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COUNCIL OF Brussels, 6 June 2014
THE EUROPEAN UNION

10407/14
SOC 404
ECOFIN 526
COVER NOTE
from: Social Protection Committee
to: Permanent Representatives' Committee (Part 1) / Council (EPSCO)
Subject: The Social Dimension of the EU/EMU

c)  Minimum income schemes in the euro area

Delegations will find attached the above-mentioned background paper for the exchange of views on
the social dimension of the EU/EMU to be held by the Council (EPSCO) on 19 June 2014.
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Minimum income schemes in the euro area Member States

Introduction

The informal EPSCO meeting in April 2014 held a workshop on the role of minimum income
schemes in economic recovery and social policies. Following the ministerial discussion, the
Committee was asked to work on the link between income support and social protection schemes.
This background paper provides a preliminary overview of minimum income schemes with a focus
on the euro area Members. It builds on previous SPC work in the framework of the multilateral
implementation reviews on the 2013 Council recommendation and in particular on Council
recommendation N6* to the euro area focussing on collective actions for overcoming the social
consequences of the crisis. In its considerations for the collective recommendations, the Council
recalled the close interrelations in the euro area and the need for a coherent aggregate policy stance
which reflects the strong spill-overs within the euro area as well as the need for effective

arrangements for policy coordination.

As described in the 2010 Joint Report on Social Protection and Social Inclusion, minimum income
schemes "provide cash benefits aimed at ensuring a minimum standard of living to individuals and
their dependants having no, or insufficient, means of financial support (including contributory cash
benefits and support from other family members). The level of income provided to a person through
a minimum income scheme is a minimum level of income deemed acceptable for that type of
person by the social protection system in the country concerned. Minimum income schemes aim at
preventing destitution to people that are not eligible for social insurance benefits, or whose

entitlement to such benefits has expired."?

! See Official Journal of the European Union, C217, vol.56, 30 July 2013

Commission Staff Working Document of 17 February 2010 on "Proposal for the Joint Report
on Social Protection and Social Inclusion 2010"
http://register.consilium.europa.eu/doc/srv?I=EN&f=ST%206323%202010%20ADD%201
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In the framework of the Social Investment Package, the assessment of the implementation of active

inclusion strategies at national level® found that challenges persist regarding national minimum

income schemes when it comes to adequacy, coverage, non-take-up, links to activation, and

efficient and effective delivery.

In June 2013, EPSCO Council concluded that:*

(8)

Social policy reforms should also be informed by the principles of active inclusion, thereby
enabling and supporting the most disadvantaged to participate in the labour market and
society. These measures should include those that combine: access to adequate income
support, which can be informed by evidence-based tools, for example the use of reference
budgets or similar instruments at national level where these are appropriate; effective
activation measures that involve a proper balance between rights and responsibilities; and

access to a wide range of services that support economic and social inclusion™

Further, the Council invited the Commission, Member States, and the SPC:

(20)

(27)

to work together, as part of efforts to pursue an active inclusion strategy, to examine the
methodology and possible usefulness of reference budgets or similar instruments that
respect national competences and can demonstrate an added-value in the design of

efficient and adequate income support;

to give increased attention to the design and implementation of comprehensive active
inclusion strategies, which encompass adequate income support, active labour market
policies and access to enabling services, as part of National Reform Programmes and the
European Semester process, as well as National Social Reports, in line with the European

Commission Recommendation on Active Inclusion (2008);

European Commission Staff Working Document of 20 February 2013 on Follow-up on the

implementation by the Member States of the 2008 European Commission recommendation on
active inclusion of people excluded from the labour market — Towards a social investment

approach: http://eur-
lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:52013SC0039:EN:NOT

Council conclusions : "Towards social investment for growth and cohesion™ EPSCO Council

meeting Brussels, 20-21 June 2013
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Following the above Council conclusions, the Commission launched work on developing a
methodology on reference budgets that could be used as a tool to assess minimum income
adequacy.’ The possible usefulness of reference budgets will be discussed by the SPC and its

Indicator Sub-Group during the second semester of 2014.

1. Evolutions of minimum income provisions

This chapter provides a brief overview of minimum income schemes in the euro area drawing

on a questionnaire® to the Member States on social benefits.

1.1 Availability of minimum income schemes in the euro area and their basic features

The analysis of the answers shows that the provisions for national minimum income
exist in all euro area countries except EL and IT. In these two countries there are no
nation-wide provisions for granting minimum income. In the case of ES, the provisions
for granting minimum income are specific to each region and are a regional

competence.

Reference budgets can be a tool to ensure different types of households live on a designated
level of well-being. Given the household composition, the disposable income and some other
characteristics (like housing situation, transportation), a budget is given that suits the situation
of the individual household. They can be based on empirical data or based on consumer
opinion (focus groups). The European reference Budgets Network is a pilot project, funded by
the European Commission and initiated by the European Parliament, aimed at the
development of a common and widely accepted methodology for constructing high-quality
cross-nationally comparable reference budgets in all EU Member States.

The questionnaire had a twofold objective : a) to present the current provisions in the euro
area on the four policy strands mentioned above; and b) to present the changes in these
provisions over the last 24 months as a proxy for policy measures to tackle the social
consequences of the crisis. The MISSOC database was also used to crosscheck the
information and the interpretation of the answers received from Members but also to include
in the analysis those Member States that did not respond to the questionnaire
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The case of IT is more complex. Although IT does not have a national scheme for
minimum income, some municipalities introduced local minimum income schemes that
are subject to budgetary capacity. Further, due to the high fiscal cost of a national
scheme for minimum income, IT decided to implement a new pilot project Support for
Active Inclusion which is intended to cover the whole territory involving a very targeted
approach and linked to previous labour market participation. Italy's 2014 National
Reform Programme states that "the pilot project focuses on families with children, but
the ultimate goal is universal coverage of the poor.”

1.2 The general design of means-tested benefits

In all countries the minimum income benefits are means-tested fixed monthly amounts
granted to individuals and households meeting certain eligibility criteria for individual
or household income and/or assets. The level of the benefits varies from country to

country reflecting different socio-economic situations and policy choices.

The NL and MT report that their minimum income benefits are defined as a share of the
minimum wage. The minimum income benefits in these countries are subject to
fluctuations in function of the evolution of the minimum wages. In all other cases,

minimum income benefits are not linked to the minimum wage.

In all cases, beneficiaries of minimum income are also eligible to other social

allowances aimed at contributing toward meeting housing, heating or educational costs.

In LV and in the NL although there is a centrally decided level of the minimum income
benefits, claimants can also receive additional minimum income support granted by the

municipalities.
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1.3 Duration of minimum income entitlements

In a great majority of the euro area countries, the entitlement to the minimum income
benefits is unlimited provided the claimants continue to meet the eligibility criteria (AT,
BE, CY, EE, FI, FR, DE, IE, LV, LU, MT, NL, SK).

Sl grants minimum income for 3-6 months (with possibility to renew it under certain
conditions). Similar arrangements apply in LV. In ES the duration of the entitlements
varies from one region to another. Further, in three autonomous regions of ES, the

duration to the minimum income entitlement is unlimited.

The NL and FI (partially) report that the entitlement to minimum income benefits is
subject to participation in active labour market measures. FR and LU report eligibility

checks on a quarterly basis.

1.4 Levels of minimum income support

Regarding overall income support, it should be noted that in some Member States,
minimum income claimants also receive additional assistance for specific needs, such as
housing benefits, contributions to fuel costs and means-tested child benefits. Though not
formally classified as ‘guaranteed minimum income benefits’ these contribute to the

level of income that is guaranteed to people supported by minimum income schemes.

Measuring adequacy remains a complex task. In a number of Member States, for some
types of households, minimum income benefits alone are not enough to lift people out
of being at risk of poverty. The chart below shows the level of net social assistance as a
percentage of the median household income in selected EU countries. There is a range
of levels of support across Member States: IE and the NL have social assistance support
(including housing) above 70 % of the median household income, while SI, PT, and SK

all have social assistance support below 30 % of that level.
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Figure 1. The level of net social assistance as a percentage of median household equivalised

income in the euro area,’ Single household, 2011
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Source: OECD (Tax and Benefit Model, Income Distribution Database)

Clear systems and procedures for regular reviewing of the level of minimum income schemes
are important to ensure they remain adequate over time. The current work as one of the Social
Investment Package deliverables on developing a common EU methodology on reference
budgets can support this.

! Italy and Cyprus excluded — no data available.
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2. Recent changes to the provisions of minimum income in the euro area

Looking at the policy changes implemented in the past 24 months, the analysis of the
questionnaire shows the majority of the euro area countries confronted the social
consequences of the crisis by maintaining normative stability of their provisions for granting

minimum income.

According to the analysis, LV, CY and IT are the three countries that initiated reforms of their
provisions for minimum income and access to services over the last two years. EL is also in
the process of launching a pilot on minimum income support with the potential to roll out

nationally at a later phase.

LV shortened the duration of minimum income entitlements from 6-12 to 3-6 months but kept

its provisions for renewal.

CY decided to respond to the increase in the number of people living at risk of poverty and
social exclusion and to the fragmented current provisions for welfare benefits by launching a
reform : a new Guaranteed Minimum Income (GMI) will replace the existing public
assistance benefit with the aim to supplement the minimum living costs of any person that
finds himself or herself unable but willing to earn an adequate level of income. GMI scheme
is a means-tested benefit targeting families with income that is not adequate to cover their
basic needs. The basic needs refer to nutrition, clothing and footwear, water supply, electricity

and decent housing.

In the case of IT, the reform consists in extending the pilot provisions of in-kind support to
poor households (initially with children) across the country on the basis of a 'social card'
combined with activation and access to services. It aims for universal coverage of the poor of

this measure.
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Reported changes in the take-up of the minimum income benefits

AT, ES, LU, MT and the NL report annual increases in the number of beneficiaries of their
minimum income schemes. In the case of AT, the annual increase (2011-2012) is 14,5%°. In
the case of ES, the increase between 2010-2011 is 7,11% and it is 1,68% for the period 2011-
2012. In the case of LU, the annual increase between 2011-2012 and 2012-2013 is equal to
2% for each period. In MT the reported annual increase is 11,6% between 2011-2013

Although FI reported a decrease in the number of beneficiaries, it reports an increase of the

expenditure for minimum income.

All other countries reported either a decrease in the number of beneficiaries or did not provide
figures. Table 1 summarises the arrangements for minimum income in the euro area as

described by the answers to the questionnaire.

Table 1: Overview of minimum income arrangements in the euro area

Centrally set AT, BE, CY, EE, FIl, FR, DE, IE,
LU, LV, MT, NL, PT, SK, SI

Regionally set ES, IT

Defingd_as a %o of NL and MT

the minimum wage

No relation with AT, BE, CY, EE, ES, FIl, FR, DE,

minimum wage IE, LU, LV, MT, NL, PT, SK, SI

Minimum
income benefit

Untl.'?lq'ted ‘ to th AT, BE, CY, EE, FI, FR, DE, IE,
entitement to the LU, MT, NL, PT, SK,
benefit

Limited duration of
the entitlement
Recent structural
reforms

LV, ES and SI

CY, LV and IT

INncreases in the
take-up of the
benefit (2011-2013)

AT, ES, FI, LU, and the NL

This increase was significantly influenced by easier access to the newly designed benefit and
a higher take-up rate due to high media presence of the benefit during that time. It can thus
not be interpreted as an indicator pointing to an increase of poverty, which remained broadly
stable according to the relevant SILC-indicators.
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Conclusions

With regard to minimum income and social assistance schemes - which play an essential role in
maintaining adequate livelihoods at critical moments of life- almost all of euro area Member States
have in place provisions for granting minimum income benefits, after a means-test, to eligible
individuals and households. The remaining Member States are taking preparatory measures for
developing such schemes. The level of these benefits varies across the euro area and reflects

country specific economic and social conditions and political choices.

The majority of euro area Member States maintained normative stability in the provisions of
minimum income in the last 24 months to cushion the social consequences of the crisis and in
particular maintained the unlimited duration of the entitlement to minimum income as long as the

eligibility requirements are met.

The Committee highlights that some Member States reported an increase in the take-up of minimum
income most likely due to the worsening of the social situation and the increase of the number of

persons no longer eligible for unemployment benefits.

The Committee stands ready to complete this work by integrating the arrangements for minimum
income in all other Member States.
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