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Abstract
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1 Introduction

The recent financial and sovereign debt crisis have put back on the agenda the need for the European
Monetary Union (EMU) of a common budgetary instrument that would make the Union more
resilient to shocks. Among others, the idea of a common unemployment insurance scheme (EMU-
UI herefater) has been extensively discussed for its strong stabilisation powerl] Since employment
and social outcomes are often seen as decisive factors for the sustainability and legitimacy of the
monetary union (Del Monte and Zandstra, |2014), a common EMU-UI scheme would provide a
counter-cyclical stabilisation mechanism in the euro area and could act as an insurance device in the
presence of asymmetric macroeconomic shocks. The project of a EMU-UI system has been brought
up to date by the Covid-19 crisis. A temporary Support to mitigate Unemployment Risks in an
Emergency (SURE) plan has been implemented, with the aim of increasing workers protection via
short-time work scheme (STW). In particular, it has been argued that SURE, although temporary,
should be seen as an emergency operationalisation of a European Unemployment Re-insurance
Scheme in the specific context of the COVID-19 crisis; this without prejudice to the possible
subsequent establishment of a permanent instrument under a different legal basis in the TFEUP]
Thus the will of the European authorities to move towards a European unemployment scheme is
well present.

In this paper, we evaluate the impact of the introduction of an EMU-UI system on the labour
supply in each EMU country. Using the EU tax-benefit microsimulation model EUROMOD,
we simulate the introduction of a common unemployment insurance system in the 19 countries
of the monetary Union. To analyze the potential effects of an EMU-UI scheme, we combine
microsimulation techniques with a structural model of labour supply. The model follows previous
works by [van Soest (1995), Blundell et al.| (2000) and |Bargain et al. (2014} and allows to account
for the nonlinear and nonconvex budgets sets of complex tax and benefit systems. Various ways

of designing a common EMU-UI scheme have been proposed in the literature and the policy

"'Herman Van Rompuy, as a President of the European Council in the Van Rompuy report of 2011, suggested that an
EMU budgetary capacity with a limited asymmetric shock absorption function could take the form of an unemployment
insurance. Jean-Claude Juncker, in the Five Presidents’ report, also puts forward the idea of an EMU-UI (Dullien,
2014} Claeys et al.,|2014; |Andor, [2014).

2Treaty on the Functioning of the European Union.



debateP’] The propositions go from providing a basic level of insurance that partly replaces national
schemes (Dullien et al, 2017) to a more contingent system which triggers payments based mainly on
unemployment rate deviation from the long run tendencies (Carnot et al.,[2017)). We then simulate
different scenarios to reflect the different propositions of EMU-UI scheme and we compare the
effects of these scenarios on two issues. First we look at the employment effects both for singles
and individuals in couple. In particular, we are interested in the (dis)incentives to work on an
extensive and an intensive margin. Second, we look at the distributional effects taking into account
the behavioural responses of labour supply.

Recent studies have assessed the stabilisation properties of an EMU-UI scheme (Jara et al.,
2015; Dolls et al., 2016, 2018]) as well as its income protection effects (Jara and Sutherland, 2014;
Jara et al., 2016). In particular, Dolls et al.| (2018]) have assessed the income stabilisation effect
and the budgetary issues of the introduction of a European unemployment insurance. Based on
microsimulations and looking at the change of disposable income for the unemployed, they found
a significant stabilisation effect. In particular they pointed out the inter-temporal and inter-regional
stabilisation that could take place without having any net contributor or recipient countries in the
long run. Jara and Sutherland| (2014} and Jara et al. (2016) also used micro data to analyze how an
EMU-UI system that top-up national systems affects income protection. Their results show that the
introduction of an EMU-UI scheme could have a positive effect on households’ income stabilisation
and reduce the risk of poverty. The common minimum standards implied by the EMU-UI would
increase the replacement and coverage rates of unemployment benefits.

To our knowledge, no studies have looked at the labour supply implications of the introduction
of an EMU-UI system. Though, in changing both the generosity and the duration of unemployment
insurance benefits, an EMU-UI scheme is likely to affect labour supply decisions. Especially, it
has be shown that a change in the level of UI benefits can affect the duration of unemployment
spell (Krueger and Meyer, [2002; |Chettyl, 2008 Lalive et al., 2006; Landais, 2015} [Schmieder et al.,
2016)). For example, a higher generosity of UI benefits tends to affect the duration of unemployment

via an increase in reservation wage (Feldstein, 1976; Krueger and Mueller, 2016) and a reduction of

3See among others Dullien| (2014), Andor| (2014) and Claeys et al.| (2014).



job search effort (Krueger and Mueller, 2010; Le Barbanchon, 2016} Le Barbanchon et al., [2019).
Furthermore, several studies have shown that around the time benefits are expired, the job search
rate increases (Moffitt, |1985; Katz and Meyer, [1990; Card et al., 2007). However benefit duration
seems to imply very small labour supply effects (see Krueger and Meyer| (2002)) for a survey). The
introduction of an EMU-UI, that could change levels, duration and eligibility of benefits, needs to
be evaluated on the ground of employment and social protection. This is particularly important to
compare countries in order to identify the diverging effects that such a reform could have.

Anticipating our results, we show that the labour supply implications differs quite much re-
garding the designs of EMU-UI. We find that a flat-rate EMU-UI which tends more towards a
Beveridgian model would imply very strong disincentive to work, even though the poverty reduc-
tion associated is consequent. A basic EMU-UI, fully contribution-related, would allow to limit
much more the distortions on the labour market in most countries but would have limited effects
on poverty and inequality. An EMU-UI with a common replacement rate, articulated with floor
and ceiling amounts, would allow for upward convergence as it would reduce strongly poverty and
inequality in several countries, especially in countries where poverty rates tends to be high, while
not inducing too strong labour supply reduction.

The rest of the paper is organized as follows. Section 2 presents the EMU-UI proposal and the
various scenarios. Section 3 develops the empirical strategy and presents the data. The results
of the structural labour supply model are presented in Section 4 along with estimated elasticities.
Section 5 presents the employment effects of the introduction of an EMU-UI and Section 6 shows

how poverty and inequality are affected. Conclusions are drawn in Section 7.

2 The EMU-UI

In the recent years, the introduction of a European unemployment insurance scheme have been
discussed in the economics literature and the policy debate. As exposed by Dolls et al. (2018)),
three different systems have been proposed. The first proposal is a common EMU-UI scheme,

also called a "genuine" system, that would partly replace national UI schemes and would introduce



common minimum standards and basic level of insurance, as considered by Dullien|(2014), [Strauss
et al. (2013)), /Andor (2014)) and the European Commission (2014, 2014). In this scheme, benefits
could be topped up by additional payments from national unemployment insurance systems. This
system would only cover short-term unemployment and in order to preserve incentives for national
policy-makers, long-term unemployment would not be covered. An alternative to this proposal
would be an "equivalent" system that consists of transfers between members states in case of large
economic shocks (Beblavy and Maselli, [2014; Beblavy et al., [2015; (Carnot et al., 2017). This
would take the form of a re-insurance system. Such system would only be triggered if the level
of unemployment reaches some predetermined level. A last option considers a system in which
the EMU-UI scheme complements the national systems by providing additional benefits, which
would either top up national benefits or kick in if national benefits were to expire. The "genuine"
system seems more challenging than an "equivalent" system as it would imply harmonisation of
unemployment benefits systems (Esser et al., 2013). At the same time, a "genuine" system would
allow for upward convergence of national Ul systems beyond its stabilisation function, as there
are sizable gaps in terms of accessibility to unemployment benefits between countries (Jara et al.,
2016).

In this paper, we are mainly concerned with the first proposal which is also the one that has been
largely studied, both in terms of stabilizing effects (Dullien, |2013; Dolls et al., [2016; Beblavy and
Lenaerts, 2017) and income protection (Jara and Sutherland, 2014} |Jara et al.,|2016). In particular,
several features of a EMU-UI system have been widely discussed and recent debates have focused
on the degree of eligibility or the generosity of transfers. Although those aspects are important in
terms of budget size and stabilisation properties, from an individual viewpoint, other characteristics
such as benefit duration and replacement rate could also affect income protection of workers or
incentives to work. If the main goal of an EMU-UI system is to stabilise the economy, it should
only cover the cyclical part of unemployment and avoid financing the frictional unemployment and
the long-term unemployment. Thus it is commonly accepted that the benefit duration should be

between three to twelve monthg? Regarding the benefit’s replacement rate, the most considered

4In practice, this could be administratively complex to hang from national to supranational scheme in the third
month of unemployment. It could be easier to start EMU-UI payments from the first month of unemployment, as
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proposal is a replacement rate of 50% of previous gross earnings. This level has been shown to be
sufficient to avoid unemployment trap (Krueger and Mueller, 2010). However floors and caps are
also considered® Finally, the eligibility rules, determined as the number of months an individual
should contribute in order to be entitled to benefits, may matter too. It is usually accepted that the
conditions to access benefits should be light and most proposals consider 3 months of contributions
over the last year.

Depending on the choice of parameters for these key features, we may expect different effects in
terms of incentives to supply labour and or redistribution and income protection. In the following,
we follow proposals by [Beblavy and Lenaerts (2017) as well as|Jara et al. (2016) and simulate four
different reform scenarios. In the first three scenarios, we vary the key features of an EMU-UI
scheme that would partly replace national unemployment insurance systems. In the fourth scenario,

we consider an EMU-UI scheme that would completely substitute to national systems:

» Scenario 1 (Basic EMU-UI) focuses on a basic benefit with a replacement rate of 50% of
previous gross individual earnings available to all currently employed up to age 64. Workers
need to have contributed during at least 3 months during the last 12 months. The benefit

covers eligible individuals from the 1st to the 12th months of unemployment.

* Scenario 2 (Floor and ceiling EMU-UI) introduces to Scenario 1 ceilings and floors applicable
to unemployment benefits. The latter are bounded between 30% of national average earnings

and a ceiling at 150% of national average earnings applie®

* In Scenario 3 (Flat-rate EMU-UI), we keep the same parameters as in Scenario 2 but the
generosity level is changed. Instead of a replacement rate determined by individual earnings,
the benefits are now set by a flat rate of 50% of average national earnings. This reform aims

at looking at the effect of a kind of Beveridgian system.

suggested by Beblavy and Lenaerts| (2017).

SFor example, Beblavy and Lenaerts| (2017) propose a capping at 150% of national average earning. [Jara et al.
(2016) also consider a floor at 30% of national average earning. |Delplal (2012)) propose a capping at 2000 euros per
months for every country.

¢In our simulation, we use the Eurostat data from the Structure of earnings survey 2018 on mean employment
earning per month to determine these national floors and ceilings.



In these first three scenarios, the EMU-UI is topped-up by national systems and consequently there
is no reduction of benefit generosity. Differently said, all countries benefit from the EMU-UI and
national systems simply transfer the difference between their own benefit level and the EMU-UI
benefit level to unemployed individuals. In order to study a full harmonisation of national UI
systems in the Eurozone, we simulate a last scenario with a complete substitution of national Ul

system by a EMU-UI:

* In Scenario 4 (Full substitution EMU-UI) , we then simulate a basic EMU-UI with the same
characteristics as Scenario 1 which fully replaces national Ul. This means that the EMU-UI

is not topped-up by national systems.

3 Empirical strategy

3.1 The structural labour supply model

In order to estimate the labour-supply response to the introduction of the EMU-UI, we opt for
a structural discrete choice model (Blundell et al., 2000; van Soest, [1995). This approach is
convenient because it allows to apply quite general specifications of the utility function and the
budget constraint. Especially it provides a straightforward way to account for the nonlinear and
nonconvex budget sets of complex tax and benefit systems when modeling individual and joint
labour supplies of couples. One important aspect of the framework is that the choice set is
discretized; that is the individual decision of labour supply is restricted to a set of alternatives,
which allow to represent non-participation (inactivity), part-time and full-time working so that
both extensive and intensive margins are estimated.

We model the labour supply decision of individuals defined as being the utility maximizing
choice between a set of discrete hours choices. Let U(C, H", H") denote the utility function of the
household, where C is the household consumption and H" and H™ are spouses’ work hours, women
and men respectively. Accordingly, the utility of a couple i at each discrete choice j = 1,...,J can

be written as:



U,'j = V(C,'j, HZ-Z, Hl-vj‘-},

Z;) + €
where V;; is a deterministic function which depends on households’ characteristics and the
alternatives and ¢; is a random error term. If ¢; is assumed to be identically and independently

distributed across alternatives and households according to an EV-I distribution, the probability

that alternative j is chosen by household i is given by (McFadden, 1974):

exp V(Cyj, H}, H}Y, Zi)

Zi:]_ eXp V(Cik’ Hln]:’ H;Z,

Z;)

Identification is conditional on the a-priori functional form of the structural utility term. In line
with \van Soest| (19935)) and Blundell et al.| (2000)), the deterministic utility function of a couple has

the following functional form:

Vij =B.iCij + ﬁCCCZ'Qj + Bu, il + B, + B, (H; 2+ Bhy (H >+ Ben, CijHj; 0
+ Ben, CijHj + B, Hi H — o « 1(H;} > 0) — ) = 1(H}} > 0)
where a/jW and a;?1 are fixed costs equal to zero in case of inactivity of the spouses (Hl.’}1 =0
or H;JY = 0) and non-zero for Hl?;.1 > 0 or H;]V > (0. The introduction of these fixed costs of
working improves the fit of the model but also implicitly accounts for difference in demand side

constraints and the availability of jobs. We assume that preferences vary across households through

taste-shifters on coefficients on consumption and work hours:

Bei = B + 25 Be + vi 2)
Bhi = Bow + 2 Brw 3)
Bhi = Bom + 2" Brm 4)

where z{, z" and z;" are vectors including polynomial form of age, number of children, presence
of young children and presence of elderly in the household. The term S, also incorporates

unobserved heterogeneity, in the form of a normally distributed term v;, this to allow random taste



variation and unrestricted substitution patterns between alternatives.

The model is estimated by allowing choice between four alternatives for each individual, which
corresponds to J = 4 = 4 = 16 alternatives in total for the couple’} The alternatives are: Non-
Participation (0 hours of work), Part-time work (1-29 hours of work), Full-time work (30-49 hours
of work) and Over-time work (50+). In the case of singles, we restricted the option set to four
alternatives of working hours and we estimate the same model except that H;JV is excluded.

For each discrete choice, disposable income (equivalent to aggregate household consumption
in a static framework) is calculated as a function of hourly wage rate (w;), women and men earning
hours (HZ.’, HIY;), non labour income (y;) and household characteristics (z;). The consumption

function can then be theoretically derived as follow:

C,'j = d(WlmHm

wryw
lj’wi Hljaybzl)

The function d is calculated using the tax-benefit microsimulation EUROMOD that we describe
in the next section. The approach provides a straightforward way to account for the nonlinear and
nonconvex budget sets of complex tax and benefit systems when modeling individual and joint
labour supplies of spouses (Bargain et al., 2010). With the help of EUROMOD, we simulate
the disposable income for each worked hours in order to compute the budget constraint. Wage
rates for women and men in each household i (w;", w") are calculated by gross earning divided by
working hours. In order to predict wages for non-workers, we estimate a Heckman-corrected wage
equation, which allow to take into account the differences in characteristics between workers and
non-workers®| In order to reduce the problem of division bias (Borjas|,[1990), we use the predicted
wages for all observations®} Finally, we incorporate the wage prediction error in the labour supply

estimation to avoid inconsistent estimates of the structural parameters (van Soest, |1995).

7We chose this set of hours in order to alleviate the computational burden especially for the estimation for couple.
We find a similar fit of the model with this set of hours compare to a larger set such as 7 discrete choices. Bargain et al.
(2014) estimated a structural labour supply model for European countries and found that results was similar with 13, 7
or 4 hours categories.

8Results are presented in Tables E‘ and m the Appendix.

9see also Aaberge et al.[(1999) and Bargain et al|(2014). This two-stage procedure is common practice (Creedy
and Kalbl 2005)).



3.2 Data and tax-benefit microsimulation

The analysis makes use of the tax—benefit microsimulation model EUROMOD that is based upon
harmonized EU-SILC data (European Union Statistics on Income and Living Conditions). Datasets
have been harmonized in the sense that similar income concepts are used together with comparable
variable definitions. The EUROMOD model makes use of detailed information on household
composition, characteristics of household members and their incomes from the EU-SILC to create
common definitions of income concepts that allow for a very detailed and harmonized micro—level
calculation of taxes and beneﬁts Thus, EUROMOD allows simulating the fiscal and social
policies in place in all European countries by calculating the entitlement and tax liabilities for
each individual in each household. By calculating the disposable income of each individual with
nationally representative micro data, the microsimulation model is useful to perform comparative
distributional analysis between EU countries, as well as to assess the budgetary and work incentive
effects of policy reforms. Indeed EUROMOD allows for counterfactual ex-ante simulations.
EUROMAOD covers 28 countries of the European Union but we focus on the 19 countries of the
Eurozone that are concerned with the possibility of a common unemployment insurance system.
We also focus on the 2018 tax-benefit rules of the countries using the underlying micro-data from
2016 (EU-SILC 2016). Market incomes and non-simulated tax-benefit instruments in the data are
adjusted to 2016 levels using source-specific updating factors. For the estimation of labour supply,
we restrict our sample to individuals aged between 16 to 64 years old who are neither students,
self-employed, disabled or retired. We do not considered self-employed individuals as they are
excluded from the EMU-UI] they are not affected by the reforms. We also exclude self-employed

due to the difficulty to measure working hours and wages for this type of workers. We distinguish

10The results presented here are based on EUROMOD version 13.0+. Originally maintained, developed and
managed by the Institute for Social and Economic Research (ISER), since 2021 EUROMOD is maintained, developed
and managed by the Joint Research Centre (JRC) of the European Commission, in collaboration with EUROSTAT and
national teams from the EU countries. We are indebted to the many people who have contributed to the development
of EUROMOD. The results and their interpretation are the author’s(’) responsibility. For more details on EUROMOD,
see Sutherland! (2001) and |Sutherland and Figari| (2013)).

UTn most EMU-UI proposals, self-employed are excluded from it as many self-employed do not have access to
current national Ul (and do not pay contributions) or have access to specific unemployment assistance. We based
mainly our reform scenarios on EMU-UI alternatives simulated by Beblavy and Lenaerts| (2017) and none of them
include self-employed.



between four groups: single women, single men, women and men in couple.

Table[I|presents descriptive statistics of the relevant variables for couples and singles, separately
for men and women. Working hours are quite heterogeneous between countries, especially for
women in couple. The number of working hours of women in couple is particularly low in
Greece, Ireland, Malta, Netherlands and Italy with averages around 20-23 hours per week. This is
essentially due to low labour market participation in these countries. In comparison, in Finland,
France, Estonia, Lithuania Latvia and Slovakia, the participation rate of women in couple is much
higher and they work more than 30 hour a week on average. There is less disparities between
countries in terms of working hours for men in couple which ranges between 33 to 39 hours per
week on average with a mode around 35. Participation rates of married men are higher than 80% in
all countries, exception made for Belgium, Greece and Portugal. Working hours and participation
rates for single women tends to be higher than women in couple, even though they are very low
in Greece, Ireland, Malta and Netherlands to a lesser extent. Working hours and participation for
single men are also very low in Greece, Finland and Ireland in comparison to other countries.

Hourly wage rates, which are estimated and predicted for both observed and unobserved wages
in the sample (see [3.1] for more details regarding the wage estimation procedure), are on average
lower for women than for men. The lowest levels are observed in Slovakia, Latvia, Lithuania and
Estonia for which it is lower than 7 euros. In most countries, we find lower predicted wages for
married women than single women, which is in line with common findings. We predict particularly
high wage rate in Luxembourg, the Netherlands and Belgium. In order to make comparison between
countries, we will present how sensitives are labour supply choices regarding those predicted wages
in the next sections.

Finally, the age is similar in countries of the sample with an average age of 45 years. The
composition of the household changes between countries with a number of children for couples

going from 0.3 in Slovakia to 1,3 in Ireland.
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Table 1: Descriptive statistics

AT BE CY DE EE EL ES FI FR IE IT LT LU LV MT NL PT SI SK
Single women
Age 434 46.1 453 485 476 49.6 485 464 458 47.6 48.1 492 444 474 485 49.0 48.8 449 473
# of children 032 044 022 021 031 0.17 028 030 046 058 021 029 034 039 035 022 030 035 0.30
Hourly predicted wage 15.01 142 90 175 41 9.6 148 194 303 63 6.7 27 185 43 79 218 84 130 74
Weekly hours 313 239 306 302 38.0 162 246 31.0 304 185 268 339 292 36.1 189 23.1 292 328 362
Participation rate 879 70.1 763 84.6 972 419 681 870 837 62.1 752 893 79.1 92.1 50.7 755 744 83.7 915
Single men
Age 41.9 435 435 469 428 423 4477 422 433 477 439 46.6 419 448 435 458 459 445 450
# of children 0.01 0.09 0.04 0.03 0.03 0.01 004 005 0.12 005 0.02 0.03 0.03 0.05 0.02 0.04 0.06 0.04 0.02
Hourly predicted wage 16.0 16.1 133 190 4.0 7.8 139 246 305 52 76 21 204 45 89 211 92 143 80
Weekly hours 36.4 31.1 33.0 346 372 27.1 316 29.7 339 250 328 313 383 344 357 316 306 331 350
Participation rate 919 813 82.6 851 90.8 662 80.7 79.5 883 68.7 87.6 822 913 87.8 879 86.1 743 82.5 839
Couple women
Age 414 41.0 42.6 459 433 440 439 439 419 43.0 434 483 40.1 447 41.8 457 442 424 473
# of children 069 0.79 0.79 046 0.68 0.66 0.69 0.70 0.78 127 0.71 042 0.76 0.60 0.70 0.63 0.63 0.85 0.30
Hourly predicted wage 36.0 81 172 42 80 125 333 182 102 49 49 262 24 97 376 135 221 42
Weekly hours 26.0 248 24.6 257 31.7 204 260 319 300 204 227 340 270 313 222 223 29.7 312 362
Participation rate 82.6 733 69.6 79.1 82.6 535 732 881 844 662 69.7 829 757 809 623 81.7 757 79.7 915
Couple men
Age 42,6 414 435 469 434 454 439 453 429 435 438 477 413 433 41.8 47.1 44.0 428 450
# of children 069 079 079 046 0.68 0.66 0.69 070 0.78 127 0.70 042 0.76 0.60 0.70 0.63 0.63 0.85 0.02
Hourly predicted wage 20.1 39.7 9.7 21.1 54 89 131 449 215 131 65 49 261 3.1 11.1 377 158 21.7 4.7
Weekly hours 39.0 332 329 354 36.8 34.0 355 363 359 330 348 34.0 373 356 372 349 342 369 350
Participation rate 90.9 79.8 813 84.0 894 747 857 89.6 872 822 875 839 854 874 873 904 78.8 88.1 839




4 Estimation results

The labour supply model presented in Section |3.1]is estimated for each country and separately for
couple and single men and women. We present the results in two steps. First we comment on the
structural model estimation and its power to replicate the observed labour supply. We then compare
labour supply elasticities across countries. Elasticities of labour supply to exogenous changes in

budget constraints will be key to evaluate the impact of the reforms.

4.1 Labour supply estimates

Table [A.3] to [A.T1] in the appendix present the results of the estimations separately for men and
women and according to marital statug™] Although the coefficients of a discrete choice model have
a few intuitive interpretation and little can be said about their magnitude, the signs of the coefficients
are broadly in line with previous findings. As expected, the presence of children in the household
reduces the probability to work for women in all groups and in most countries. On the contrary,
the presence of elderly decreases preference for leisure of women. Taste shifters related to age are
not always significant and do not display clear patterns. Interestingly, the fixed cost of work is
negative and significant for both singles and couple, suggesting some disutility associated to work.
As pointed out by Bargain et al.| (2014), we cannot directly compare preferences across countries,
given the large number of model parameters but we will compare labour supply elasticities in the
next subsection.

The pseudo-R? and the log-likelihood of the estimations show that the fit is rather good. The
pseudo-R? is about 0.35 on average for single women and men and 0.4 for couples. In order to
judge the prediction power of the model, Table [2] compares average observed and predicted hours
of work. On average, the model almost perfectly fits the data both for men and women in many
countries. There are some exceptions like single women in Portugal, Italy and Spain or single men
in Spain and Lithuania for which the discrepancy is relatively high (around 5%). For couples, the

fit is much better than for singles in every country. Overall the model performs relatively well in

12Tableand in the appendix presents also the results of the estimation of the wage equation for women and
men respectively.
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predicting observed labour supplies.
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Table 2: Average observed and predicted hours of work

Country AT BE CY DE EE EL ES FR FI IE IT LT LU LV MT NL PT SI SK

Single women

Observed 322 255 318 308 37.6 235 227 31.8 324 187 279 334 300 356 194 239 31.1 341 362
Predicted 327 263 333 305 383 227 215 325 327 183 294 331 295 352 201 234 332 341 359

Gap percentage 15 32 49 -10 21 -37 -51 22 08 -22 53 -09 -15 -10 32 -18 67 00 -06

14!

Single men
Observed 357 30.6 31.6 330 372 329 283 297 354 219 265 29.1 36.7 347 36.1 316 31.1 348 343
Predicted 369 356 326 321 380 319 305 31.7 359 228 272 309 385 335 354 313 31.6 340 339

Gap percentage 3.5 163 30 -27 22 -29 78 65 1.3 43 28 64 49 36 -22 -10 16 -24 -13

Couple women

Observed 27.0 255 255 254 312 200 264 326 314 219 234 234 263 303 235 236 299 314 282
Predicted 272 253 260 257 322 195 267 324 315 226 238 235 269 305 231 233 304 326 281

Gap percentage 0.9 -0.7 2.2 14 30 -24 11 -08 03 30 19 08 21 06 -1.7 -14 17 35 -02

Couple men

Observed 36.5 328 327 328 364 314 341 351 356 328 346 346 352 350 358 351 335 354 346
Predicted 364 33.1 328 332 375 317 343 358 359 328 348 345 347 356 354 358 335 355 346

Gap percentage -0.3 09 0.1 13 29 08 06 18 09 00 05 -03 -16 16 -1.1 21 -0.1 0.1 0.2




4.2 Elasticities

Another way to interpret the parameters of the model is to look at the labour supply elasticities.
Since the labour supply model is nonlinear, elasticities cannot be derived analytically but can be
calculated by numerical simulations using the estimation results. This is done by simulating the
impact of a marginal increase in income on hours of work and participation. The labour supply
elasticities provide a first insight into behavioural response to change in the household income and
they will be useful in determining the impact of reforms over countries.

We present both wages and income (unearned income) elasticities. In particular, we predict
the change in average working hours after a common uniform increase of 1% in net wages (or
unearned income)™| For couple, cross-wage elasticities are obtained by simulating changes in
individual hours when the spouse wage rates are increased. Usually the literature focuses on
women labour supply because women participation is lower and working hours are more variable
than men’s. Men’s labour supply is found to be very inelastic to small exogenous changes in the
budget constraint.

Figures [I] displays own-wage elasticitief™] Overall, the results are in line with previous
estimations (see Blundell et al., [2000; Bargain et al., 2014). In particular, elasticities for single
women show little variation between countries as it ranges from 0.06 to 0.84 (exception made
for Spain and Slovakia) and is less than 0.50 in many countries. Single men tend to have larger
elasticities than single women, in a range from -0,16 for the Netherlands to 0,87 for Lithuania. Net
wages elasticities are particularly high in Ireland, Lithuania and Slovenia for single men. Wage
elasticities for women in couple are higher than for single women. Married women are largely
studied in the literature and it is common results to find higher elasticities for them than single
women. For men in couple, results are more compressed, with own-wage elasticities ranging
between -0.2 and 0.8. Figure [2] displays cross-wage elasticities for couples. They are smaller in
absolute value than own-wage elasticities and they are a little smaller for men than for women.

Finally Figure [3|presents income elasticities. As often, income elasticities are very small and close

13We find similar elasticities with an increase of 10%.
14Tables and in the appendix present fully detailed estimations of the elasticities.
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to zero. They are negative for a lot of countries.
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Figure 2: Cross-wage elasticities
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Figure 3: Income elasticities

5 Employment effects of an EMU-UI

Our empirical framework is used to study how the different scenarios of reform might impact labour
supply and employment. Figures @] to[6|present the effect of each scenario on the non-participation
rates, the share of full-time equivalent workers and the mean hours of work in each country
respectively. The variation is calculated taking the situation before the reform as the baseling'3]

We find strong differences across countries and between scenarios of reform. Overall, the
results show that the implementation of an EMU-UI would have a strong disincentive effect to
work in Portugal, Belgium, Lithuania and Greece for both single and couple individuals. On the
contrary, the EMU-UI would have low or no impact on labour supply in Austria, Estonia, Finland,
Slovenia, Slovakia.

In particular the effect of the reforms differs according to gender and marital status. In Greece

15]n the appendix, Tablesandpresent the employment level and the number of hours worked as measured
by the number of full-time equivalent positions for singles and couples respectively and for each scenario. Tables[A.T4]
and [A.T5] also show the variation of FTE in percentage for each scenario. Table [A.T6| presents the variation in the
labour force participation and Table @]presents the change in the average means hours worked.
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and Italy, we find much stronger labour supply reaction for both single and in couple women. This
is especially true for the flat-rate EMU-UI (Scenario 3) and the full substitution EMU-UI (Scenario
4), which both includes flat amounts. The resulting impact can be explained by the difficulty for
women to obtain subsequent unemployment benefits without floor amount. For example, in Italy,
the share of women working part-time tends to be high. For single individuals, most reforms affect
only women in Slovenia and Slovakia. On the contrary, the labour supply reaction is stronger for
single men than women in Belgium, Spain, Lithuania and Portugal.

Looking at each scenario separately, we see that the basic EMU-UI (Scenario 1) does not
imply much changes in labour market participation and hours of work except in Belgium and
Portugal. There is no labour supply reactions in Germany, Estonia, Finland, Netherlands, Slovenia
and Slovakia. While we find an increase of the non-participation rate at around 0.1-0.2% in most
countries, it increases by around 0.7% and 0.9% in Belgium and Portugal respectively (see Appendix
)A.16). In this scenario, it appears that the introduction of an EMU-UI increases the generosity
of unemployment benefits for all unemployed in Portugal. Particularly, unemployment benefits
almost double for Portuguese single men and consequently we observe an important reduction of
the number of FTE for that category (-3.11%, see Appendix [A.14)J™® For the rest of the countries,
we observe a small reduction in FTE which is mainly driven by single women who reduce their
number of hours of work. With the introduction of the EMU-UI, the disposable income under
unemployment is close to the income level under part-time employment which increase the relative
utility of non working.

The floor and ceiling EMU-UI has a much more important effect on employment even if the
impact remain low in most countries. Overall, the floor and ceiling EMU-UI induces an increase
in non-participation rates in almost all countries, except for Finland. Compared to a basic EMU-UI,
Lithuania and Greece are much affected by the introduction of the floor and ceiling.

The flat-rate benefit is rather different than the two first scenarios and introduces a flat-rate

benefit. This reform has a much stronger impact on the labour supply and reduces the number of

6Interestingly, most single individuals who change their labour supply are older than 50 and goes from full-time
working to non-participation. This is true in many countries of the sample. Being closer to retirement thus has an
impact which is not surprising given the important effect of the variable age in the labour supply model.
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FTE in most countries. The drop is important in Belgium, Lithuania, Latvia, Malta, the Netherlands
and Portugal. In particular, single individuals are strongly affected by the reform with a decrease
of FTE around 1.20% to 2% for single men in many countries and even 3.2% in Lithuania. Single
women are also affected with a decrease of about 2% in Belgium and Italy. Couples are affected
although less strongly. This reform seems to imply strong distortions on labour markets in almost
all Eurozone countries. Overall, we can see from Figure [] that the mean hours decrease by more
than 0.25% in 8 Eurozone countries.

Finally, on top of these 3 different scenarios, the full replacement EM U-UI introduces a complete
harmonisation of national UI systems and propose to implement a single EMU-UI which replaces
national systems. The effect is rather different to what the three first reforms implied. We observe
an increase of the labour supply (FTE) in Estonia, Finland, Ireland, Italy, Lithuania and the
Netherlands. This is mainly due do the reduction of the generosity of unemployment benefits under
the EMU-UI compared to the national system. We can see from Figure | that the non-participation
rates decrease in Ireland, Lithuania, Italy and the Netherlands at around 0.2-0.5 percentage points.
These countries have quite generous benefits. However, the EMU-UI is still more generous than
the national system in certain countries and thus Scenario 4 also implies negative labour supply
response in Belgium, Spain, Latvia, Malta and Portugal.

Thus the EMU-UI seems to affect countries differently. However Belgium, Portugal, Latvia,
Lithuania, Cyprus and Malta are the six countries for which there are considerable variations in
labour supply. The reasons of such an impact are different according to the country. In Portugal,
for example, we observe a high increase in generosity of benefits for all unemployed, especially for
single men. Most single individuals who change their labour supply in our simulations go from
full-time to non-participation and are older than 50 year old. This age effect is also observed in
Belgium and Lithuania for which we find a decrease in labour supply mainly for single men above
50 years old. In Cyprus, we find that many women with young children and working part-time
decrease their labour supply. Women in couple who changed their working hours have more
children and their partner’s earnings tend to be higher compared to women who did not change

their labour supply after the reform. We also observe the same mechanism for Malta. We find very
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strong labour supply reduction in Belgium, especially for single men for which the EMU-UI tends
to increase a lot their disposable income. As said before, we also observe an age effect. The share
of older unemployed in Belgium tends to be high, which is confirmed here as many of individuals
who reduce their working hours are above 50 years old. This drop in labour supply could also be
explained by the entitlement conditions to access to national UI which tends to be relatively strict
in Belgium and are now relaxed with EMU-UI"7| Even though the duration and replacement rate of
UI benefit in Belgium are relatively generous, there is still individuals with low access to benefits
leading to relatively high share of unemployed individual at risk of poverty in Belgium™®|

In summary, the proposal of a basic EMU-UI has few effects on the participation rate and the
number of hours of work. The introduction of a floor and ceiling EMU-UI has also little impact
and does not induce important labour supply reactions. On the contrary, the flat-rate EMU-UI
leads to greater disincentive to work and we can expect such a reform to have quite strong labour
market distortions effects. The potential advantage of the floor and ceiling EMU-UI in comparison
to a basic EMU-UI is that it is designed to be more redistributive and could contribute more to
upward convergence in terms of social protection of workers between countries. The replacement
of national system by a full substitution EMU-UI has slight increase or no effect on labour supply.
However since the EMU-UI scheme is less generous than national Ul in several countries, it may

have redistributional implications, as we are going to see in the next Section.

17See more details on national UI systems in Table

18Tn 2018, the share of individual at risk of poverty (AROP) while unemployed was at 50.6% for Belgium, which
is above the EMU average. See Eurostat data: At-risk-of-poverty rate by poverty threshold and most frequent activity
in the previous year - EU-SILC and ECHP surveys. https://ec.europa.eu/eurostat/cache/metadata/en/ilc_esms.htm
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Figure 4: Effects of the reforms on the extensive margin
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6 Effects of an EMU-UI on poverty and inequality

We next look at the distributional effect of these four reform scenarios. To do so, we focus on two
measures: the Gini index and the standard headcount poverty rate estimated at a threshold of 60%
of median equivalised disposable incomes. Similarly to the previous section on labour supply, we
compare the four scenarios to a baseline. In the following, we present the total effects but Tables

[A.T8] and [A.T9| present also the effects of the three reforms on the Gini index for single women,

single men, and couples respectively.

Figure [7] and [§] show the variation in percentage of the poverty rate and the Gini index for the
introduction of each scenario compared to the baseline. The basic EMU-UI (scenario 1) implies a
reduction of poverty in almost all countries (11 out of 19 countries), exception made for Luxem-
bourg, Finland and Germany for which we observe a slight increase in poverty rates. In Ireland, the
Netherlands, Austria and Slovakia, we observe almost no poverty variation. We find a substantial
reduction in poverty under this basic EMU-UI in Belgium, Portugal, Italy and Lithuania with a
noticeable -2 percentage points decrease in Belgium. Under the floor and ceiling EMU-UI, we
observe a more important poverty reduction effect that affects many more countries than the basic
scenario. Overall, a floor and ceiling EMU-UI implies a reduction in poverty rates in all countries
except Slovenia, Malta and Luxembourg. The effect of the flat-rate EMU-UI on poverty is similar
to the floor and ceiling scenario but the poverty reduction tends to be slightly more important for
the Netherlands, Latvia and Germany. Otherwise, the poverty drop remains broadly the same. Not
surprisingly, a full substitution EMU-UI shows opposite effects. The poverty rates increase in eight
countries, although the change being small, except in Malta. However, we still observe a poverty
reduction in Belgium, Italy, Portugal, Lithuania, Greece and Slovakia. This means that the basic
EMU-UI that we consider here tends to be on average more ‘generous’ than the national UI systems

in those countries. It is indeed more efficient in tackling poverty.
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Figure 7: Poverty rates variation in percentage points

Figure [§] presents the variation in the Gini index. Overall, the income inequalities tends to
decrease in the first three scenarios, with a more important drop in floor and ceiling and flat-rate
scenarios. For the basic EMU-UI, we find a reduction of inequality in more than ten countries
with a particularly strong effect in Belgium, Portugal and Italy. If we look at details, we see that
this reduction is particularly high for single women and especially in countries where the Gini
index before the reform was high; i.e. in Belgium, Spain and Portugal. The reduction in Gini
is stronger under floor and ceiling EMU-UI and we find a decrease in all countries except for
Finland. The drop is particularly high in Belgium, Greece, the Netherlands, with a decrease at
around -6%, -4% and -2% respectively. We also find a reduction effect in Spain and Slovakia but
the decrease is a bit less than 1% for those countries. In the flat-rate EMU-UI, the effect of the
introduction of an EMU-UI is important and we observe a fall in income inequality of about 1%

in many countries. Except Finland and Slovakia, all countries experience a reduction if inequality.
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Finally, full substitution EMU-UI leads to an increase in Gini coeflicients in a series of countries.
However, this scenario has still a negative effect on inequality in Italy, Portugal and Slovakia.
Overall, these four scenarios have divergent redistributive implications. A basic EMU-UI
reduces poverty rates in several countries. It also reduces the inequality of income, as expressed by
the Gini coefficient, in almost half of the Eurozone countries. However, a floor and ceiling EMU-UI
implies much more reduction in poverty and inequalities and it affects many more countries and to
a higher extent. The redistributive effects of the flat-rate EMU-UT are of the same magnitude as
floor and ceiling alternative. This tends to show that a partially insurance-related benefit scheme
with floors and ceilings implies broadly similar reduction in poverty and inequalities than a fully

"beveridgian’ system with flat-rate EMU-UL
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Figure 8: Change in Gini coeflicient in percentage
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7 Conclusion

This paper assesses the implication of an EMU-UI on labour market and income distribution for the
Eurozone countries. We simulate four scenarios of reform using EUROMOD for the year 2018 and
estimate a structural discrete choice model of labour supply for both single and couple. The results
show that the introduction of an EMU-UI would have heterogeneous effects in terms of behavioural
adjustment between countries. We show that the intensity of the labour supply reaction depends
much on the marital status and gender, as in many countries, women in couple and single men tends
to have stronger reactions to the reforms. Our results also show that the introduction of a common
EMU-UI would decrease income inequalities and poverty in a majority of countries. Countries that
are characterised by quite unequal income distribution would benefit from EMU-UI, regardless of
the design of this scheme. In particular, an EMU-UI would reduce income inequalities in Greece,
Belgium, Spain and Portugal. We find also a significant drop in poverty rates after the reforms in
Belgium, Greece, Italy and Portugal.

One important finding is that the characteristics of the EMU-UI regarding eligibility or the
generosity of the benefits play a key role. A flat-rate EMU-UI inspired by a beveridgian system
would imply high disincentive to work in many countries combined however with a high reduction
in terms of poverty and inequalities. A second scenario, the floor and ceiling EMU-UI, shows
limited disincentive to work but it significantly helps fighting poverty of unemployed individuals.
Thus we show that a flat-rate benefit would have too strong negative labour supply effect even
though this would perform well to reduce inequality and poverty. An EMU-UI with floor and
ceiling would perform as well as the latter, while inducing broadly similar labour market distortion
as a fully insurance-based EMU-UL

Despite the potential stabilisation property of an EMU-UI, the recent crises has shown the need
for a greater convergence between countries regarding social protection and inequality reduction.
The recent Covid-19 crisis highlighted the need for greater protection of unemployed against
poverty. A lot of countries have taken measures during the crisis. Nine Eurozone countries

have extended or raised the unemployment insurance payments to ensure a minimum sustainable
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replacement rate{™ We observe today an increasing tendency of workers that have difficulty to
access sufficient level of social protection, including unemployment benefits. In addition, the share
of low-wage earners remains high in Europe (in 2018, 15.3% of employees were low-wage earners
in EU), meanings that these workers would have very low unemployment benefits revenues if the
system was fully earning-related.

The European Pillar of Social Rights (EPSR) highlighted the need for greater social protection
for all workers, having adequate unemployment benefits while not generating labour supply disin-
centives and reducing poverty rates in Europe. The recent Porto Social Summit which was held
on 7th of May 2021 rekindled the need for a common tool to consolidate a Social Europe. In this
summit, EU leaders signed a commitment to set new targets for 2030, in line with the EPSR in
which one of the objectives states that ’The number of people at risk of poverty or social exclusion
should be reduced by at least 15 million, including at least 5 million children” whereas in 2019,
around 91 million persons were still at risk of poverty or social exclusion in the EU and almost half
(48.7%) of unemployed persons were at risk of poverty after social transfers in 2016.

The EPSR reaffirms also states that *The unemployed have the right to [...] adequate unemploy-
ment benefits of reasonable duration, in line with their contributions and national eligibility rules.
Such benefits shall not constitute a disincentive for a quick return to employment.’

If policy makers want to meet the EPSR requirements regarding the reduction of poverty and
improve unemployment benefit systems performance at protecting better workers while limiting
the distortions on the labour market, our results show that it would be relevant to consider a floor
and ceiling EMU-UI which allows greater performance in fighting poverty combined with limited

labour supply reduction.

19For more details, see |[Fana et al. (2020).
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A Appendix

The Heckman-corrected wage estimation

influence wage directly. The Mill ratio, which is the ratio of the probability density function to the
cumulative distribution function from the probit regression, which is used in the OLS estimation

of wages.
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Table A.3: Labour supply estimates: Single women

(AT) (BE) (CY) (DE) (EE) (EL)
temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice
Cx
Age -0.084 0.540* 1.815 0.213* -0.071 1.578
(0.14) (0.27) (0.95) (0.10) (0.76) (0.85)
Age squared -0.000 -0.065* -0.203 -0.028* 0.022 -0.230*
(0.01) (0.03) (0.11) (0.01) (0.09) (0.10)
Number of children  -0.011 -0.081** -0.050 -0.040" 0.099 -0.174
(0.03) (0.03) (0.09) (0.02) (0.12) (0.16)
_cons -1.003 -1.422 -6.924** -0.972* 0.766 -1.015
(0.51) (0.91) (2.38) (0.33) (1.60) (1.75)
CxC
_cons 0.007** 0.006 0.028 0.003 -0.035 -0.014
(0.00) (0.00) (0.01) (0.00) (0.03) (0.03)
CxL1
_cons 0.008*** 0.003 0.019™ 0.005* 0.001 -0.010***
(0.00) (0.00) (0.01) (0.00) (0.01) (0.00)
Lix
Age -0.020 0.084 -0.000 0.042 -0.102 -0.050*
(0.05) (0.10) (0.11) (0.03) (0.12) (0.02)
Age squared 0.000 -0.008 0.003 -0.005 0.013 0.008™*
(0.01) (0.01) (0.01) (0.00) (0.01) (0.00)
Presence of children  -0.006 -0.025 0.034 0.013 0.009 0.029*
(0.02) (0.02) (0.03) (0.01) (0.03) (0.01)
# of children <2 y/o  0.079** 0.017 0.054 0.017 0.107* 0.028
(0.02) (0.02) (0.04) (0.02) (0.05) (0.02)
# of children <6 y/o  0.047*** 0.011 0.017 0.023** 0.007 0.009
(0.01) (0.01) (0.02) (0.01) (0.02) (0.01)
Presence of elderly  0.069*** 0.034* -0.003 0.027*** -0.029 -0.019*
(0.02) (0.02) (0.01) (0.01) (0.02) (0.00)
_cons 2.526™ 2,702 3.654* 2.180™ 3.257* 2.438*
(0.31) (0.43) (0.39) (0.16) (0.40) (0.14)
L1xL1
_cons -0.010***  -0.011™*  -0.014™*  -0.009***  -0.011"*  -0.009*"**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_cost -9.182***  -8.982**  -14.588™*  -8.459***  -8.825"*  -8.659"**
(0.78) (0.93) (1.25) (0.39) (0.86) (0.52)
sd_1
_cons -0.000 0.020 0.110™ 0.000 -0.065 0.001
(0.01) (0.01) (0.03) (0.01) (0.04) (0.08)
N 499 353 369 1512 453 923
pseudo R? 0411 0.234 0.498 0.276 0.514 0.337

Standard errors in parentheses
*p <0.05,* p <0.01, " p < 0.001
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Table A.4: Labour supply estimates: Single women

(ES) (FD) (FR) (IE) dT) (LT)
temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice
Cx
Age 0.820* 0.010 0.014 0.414~ 0.237 -0.171
(0.35) (0.14) (0.39) (0.21) (0.15) (0.78)
Age squared -0.085* 0.007 -0.003 -0.043 -0.025 0.009
(0.03) (0.02) (0.04) (0.02) (0.02) (0.08)
Number of children  -0.016 0.065 -0.012 -0.040** 0.004 -0.145
(0.02) (0.04) (0.08) (0.01) (0.02) (0.17)
_cons -1.922* -0.868** 0.593 -0.513 -0.483 2.587
(0.86) (0.33) (0.83) (0.51) (0.35) (1.93)
CxC
_cons -0.000 0.004** 0.004 -0.004 -0.001 -0.027
(0.00) (0.00) (0.01) (0.00) (0.00) (0.02)
CxL1
_cons 0.001 0.004* -0.005*** -0.001 -0.000 -0.008
(0.00) (0.00) (0.00) (0.00) (0.00) (0.01)
Lix
Age 0.102 -0.084** -0.046* 0.035 0.051 -0.038
(0.08) (0.03) (0.02) (0.08) (0.03) (0.07)
Age squared -0.006 0.011* 0.007* -0.001 -0.005 0.003
(0.01) (0.00) (0.00) (0.01) (0.00) (0.01)
Presence of children  0.025 0.017 0.034*** 0.007 0.007 -0.008
(0.02) (0.01) (0.01) (0.01) (0.01) (0.03)
# of children <2 y/o  0.004 0.028 0.038** 0.010 0.010 -0.028
(0.02) (0.02) (0.01) (0.02) (0.01) (0.03)
# of children <6 y/o  -0.021 -0.004 0.020* 0.016 -0.002 -0.019
(0.01) (0.01) (0.01) (0.01) (0.01) (0.02)
Presence of elderly ~ 0.023** 0.039* 0.006 0.016 -0.001 -0.015
(0.01) (0.01) (0.01) (0.01) (0.00) (0.01)
_cons 2.652* 2.520™ 3.033*** 2,714 -0.160 3767
(0.31) (0.18) (0.14) 0.41) (0.11) (0.38)
L1xL1
_cons -0.011***  -0.009***  -0.011™*  -0.010*** 0.000 -0.013***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_cost -10.136™*  -8.459***  -8.887***  -8.830™* 0.039 -11.619**
(0.67) (0.59) (0.46) (1.15) (0.35) (1.15)
sd_1
_cons -0.028*** -0.003 0.050 -0.000 0.001 -0.001
(0.01) (0.01) (0.03) (0.02) (0.02) (0.03)
N 798 654 1062 431 1505 229
pseudo R? 0.276 0.308 0.368 0.322 0.003 0.429

Standard errors in parentheses
*p <0.05,* p <0.01, " p < 0.001
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Table A.5: Labour supply estimates: Single women

(LU) (LV) (MT) (NL) (PT) (S (SK)
temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice

Cx

Age 0.285" -0.567 -0.459 0.185* 0.412 0.878 4.793
(0.13) (0.62) (0.55) (0.08) 0.51) (2.24) (3792.33)

Age squared -0.032* 0.056 0.024 -0.022** -0.046 -0.109 -0.649
(0.01) (0.07) (0.06) (0.01) (0.06) 0.27) (423.80)

Number of children  -0.007 0.055 -0.001 0.027 0.007 0.278 -0.046
(0.02) (0.10) (0.06) (0.01) (0.06) (0.55) (37236.84)

_cons -0.685 4.054* -5.647  -0.778"* -29117 2.253 -4.295
(0.38) (1.73) (1.65) (0.23) (1.46) (4.54) (8461.27)

CxC

_cons 0.001 -0.050* 0.054** 0.001™ 0.023 -0.144 -0.004
(0.00) (0.02) (0.01) (0.00) (0.01) (0.09) (1.00)

CxL1

_cons 0.001 -0.014* 0.042%* 0.003** 0.015* -0.012***  -0.000***
(0.00) (0.01) (0.01) (0.00) (0.01) (0.00) (0.00)

Lix

Age 0.035 -0.013 -0.206 0.063 -0.070 -0.089 -0.030
(0.07) (0.06) (0.16) (0.03) (0.10) (0.05) (0.07)

Age squared -0.001 0.001 0.019 -0.006 0.010 0.011* 0.004
(0.01) (0.01) (0.02) (0.00) (0.01) (0.01) (0.01)

Presence of children  0.005 0.003 -0.030 0.054** 0.011 0.035* 0.065*
(0.02) (0.02) (0.03) (0.01) (0.02) (0.02) (0.02)

# of children <2 y/o  0.088* 0.041" 0.094" 0.016 -0.013 0.028 0.079
(0.04) (0.02) (0.04) (0.02) (0.02) (0.03) (0.05)

# of children <6 y/o  0.004 0.026" 0.007 0.020 0.009 -0.014 0.017
(0.02) (0.01) (0.02) (0.01) (0.01) (0.02) (0.03)

Presence of elderly ~ 0.052** 0.006 0.032* 0.051 0.064** -0.026" -0.020
(0.02) (0.01) (0.01) (0.01) (0.02) (0.01) (0.01)

_cons 2211 3.677 1.487" 3.373* 2.355% 3.890** 4.383"
(0.32) (0.27) (0.60) (0.29) (0.32) (0.30) (0.33)

L1xL1

_cons -0.009***  -0.013**  -0.006***  -0.013™*  -0.009**  -0.013"**  -0.016"
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)

IND

fixed_cost -7.783"*  -11.686™*  -13.247** -11.558"* -10.857"* -11.941""* -14.572"*
(0.87) (0.71) (1.31) (0.83) (0.68) 0.97) (1.14)

sd_1

_cons 0.000 -0.001 -0.001 -0.000 0.063** -0.000 0.000
(0.00) (0.02) (0.01) (0.00) (0.02) (0.07) (21.47)

N 283 577 290 1164 682 311 1268

pseudo R? 0.317 0.458 0.537 0.307 0.322 0.499 0.636

Standard errors in parentheses
*p <0.05,* p<0.01, " p < 0.001

38



Table A.6: Labour supply estimates: Single men

(AT) (BE) (CY) (DE) (EE) (EL)
temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice
Cx
Age 0.154 -0.041 0.225 0.034 1.475 -0.687
(0.26) (0.56) (0.56) (0.12) (1.37) (1.38)
Age squared -0.021 0.009 -0.037 -0.005 -0.153 0.085
(0.03) (0.07) (0.06) (0.01) (0.14) (0.16)
Number of children  -0.893 0.092 -0.034 -0.018 0.048 0.321
(0.87) (0.09) (0.49) 0.11) (0.53) (1.27)
_cons -2.006* 0.237 -1.418 -0.532 2.123 3.795
(0.87) (1.97) (1.29) (0.34) (2.59) (2.95)
CxC
_cons 0.013* 0.003 0.012 0.003 -0.074 -0.093
(0.0 (0.01) (0.01) (0.00) (0.05) (0.05)
CxL1
_cons 0.011* 0.001 0.006 0.004* -0.027 -0.014***
(0.00) (0.01) (0.00) (0.00) (0.02) (0.00)
Lix
Age -0.056 -0.154 0.006 -0.004 0.360 -0.017
(0.08) (0.21) (0.15) (0.03) 0.27) (0.02)
Age squared 0.006 0.024 -0.002 0.002 -0.038 0.003
0.0 (0.03) (0.02) (0.00) (0.03) (0.00)
Number of children -0.492 -0.001 -0.060 -0.060 -0.060 -0.014
(0.39) (0.06) (0.22) (0.06) (0.13) (0.03)
Presence of elderly 0.021 0.008 0.045™ 0.005 0.008 -0.014**
(0.03) (0.02) (0.01) (0.01) (0.02) (0.00)
_cons 2.428%** 3.850"** 2.366*** 2.601** 2.807** 2.514%
0.31) (0.94) (0.48) 0.17) (0.56) 0.14)
LixL1
_cons -0.009*** -0.013*** -0.009*** -0.010™** -0.012*** -0.009***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_cost -9.958**  -11.020"* -10.262*** -11.753***  -9.122*** -8.828***
(0.90) (1.26) (1.28) (0.55) (1.05) (0.53)
sd_1
_cons 0.035* 0.067** 0.021 -0.000 0.032 -0.000
(0.02) (0.02) (0.02) (0.01) (0.06) (0.06)
N 444 280 172 1003 267 782
pseudo R? 0.366 0.294 0.329 0.353 0.404 0.361

Standard errors in parentheses
*p <0.05,* p <0.01, "™ p < 0.001
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Table A.7: Labour supply estimates: Single men

(ES) (FR) (FD) (IE) (IT) (LT)
temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice
Cx
Age 0.204 0.198 -0.806 -1.359 -0.058 0.256
(0.29) (0.20) (0.63) (0.80) (0.16) (1.54)
Age squared -0.019 -0.015 0.114 0.137 0.006 -0.038
(0.03) (0.02) (0.08) (0.08) (0.02) (0.16)
Number of children  -0.045 -0.030 0.279 0.136 -0.044 -1.419
(0.10) (0.07) (0.24) (0.14) (0.06) (1.23)
_cons -0.425 -2.397*** 2.197 3.656 0.050 0.570
(0.80) (0.65) (1.28) (2.35) (0.35) (4.45)
CxC
_cons 0.001 0.008** -0.014 0.000 0.001 0.000
(0.00) (0.00) (0.02) (0.01) (0.00) (0.05)
CxL1
_cons 0.001 0.012%** -0.006™** 0.002 0.000 0.001
(0.00) (0.00) (0.00) (0.01) (0.00) (0.01)
Lix
Age -0.097 -0.081 0.033 -0.395 -0.014 0.053
(0.09) (0.05) (0.02) (0.33) (0.04) (0.12)
Age squared 0.017 0.012 -0.002 0.045 0.001 -0.006
0.0 (0.01) (0.00) (0.04) (0.00) (0.01)
Number of children -0.026 -0.058 0.018 -0.023 -0.010 -0.316
(0.06) (0.05) (0.01) (0.09) (0.02) (0.24)
Presence of elderly  -0.004 0.007 -0.006 -0.025 -0.006* 0.000
(0.01) (0.02) (0.01) (0.03) (0.00) (0.01)
_cons 2.563*** 1.853*** 3.114%* 3.633** 0.103 2.835%*
(0.35) (0.27) (0.15) (1.26) (0.12) (0.63)
LixL1
_cons -0.009*** -0.007*** -0.012*** -0.009** -0.000 -0.011***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_cost -8.611*** -8.336"**  -10.909***  -9.560*** -0.330 -9.263***
(0.71) (0.69) (0.58) (1.83) (0.38) (1.60)
sd_1
_cons 0.033* 0.049*** -0.131 0.048 -0.000 0.001
(0.0 (0.01) (0.08) (0.02) (0.01) (0.03)
N 457 615 854 205 1231 107
pseudo R? 0.204 0.237 0.464 0.328 0.003 0.292

Standard errors in parentheses
*p <0.05,* p <0.01, "™ p < 0.001
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Table A.8: Labour supply estimates: Single men

(LU) (LV) (MT) (NL) (PT) (S (SK)
temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice temp_choice
Cx
Age 0.305 -0.136 -0.522 0.089 -0.813 2.154 1.136
(0.22) (0.80) (0.59) (0.11) (0.54) (2.23) (580.24)
Age squared -0.032 0.008 0.057 -0.010 0.084 -0.203 -0.139
(0.03) (0.09) (0.07) (0.01) (0.06) (0.26) (62.36)
Number of children  0.004 0.185 -0.212 0.028 -0.026 -0.077 0.000
(0.07) (0.39) (0.38) (0.05) (0.16) () ()
_cons -1.000 2.984 -8.042%*  -1.145™* -3.132* 1.147 -1.934
(0.66) (2.69) (2.28) (0.30) (1.54) (4.51) (1386.68)
CxC
_cons 0.000 -0.016 0.076™* 0.002** 0.052** -0.330" -0.002
(0.00) (0.03) (0.02) (0.00) (0.01) (0.15) (0.37)
CxLI1
_cons 0.003 -0.018 0.055* 0.006™** 0.033* -0.013***  -0.000"**
(0.00) (0.01) (0.01) (0.00) (0.01) (0.00) (0.00)
Lix
Age 0.096 0.011 -0.166 0.011 -0.131 0.009 -0.080
(0.18) (0.08) (0.12) (0.05) (0.08) (0.04) (0.08)
Age squared -0.006 -0.001 0.018 -0.000 0.015 0.000 0.010
(0.02) (0.01) (0.01) (0.01) (0.01) (0.00) (0.01)
Number of children  -0.004 0.038 -0.293 0.017 -0.025 0.007 0.148™
(0.07) (0.05) (0.22) (0.04) (0.03) (0.04) (0.05)
Presence of elderely ~ 0.040 0.005 0.017 0.008 0.029** -0.014 -0.036™
(0.03) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)
_cons 1.736™ 3.664" 0.853 2.833* 1.725* 3.676™ 5.075*
(0.60) (0.42) (0.59) (0.25) (0.34) (0.27) (0.49)
L1xL1
_cons -0.008™*  -0.014** -0.004* -0.011™*  -0.006**  -0.013***  -0.018"**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_cost -8.548**  -11.324**  -13.727** -13.110"™* -12.798"* -12.667*** -17.982"**
(1.07) (0.96) (1.41) (0.71) (1.13) (0.97) (1.93)
sd_1
_cons 0.016™ 0.001 -0.014 0.000 -0.000 -0.003 0.000
(0.01) (0.02) (0.02) (0.00) (0.02) (0.10) (369.10)
N 255 303 217 770 374 342 230
pseudo R? 0.355 0.395 0.514 0.406 0.390 0.526 0.684

Standard errors in parentheses
*p<0.05," p<0.01,™ p <0.001

41



Table A.9:

Labour supply estimates: Couple

(AT) (BE) cyY) (DE) (EE) (EL)
temp_c temp_c temp_c temp_c temp_c temp_c
Cx
Age women 0.008 0.018** -0.006 0.016™* 0.037 0.020*
(0.00) (0.01) (0.01) (0.01) (0.03) (0.01)
Age men -0.000 -0.010* -0.052*** -0.031*** -0.002 -0.019
(0.00) (0.00) 0.01) (0.01) (0.03) (0.01)
Number of children 0.026 0.032 0.099** 0.115%* 0.046 0.056
(0.01) (0.02) (0.03) (0.02) (0.08) (0.03)
_cons -0.028 -0.123 -0.335% -0.112 0.961* -0.143
(0.03) 0.07) 0.17) (0.09) (0.48) (0.16)
CxC
_cons -0.000 -0.000 0.002** 0.000 -0.008* 0.002*
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
CxL1
_cons -0.000 -0.000 0.001* 0.000 -0.002 0.000
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
CxL2
_cons -0.000 0.000* 0.002*** 0.001 -0.002 -0.000
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Lix
Age women -0.124** -0.080** -0.070*** -0.078*** -0.040** -0.108***
(0.02) (0.03) 0.02) (0.01) 0.01) (0.01)
Age women squared 0.018*** 0.011** 0.008*** 0.011%** 0.006*** 0.014***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Number of children 0.083*** 0.015 0.017 0.058*** 0.021 0.015
(0.01) (0.01) 0.01) (0.01) 0.01) (0.01)
# of children <2 y/o 0.029*** 0.010 0.005 0.013* 0.033*** 0.001
(0.01) (0.01) (0.01) (0.01) (0.01) (0.00)
# of children <6 y/o 0.018*** 0.018*** 0.008 0.022%** 0.005 0.004
(0.00) (0.00) 0.01) (0.00) (0.00) (0.00)
# of children <12 y/o 0.013** 0.014** 0.009 0.011* 0.003 0.004
(0.00) (0.00) (0.01) (0.00) (0.00) (0.00)
# of children <17 y/o -0.006 0.007 0.007 0.013** 0.000 0.004
(0.01) 0.01) 0.01) (0.00) 0.01) (0.00)
Presence of elderly -0.027 0.034 -0.052 0.031 0.011 0.010
(0.02) (0.03) (0.03) (0.02) (0.01) (0.01)
_cons 3.284"* 3.150" 4.304** 3.377 3.305"** 2.909***
(0.18) (0.21) (0.32) (0.14) (0.14) (0.10)
L1xL1
_cons -0.011*** -0.012*** -0.016*** -0.012*** -0.012** -0.010"**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
L2x
Age men -0.158*** -0.061** -0.048 -0.114** -0.060** -0.101***
(0.02) (0.02) (0.03) (0.02) (0.02) (0.01)
Age squared men 0.020*** 0.008** 0.004 0.012%* 0.009*** 0.013***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Number of children 0.021 0.012 0.028 0.071*** -0.009 0.010
(0.01) (0.01) 0.01) (0.01) (0.02) (0.01)
_cons 3.224%* 2.843%* 3.194%** 3.530%** 3.902*** 2.468**
(0.11) (0.13) (0.18) (0.12) (0.18) (0.09)
L2xL2
_cons -0.011%* -0.011*** -0.012%* -0.013*** -0.014*** -0.009***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
L1xL2
_cons -0.000 0.001*** 0.001* 0.000 -0.001 -0.000"*
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_costl -7.764%* -9.612%** -14.547** -9.740*** -11.016™** -10.143***
(0.50) (0.58) 0.97) 0.41) (0.42) (0.30)
fixed_cost2 -11.290*** -12.213"* -12.911* -13.106™** -13.799*** -9.845***
(0.45) (0.53) (0.62) (0.35) (0.49) (0.28)
sd_1
_cons 0.004*** 0.004* 0.009* 0.010*** 0.030** 0.022***
(0.00) (0.00) (0.00) (0.00) 0.01) (0.00)
N 1550 427 882 2846 1598 3763
pseudo R2 0.377 0.344 0.378 0.337 0.437 0.251

Standard errors in parentheses

*p < 0.05," p < 0.01, ** p < 0.001



Table A.10: Labour supply estimates: Couple

(ES) (FD (FR) (IE) aT) (LT)
temp_c temp_c temp_c temp_c temp_c temp_c
Cx
Age women 0.034*** 0.008 -0.002 0.012 0.037*** 0.008
(0.01) (0.01) (0.08) (0.01) (0.01) (0.04)
Age men -0.029*** 0.015* 0.063 -0.025** -0.012*** 0.004
(0.01) (0.01) (0.08) (0.01) (0.00) (0.05)
temp_children 0.037* 0.011 -0.201* 0.050* 0.043** 0.062
(0.02) (0.02) (0.08) (0.02) (0.01) (0.17)
_cons 0.009 0.310"** 0.203 1,127 -0.177** 0.437
(0.09) (0.09) (0.15) (0.14) (0.06) (0.45)
CxC
_cons -0.000 -0.001* -0.004* -0.002*** -0.000 -0.001
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
CxL1
_cons -0.000 -0.000 -0.001*** -0.002*** -0.001*** -0.000
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
CxL2
_cons 0.000 -0.001*** -0.002*** -0.004*** 0.000 -0.001
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Lix
Age women -0.099"** -0.058"** -0.096"** -0.056** 0.158"** -0.069***
(0.02) (0.01) (0.01) (0.02) (0.02) (0.02)
Age squared women 0.013*** 0.007*** 0.013*** 0.007*** -0.019*** 0.008***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Number of children 0.021* 0.009 0.009 0.028* 0.035** -0.005
(0.01) (0.01) (0.01) (0.01) (0.01) (0.02)
# of children <2 y/o 0.004 0.000 0.033"** -0.002 0.011** -0.006
(0.00) (0.00) (0.01) (0.01) (0.00) (0.01)
# of children <6 y/o 0.006 0.000 0.016™** 0.010"* -0.002 0.002
(0.00) (0.00) (0.00) (0.00) (0.00) (0.01)
# of children <12 y/o 0.010** 0.002 0.019"** 0.011** 0.001 0.017*
(0.00) (0.00) (0.00) (0.00) (0.00) (0.01)
# of children <17 y/o 0.011* -0.012* 0.012** 0.007 -0.001 0.013
(0.00) (0.01) (0.00) (0.00) (0.00) (0.01)
Presence of elderly 0.009 -0.004 0.008 -0.013 -0.002 -0.009
(0.01) (0.03) (0.02) (0.02) (0.01) (0.01)
_cons 3.363*** 3.021% 3.584% 3.900"** 3.406™** 3.629™**
(0.13) (0.08) (0.11) (0.25) (0.17) (0.20)
LixL1
_cons -0.012*** -0.011% -0.013*** -0.013*** -0.014** -0.013***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
L2x
Age men -0.068"** -0.042%** -0.120"** -0.016 -0.179*** -0.041
(0.02) (0.01) (0.01) (0.02) (0.02) (0.03)
Age squared men 0.009*** 0.009*** 0.016** 0.002 0.023*** 0.006*
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Number of children 0.007 -0.004 0.015** 0.031* -0.002 -0.002
(0.01) (0.01) (0.00) (0.01) (0.00) (0.03)
_cons 2.919** 2.955%** 3.379" 3.242%* 3.8127* 3.706™**
(0.09) (0.09) (0.08) (0.15) (0.09) (0.20)
L2xL2
_cons -0.011"** -0.010"** -0.012*** -0.011%** -0.013"** -0.014***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
L1xL2
_cons 0.000 -0.000 0.000* -0.001** 0.000** 0.000
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_costl -10.487** -9.383"* -11.289*** -10.670*** -10.752*** -13.026***
(0.35) (0.26) (0.34) (0.72) (0.46) (0.68)
fixed_cost2 -11.135% -9.670"** -12.087** -9.776*** -12.578** -14.703***
(0.31) (0.25) (0.33) (0.40) (0.30) (0.73)
sd_1
_cons 0.007*** 0.007** -0.102%* -0.000 -0.000 -0.000
(0.00) (0.00) (0.02) (0.00) (0.00) (0.01)
N 2805 344 2936 1410 3521 750
pseudo R? 0.312 0.357 0.429 0.288 0.373 0411

Standard errors in parentheses

*p < 0.05, " p < 0.01, ** p < 0.001



Table A.11: Labour supply estimates: Couple

(LU) (LV) MT) (NL) (PT) (SD (SK)
temp_c temp_c temp_c temp_c temp_c temp_c temp_c
Cx
Age women 0.000 0.077 0.280 0.013*** -0.005 0.000 -140.327
(0.01) (0.04) (0.88) (0.00) (0.01) (0.00) (19813.34)
Age men -0.028*** -0.035 -0.786 -0.008* -0.019 0.017*** 133.297
(0.01) (0.04) (0.89) (0.00) (0.01) (0.00) (18050.28)
Number of children 0.017 0.119 -0.418 0.087*** 0.052 0.001 -59.992
(0.02) (0.11) (0.87) (0.01) (0.03) (0.00) (7453.41)
_cons 0.221* 0.385 -2.574 0.336"* 0.404"* -0.083"** 9.940
(0.10) (0.45) (2.05) (0.07) (0.10) (0.02) (10088.85)
CxC
_cons -0.000 -0.003 0.005 -0.000*** -0.000 -0.000 -1.648
(0.00) (0.00) (0.02) (0.00) (0.00) (0.00) (261.85)
CxL1
_cons -0.000 -0.001 -0.001*** -0.001*** -0.000 -0.000 -0.005***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
CxL2
_cons 0.000 -0.001 -0.003*** -0.001** -0.000 -0.000"** -0.007***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Lix
Age -0.124% -0.041** -0.043 -0.029 -0.082*** -0.119*** -0.139%**
(0.02) (0.01) (0.03) (0.02) (0.01) (0.01) (0.02)
Age squared 0.017*** 0.006"** 0.008* 0.009*** 0.012%** 0.015"** 0.017**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Number of children 0.022 0.002 0.020 0.104*** -0.004 0.007 0.038""*
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)
# of children <2 y/o 0.032%** 0.023** 0.009 0.022%** 0.015** 0.014** 0.063"**
(0.01) (0.01) (0.01) (0.01) (0.01) (0.01) (0.01)
# of children <6 y/o 0.021%* 0.013* 0.010 0.029"** 0.014"** -0.004 0.006
(0.01) (0.01) (0.01) (0.00) (0.00) (0.00) (0.00)
# of children <12 y/o 0.009 0.004 0.004 0.023*** 0.019"** 0.004 0.004
(0.01) (0.00) (0.01) (0.00) (0.00) (0.00) (0.00)
# of children <17 y/o 0.002 0.012 0.009 0.021%** 0.021"** 0.009 -0.002
(0.01) (0.01) (0.01) (0.01) (0.00) (0.01) (0.01)
Presence of elderly -0.028 -0.003 -0.012 0.087 0.009 -0.000 0.004
(0.03) (0.01) (0.02) (0.06) (0.01) (0.01) (0.01)
_cons 3,297 3.330"* 4301 3.389™** 3.824%* 4.175% 4.690"*
(0.20) (0.16) (0.31) (0.17) (0.12) (0.17) (0.22)
LIxL1
_cons -0.011%** -0.012*** -0.015%** -0.011%** -0.014** -0.015%** -0.016"**
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
L2x
Age men -0.139%** 0.009 -0.075* -0.039* -0.101*** -0.080* -0.120%**
(0.03) (0.02) (0.04) (0.02) (0.02) (0.03) (0.02)
Age squared men 0.018*** 0.001 0.010* 0.009*** 0.015*** 0.011** 0.016***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
Number of children 0.010 -0.010 -0.025* 0.089"** 0.015 -0.008 0.006
(0.02) (0.02) (0.01) (0.01) (0.01) (0.01) (0.01)
_cons 3.360™** 3.687** 3.942"** 3.862"** 3.404** 3.740™** 4,612
(0.18) (0.19) (0.19) (0.12) (0.10) (0.14) (0.19)
L2xL2
_cons -0.011%** -0.014*** -0.014*** -0.013*** -0.012%** -0.014*** -0.016***
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
L1xL2
_cons -0.001 0.000 -0.001*** -0.002*** 0.000 0.000 -0.000
(0.00) (0.00) (0.00) (0.00) (0.00) (0.00) (0.00)
IND
fixed_costl -9.136"** -11.999*** -16.348** -7.587** -14.359*** -14.547%* -16.797**
(0.55) (0.52) (0.96) (0.47) (0.42) (0.55) (0.77)
fixed_cost2 -12.000*** -13.693*** -16.183*** -12.652%* -14.579** -13.196*** -18.368***
(0.59) (0.56) (0.82) (0.33) (0.48) (0.51) (0.93)
sd_1
_cons 0.010"** 0.041* -0.053 0.004*** -0.008** 0.000 0.000
(0.00) (0.02) (0.37) (0.00) (0.00) (0.00) (597.90)
N 1056 1137 44 807 2948 2314 1508 1002
pseudo R? 0.368 0.407 0.617 0.387 0.423 0.471 0.557

Standard errors in parentheses
*p <0.05," p<0.01, " p <0.001



Table A.12: Gross wage elasticities

AT BE CyYy DE EE EL ES FI FR IE IT LT LU LV MT NL PT SI SK

Single women

Own wage 0,38 043 0,06 0,14 0,01 0,57 -0,52 0,28 0,11 0,52 0,04 0,66 084 02 0,16 0,07 054 -0,19 0,18

Single men

Ownwage 042 05 0,17 03 041 0,11 042 034 0,16 0,82 0,14 087 021 0,04 0,58 -0,16 0,09 0,86 0,11

Couple: women

Own wage -0,01 0,01 0,04 -0,08 023 -0,2 0,56 0,37 0,06 048 09 04 0,7 039 0,13 083 03 -0,1 0,11
Cross wage 0.05 -0,03 0,03 -0,04 -0,01 0,01 -0,43 0,05 0,07 0,49 -0,04 -0,34 -04 0,08 0,1 0,16 -0,01 -0,05 0,27

Couple: men

Own wage -0.07 -0,2 0,06 -0,17 0,15 -0,03 048 0,6 0,08 043 0,07 08 0,16 025 028 03 044 0,03 0,07
Cross wage -0,01 -0,11 -0,01 -0,42 -0,01 0,05 0,07 0,05 0,04 0,08 -0,06 03 -0,03 -0,02 0,01 -0, 0,06 0,01 0,07

Table A.13: Income elasticities

AT BE CY DE EE EL ES FI FR IE IT LT LU LV MT NL PT SI  SK
Single: women

-0,196 -0,04 -0,098 -0,113 -0,07 0,036 -0,12 -0,31 0,138 -0,279 -0,023 -0,106 -0,104 -0,03 0,08 -0,16 0,5 0,08 0,05
Single: men

-0,25 -0,14 0,02 -0,117 -0,06 0,325 -0,07 -0,639 0,09 -0,352 0,021 -0,26 -0,336 0,079 0,06 -0,25 0,17 0,13 0,05

Couple: women

0,009

0,007 0,009 0,02 -0,008 0,07 0,008 -0,085 0,08 0,01 0,08 -0,02 -0,04 -0,009 -0,01 -0,032 -0,037 0,008 0,096

Couple: men

-0,002

-0,02 -0,061 -0,002 -0,012 0,04 0,006 -0,13 0,06 -0,008 -0,002 -0,01 -0,06 0,007 0,017 -0,06 -0,029 -0,002 0,046
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Table A.14: Change in full-time equivalent: Single

Single women

Single men

FTE Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4

FTE Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4

AT
BE
CY
DE
EE
EL
ES
FR
FI
IE
IT
LT
LU
LV
MT
NL
PT
SI
SK

408.25
225.50
308.50
1151.25
434.25
523.25
429.50
867.50
510.50
196.75
1051.50
189.25
208.75
507.50
126.50
681.50
565.25
265.00
284.75

0.00
-2.50
-1.52

0.00

0.00
-0.06
-0.24

0.23

0.00

0.00
-1.12
-0.26

0.00

0.00
-1.58

0.00
-1.37
-0.38

0.00

-0.25
-2.50
-1.52
-0.50
0.00
-2.52
-0.35
0.29
0.00
0.00
-1.24
-0.79
0.00
0.00
-1.56
-0.29
-1.37
-0.38
-0.35

-0.25
-1.65
-1.52
-1.20

0.00
-2.52
-0.52

0.30

0.00

0.00
-2.04
-1.58

0.00
-0.10
-1.56
-1.32
-0.84
-0.75
-0.35

0.26 AT
0.00 BE
0.34 CY
0.00 DE
0.00 EE
-0.06 EL
0.12 ES
-0.29 FR
1.63 FI

0.51 IE

0.25 IT

-0.63 LT
0.00 LU
0.38 LV
-1.56 MT
0.29 NL
-1.37 PT
0.00 SI

0.00 SK

417.50
241.25
134.25
812.00
253.50
543.50
339.50
759.75
500.25
126.75
1105.50
79.75
244.50
253.50
197.75
601.50
295.75
298.00
194.75

0.00
-6.42
0.00
0.00
0.00
-0.46
-1.99
0.00
0.00
0.00
-0.77
0.00
0.00
0.19
-1.14
0.00
-3.11
0.00
0.00

-0.12
-6.42
0.00
-0.62
0.00
-1.69
-2.58
-0.07
0.00
0.00
-0.77
-1.90
0.00
0.19
-1.39
-0.33
-3.11
0.00
0.00

-0.24
-5.52
0.00
-0.86
0.00
-2.34
-3.17
-0.07
0.00
-0.79
-1.26
-3.17
0.00
0.00
-1.90
-0.83
-2.85
-0.67
0.51

0.00
0.00
0.00
0.00
0.00
-0.46
0.45
-0.16
4.70
0.40
-0.40
1.32
0.20
0.00
-0.51
1.88
-3.11
-0.67
0.00
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Table A.15: Change in full-time equivalent: Couple

Couple: Women

Couple: Men

FTE Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4 FTE Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4

AT
BE
CY
DE
EE
EL
ES
FI
FR
IE
IT
LT
LU
LV
MT
NL
PT
SI
SK

1046.5
775.25
721.25
1854.75
1265
1811.75
1859
3043.25
2316.75
758.5
966.25
573.5
682.5
876
469.75
1759.25
1755.75
1182
701.5

0

0

0.3
0.08
0.02
-0.32
-1.13

0.21
-0.03
0.8
-0.17
-0.15
-0.26

-0.28
-1.04
0
0

0
0
0.08
0.11
-0.71
-1.09
-0.56
0
0.11
-0.13
4.2
-0.44
-0.15
111

-0.57
-0.47
0
0.14

0
1.18

0.08
-0.09
-0.21

0.1
-0.06

1.07
0.26
-0.17
0.03

0.49
-0.9
0,08

1407.25
970
720.25
2422.25
1487.75
2894.5
2433.25
3329.25
2617.5
1136.5
1408
632.25
922.5
991.5
715.75
2636.25
1953.75
1328.75
874.5

0

0
0.26
-0.14
0
-0.1
-0.26

0.12
-0.18
0.11

0.08
-0.35

-0.18
-1.37
0
0

0

0
-0.27
0.1
-0.12
-0.3
-0.26
0
0.08
-0.13
-1.82
-0.79
0.08
-0.53

-0.38
-0.17
0
0

0
0.62
-0.27

-0.1
0.03
-0.06
-0.02
-0.03
-0.22
0.16
0.16

-0.09
0.14
0.56

-1.03

0
0
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Table A.16: Variation in labour market participation by country

Non-participation rate

Full-time working rate

Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4 Baseline Scenariol Scenario2 Scenario3 Scenario 4
AT 11.92 0.03 0.03 0.03 0 64.16 -0.02 -0.02 -0.02 0
BE 22.04 0.78 0.78 0.66 -0.04 52.54 -0.5 -0.53 -0.54 0.06
CY 22.52 0.13 0.17 0.08 0 63.99 -0.13 -0.17 -0.04 -0.11
DE 16.96 0 0.09 0.21 0 61.81 0 -0.08 -0.19 0
EE 9.32 0 0.08 0.21 -0.02 76.02 0 -0.1 -0.23 0.03
EL 33.42 0.03 0.5 0.53 0.04 47.75 -0.01 -0.38 -0.43 -0.02
ES 21.19 0.09 0.11 0.22 0.02 59.93 -0.09 -0.1 -0.15 -0.11
FI 10.16 0 0 0 0 68.9 0 2.08 0 0
FR 11.25 -0.05 -0.1 -0.12 0.02 70.04 0.04 0.08 0.12 -0.01
IE 24.83 0.08 0.08 0.08 -0.18 50.35 -0.06 -0.06 -0.06 0
IT 21.34 -0.44 -0.35 -0.22 -0.44 49.74 0.25 0.25 0.22 0.25
LT 14.87 0.16 1.52 0.76 -0.3 71.3 -0.11 2.4 -0.6 0.37
LV 12.87 0.19 0.22 0.48 0.07 72.7 -0.19 -0.19 -0.38 -0.09
MT 26.45 0.14 0.14 0.19 0.09 61.39 -0.19 -0.19 -0.24 -0.15
NL 15.68 0 0.22 0.58 -0.61 54.65 0 0 -0.32 0.36
PT 19.43 0.92 0.92 0.37 0.9 67.85 -0.92 -0.92 -0.37 -0.92
SI 13.9 0 0.03 0.03 0.03 73.15 0 -0.02 -0.02 0
SK 18.93 0 0.04 0 0 72.13 0 -0.04 0 0
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Table A.17: Variation in mean hours in percentage by country

Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4
AT 32.21 0.0 0.0 -0.1 0.0
BE 27.07 -1.0 -1.0 -1.4 0.4
CY 29.17 -0.2 -0.2 -0.1 -0.1
DE 30.39 0.0 -0.1 -0.3 0.0
EE 35.12 0.0 -0.1 -0.2 0.0
EL 25.5 -0.4 -0.8 -0.9 -0.1
ES 26.88 0.0 0.1 0.1 -0.4
FI 33.96 0.0 0.0 0.0 0.1
FR 33.63 0.0 0.1 0.1 0.0
IE 26.41 -0.1 -0.1 -0.1 0.1
IT 28.64 0.5 0.5 0.3 0.5
LT 32.69 -0.1 -2.8 -0.8 0.5
LV 33.7 -0.3 -0.3 -0.5 -0.3
MT 28.51 -0.2 -0.2 -0.3 -0.1
NL 28.81 0.0 -0.2 -0.6 0.7
PT 31.88 -1.1 -1.1 -0.4 -1.0
SI 33.37 0.0 0.0 0.0 0.0
SK 32.13 0.0 -0.1 0.1 0.0
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Table A.18: Impact of the reform on Gini coefficient: Single

Single women

Single men

Baseline Scenario 1 Scenario2 Scenario3 Scenario 4

Baseline Scenario 1

Scenario 2 Scenario 3 Scenario 4

AT
BE
CY
DE
EE
EL
ES
FI
FR
IE
IT
LT
LU
LV
MT
NL
PT
SI
SK

0.19415
0.24493
0.33536
0.22683
0.17367
0.30703
0.46789
0.16944
0.27874
0.27845
0.35719
0.34399
0.24868
0.24416
0.32048

0.2686
0.27392
0.27359
0.21726

.47
2.72
0.13
-1.45
0.18
-3.03
-18.30
3.75
0.18
-5.09
0.44
0.40
2.92
0.48
0.38
-0.47
-8.35
0.58
0.00

-2.89
-2.72
0.13
-1.70
0.20
-9.33
-18.38
5.19
0.10
-5.09
0.36
0.08
2.92
0.41
0.60
-0.79
-8.35
0.46
0.00

-3.21
-0.85
0.13
-1.68
0.24
-9.51
-18.59
5.19
-0.04
-5.09
0.00
-1.00
2.93
-0.34
0.69
-1.15
-7.88
0.19
0.00

-8.61
-0.38
1.89
-1.45
-0.43
-3.02
-18.16
5.59
0.55
-4.96
0.44
1.62
2.92
0.65
0.38
0.33
-8.33
0.58
0.00

0.20774
0.24493
0.31094
0.26947
0.19345
0.25298
0.33835
0.20866
0.28518
0.23724
0.36541
0.37348
0.20897
0.30292
0.20809
0.19005
0.29835
0.30141
0.31266

6.77
-38.19
-0.36
1.24
632
-1.62
-8.60
-15.55
0.92
-8.44
0.25
-0.19
-4.56
0.57
-3.37
4.29
-7.83
-0.69
-1.00

-6.77
-38.19
-0.36
0.84
-6.43
-0.15
-8.90
-15.55
0.76
-8.44
0.17
-1.50
-4.56
0.57
.48
3.96
-7.83
-0.79
-1.17

6.77
-37.78
-0.34
0.65
-6.43
-0.15
9.27
-15.55
-0.70
-8.44
-0.13
237
-4.56
-0.13
-1.97
3.44
-6.58
-0.85
-1.64

7.13
31.38
-0.78
1.82
-6.32
-1.62
-12.63
-17.67
1.38
-12.20
0.25
3.85
331
0.90
445
6.45
7.03
-0.67
-1.00
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Table A.19: Impact of the reform on Gini coefficient: Couple

Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4
AT 0.28555 -13.59 -13.64 -13.72 0.06
BE 0.2275 -9.35 -7.46 -7.50 -7.16
CY 0.24248 -0.42 0.00 -0.49 0.19
DE 0.23751 -1.67 -1.82 -1.92 -0.75
EE 0.17091 -5.89 -5.94 -5.98 0.00
EL 0.29748 -1.03 -3.82 -3.82 -0.13
ES 0.2636 -4.74 -7.29 -7.38 0.24
FI 0.18206 -0.93 -0.93 -0.93 0.13
FR 0.27568 0.08 0.05 0.01 0.12
IE 0.21588 5.09 5.06 5.03 -2.26
IT 0.30607 -7.50 -7.33 -7.50 -0.77
LT 0.28507 -2.50 -2.60 -2.84 0.09
LU 0.1821 -6.45 -6.47 -6.47 0.39
LV 0.24885 0.38 0.29 -0.58 -0.08
MT 0.29684 0.02 -0.06 -0.09 0.02
NL 0.23554 -5.86 -6.02 -6.22 1.15
PT 0.23458 -0.14 -0.14 0.07 -2.04
SI 0.45418 -2.64 -2.65 -2.65 -0.04
SK 0.24118 -0.02 -0.07 -0.18 -0.01

Note:Change are expressed in variation rate in percentage.
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Table A.20: Reforms impact on poverty in percentage points: Single

Single women

Single men

Baseline Scenario 1 Scenario2 Scenario3 Scenario4 Baseline Scenariol Scenario2 Scenario3 Scenario 4
AT 8.42 0 -0.4 -0.4 0 3.38 0 0 0 0
BE 19.28 -6.25 -6.25 -5.97 3.38 19.28 -12.14 -12.14 -12.14 0
CY 24.66 -0.27 -0.27 -0.27 0.41 20.93 0 0 0 -0.34
DE 14.62 0 -0.53 -0.54 0.06 14.76 0 -0.2 -0.2 0
EE 3.31 0 -0.01 -0.01 0 5.99 0 0 0 0
EL 28.82 -0.59 3.35 3.35 -0.59 23.11 -3.62 -3.11 -2.79 -3.62
ES 41.98 0 0 0 0.18 28.01 0 -0.22 -0.66 0.4
FI 3.97 0 0 0 -0.14 10.08 0 0 0 -0.16
FR 20.62 0 0 -0.09 0.47 19.67 0 -0.47 -0.7 -0.23
IE 26.68 0 0 0 0.19 20 0 0 0 0
IT 25.98 -0.4 -0.17 -0.73 -0.4 27.86 -0.4 -0.4 -0.65 -0.4
LT 13.97 0 0 -0.43 0 2243 0 -0.94 -0.94 0.93
LU 8.13 0 0 0 0 9.84 -0.4 -0.4 -0.4 0
LV 9.36 -0.18 -0.18 -0.7 -0.18 13.86 -0.33 -0.33 -0.33 0
MT 33.1 0 0 0 0 6.45 -0.46 -0.46 -0.46 -0.46
NL 20.27 0 0 -0.6 1.28 8.31 0 -0.39 -0.52 2.49
PT 19.68 -1.03 -1.03 -0.59 -0.74 17.11 -0.53 -0.53 -0.27 -0.53
SI 18.97 0 0 -0.32 -0.32 15.79 0 0 0 0
SK 16.09 0 0 0 0.01 26.09 -0.44 -0.44 -0.44 -0.44
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Table A.21:

Reforms impact on poverty in percentage points: Couple

Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4
AT 10.39 0 0 -0.13 0
BE 14.77 -3.31 -2.05 -2.03 -14.77
CY 14.97 0 0 0 0.24
DE 11.28 0 -1.1 -0.28 0
EE 3.75 -0.06 -0.06 -0.06 -0.06
EL 27.34 -0.98 0.1 0.08 0
ES 14.83 -0.04 -0.04 -0.07 0.14
FI 4.74 0 0 0 0.22
FR 15.71 -0.07 -0.1 -0.26 0.06
IE 12.55 0 0 0 -1.45
IT 26.04 -0.48 -0.41 -0.42 -0.48
LT 12.67 0 -0.14 -0.14 -0.1
LU 5.59 0.09 0 0 0.19
LV 8.89 -0.27 -0.27 -0.62 -0.09
MT 22.92 0.13 0 -0.12 0.13
NL 9.43 0 -0.07 -0.2 0.56
PT 10.85 -1.26 -1.26 -0.18 -1.13
SI 9.08 0 0 -0.87 -9.08
SK 15.47 0 0 0 -15.47

33



Table A.22: Reforms impact on poverty and Gini by country

Poverty

Gini

Baseline Scenario 1 Scenario 2 Scenario 3 Scenario 4

Baseline Scenario 1 Scenario 2

Scenario 3 Scenario 4

AT

BE

CY

DE

EE

EL

ES

FI

FR

IE

IT

LT

LU

LV

MT

NL

PT

SI

SK

16.88

20.27

2691

18.28

9.62

20.52

25.84

13.5

17.85

21.7

17.26

14.82

11.55

16.66

23.34

13.15

16.69

16.57

19.69

0

-1.97

-0.07

0.02

-0.09

-0.13

-0.03

0.03

-0.02

-0.44

-0.18

0.06

-0.04

-1.15

-0.14

-0.15

-0.17

-0.99

-0.05

0.03

-0.11

0.04

-0.29

-0.27

-0.14

-1.2

-0.14

-0.17

-1.05

-0.11

0.03

-0.17

-0.05

-0.23

-0.18

-0.06

-0.65

-0.51

-0.07

-0.07

0.05

-1.92

-0.04

0

-0.04

-0.12

0.01

0.24

0.14

0.24

-0.43

-0.15

0.06

-0.05

0.1

-0.66

0.04

-0.07

0.1924

0.21153

0.35157

0.24728

0.17817

0.36934

0.30005

0.18327

0.28401

0.43032

0.4551

0.40275

0.25471

0.27861

0.48148

0.34445

0.3515

0.32152

0.26982

0.00

-6.36

-0.02

0.00

-0.02

-0.19

-0.49

0.00

-0.32

-0.04

-0.87

-0.08

0.00

-0.26

0.00

0.00

-1.99

0.00

-0.64

-0.22

-6.36

-0.02

-0.40

-0.01

-3.95

-0.76

0.00

-0.10

-0.05

-0.63

-0.37

0.01

-0.31

0.00

-0.47

-1.99

-0.19

-0.75

0.44

-4.91

-0.03

-0.57

-0.03

-3.98

-1.19

0.00

-0.32

-0.17

-0.48

-0.77

0.03

-0.99

0.00

-1.10

-0.83

0.00

-1.06

0.22

0.00

0.25

0.00

-0.02

-0.22

0.64

0.38

0.33

-0.16

-0.87

0.28

0.00

-0.05

0.00

1.17

-1.99

.000

-0.64
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Table A.23: Ul systems by country in 2018

Country Eligibilty conditions Amount Duration UI assistance
BE 12/21 (age<36) ; 18/33 (age>36 & 65% of previous salary ;Decreas- Unlimited N/A
age <50) ;24/42 (age >50) ing to 40%
DE 12/24months With children: 67% of net earn- 6-24 months Mean tested
ings; Without children: 60% of
net earnings
EE 12/36 months 50% of previous earning decreas- 6-12 months Mean tested
ing to 40%
IE 9/12 months Flat-rate benefits with amount de- 6-9 months Mean tested
pending on previous earnings
EL 6/14months ; Additional require- Flat benefit 5-12 months Mean tested
ment of 3/24months first time
claimants
ES 12/72months 70% of previous earning falling 4-24 months Mean tested
to 50%
FR 4/28months ; >53y/o: 4/36months  40,4% of daily wage + a fixed al- 24 (36 if age>53) Mean tested
location or 57% of daily wage
IT 3/12 months 75% of monthly earning decreas- 10 - 12 months N/A
ing by 3% every months from the
4th month
CY 6 months 60% of weekly earnings 6 months N/A
LV 12/16months Rate depending on previous con- 9 months N/A
tributions ; From 50% to 65% De-
creasing with unemployment du-
ration
LT 12/30months Flat rate + 38,79% of average 9 + 2extra months for special groups N/A
earning falling to 23,27%
LU 6/12 months 80% of previous earning 12 months N/A
85% with dependent children
MT 5/24 months Flat rate depending on marital sta- 6 months Mean tested
tus
NL 6/8months 75% of daily wage falling to 70% 3-24 months N/A
AT 12/24months ; <25 y/o: 26/12 55% of the daily net income 4,6-36 months Mean-tested
PT 12/24 months 65% of previous earning falling 5-18 months Mean tested
to 55% after 6months
SI 9/24months 1-3months: 80% ; 4-12 months: 2-25 months N/A
60% ; >12months: 50%
SK 24/48 months 50% of previous earnings 6 months N/A
FI 6/28months ; self- Basic allowance + 45% of the diff 13 months Mean tested
employed:15/48months of en- between daily wage and the al-
trepreneurship lowance + 20% of the difference
between monthly wage and the
basic allowance if monthly wage
is at least 95times the allowance
Authors’ elaboration using information from Euromod country reports
(https://www.euromod.ac.uk/using-euromod/country-reports), MISSOC database

(https://www.missoc.org) for 2019 systems
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Figure A.1: Poverty rates with threshold at 60% of median equivalised income by subgroup: baseline scenario
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Figure A.2: Gini coeflicient by subgroup

The Gini coefficient is decomposed by subgroup here, meaning that it represents the disposable income inequality across single women,
single men and couple respectively
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