage ratios for Italy are not known and thus the construction of a sinthetic
replacement atio based on the two figqures of Table 2.1.2 is not possible.

¢) The'fiqure for the replacement ratio is the (unweighted) average of the national fiqures
and the figures between brakets are standard deviations of the distributions as ¢ of the
corresponding coumunity average

R e e e L L E R R e L R T S 1
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Replacement ratios - 1987

DIAGRAH 3.1 - THE DEGREE OF PROTECTIOH,
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Replacement ratios - 1987

DIAGRAH 3.3 - THE DEGREE OF PROTECTION,
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iy CONCLUDING COMMENTS

Replacement ratios, for different unemployment situations, give
the first and most direct information about the income standard
of a person who has fallen into unemployment in comparison to his
or her previous situation.

Half the Member states of the Community have succeeded in keeping
replacement ratios relatively independent of duration of
unemployment. In the countries where this does not happen, the
lengthening of the wunemployment situation entails reductions,
sometimes considerable ones, of the replacement ratios.

In general,couples with children in which the wife does not work,
receive the highest replacement ratios amongst all types of
households, something that seems to be quite natural. In certain
countries, nevertheless, the ratios do not differ considerably
far the other households categories. : :

As would be expected, the correlation between income level and
the corresponding replacement ratio 1is negative and quite
significant with the exception of Belgium and Spain for certain
household categories.

Concerning trends, it could be concluded that replacement ratios
were generaly lower in 1987 than in 1983, Some exceptions, for
certain categories, may be found in the cases of Belgium, France
and ltaly. Changes have been more pronounced in the case of
couples than in the case of single persons and yet the formenr
continpue to have the highest replacement ratios.

Coverage, by a benefits scheme, of unemployed persons is also an
important indicator and a major determinant of the extent of the
programme.

At Community level, and very tentatively, it could be concluded
that about 66 2 of the registered unemployed receive benefits
that replace almost 74 2 of previous (labour) earnings,
Differences subsist nevertheless between Member states, althogh
deviations are less pronounced for replacement ratios than for
coverage ratios. Actual differences are thus more important in
what concerns coverage than in the replacement of lost incomes,
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ANNEX A.1

Comparative Tables describing the
unemployed in the Community,
Contents:.

Summary pages

Comparative tables

benefits schemes for the



UNEMPLOYMENT BENEFITS SCHEMES TN THE COMMUNITY

SUMMARY OF MAIN FEATURES

Type of scheme:

Eight of the twelve Member states (DK, D, E, F, IRL, NL, P, and
UK) have both an insurance scheme (that grants benefits on
condition of contributions paid during a varying number of monthsg
in the years before unemployment) and an assistance scheme.
Benefits under the assistance scheme are generally conditioned on
lack of resources, registration at the employment office and, in

some cases, a very weak past contributions condition.

Assistance schemes in Ireland and the United Kingdom are not
restricted exclusively to the unemplouyed but <cover all persons
lacking resources and meeting other conditions.

The rest of the Member states have an insurance scheme. Ttaly
has her scheme broken douwn into two contributory subschemes,

Duration of benefits:

In the majority of countries having an assistance scheme (the
eight mentioned above, except Spain and Portugal) and in Belgium,
benefits continue for un unlimited period of time. In the rest
of the countries duration wvaries between 11 months (Greece) and
3.5 years (Spain’.

The level of benefits randes betuween 90% of last wage in Denmark
and 40% in Greece at the outset of the unemployment period. Most
countries reduce bhenefits depending on duration of unemploument
and earnings-related benefits transform into flat-rate ones.

Financing:

In all Member states, the state takes part in the financing of
unemployment benefits schemes along with employers and employees.

fssistance schemes are entirely funded by the state with
resources obtained from general taxation.

Insurance schemes obtain most of their resources tabout 2/3) from
contributions levied on wages, the rest being state subsidies.
Employers' contributions lay between slightly more than 5% in
Spain and around 22 in DPenmark, Netherlands and Greece,
Contributions paid by employees range between 2.5% in France and
null in Greece or in Luxembourg.
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O0ther benefits:

Health benefits, are provided to the unemployed as well as to the

rest of the population or the employed workers. Only in very few
countries, unemployed persons not receiving benefits may not be
covered by these benefits,

As for family allowances, wunemployed persons receive, at least,

the same benefits than employed workers. In few countries
(Spain, 1Italy and Portugall) these allowances are only granted to
indemnified unemployed, Increases in unemployment benefits

because of dependants are frequent.

Taking into account of unemployment period for pension purposes
is also general but some restrictions occur,

2y
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UHERPLOYRERT BENEFITS

COUNTRY  wommmme oo oo cen come e OTHER BEREFITS
Type of Schese and Duration and Level
Elegibility Conditions of Benefits Financing
BELEIUA Type of Schege Buration Total resources Faoily and Child Benefits
(1986)

Uneaploynent insupance Indeterninate, Sus Sape as those for eoployed

systes covering all vor  pension eccues if 1. Contr8butions: persons, increased after the 7th

kers covered by secial se aged less than 50, {eoplovers and nenth of unecploynent.

curity and young persons pore than tuice esployees)

tnesployed folloving average duration for

coapletion of training his/her region and 28,48 Health Benefits

age-sex category and
lost of unique reve 2. State subsidies Same as those for employed
fonditions nue is not justified persons,
38.5 2

- to be without vork invo Level

luntarily 3. Other taxes and Pension Rights
1. Incope loss and contributions:

- according to age, faoily charges: 402 Uneaploynent period taken into
betveen 75 vorking days of vage (ceilingl. . 1 account. Last vage indexed
contributed during last 2. Id., no fan.char:

10 nonths and 600 days 603 first year, 463
during last 36 oonths  thereafter.
3. Others: 558 first
year, 352 next éa.
luop-sun thereafter
DERRARK Type of Schepe Duration Total Resources Fanily and Child Benefits
al Insurance schene a) 2 172 years, 1. toployers: Sape as those for eaployed
(funds} for vage earners 17 ¢ persons
and self-enployed. b) Indetersinate.
2. Eoployees:
b) Basic scheoe for those 18 8 Health Benefits
not in a) above Level
3. State: Sage for all pesidents
2) 98 % of salary 65

Conditions (ceiling)

Lontribution Rate: Pension Rights

a) 26 wveeks of vork in b) 2649 DER psponth (effective)

last three years and 12 for 9 nonths, 2330 ----

sonths of iasurance DR thereafter 1. Epployers:

1.7 of vage

b} no foraal conditions

required 2. Eoployees:

1.8 of vage

[AY



UNEHPLOYRENT
Type of Scheae and
Elegibility Conditions

CERSSSCESSZIASBISCIIRRESAET

b) Assistance scheme for

aent under insurance
cover during last 3

insured esployment in
last year or to have

COURTRY
FEDERAL Tupe of Schese
REPUBLIC
SERBARY a) Insurance schese,
all vage earners
Conditions
a) 12 sonths of employ
years.
b) at least 150 days of
been in a) above
GREECE Type of Scheme

Insurance system covering
all workers insured
against sickness and
young persons (20-29 4.)
who have never worked.

Conditions

New beneficiaries: 80
days of insured work in 2
previous years

01d beneficiaries: 125
days in last 14 months or
200 days in last 2 years

BEREFITS
Duration and Level

of Benefits Financing

Duration Tatal Resources

family and Child Benefits

a) Between 78 and i)
832 days, depen
ding on length of
insurance cover

1. Eeployers: 51 3

and age, 2. Enployees: 47 2
b} Unlinited. 3. Other : 21
Level b)
a) 63- 682 of last 1, State: 100 2

vage {ceilinged)

b) 56-58% of last
gage (ceilinged)

in all cases, increa
sed ratios for per
sons with, at least

Sage as those for eaployed
persens.

Health Benefits

Same as for esployed persons

Pension Rightis

Unemployment period completely
taken into account

Family and Child Benefits

one child,
Duration Contribution Rate
Betveen 2 and 8 1. Eeployers: 2 2

of wage
(ceiling!

nonths plus

additional 3 months

at a reduced rate ‘
2. Eaployees: 1 2

of wage
Level
3. State:
Between 402 and 502 resainder

of last wage

Same as for employed persons
Increase in allowance (103 for
each dependent person, with
ceiling)

Health Benefits

Sane as for eaployed persons

Pension Rights

Partial account taken of
unesployment period

So
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UHERPLOYRENT BEHEFITS

COUNTRY  ---=-------ccm-e-rm-mesmen connscncecbocoocoonee mooooooonrooeononn OTHER BEHEFITS
Type of Schese and Duration and Level
flegibility Conditions of Benefits financing
SPAIR Type of Schege Duration Contribution Rate Fapily and Child Benefit
a) Insurance schece cove 2) Betveen 3 and 24 a) Sane treatoent as for employed
ring all vage earners aonths depending persons. Lunp-sus increases for
on contribution 1. Eoployers: 5.28 those uho peceive benefits under
b) Assistance scheae period of vage a) and b)

b) Betveen 3 and 18 2. Eaployees: 1.12

Conditions penths of vage Health Benefits
) At least ¢ nonths of 1. State: During period a) and b} benefits
insured eoployoent in  Level regainder can continue. Aftervards
last 4 years benefits are granted if fanily
2) Betueen 602 & 802 - charges exist
b) Three conths of of requlatory b) State: 100 ¢
contributions, vage according to
duration Pension Rights
- Exhausted entitlecent
to benefits under a)  b) 752 of niniouc Only indennified period taken
garanteed tage into account
- Family charges
- Lack of resources
FRAHCE Type of Schene Juration Contribution Rate Fapily and Child Benefit
a) Insurance scheoe cove a) Betwveen 3 and 21 a) Saoe treatoent for all residents
ring all uage earners gonths
1. Eoployers: 4.48
b} Assistance schene b) Unligited of vage health Benefits
tonditions 2. Eoployees: 2.58 Automatic cover for unesployed
Level of uage receiving benefits until one
a) Three sonths of year after receipt of benefit
oepbership in last 12 a) 103 of average 3. State:
oonths contribution vage renainder
+ daily aoount. Pension Rights
b) Special conditions Lupp-sun at end
apply shen right to of period of enti b) Free validation on basis of
benefit expires tlesent. previous vage during period of

. State: 100 ¢ receipt of benefit
b) Luop-sup paynent
depending on
status/age

SCESIWESAT2 SESTICISRUSISUCSTILISESTCSSSIT SISSOSTCSITICESIDESSITE SEIILSTLITISNSIISSE JSESSEECELESSSEISNTSSZICITZSTSESRI
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=2z s=TIS2SS: SECSOCEITE=SSESTSSZSISIEIRAT

URENPLOYNENT

TES==STCES==TTIT=8ERISS

BEHEFITS

COUNTRY  ==smemmemmm oo oo e

Type of Schese and
Elegibility Conditions

SERSSSTEXEF CSERSEESISEEISTSTSITEIIIERSD

IRELAKD Type of Schese

a) Insurance covering all
vage earners {exc. pu
blic servants) aged
over 16 and under 66

b) Assistance covering
all persens in the
sake 3ge Pange

Conditions

a) At least 39 contributi
on weeks during the

previous year

b) Registered uneaployed,
lack of pesources

ITALY Type of Scheme

(situation ) Ordinary insurance for
at 1/1/87) involuntary unemploy
sent
b) Special benefits tin
dustry) for unemployed
due to esployment re
duction, closing or re
structuring of factory

Conditions

a} 12 noths of insured
eaployaent in previous
2 years., 2 years of
insurance

b) 3 sonths of wage
earning at time of
uneaployaent

In all cases, registrati
on at the unesploysent
office.

S5=z2sS=2z222 25SXZENSSSSETSTEZ=SISSS2IIS

Duration and Level
of Benefits

S2ETIIERIIBESSZZVI =S

Duration

a) 390 days (flat
rate) and 375
days {eranings-pe
lated supplesent)
Sundays excluded

b) Unligited

Level

3) IRE 42.3 p.v. ¢
122 of wages (bet
ween £62 & £220
p.v., Limit of
852 of wage.

bl IRE 35.1 p.v.
(1Rt 37.8 after
15 sonths)

hdditions for depen
dants in all cases

Duration
al 180 days

b) Id. + possibility
of another 180 d.
followed by quar
terly periods in
case of local or
sectoral crisis

Level

a) LIT 800 per day

b) 80 2 of wage up
to a ceiling
reduced by 52

Financing

FSEZTESEIEEZTEESSIT

Total Resources

SEOCSIERSSISISEIESCTSTBIZSSEISTESS

OTHER BEHEFITS

S EZESTEREISTEZZEEZEZSSTIISSESISTIEZR

Fasily and Child Benefits

a) Social Insuran
ce Fund funded
as follows:

1. Eaployers: 47 2

2. Ewployees: 23 2%

3. State: 29 ¢

&, Self-esployed:

iR

b) State: 100 ¢

Contribution Rate

Same treatsent as for eaployed
yage earners

Health Benefits
Sase cover as for rest of

population

Pension Rights

Unesployment periods entirely
taken into account

Family and Child Benefits

1. tnployers:

a) 1.912 ou wage +
15% of
conpensation
for overtises

b} Id. + additie
nal 0,302 of wa
ge

2. State:
resainder

Same treateent as for esployed
vage earners applicable to
uneaployed receiving benefits
under a) or b) as long as
elegibility conditions for a)
are satisfied, Max. 180 days

Health Benefits
Sase protection for all

residents (reductions in moneta
ry benefits)

Pension Rights

Only indesnified periods taken
into account

SERSSESEISSTCSSEEISSSS SP¥SCISISSTSERIIZIZ CESSSCSEEICEISSISIRESSSSSIESESEEEER
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UHERPLOYRERT BEREFITS

COUNTRY

Elegibility Conditions

8RI3WBTERS] DTSSCCSESZSISIRSSTICSICESS ZESSCOONSEESCROIROISS ZSERSCCSUROBECISRSE SESSETECESESSEIDICSSSRRSTIOZSESSIN

LUXEHBOURS Tupe of Scheme

ne schene covering all

euployees, the young
having finished their
training and the
self-enployed having
stoped their activity

Conditions

eoployees: 26 wveeks of

gork in the last year

the young: 26-39 veeks

registered

self-eoployed: 5 years of

business

in all cases unepploysent

gust be unvoluntary

NETHER- Tupe of Schepe

LARDS

a) Insurance scheoe cove
ring all sage earpers

b) Assistance for long

ters unesployed vage
earners and noninsured

uneaployed
Conditions

a) 26 veeks of paid
enployment in last

year (.5 years dura

tion) and 3 years of
paid eaploypent out of
previous 5 [0 .5 years

duration)

b) Registered uneoployed

older than 18

QZZISEZIZJSCCE CESSESSCESSRXBEESSSSSS

buration and Level
of Benefits

Duration

365 days + 182 days
for difficult to pla
ce cases op 6/9/12
gonths for persons
having contributed
to the pensions
schene for 20725730
years

Level

eaployees: 80 2 of
gross average yage
of last 3 years
the young: 40%-708
of social uage
self-eoployed: 8038
of contribution
tage. Haxiouo
anpounts in all
cases

Quration
a) Betoeen half 2
year and 5 years
depending on years
sorked and age,
People over 57.5
continue to receive
benefits until 65.
b) until &5,

Level

a) 708 of last vage
during the period
conditioned to past
vork. After that,
702 of nininud vage
for 1 year (no means
tested)

b} after 2), 70, 90
or 1002 of ainigug
gage depen ding on
fanily circunstan
ces. Heans tested.

S3SSUSEISZERITIRICSSESICZ IEBIIIETSESSUSESTo=s

..................................................................

Type of Schepe and

Financing

Uneoployoent fund
funded by:

eaployers via a
special
contribution;

direct pepsonal
and corporate
taxes;

local and central

goverpents
subsidies

Contribution Rate

OTHER BEREFITS

Fanily and Child Benefits

Sape as for eoployed people
Health Benefits

Sane as for ecployed people

Pension Rights

Fanily and Child Benefits

a) Eoployer: 1,582
of wage

Eoployee: 1,582
of vage

b} State

Sane as for all uage earners
Health Benefits

Sape treatment for all residents

Pension Rights

fo further rights oay be built
up during the uneoployzent
period (This vill change in the
inpediate future)

S ECEZEBITSLEZIABLEISCUCEIINRSEECZE




SE=TTRS=TST SETSIESTTEITERETSZSSISSSISS

PORTUGAL

UNERPLOYHENT

Type of Schege and
Elegibility Conditions

Type of Scheae

UNITED

a) Uneoployzent insurance

b) Uneaploysent
assistance

both covering all
eaployees affiliated to
secial security

fonditions

a) 36 sonths of consecuti
ve egployment, 12
ponths of insurance 2
sonths before uneaploy
gent

b

—

180 insured days in
the last year + lack
of resources

Type of Schene

KIHEDON

One schese covering all
yage earners.

h general assistance
scheme covering diverse
cases according to lack
of resources

Conditions

Contributed aseount equal
at least to 50 times
pinigur contribution for
the fiscal year

BEHEFITS
Duration and Level
of Benefits Financing
Duration tlobal contribu
tions are paid
2) 6 months + 1 o, by eaployers
for each year in and eaployees
esploypent to social secy
rity

b) Between 15 and 24
ponths depending
on age

Level

) 658 of average
vage of last 6
ponths before 2
gonths to
unesploysent

by 703 of win, wage

Duratien 1. 6lobal contribu
) tion to the so

312 days per cial security

unesployed period, 2

fresh period of 2, State support

benefits is possible
gith less restricti
ve conditions

Level

Yeekly flat rate
paygent

family and Child Benefits

Same as for other wage earners
for all indeenified uneeployed
under 2) and b). For those in b}
increases up to 1002 of minimua
sage according to dependants

Health Benefits

ghol€ population is covered

Pension Rights

Rights continue to access to
indesnified unemployed

Fagily and Child Benefits

The same as for eaployed
persons. Increase in flat rate
payment for dependent adult

Health Benefits

a1l residents entitled to
benefits

Pension Rights

Partial account taken of pericd
of uneaployaent
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Explanatory notes

Chapter I1I

1. lWage income (sec. 2.1). These data have been taken from the
following EUROSTAT publications:

Employment and Unemployment 1987 (Tables IVU/1 and
Uulir13

Earnings 1987 (Tables 1/3)

The gross hourly earning (april 1985) of  workers in the
manufacturing industries sector has been multiplied by hours
worked per week and by 4.34 in order to arrive at gross
monthly earnings in 1985, The national experts
participating in the exercise have performed the updating
using the corresponding national wage index up to 1987,

2. Net replacement ratios (sec. 2.1) have been computed by the
national experts following a questionnaire proposed by the
Commission’'s services. Table AZ. 1, shows the the
computation formule that has been used for the various types
of households and unemployment situations. The computation
method is self-~evident.

Ratios are in fact "simple” ones for kind benefits have not
been included. They are also “"npet" ratios due to the fact
that taxes and contributions payed (or reimboursed) have
been accounted for in order to compute the net household
position to be compared with net previous earnings.

Chapter III

3. Coverage ratios (sec. 3.2) are defined as the ratio between
the number of (registered) unemployed persons in receip of
benefits and the number of registered unemployed. In the

tables of the main text, these ratios are expressed as a
percentage,
4, The degree of (material) protection of the unemployed (sec.

3.3} is based upon the joint analysis of physical coverage
and income replacement indicators,



TABLE A2.1 - COMPUTATION OF REPLACEMENT RATIOS (QUESTIONNAIRE)
Income level (husband)
273 avg, average twice avg,

Gross income C(husband)
June 1987
+ other cash transfers

(child, housing allo

wances, etc.)
- taxes
- social contributions
- other compulsory cont.

1.2 Gross income (wife) 273 of average income
June 1987
+ other cash transfers
- taxes
- gocial contributions
- other compulsory cont.

= net income
1.3 Net household income
(1.1 + 1.2)

i
i

nemployment benefits
usband -~ July 1987
social assistance
other cash transfers
taxes (+ tax reimb,)

- so0cial contributions

- other compulsory cont.

= net disp. resources

N
P+ 4+« JC i

2.2 Gross income (uwife) 273 of average income
July 1987
+ other cash transfers
- taxes
- social contributions
- other compulsory cont.

2.3 Net household position when
unemployed (1.1 + 1.2)

3. Replacement ratio
(2.3 as 2 of 1.3}

[H
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