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Introduction

This edition of the annual review of the social situation in the European Union (EU) delivers on the
core Treaty task of the Social Protection Committee (SPC) to monitor the social situation in the
Member States and the European Union (art. 160 of the Treaty on the Functioning of the
European Union). The SPC is an advisory policy Committee which provides a representative forum
for multilateral social policy coordination, dialogue and cooperation at EU level. It brings together
policy makers from all EU Member States and the Commission in an effort to identify, discuss and
implement the policy mix that is most fitted to respond to the various challenges faced by social
policies. It uses the social open method of coordination as the main policy framework combining
all major social policy strands: social inclusion, pensions, health and long-term care.

This year's report on the social situation shows little improvement in the overall situation in the EU,
with continued disparities across Member States and a worsening situation in several. Even though
trends are more mixed than in previous years, with 11 Member States registering statistically
significant falls in poverty and social exclusion in 2013, around a 1/3 still saw significant rises, and
the most recent figures for the EU at-risk-of poverty or social exclusion rate point to stagnation at
a high level. These latest figures on living and income conditions in the EU show that the EU is not
making any progress towards achieving its Europe 2020 poverty and social exclusion target of
lifting at least 20 million people from poverty and social exclusion by 2020. In 2013 there were 4.8
million more people living in poverty or social exclusion in the EU28 compared to 2008, and a total
of 122.6 million or close to 1 in 4 Europeans.

The current economic situation poses a major challenge to policy makers trying to fight poverty
and social exclusion. The emphasis needs to shift from short-term measures to structural reforms
in order to spur economic growth, raise employment and tackle in-work poverty, and guarantee
adequate levels of social protection and access to quality services. Social policies alone cannot
deliver on the Europe 2020 poverty and social exclusion target. Reaching this objective must be
supported by other public policies in the economic, employment, tax and education fields.

This edition of the annual review of the social situation in the EU focuses on the results from the
latest edition of the Social Protection Performance Monitor (SPPM), which is based on a set of key
indicators for monitoring developments in the social situation, and has three main objectives: i)
analysing the most recent trends in the social situation in Europe, ii) providing an in-depth review
of the key challenges for the EU identified by the 2013 social trends to watch as endorsed by the
SPC, and iii) identifying what are the 2014 social trends to watch. It should be borne in mind that
analysis mainly focuses on the indicators included in the SPPM and that data used in the report
can refer to different years for different types of information (e.g. income versus labour market
developments), due to the different sources and reference periods of the data collected.
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To start, chapter 1 provides a summary of the recent developments in the overarching policy
setting at EU level, with a focus on the adoption of the scoreboard of key employment and social
indicators to strengthen the social dimension of the EMU and the discussions in the context of the
mid-term review of the Europe 2020 strategy.

Chapter 2 then analyses the latest available figures for the set of social indicators included in the
Social Protection Performance Monitor, which present a summary picture of the social situation in
the EU. It draws upon some additional context information, including the broad macro-economic
and labour market situation in the EU and specific administrative data on benefit recipients,
collected through SPC delegates, in order to provide a comprehensive view on the main
developments in social policy outcomes across Member States. The chapter also includes special
focuses on developments in access to housing and summaries of information provided via the SPC
on how Member States have developed complementary approaches for monitoring social
developments during the recent period of crisis.

Chapter 3 focuses on the key quantitative information underlying some of the social trends to
watch identified in the previous SPC report (Social Protection Committee (2013)), namely
worsening depth of poverty, long-term labour market exclusion and youth exclusion, their social
and economic impact and most importantly the policy measures with proven effect against these
trends. It is the product of a series of in-depth thematic reviews on these policy challenges held in
2014/15 which saw Member States engage in analysing their positive and negative performance
and the potential for transferability of policy measures across different Member States and
institutional contexts. A first group of countries presented the policy framework in place enabling
them to register positive developments in the given areas. The countries concerned by clearly
negative social trends formed the second group of countries, and reviewed key elements of the
successful policy approaches of the first group and the scope for transferring these to their own
social protection systems.

Chapter 4 presents the 2014 results of the Social Protection Performance Monitor and the social
trends to watch based on the latest available data, as well as the resulting topics for thematic in-
depth reviews in 2014 based on these trends.

The report ends with country profiles for all Member States which provide a detailed snapshot of
the main social indicators for each country, the progress towards the national 2020 poverty and
social exclusion target, and the evolution in benefit recipients for a selected number of benefit
schemes.*

! The report is to be read in conjunction with the SPC report on "Social policy reforms for growth and cohesion: Review
of recent structural reforms 2014", adopted in October 2014, which outlines the most important policy measures taken in
2014 in the fields of social protection and social inclusion.
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I. Recent developments in the overarching social policy setting at EU level

2014 has seen reinforcement of the monitoring of social developments in the context of a
strengthened social dimension of the EU and EMU as called for by the June and October 2013
European Council Conclusions. In 2013 the Council, upon a proposal from the Commission,
approved a scoreboard on employment and social indicators to be used in the context of the
European semester for policy coordination. The scoreboard is aimed at strengthening the social
dimension of the Economic and Monetary Union and consists of 6 indicators presented in a single
table allowing for monitoring the employment and social developments in the EU, and taking
account of the social and labour market situation within the EMU and EU in political discussions
and policy steer coming from the Council. The scoreboard is part of the annual Joint Employment
Report’ prepared by the Commission and adopted by the Council of the European Union.

Upon the invitation of the Greek Presidency, the Social Protection Committee, together with the
Employment Committee, prepared for EPSCO a joint opinion on the scoreboard?, recognizing it as
an important step forward in terms of granting political visibility for employment and social
challenges in relevant Member States and aiming to identify the most serious problems and
developments at an early stage. Both Committees retained that the scoreboard should be a fully
integral part of the Social Protection Performance Monitor and the Employment Performance
Monitor. The SPC Indicators Subgroup prepared an ad-hoc report on the operationalisation of the
scoreboard from that perspective and reviewed the list of the indicators of the SPPM accordingly.

In addition to the scoreboard, the Commission also decided to use a set of social indicators as
auxiliary indicators in the scoreboard of the macroeconomic imbalance procedure®. This
accumulation of monitoring instruments is expected to enhance the capacity of the EU to better
anticipate the social impact of its economic policies.

In the second half of the year, the SPC undertook a comprehensive reflection in the context of the
mid-term review of the Europe 2020 Strategy, which resulted in a joint opinion with EMCO
endorsed by the 2014 EPSCO Council. This recognized the important contribution of the
development of the SPPM to the capacity of the SPC to identify the main social trends and
communicate them to the Council. It has also reinforced the multilateral surveillance capacity of
the Committee, thus supporting EPSCO to bring the relevant social issues to the attention of the
European Council.

http://ec.europa.eu/social/keyDocuments jsp?advSearchKey=EMUsocdimension&mode=advancedSubmit&langld=
en&policyArea=&type=08&country=0&year=0

http://ec.europa.eu/economy finance/economic_governance/macroeconomic imbalance procedure/mip scoreboa

rd/index_en.htm
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II. The social situation in the European Union

Macro-economic and labour market context

Although the EU has resumed economic growth the recovery which started in the spring of 2013
remains subdued and recent GDP forecasts for the EU have been revised down. Indeed, after just
a year of moderate growth, the momentum of the EU economy began to slow in spring 2014 and
in the second half of the year turned out to be very modest, while in the euro area it almost
stagnated. GDP rose by 0.2% in the euro area (EA18) and by 0.3% in the EU28 during the third
quarter of 2014, compared with the previous quarter. In the second quarter of 2014, growth rates
were +0.1% and +0.2% respectively. Compared with the same quarter of the previous year, GDP
was up by only 0.8% in the euro area and by 1.5% in the EU28 in the third quarter of 2014, but
with particularly strong annual growth of over 3% in Ik, HU, MT, PL, RO, SI and the UK although
with continued contraction in CY, HR and IT.

The autumn 2014 European Commission Economic Forecast (European Commission (2014))
projects real GDP growth for 2014 as a whole to have advanced only moderately, at 0.8% and
1.3% respectively in the euro area and the EU. Looking to the year ahead, the forecast revised
previous GDP growth for 2015 downwards significantly in both the euro area and the EU, but
nevertheless the economy is still expected to gain some further traction with growth rates
accelerating to 1.1% and 1.5% respectively in 2015.

Despite the weak macroeconomic background, employment has shown a small but consistent
growth in the EU since mid-2013, in the large majority of EU Member States, and across the large
majority of sectors. Nevertheless, labour market and social conditions remain extremely
challenging. The euro area (EA18) seasonally-adjusted unemployment rate remains high at 11.4%
in December 2014, slightly down from the peak of 12.0% recorded for most of 2013, while the
EU28 unemployment rate was 9.9% in December, compared with 10.6% one year earlier. The
number of (seasonally adjusted) unemployed in the EU28 reached an all-time high of 26.5 million
in April 2013, but subsequently has been declining on a consistent basis to fall to around 24.1
million in December 2014. This nevertheless still represents a total increase of 8.0 million since the
low of 16.0 million recorded in March 2008.
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Figure 1. Monthly change in youth and adult unemployment and the total
level of unemployment in the EU, January 2007 - December 2014
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Source: Furostat, data seasonally adjusted

Many challenges remain in the EU labour market, with important social consequences, in particular
long-term unemployment and low employment opportunities for youth (15-24) and young adults
aged 25-39. At the same time, poverty and social exclusion have risen over recent years in most
Member States, affecting particularly the working age population and, by extension, children.
Young people are suffering from high levels of labour market exclusion: nearly a quarter of
economically active young people in the EU are unemployed and their prospects remain bleak for
at least the year ahead. Although these challenges have recently eased slightly, they remain
substantial and need to be tackled urgently.

A key feature of the recent crisis has been the growing divergence between countries in terms of
the labour market and social impacts, especially within the Euro Area. Across the EU, but
particularly within the euro area, Member States have experienced widening gaps in terms of
employment, income, poverty, inequalities, youth employment and many other key aspects of the
social situation. This divergence is exemplified by the varying extent to which the unemployment
rate has evolved across the different Member States, with huge rises between 2008 and 2013 in
the southern Member States (PT (up 7.7 pp), CY (12.2 pp), ES (14.8 pp) and EL (19.7pp)) compared
to more moderate rises of under 2 pp in AT, BE, FI, LU, MT, RO and SE, and a reduction of 2.2 pp
in DE.
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Figure 2: Unemployment rate developments across EU Member States, 2008,
2012 and 2013

30

25 S I oy

20 1

10 ST e

#1
+

AT
DE
1]
T
ML
[orid
DK
RO
LT
L
T

oW oW o = e
E W T B B ow 2 E =

EUZE
EUZ?

EA18

EH2013 #2008 =2012

Source: Furostat (LFS)

In terms of more recent trends, compared with a year earlier, the unemployment rate in December
2014 had decreased in almost allthe Member States and rose in only 3 (FL, FR and IT). BG, EE, EL,
ES, HU, LT, PL and PT experienced decreases of the order of 2 pp. Despite the recent
improvement in in the EU labour market, and the relatively stronger falls in the unemployment
rates in many of the southern Member States, the rates in CY, EL, ES and PT (16.4%, 25.8%, 23.7%
and 13.4% respectively) remain far above those of the central and northern countries at the end of
2014. In contrast, some of the other Member States hit particularly hard by the crisis, namely the
Baltic States (EE, LV and LT) and IE, have seen a very strong recovery in their labour markets over
recent years which has led to a substantial fall in unemployment in those countries. The lowest
unemployment rates at the end of 2014 were observed in AT, CZ, DE, LU, MT and the UK, all with
rates under 6%.

Although many factors have influenced the overall economic performance of different Member
States in the past years, much of the current divergence results from how labour markets and
social systems reacted to the severe global downturn as well as the fiscal consolidation packages
implemented in the majority of Member States. The shockwaves from the crisis appear to have
been asymmetric but the different institutional setups saw very different resilience to the widely
experienced major shock from the initial financial crisis: countries with relatively un-segmented
labour markets, solid industrial relations institutions and strong welfare systems have tended to
fare better than those with highly segmented labour markets, strained labour relations and weak
welfare provisions.

11
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More than one in five young people in the labour market are unemployed. The situation of youth
in the labour market represents both an economic and a social emergency, with around 5.0 million
young persons (15-24 years) unemployed in the EU28 at the end of 2014, of whom 3.3 million
were in the euro area. Driven by strong falls in the UK, and to a lesser extent in ES and PL,
compared with December 2013 youth unemployment decreased by 464 thousand in the EU28
and by 168,000 in the euro area. Nevertheless, in December 2014, the youth unemployment rate
was still a high 21.4% in the EU28 and 23.0% in the euro area, compared with 23.1% and 23.9%
respectively in December 2013. The lowest rate was observed in DE (7.2%), but AT and NL also
recorded rates under 10%. In contrast, the highest rates were in ES (51.4%) and EL (50.6%), while
HR and IT also reported rates in the range 42% to 45%.

The proportion of young people (18-24 years) who are neither in employment, education, nor in
training (NEET) has increased sharply over recent years but appears to have stabilised at EU level
in 2013. The average NEET rate in 2013 was 17.0% (compared to 17.1% for 2012), representing
an increase of 3.1 pps on the rate at the start of the crisis in 2008. However, underlying the EU
average is wide disparity across Member States in both levels and trends in the NEET rate, with
high and generally still increasing rates in the south of the euro area (for example rates continued
to rise in CY, EL, ES and IT to reach levels of 27.1%, 28.2%, 24.0% and 29.3% respectively in 2013),
whereas in the northern euro area Member States it remains relatively low, and under 10% in DE,
DK, LU, NL and SE.

Long-term unemployment continues to rise and has reached alarming levels. In 2013, 12.4 million
Europeans had been unemployed for more than 12 months, accounting for 5.1% of the
economically active population across the EU and 6.0% in the euro area. Since 2008 the number of
long-term unemployed has more than doubled in the EU and in the euro area (an increase of 6.2
million and of 4.8 million respectively). The largest increases in the long-term unemployment rate
were recorded in Greece (from 3.7% in 2008 to 18.5% in 2013), Spain (from 2% in 2008 to 13% in
2013) and Ireland (from 1.7% to 7.9% (although having reduced over 2013 from 9.1% in 2012)).

12
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Figure 3. Long-term unemployment rates in EU28, 2008 and 2013
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Migrants tend to be more affected by unemployment than the general population, as 19.5% of
economically active third-country nationals living in the EU were without a job in mid-2014. The
gap between the unemployment rates of migrant and native workers already existed before the
economic downturn but increased markedly since the crisis hit, although declining somewhat over
the first part of 2014.

As for intra-EU mobile citizens, they are generally more likely to be in employment than nationals
living in the same country (despite the fact that unemployment rates tend to be relatively higher
amongst intra-EU mobile citizens). This gap can be partly explained by differences in the age
composition between EU mobile citizens and nationals. The overall rate of inactivity among intra-
EU mobile citizens of working age has declined between 2008 and 2013 — from 23.7% to 22.1%.
This happened despite an increase in the rate of unemployment among intra-EU mobile citizens
during the economic crisis.

13
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Figure 4. Unemployment rate breakdown for native workers, EU27 nationals
and third-country workers, 2007-2014
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Another issue relevant to the context for understanding developments in the social situation,
especially regarding the target on the reduction of the population in poverty or social exclusion
(see the following section), is the change in the size of the overall population since 2008, which has
been quite dramatic in certain Member States. For example, the total population in LV and LT has
declined by close to 8%, while it has expanded by around 11% in CY and LU (Table 1). Other
Member States with sizable increases in the population include IE (3%), MT (3.3%), UK (3.8%), SE
(4.1%) and BE (4.6%). For the EU as a whole, the total population increased by 1.3% or 6.7 million,
mainly reflecting rises of around 1 million in ES and IT, 1.6 million in FR and 2.3 million in the UK.

14
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Table 1: Population change between 2008 and 2013.

2008 2013 % change

EU28 500,418,320 507,162,571 1.3
EU27 496,106,353 502,900,431 1.4
EA18 330,005,457 334,611,086 1.4
BE 10,666,866 11,161,642 4.6
BG 7,518,002 7,284,552 -3.1
(074 10,343,422 10,516,125 1.7
DK 5,475,791 5,602,628 2.3
DE 82,217,837 82,020,578 -0.2
EE 1,338,440 1,320,174 -1.4
IE 4,457,765 4,591,087 3.0
EL 11,182,224 11,062,508 -1.1
ES 45,668,939 46,727,890 2.3
FR 64,007,193 65,578,819 25
HR 4,311,967 4,262,140 -1.2
IT 58,652,875 59,685,227 1.8
CcY 776,333 865,878 11.5
LV 2,191,810 2,023,825 7.7
LT 3,212,605 2,971,905 -7.5
LU 483,799 537,039 11.0
HU 10,045,401 9,908,798 -1.4
MT 407,832 421,364 3.3
NL 16,405,399 16,779,575 2.3
AT 8,307,989 8,451,860 1.7
PL 38,115,641 38,533,299 1.1
PT 10,553,339 10,487,289 -0.6
RO 20,635,460 20,020,074 -3.0
SI 2,010,269 2,058,821 2.4
SK 5,376,064 5,410,836 0.6
Fl 5,300,484 5,426,674 2.4
SE 9,182,927 9,555,893 4.1
UK 61,571,647 63,896,071 3.8

Source: EFurostat, population statistics.

Notes: Population figures on 1 January of given year.
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Little progress on the Europe 2020 poverty and social exclusion target

The commitment made in 2010 by the EU Heads of States and Governments to lift at least 20
million people out of being at risk of poverty or social exclusion, in the context of the Europe 2020
strategy, was a significant step forward. It stressed the equal importance of inclusive growth
alongside economic objectives for the future of Europe, and it introduced a new monitoring and
accountability scheme®. Within the framework of the Europe 2020 target, Member States set
national poverty and social exclusion targets (Table 2), although the individual poverty-reduction
ambitions of the Member States sums to a figure much lower than the EU level commitment to
reduce poverty and social exclusion by 20 million.

Table 2. Europe 2020 poverty and social exclusion target - national targets 2014

National 2020 target for the reduction of poverty or social exclusion (in number of
persons)

EU28 20,000,000

BE 380,000

BG 260,000 (persons living in monetary poverty)*

cz Maintaining the number of persons at risk of poverty or social exclusion at the level of
2008 (15.3% of total population) with efforts reduce it by 30,000

DK 22,000 (persons living in households with low work intensity)*

DE 320,000 (long-term unemployed)*

EE Reduction of the at risk of poverty rate after social transfers to 15%, equivalent to an
absolute decrease by 36,248 persons*

IE 200,000 (persons in combined powerty)*

EL 450,000

ES 1,400,000-1,500,000

FR 1,900,000

HR Reduction of the number of persons at risk of poverty or social exclusion to
1,220,000, equivalent to a decrease by 152,000 persons compared to 2011

IT 2,200,000

CY 27,000

LV 121,000 (at risk of poverty after social transfers and/or living in households with very
low work intensity)*

LT Reducing the number of persons at risk of poverty or social exclusion to 814,000

LU 6,000

HU 450,000

MT 6,560

NL 100,000 (people aged 0-64 living in a jobless household)*

AT 235,000

PL 1,500,000

PT 200,000

RO 580,000

SI 40,000

SK 170,000

El 770,000 persons living at risk of poverty or social exclusion, equivalent to an absolute
decrease by 140,000 persons
Reduction of the % of women and men aged 20-64 who are not in the labour force

SE (except full-time students), the long-term unemployed or those on long-term sick
leave to well under 14%*

UK EXxisting numerical targets of the 2010 Child Powverty Act and Child Powverty Strategy
2011-2014*

Source: National Reform Programmes (2014)
Notes: * denotes countries that have expressed their national target in relation to an indicator different than the EU
headlline target indicator.

* COM (2010) 758 final
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The EU poverty and social exclusion headline target is based on a combination of three indicators
— the at-risk-of-poverty rate, the severe material deprivation rate, and the share of people living in
(quasi-)jobless (i.e. very low work intensity) households. It considers people who find themselves in
any of these three categories and, while very broad, it reflects the multiple facets of poverty and
social exclusion across Europe. This definition extends the customary concept of relative income
poverty to cover the non-monetary dimension of poverty and labour market exclusion.

The most recent EU SILC figures available (i.e. for 2013) show that there has been a stabilisation in
the overall situation at EU level, although there continue to be disparities across Member States
and a worsening situation in many. Even though 11 Member States registered statistically
significant falls in poverty and social exclusion in 2013, around a 1/3 still saw significant rises. The
latest figures on living and income conditions in the EU show that the EU is not making any major
progress towards achieving its Europe 2020 poverty and social exclusion target of lifting at least 20
million people from poverty and social exclusion by 2020. In 2013 there were 4.8 million more
people living in poverty or social exclusion in the EU28 compared to 2008 (the reference year, due
to data availability, for the target adopted in 2010), a total of 122.6 million people or close to 1 in
4 Europeans.
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Figure 5. Evolution of the Europe 2020 poverty and social exclusion target’
(figures in 1000s)

Baseline referance year for monitoring fear of datareferencefor azsessing
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——AROPE 124,339)123,051(119,360( 1168, 584|114 457 (118 973 |120,357|123,138[121 374 96584
—8—AROP 79,306 | 50 424 | 80,650 | 81,363 | 80,672 | 81 273 | 83,835 | 84,013 | 82,631
—tr—SHD 52,032 [ 48,214 | 44 555 | 41,857 | 40,208 | 41245 | 43,743 | 45,997 | 47,620
—+—({Quasi}Jobless HHs| 39,292 | 35,902 | 36,885 | 34,403 | 34,439 | 38,225 | 39,003 | 35,103 | 39,709

Source: Eurostat (FU-SILC)

Note: AROPE — at risk of poverty or social exclusion rate; AROP - at-risk-of-poverty rate (Quasi-)jobless HHs - share of
population living in (quasi)-jobless households (i.e. very low work intensity (VLW households), SMD - severe material
deprivation rate. For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey year
(ie. 2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey). Similarly, the
(quasi-) jobless households (i.e. very low work intensity) rate refers to the previous calendar year (i.e. 2012) while for the
severe material deprivation rate, the reference is the current survey year (ie. 2013).

The overall trend masks growing divergence between Member States. Increases between 2008-
2013 have been observed mainly in the countries most affected by the economic crisis (EL, IT, CY,,
but also IE and ES using data for the period 2008-2012), have persisted in a number of Eastern
European countries which have some of the biggest challenges related to poverty and social
exclusion (BG, HU) but have started becoming a significant trend also in countries such as MT and
also in countries with some of the lowest shares of AROPE and solid welfare systems like DK and
LU. AROPE has remained more or less stable compared to 2008 in BE, CZ, DE, EE, FR, LV LT, NL,
PT and SK, while it has decreased in only four countries in the whole EU — AT, FI, PL and RO
(Figure 6). In contrast to the generally worsening trend in the years since the crisis hit, many
Member States have registered significant improvements between 2012 and 2013, including some
(BG, IT, LT, LV) with strong prior increases relative to 2008.

> Based on data for EU27
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Figure 6. At risk of poverty or social exclusion rate (in %), evolution (in pp)
2012-2013 and 2008-2013

EU28
2013 245 244
2012-2013

change in pp
2008-2013
change in pp

EU27 EA18 33 IE EL
235 30.0 35.7

2013 27.8 35.1 30.8 19.0 335
2012-2013 . 11

change in
2008-2013
change in ~

Source. Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in EU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; fij) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red

u_n

(positive/negative changes), using Eurostat computations of significance of net change. refers to stable performance

(l.e. statistically insignificant change). v) For the at-risk-of poverty rate, the income reference year is the calendar year
prior to the survey year (i.e. 2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the
survey). Similarly, the (quasi-)jobless households (i.e. very low work intensity) rate refers to the previous calendar year (i.e.
2012) while for the severe material deprivation rate, the reference is the current year (i.e. 2013).

The major part of the population at risk of poverty or social exclusion (between 59% in SE and
72% in DK) is composed of working age individuals (18-64). Children (0-17) comprise around a
fifth in the EU as a whole, but around a quarter in FR and the UK and close to one third in IE and
LU. For the elderly (65+) they account for 13 % at EU level, but for around 20% in EE, LV, LT, HR,
SI, Fl and SE, and as much as 23% in BG.

19

www.parlament.gv.at



Figure 7. Distribution of the population at risk of poverty or social exclusion
across age groups, 2013
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Source: Eurostat (FU-SILC)

Note: Latest data available for Ireland refers to 2012,

Substantial and focused policy efforts need to become a political priority so that the EU poverty
and social exclusion target remains a credible political commitment. Since current (2013) levels of
poverty and social exclusion are 4.8 million people higher than in 2008, and assuming no further
negative developments, almost 25 million people now need to be lifted out of poverty or social
exclusion by 2020 in order to still achieve the target.
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What are the drivers behind increased poverty and social exclusion at EU level?

Table 3 looks at the change in the risk of poverty or social exclusion for the period 2008-2013 for
different population characteristics and specific risk groups across Member States. The main
stylized facts that emerge are:

i) the countries with the largest increase in the population at risk of poverty or social exclusion
are EL, ES, IE, HU, CY, MT, LU, BG, LT and IT;

i) when taking into account the population size, the countries contributing substantially to the
increase in the AROPE rate at the EU level are IT, ES (referring to the change 2008 to 2012)
and to a lesser extent EL, HU and the UK;

i) relative poverty rates have remained fairly stable or with changes of up to 2pp in the period
2008-2013 for most Member States (with the exception of EL (3pp) and HR, LU, SE and SI
(all with rises of around 2-2.5 pp);

iv)  severe material deprivation has seen some more substantial increases of around 5pp or
more in several countries — EL (9.1 pp), HU (8.9 pp), CY (7.0 pp), MT (5.2 pp), IT (4.9 pp) and
LV (4.7 pp);

v)  labour market exclusion as reflected in the share of (quasi-)jobless households has increased
substantially in the countries hardest hit by the crisis — EL, ES, IE, LV, LT and PT, but also in
BG;

vi)  youth have generally seen the most important deterioration in their income and living
conditions, but also those of prime working age (25-54) and in some Member States also
children have experienced substantial declines, while the elderly have fared better across the
board, highlighting the important role of pension systems;

vii)  there is wide variation in the extent to which countries have managed to protect households
with dependent children at risk (single parents, large families). Among those Member States
with the largest rises in the AROPE rate, nearly all (with the exception of ES, LU and LT) have
seen the most important increases in the AROPE for large families, this being especially the
case in BG, EL, HU, IE and MT (all with rises of over 8 pp). In some cases (LU, LT but also DK,
EE, FR, LV and SE), it is single parent households that have clearly suffered the largest
increases compared to other household types.
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Table 3. Evolution of the at risk of poverty or social exclusion rate (2008-
2013) across relevant population characteristics and risk groups, in
percentage points and % for the at-risk-of-poverty threshold

AROPE AROPE components ...by gender ...by age group ...by activity status ...by Household type Share
AROP (quasi-) inactive singe HHwilout | . g pavent|  Large % share in
AROPE AROP Threshold SMD  [jobless HHs|  male female 0-17 18-24 25:54 55-64 65+ employed | unemployed (E.XCL person dependent HH families the EU28

(VLW refired) children AROPE
PL 47 ~ 353 58 ~ 44 5.0 31 36 38 -8.0 12 42 30 57 6.1 -6.3 49 ~ 79
RO -38 -10 27 4.4 -19 -36 -40 21 26 1.2 6.0 142 2.3 40 27 91 -83 -127 22 70
AT -18 ~ 105 -7 ~ -15 2.2 ~ ~ ~ 5.7 50 -7 28 ~ 28 27 ~ 37 13
FI -14 -18 155 -1.0 15 ~ 27 21 20 ~ ~ 11 -18 33 42 -19 -1 66 -15 07
SK ~ 19 415 -16 24 ~ -18 12 14 11 -45 -83 -19 -15 32 -100 -28 40 26 0.9
cz ~ ~ 95 ~ ~ ~ -1 22 11 ~ ~ 21 ~ -36 76 41 ~ -19.1 -35 12
FR ~ 12 108 ~ ~ ~ ~ ~ ~ 13 26 37 ~ 35 a7 11 -15 36 ~ 92
BE ~ ~ 181 ~ 23 13 -12 ~ ~ 27 64 34 ~ 119 41 ~ ~ 40 37 19
DE ~ 76 ~ -18 ~ ~ ~ ~ ~ ~ ~ 15 6.6 33 11 ~ -4.6 -11 132
EU27 06 ~ na. 11 15 12 ~ 10 34 27 ~ 5.2 ~ 22 19 12 ~ ~ ~ 99.0
v ~ 65 14 47 46 28 ~ 6.0 113 6.6 -13 27 31 119 65 -16.3 6.6 108 76 0.6
NL ~ ~ ~ 10 11 ~ 14 15 25 21 18 36 ~ 26 9.0 38 ~ 36 41 22
EA18 13 ~ na. 15 17 19 ~ 12 38 34 ~ -39 10 30 15 ~ ~ ~ ~ 616
PT 14 ~ ~ 12 59 24 ~ 21 56 42 21 14 -14 81 49 83 ~ -4.6 133 23
SE 15 26 153 ~ 16 12 18 16 29 12 ~ 10 ~ -16 101 5.7 18 51 15 13
UK 16 28 -112 38 28 19 11 30 65 40 38 -104 14 45 35 ~ -19 -15 -17 127
EE 17 ~ 130 27 31 36 ~ 29 93 41 50 -129 24 -36 49 -116 ~ 26 ~ 03
S 19 22 ~ ~ 13 28 11 22 33 26 ~ -14 14 112 58 6.2 11 6.6 55 03
DK 26 ~ 87 18 44 30 22 28 105 42 21 12 ~ ~ 34 29 18 82 33 0.9
m 31 ~ ~ 49 12 40 24 28 63 55 21 -18 43 89 ~ ~ 29 14 33 141
LT 32 ~ 58 37 59 30 33 6.0 19 56 31 64 18 137 -36 92 11 18 53 07
BG 32 ~ 21 18 49 35 30 73 88 59 -13 -19 42 29 82 -129 -18 6.7 85 28
w 35 25 ~ 11 19 44 27 51 49 28 32 16 21 122 58 35 19 47 ~ 0.1
ES 37 14 91 22 7 50 24 32 94 8.7 21 -111 17 110 -15 65 20 13 6.9 103
MT 39 ~ 171 52 ~ 44 34 70 102 58 ~ 52 45 169 49 -30 ~ 95 85 0.1
cy 45 ~ ~ 70 34 6.3 29 6.2 119 106 12 -232 6.7 215 6.6 32 -1 5.6 28 0.2
HU 53 19 139 89 ~ 58 49 96 41 65 25 15 60 6.6 12 ~ 27 46 9.1 27
IE 63 ~ -109 43 97 70 5.7 65 207 9.0 14 18 17 80 28 58 57 ~ 87 09
EL 76 30 245 91 107 83 70 94 167 13 83 5.0 15 100 104 -11 49 30 106 32

EU28 na na. na na na na na. na na na na na. na. na na na na. na. na 1000
HR na. 22 na. na na na. na na. na na na. na na na na na na na na. 10

Source: Eurostat (FU-SILC); Sorted by the size of the AROPE change between 2008 and 2013.

Notes: [) " refers to stable performance (i.e. statistically insignificant change) with a 1pp threshold level used, or for
AROPE using Eurostat computations of significance of net change (note figures for changes in AROPE in EE, PT, LT are
shown but are not significant using Eurostat estimates), i) no 2013 data for IE, so reference is made to the period 2008-
2012 jij) For 2013 EU-SILC data ES registered a major break in series for the income variables. As a result income
related indlicators are not comparable to 2008 for this country and the changes in the AROPE and its components are
therefore, for consistency, all presented for the period 2008-2012 only, iv) For UK, changes in the survey vehicle and
institution in 2012 might have affected the results on trends since 2008 and interpretation of data on the longer term
trend must therefore be particularly cautious, iv) the AROP threshold refers to a single person household and is
calculated as the percentage change of the threshold expressed in pps.

Looking at the country-specific situation, we can note that in EL, which has registered the largest
(7.6pp) deterioration in the AROPE rate for the period 2008-2013, the main drivers behind this are
the increases in the severe material deprivation rate and the share of (quasi-) jobless households.
Youth (18-24) and workers of prime working age (25-54) have seen their income and living
conditions deteriorate more than children and older workers, while the income situation of the
elderly has improved relative to the rest of the population. While the share of working poor has
increased only slightly, the AROPE rate for people outside of the labour market (unemployed or
inactive) has increased above 10pp. Single parents and especially large families have also seen
their situation deteriorate substantially, with the share of large families at risk of poverty or social
exclusion increasing by more than 10 percentage points.
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In IE, which has the second highest increase in AROPE (based on the change between 2008 and
2012, amounting to 6.3pp), the main driver has been the share of (quasi-) jobless households (up
9.7 pp). With regard to age groups the pattern is similar to that for EL, with youth and workers of
prime working age faring the worst while the relative situation of the elderly has improved. The
AROPE rate for the unemployed has risen by 8 pp while for the inactive it has decreased by 2.8 pp.
While large families have seen a substantial rise in their AROPE rate, single parents have been
relatively less affected.

For HU, the worsening level of severe material deprivation is behind its AROPE increase of 5.3 pp.
In terms of age groups, the strongest increase in the AROPE rate has been for children, and in line
with this single parent households and large families have seen the most important rises among
the various household types. With regard to activity status, the rises for employed, unemployed
and inactive have been broadly similar.

At the other end of the spectrum, only four countries have registered a decrease in their AROPE
rates in excess of 1 pp for the period 2008-2013, namely AT, FI, PL and RO. In all cases a main
driver behind this change has been the improvement in the severe material deprivation rate. The
AROPE has decreased for all age groups in PL, while this has also been the case in RO apart from
for the youth age group. In AT and FI the improvement has mainly been for the elderly or older
workers. In PL and RO, substantial improvements were observed across all households types
except for large families, while in FI the strongest improvement was for single parent households.

All this clearly shows that behind the changes in the AROPE rates lie very different dynamics in
terms of what is driving the change. Some countries show quite similar patterns in terms of the
type of individuals most affected but a number of Member States have very heterogeneous
profiles. This is due not only to the way the economic crisis has affected countries and their
population but also to the structural challenges they face and the policy mix they have
implemented.

In order to examine developments further, some Member States have developed complementary
approaches to monitoring social developments during the crisis, going beyond the common
indicators generally used in social monitoring (as in the SPPM). These complementary approaches
can provide useful additional information on what is happening to the social situation in countries,
and are summarised in Box 1 for certain Member States (BE, IE and IT).

Box 1. Social monitoring in times of crisis — the approaches of Belgium, Ireland and Italy

Belgium: Simultaneously picturing the level and the evolution of the at-risk-of-
poverty rate and threshold during the Great Recession

Since the start of the Great Recession, median income and thus the at-risk-of-poverty threshold
(60% of median income) has gone down at one time or another in nearly all the EU Member
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States. This has raised questions regarding the interpretation of the results of the at-risk-of-poverty
indicator, especially in cases where a drop in the at-risk-of-poverty rate (positive) coincided with a
drop in median income and thus in the at-risk-of-poverty threshold (negative). Some people
whose income hadn't changed were no longer considered to be at risk of poverty simply because
of the drop in the threshold.

In considering this, it is important to remember that the at-risk-of-poverty rate is actually the
relative income poverty rate where the threshold is equal to 60% of median income. The indicator
is consistent with the early official definition of poverty by the EU Council of Ministers (1975), which
defines people as poor in relation to the standard of living in the Member State in which they live.
It captures the relative, and not the absolute dimension of poverty. Looking at developments over
time, the question the relative income poverty indicator tries to answer remains as relevant as ever:
‘Does an increase in the average standard of living brought about by economic growth also
benefit the lower end of the income distribution?” Or conversely - in case the average standard of
living goes down — ‘Does the living standard of people at the lower end of the income distribution
(proportionally or more than proportionally) go down with it or are these people to some extent
protected from the decline in the average standard of living?’

Even if it makes sense to look at the development of the at-risk-of-poverty rate in isolation, it is
clear that analysing it in combination with the threshold can lead to a better understanding of
what is happening to income poverty in the EU. Therefore, adding a scatterplot that combines the
rate and the threshold will reinforce the monitoring framework.

The at-risk-of-poverty rate and threshold are contained in the Social Protection Performance
Monitor that is at the core of this report as two separate indicators (see Figure 10), meaning that
there is an agreed normative interpretation of the change in both indicators (hence the colour
coding of statistically significant developments: green = positive, red = negative). This implies that
Member States should try to bring down the at-risk-of poverty rate, while increasing the average
standard of living, i.e. driving up median income, and thus the at-risk-of-poverty threshold. It is
important to note that in the SPPM the threshold is expressed in purchasing power parities.
Purchasing power parities (PPPs) are used as currency conversion rates to convert income or
expenditures expressed in national currencies into an artificial common currency (the Purchasing
Power Standard, PPS), thus eliminating the effect of price level differences across countries. Since
the Monitor refers to the threshold in PPS (and not in national currency) developments of the
threshold in an EU comparative perspective are measured.

In the scatterplot below, which is strictly limited to SPPM data and is based on EU-SILC 2013
figures®, EU Member States are compared according to their at-risk-of-poverty rate (X-axis) and
their at-risk-of-poverty threshold for a single person (Y-axis). The challenge is to move to the top
left corner of the graph (increase the threshold and reduce the rate). The chart allows us to visually

6 SILC 2012 data have been used for Ireland because of the unavailability of SILC 2013 data and for Spain because of the
break in the times series in 2013 and the need for consistency with Figure 11.
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compare not only the at-risk-of-poverty rates but also the at-risk of poverty thresholds across
countries. It is clear that countries with similar rates often have very different median income levels.

Figure 8. The at-risk-of poverty rate and associated poverty threshold in 2013
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(*) SILC 2012 data have been used for Ireland because of the unavailability of SILC 2013 data and for Spain because of the
break in the times series in 2013 and the need for consistency with Figure 11. Clustering and colour coding of countries is
based on the groupings proposed by the Commission in the ESDE 2013 report (page 337): Southern Europe: red; Western
Europe: green; Central Europe: purple; Eastern Europe: yellow; Northern Europe: blue; North-Western Europe: grey.

It is possible to further develop the analysis by introducing the time dimension in the graph. This
has been done in Figure 11 of this report. The graph shows the combined evolution in the at-risk-
of-poverty rate and the associated at-risk-of-poverty threshold over the period 2008-2013. The
arrows depict how Member States have moved on the two indicators over the full period since the
start of the crisis. Arrows pointing to the top left corner (in green) point to progress on both
indicators, while arrows pointing to the bottom right corner (in red) point to a negative
development on both indicators. This visual representation can contribute to a better
understanding of the development of the risk-of-poverty at Member State level. It will also help in
assessing the situation at the level of the EU, e.g. by showing whether trends are converging or
diverging between the Member States. Similar graphs can be produced to cover the pre-crisis
period 2005-2008 or the full period for which EU-SILC data are available: 2005-2013. Of course, in
showing/interpreting the graphs, any breaks in the time series need to be taken into account and
one should be aware that the threshold is shown in PPS. Furthermore, there is no indication of the
statistical significance of the changes.
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Ireland: Economic Stress and the Great Recession in Ireland: Polarization,
Individualization or ‘Middle Class Squeeze’?

Bertrand Maitre’, Helen Russell’ and Christopher T. Whelan®

Following an unprecedented boom, since 2008 Ireland has experienced a severe economic and
labour market crisis. Considerable debate persists as to where the heaviest burden of the recession
has fallen, but conventional measures of income poverty and inequality have a limited capacity to
capture the impact of the recession.

The economic crisis has had a detrimental effect on the livelihoods of many Irish households.
While rising unemployment and poverty are visible signs of the recession’s impact, it is likely that
the effects of such an extensive decline in GDP and severe cuts in public expenditure have spread
considerably further than those who have directly experienced job losses and income poverty.
Increases in taxation, declining wages and hours of work, and reductions in state transfers have
impacted across the social and income distribution, while indebtedness and mortgage arrears
have spiralled among groups who were previously well protected from financial difficulties. The
scale of these effects has led to questions as to the class and life-course distribution of the cost of
the recession and the extent to which the burden has been disproportionately borne by specific
social groups. ’

Purely income-based poverty measures have failed to pick up the rising hardship because the
general decline in income levels led to the poverty threshold falling in value. Here instead the
focus has been on a subjective measure of economic stress while controlling for level of material
deprivation and welfare dependency. The analysis suggests that changes in economic stress levels
between the boom and bust periods for income class groups are largely accounted for by trends
in objective circumstances and their changing impact.

It is clear from the findings that economic stress was strongly influenced by income class and social
class stratification for both of the time periods considered. There is no evidence that the increasing
influence of life-course factors led to a diminution in the impact of either income class or social
class. Instead a pattern of interaction is observed that shows the impact of each factor to be highly
contingent on the situation in relation to the other.

The pattern of change over time cannot be accurately described as involving either
individualization or polarization. The recession resulted in raised stress level for all income classes
and social classes. The affluent class remained largely insulated from the experience of economic
stress, however, it saw its advantage relative to the income poor class decline at the earliest stage

Economic and Social Research Institute, Dublin

School of Sociology, Social Policy and Social Work, Queen’s University Belfast & Geary Institute & School of
Sociology, University College Dublin

Use is made of both a measure of social class as developed by Goldthorpe (2006) as well as a measure based on
household income classification as used by Atkinson and Brandolini (2013).
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of the life-course and remain stable across the rest of the life course.’® At the other end of the
hierarchy, the income poor class experienced a relative improvement in their stress situation in the
earlier life course phase and no significant change at the later stages. For the remaining income
classes, life-course stage was even more important. At the earliest stage the precarious class
experiences some improvement in its situation while the outcomes for the middle classes remain
unchanged. In the mid-life course the precarious and lower middle classes experience
disproportionate increase in their stress levels while at the later life-cycle stage it is the combined
middle classes that lose out. Additional effects over time relating to social class are restricted to
deteriorating situation of the petit bourgeoisie at the middle stage of the life-course.

The analysis has provided clear evidence of the substantial impact of both class and life course
effects or as they have been described in the social investment literature — ‘old" and 'new’ risks.
However, rather than ‘old" class related risks being displaced by ‘new’ life course risks, instead a
complex pattern of interaction is observed in which income and class effects are conditional on
phase of the life-course and vice versa. Understanding the changing role of class and life course
factors is greatly facilitated by moving beyond a focus on income in order to develop a multi-
dimensional perspective that encompasses material deprivation and economic stress.

Since 2011 there have been significant further cuts in public sector pay, and tax changes such as
the introduction of a property tax and additional cuts in public sector pay introduced in 2013.
These are not captured in the current analysis and may affect subsequent patterns of economic
stress. The analyses also stops well before the labour market recovery observed in 2013. It is likely
that in an upturn, middle class groups will benefit disproportionately from increased employment
and a rise in property values. Nevertheless, dealing with the potential political pressures arising
from the unprecedented levels of economic stress for the precarious and lower middle income
classes and the petit- bourgeoisie while sustaining the social welfare arrangements that have in
significant part protected the income poor class, presents formidable challenges in terms of
maintaining social cohesion and political legitimacy as exemplified by the scale of the recent
opposition to the introduction of water charges.

References:

Atkinson, A. and Brandolini (2013). ‘On the Identification of the Middle Class’ in J. C. Gornik and M.
Jantti (eds), Economic Disparities in the Middle Class in Affluent Countries, Stanford: Stanford
University Press

Goldthorpe, J. H. (2006), 'Social Class and Differentiation of Employment Contracts’, in J.H.
Goldthorpe, On Sociology Volume II Second Edition: Illustration and Retrospect Stanford: Stanford
University Press

9" The affluent class is the group of individuals with an equivalised household income greater or equal to 167% of the
median equivalised household income. The precarious income group has an equivalised household income between
60% and 74% of the median equivalised household income (see Maitre, Russell and Whelan, 2014 for more details)
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Maitre, B, Russell, H & Whelan, C (2014), Trends in Economic Stress and the Great Recession in
Ireland: An Analysis of the CSO Survey in Income and Living Conditions (SILC). Department of
Social Protection, Dublin.

http://www.socialinclusion.ie/documents/2014-04-
24 _TechnicalPaperOnEconomicStress_pap_FINAL.pdf

Italy: SOCIAL MONITORING IN TIME OF CRISIS: THE ITALIAN ABSOLUTE MEASURE OF POVERTY

The Italian National Institute of Statistics disseminates yearly a measure of absolute poverty based
on a basket of goods and services considered as essential for a household to avoid the extreme
condition of social exclusion (basic needs). It is made up of a food and drink component and a
housing component. However, such components do not completely define individual and
household needs, as health, education, transport and clothing expenses are excluded. For these
needs a lump-sum was defined (residual component).

The total of the three components (in particular their monetary definition) is a standard reference
consumption expenditure for an Italian household that guarantees an adequate nourishment, a
decent dwelling and the fulfilment of other main needs and to avoid any kind of social exclusion.

The assumption underlining the basket is that the basic needs are homogenous all over the
Country but their costs differ. Therefore the basket monetary value - and the absolute poverty
threshold- vary by geographical area and residence municipality size.

The poverty thresholds are calculated for each single household type, depending on the number
and age of its members. Finally, the basket monetary value is updated taking into account the
individual good and service price dynamics by geographical area.

The food component was based on the individual calories needed to carry out usual daily activity;
assumed as invariable over time and independent from the preferences of single individuals for
various foods or drinks. A nutritional model defined by the Italian National Nutritional Institute was
used proposing daily individual diets on the basis of sex and age of individuals.

The monetary evaluation of the food basket was made on the basis of the lowest consumer prices
available for each household in Italy. Using the elementary prices collected by Istat, for each single
good a weighted average of the prices charged in three different distribution canals (hard
discount, modern and traditional distribution) is obtained for each geographical area.

At this stage, the food and drink component value is computed without taking into account the
effect of possible saving actions, since it is calculated only on the basis of the individual caloric
need. Larger/smaller households can save/not save money on purchasing bigger quantities of
food or on being obliged to buy the minimum packaging. Even if these do not represent real
economies of scale, they have to be considered on evaluating the minimum amount of money
needed by the single household to buy the defined basket.
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As regards the housing component a distinction is made between two aspects: i) the availability of
the dwelling; ii) the facilities it must be equipped with. According to the availability, expenditure on
rents was used adopting the national regulation (Decreto Ministeriale 5 July 1975) that associates
specific household sizes to minimum adequate surface classes houses.

Among housing expenditures, electric power and heating were considered. For the electric power
the monetary evaluation (at current prices) was made under the hypothesis of minimum
consumption, obtained using the estimation provided by the “Autorita per I'energia elettrica e il
gas” by household size and electrical durable goods availability.

TV, refrigerator and washing machine are the electrical durable goods included in the basket as
basic needs. Also the availability of a non- electric cooker is included because it is widely owned
even by households with strong economic constraints. For these goods the monthly depreciation
quotas were taken into account, calculated for each good on the basis of the average duration
(estimated by the insurances) and of the relative consumer prices.

As the residual expenditures strongly depend on individual characteristics and less on scale
economies in respect to housing expenditure, it has been hypothesized that this component
depends on the household typology and it has been obtained as a percentage of the food basket
expenditure.

The total basket value was calculated summing up the different components for each household
and it differs by i) household size, ii) household age composition, iii) size of the residence
municipality and iv) geographical area. In this way many thresholds of absolute poverty have been
defined, as combinations of household type, geographical distribution and size of the municipality
of residence. To inflate or deflate the poverty threshold over time, the consumer price analytical
indexes (the specific index for each good and service in the basket) for the whole community have
been used. Under the hypothesis that the prices dynamics can geographically differ, the
deflation/inflation has been done by geographical area.

During the crisis years, in Italy, the incidence of absolute poverty began to show signs of growth
since 2011, continuing in 2012 and 2013 against an increase of severe deprivation and of the
indicator of the risk of poverty or social exclusion (EU2020) observed in 2011 and 2012, but not in
2013. The risk of poverty increased in 2011 (2010 income), but was stable in 2012 (2011 income),
given a poverty line in 2012 with income lower than that obtained in 2011 and 2010 and slightly
higher than those calculated for 2009 and 2008 income.

The latter indicators capture different aspects of the condition of households, more linked to
inequality (such as the risk of poverty measure) rather than conjunctural trends and price
dynamics.

The absolute poverty indicator represents an additional instrument that can be used with other
indicators, also available at the European level, to give a more complete picture of the households’
economic conditions, to enrich the flow of information and "correct" possible interpretation
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distortions of each approach. Moreover, it focuses on the poorest among the poor, giving key
elements to properly orient policies against poverty.

Developments in the relative poverty risk

Looking at the evolution in the relative poverty rate over the past 8 years, we can see that the
EU27 rate has been quite stable and only started to increase noticeably after 2010, although 2013
saw it fall again to the same level as in 2008. Behind the movements in the average, there are two
underlying trends worth highlighting — while the overall trend for the average poverty rate of new
Member States was downward until 2010, with only a slight increase in 2011 before the downward
trend continued, the Euro area poverty rate registered a rather consistent increase through to
2012, before showing a fall in 2013 (Figure 9).

Figure 9. At-risk-of-poverty rate (EU27, EA17, NMS12), 2005-2013
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Source: Eurostat (FU-SILC)

8 Member States experienced increasing at-risk-of-poverty rates between 2012 and 2013, the
most notable rises being observed in EE, LT and SL In around half of the Member States, the
poverty rate has remained stable in the most recent period, with some improvements for a few
countries — BE, CZ, FI and FR. In the longer term, however, 9 Member States had substantially
worse relative poverty rates compared to the start of the crisis in 2008, with the highest increases
in EL (3.0 pp), HR (2.2 pp), LU (2.5 pp), SI (2.2 pp) and SE (2.6 pp).

However, the changes in the at-risk-of-poverty rate must be assessed in parallel with the
underlying developments in the poverty threshold. In this regard, for 2/3 of Member States there
was no significant change in the threshold between 2012 and 2013, while for some 6 Member
States there was a substantial increase. However, of particular note is the 10% decline in the
poverty threshold in EL, which raises concern even though the at-risk-of-poverty rate remained
stable.
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Figure 10. Evolution (in pp) of the at-risk-of-poverty rate and the associated
at-risk-of-poverty threshold (in %, in Purchasing Power Standard (PPS)),
2012-2013 and 2008-2013

AROP
EU28 EU27 EA18 BE BG cz DK DE EE 13 EL ES FR HR IT

2013 16.7 16.6 16.7 15.1 21.0 8.6 123 16.1 18.6 15.7 23.1 204 13.7 19.5 19.1
2012-2013 . . . 02 . 1.0 - . 11 na. . na. 04 . ~
change in pp
2008'2,013 na - - . - - - - - - 3.0 1.4 12 22 -
change in

RO

2013 15.3 19.4 20.6 159 143 15.7 10.4 144 17.3 18.7 224 14.5 12.8 11.8 14.8 159
2012-2.013 06 N 20 0.8 ~ 0.6 0.3 ~ ~ 0.8 - 1.0 ~ 14 ~ ~
change in pp
2008-2013 . 65 . 25 19 . . . . . 1.0 22 19 18 26 28
change in pp

AROP Threshold (in PPS)

EU28 EU27 EA18 ;13 BG cz DK DE EE IE EL ES FR HR IT
2013 na. n.a. na. 11,865 3,633 6,389 11,481 11,622 5,130 9,713 5,452 8,543 11,631 4,355 9,205
2012-2,013 n.a. na. na. 6.9 ~ ~ ~ ~ 8.4 n.a 9.7 na ~ ~ ~
change in pp
2008-2013 na. na. na. 181 271 95 8.7 76 130 | -109 | -245 91 108 . .
change in pp
RO
2013 10,896 3,971 4,411 16,360 4,507 9,321 11,536 12,555 5,463 5,705 2,237 8,571 5,741 11,470 12,316 9,882
20122013 . 69 | 93 . . 64 . . 54 . . . . . . .
change in pp
2008-2013 - 7.4 5.8 . 139 17.1 . 10.5 353 . 217 . 415 15.5 153 112
change in pp

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in EU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; i) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes). For the change 2012-2013, Eurostat computations of significance of net change. For the
change 2008-2013, a 1pp threshold has been used. "~" refers to stable performance (i.e. statistically insignificant
change). v) For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey year (ie.
2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey).

Focusing on the longer term changes since 2008 (Figure 11), again highlights the especially
worrying developments in EL where a significant rise in the risk of poverty is combined with a
substantial fall in the poverty threshold of close to 25%. In addition, based on the change between
2008 and 2012, [E has not seen a significant rise in the risk of poverty, but this is nevertheless
associated with a fall of around 11% in the actual poverty threshold, while in ES a significant
increase in the poverty rate occurs simultaneously with a fall of around 9% in the threshold. Some
Member States have experienced a combined significant rise in both the poverty risk and the
threshold (most notably SE and SK), and some a significant fall in the poverty risk combined with a
rise in the threshold (most notably FI). Finally, a few countries have seen a fall in the poverty risk
together with a drop (in PPS terms) in the poverty threshold.
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Figure 11. Combined evolution in the at-risk-of-poverty rate (in %) and the
associated at-risk-of-poverty threshold (in PPS), 2008-2013
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Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in serfes in 2013 in ES for income variables in FU-SILC, so changes are presented for the period 2008-2012
only; iii) For UK, changes in the survey vehicle and institution in 2012 might have affected the results on trends since
2008 and interpretation of data on the longer term trend must therefore be particularly cautious, iv) The income
reference year Is the calendar year prior to the survey year (ie. 2012) except for the United Kingdom (survey year) and
Ireland (12 months preceding the survey). Line colours reflect the combined movement of the threshold and AROP rate:
Green = threshold up and rate down, purple = both threshold and rate up, orange = threshold down and rate down,
red = threshold down and rate up) v) In this chart all changes are shown without regard to the statistical significance of
the change.

As the above results highlight, in periods of sudden changes in the median income of the
population, as has been the case in a number of Member States during the economic crisis, the
poverty threshold can move quite substantially and impact on the real implication of evolutions of
the poverty rate. A useful way to account for this is to keep the poverty threshold fixed in real
terms over a longer period of time, therefore controlling for the effects of a moving poverty
threshold, and reflect the evolution of the real income of the poor and the effectiveness of social
inclusion policies. In the current context this method reflects better the deterioration of the real
income of the poor and the lack of effectiveness of social inclusion policies.
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Figure 12 shows the evolution of the at-risk-of-poverty rates anchored in 2008 poverty threshold
levels. Results suggest that between 2012 and 2013 the largest increases were observed in EL (8.5
pp), CY (5.7 pp), HU (3.2 pp), PT (2.9 pp) and SI (2.7 pp) while the three Baltic States reported the
largest decreases (EE (-3.2 pp), LV (-2.0 pp) and LT (-1.7 pp)). Looking at the longer timeframe
2008-2013, and with reference to the beginning of the crisis and keeping the poverty threshold at
the 2008 value, EL has clearly seen the largest increase in its anchored poverty rate (24.2 pp),
followed by CY (7.4 pp), LV (7.1 pp), IT (6.3 pp), LU (5.9 pp) and LT (5.7pp), while the rate in IE
increased by 9.8 pp between 2008 and 2012. The biggest improvements were observed in PL and
SK, with a decrease of 4.9 pp and 3.5 pp, respectively, while BG, FI and RO also saw declines of the
order of 3 pp.

In absolute terms, 18.3 % of the population in the EU-28 in 2013 were at-risk-of-poverty anchored
at 2008 poverty threshold levels, which is 1.6 pp higher than the ordinary rate of 16.7 %. Similarly
for the Euro Area the rate is slightly higher at 19.0 % versus 16.7 % for the normal at-risk-of-
poverty rate.

Figure 12. At-risk-of-poverty rate anchored in 2008 for 2008, 2012 and 2013
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Note: |) Sorted on the anchored-AROP for 2013 ij) break in series in 2013 for ES iii) For UK, changes in the survey vehicle
and institution in 2012 might have affected the results on trends since 2008 and interpretation of data on the longer
term trend must therefore be particularly cautious, iv) no 2013 data available for IE; v) for the at-risk-of poverty rate, the
income reference year is the calendar year prior to the survey year (ie. 2012) except for the United Kingdom (survey
year) and Ireland (12 months preceding the survey).
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Another issue of concern is the rise in the share of the population suffering persistent poverty. In
2012, the persistent at-risk-of-poverty rate in the EU27 was 10.2%, up from 8.6% in 2008. Given
the relatively small sample sizes currently available for this indicator it is not possible to identify
many statistically significant trends at Member State level in its evolution. However, significant rises
in the persistent poverty rate for the latest year of data available can be seen in AT (3.0pp), EL
(3.3pp) and LT (4.8pp) Significant longer term developments are also apparent in AT and DE (both
up 3.2pp), while there has been a significant reduction in EE (down 4.3pp).

Box 2. The persistent poverty risk indicator

The “at persistent risk of poverty rate” is an important indicator as it is the only EU social indicator
looking at persistence. However, the small sample size on which it is based, which is due to the
design of the EU-SILC instrument, leads to relatively large confidence intervals (of plus or minus 2
percentage points in most countries). The European Statistical System (ESS, consisting of Eurostat
and the Member States’ National Statistical Institutes) are working on improving the reliability of
the indicator. In this regard, the ESS is exploring the possibility of modifying the longitudinal
component of EU-SILC by moving from a 4-year to a 6-year rotational panel. A 6-year panel
would more than double the existing sample size used for calculation of the persistent poverty risk
indicator, thereby improving is reliability significantly. It would also allow better analaysing
transitions, providing greater opportunities for developing additional longitudinal indicators.

! The indicator shows the percentage of the population whose equivalised disposable income was below the ‘at-risk-of-
poverty threshold’ for the current year and at least 2 out of the preceding 3 years
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Figure 13. Persistent at-risk-of-poverty rate, evolution in pp, 2011-2012 and
2008-12

EU28 EU27 EA18 BE BG cz DK DE EE IE EL ES FR HR IT

2013* 10.2 10.2 10.1 9.9 12.9 4.1 5.1 10.4 9.3 : 13.8 11.6 7.0 : 13.1
2012-2013*
change in pp
2008-2013*
change in pp

na. 33 na. n.a.

na. 0.9 na.

2013* 8.3 12.6 12.3 7.1 8.0 8.5 5.8 8.8 10.7 114 18.2 7.5 8.6 7.0 : 8.6
2012-2013*
change in pp
2008-2013*
change in pp

48 3.0 na.

Source: Eurostat (FU-SILC)

Note: |) *Most figures are for the year 2012 (and hence most longer term changes refer to 2008-2012), but where figures
for 2013 are available (AT, CZ DK EE, FI HU, MT and Si) these are included ii) For UK, changes in the survey vehicle and
institution in 2012 might have affected the results on trends since 2008 and interpretation of data on the longer term
trend must therefore be particularly cautious; i) no data for IE, FR, HR or SE, iij) the income reference year is the calendar
year prior to the survey year except for the United Kingdom (survey year) and Ireland (12 months preceding the survey).

Deterioration in living standards and increasing depth of poverty are
becoming a very tangible consequence of the economic crisis in some
countries

Looking at the relative poverty rate set with other thresholds (40%, 50% of equivalised median
income) can give further information on the shape of the distribution around the 60% threshold
and allows to see what share of the population living below the 60% poverty threshold actually
finds itself in the very bottom of the income distribution. When many incomes are concentrated
around the threshold, the exact level of the threshold can have a considerable impact on the at-
risk-of-poverty rate. Looking at 2013 data (Figure 14), we can see that overall for countries with
equal levels of poverty risk at the 60% threshold, the share of people at the very bottom, i.e. below
the 40% threshold is quite similar. The only notable exception is DK whose share of people at the
very bottom (below 40%) is twice as high as that of FI while they share very similar poverty risk
rates. The overall ranking of countries does not change substantially with the exception of FR, LU
and LT which see their positions improve as they have a stronger concentration of people around
the 60% threshold.
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Figure 14. At-risk-of-poverty rate at different threshold levels (40%, 50% and
60% of median equivalised income), 2013
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Note. j) sorted on the AROP rate with a 60% threshold i) Latest data available for Ireland refers to 2012. iij) For the at-
risk-of poverty rate, the income reference year Is the calendar year prior to the survey year (ie. 2012) except for the
United Kingdom (survey year) and Ireland (12 months preceding the survey).

It is interesting to look at the evolution of the poverty rate at the different threshold-levels as this
gives an indication as to where the major changes have occurred — more people slipping into
more severe forms of poverty or rather more people concentrating at the 60% poverty threshold
level. Table 4 below shows the evolution in the short-term (2012-2013) and long-term (2008-2013)
highlighting only changes of magnitude greater than 1pp. For several of the countries the long-
term changes observed have been more or less of similar magnitude regardless of the threshold
level used, including those countries where changes were not significant across the range of
thresholds and SK. For EL, IE, IT and PT it is notable that there is a more pronounced rise in the
share in the most severe poverty category. For LU and SE, it is more a case of changes reflecting
people concentrating more around the 60% threshold.
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Table 4. Evolution (in pp) of the at-risk-of-poverty rate at different poverty
threshold levels (40%, 50%, 60%), 2012-2013 and 2008-2013

pp change 2008-2013 pp change 2012-2013

40% 50% 60% 40% 50% 60%
EU28 n.a n.a n.a ~ ~ ~
EU27 ~ ~ ~ ~ ~ ~
EA18 ~ ~ ~ ~ ~ ~
BE ~ ~ ~ ~ ~ ~
BG 1.2 ~ ~ ~ ~ ~
(074 ~ ~ ~ ~ ~ -1.0
DK 1.2 ~ ~ ~ ~ ~
DE ~ ~ ~ ~ ~ ~
EE 1.2 ~ ~ ~ ~ ~
IE 2.1 ~ ~ n.a n.a n.a
EL 4.4 3.9 3.0 ~ ~ ~
ES n.a n.a n.a n.a n.a n.a
FR ~ 1.1 1.2 ~ ~ ~
HR n.a n.a 2.2 ~ ~ ~
IT 1.6 ~ ~ ~ ~ ~
CY ~ ~ ~ ~ ~ ~
LV -2.6 -5.8 -6.5 ~ ~ ~
LT ~ ~ ~ ~ 1.8 2.0
LU 1.0 1.8 2.5 ~ 1.3 ~
HU 1.2 2.4 1.9 ~ ~ ~
MT -1.2 ~ ~ ~ 1.5 ~
NL ~ ~ ~ ~ ~ ~
AT ~ ~ ~ ~ ~ ~
PL ~ ~ ~ ~ ~ ~
PT 2.3 ~ ~ 1.5 1.2 ~
RO ~ ~ -1.0 ~ ~ ~
Sli ~ 1.7 2.2 ~ 1.1 1.0
SK 1.8 2.1 1.9 ~ ~ ~
Fl ~ -1.1 -1.8 ~ ~ -1.4
SE 1.1 1.7 2.6 ~ ~ ~
UK -1.3 -2.3 -2.8 ~ ~ ~

Source: Eurostat (EU-SILC)

Note: |) For ES there is a major break in series in 2013. Ij) For UK, changes in the survey vehicle and institution in 2012
might have affected the results on trends since 2008 and interpretation of data on the longer term trend must therefore
be particularly cautious; iii) LV shows positive developments but the value of the poverty threshold for the period 2008-
2013 has decreased substantially so these need to be taken with caution.

The poverty gap is another way of looking at the depth of poverty, indicating the extent to which
the incomes of those at risk of poverty fall below the poverty threshold on average. In policy
terms, it indicates the scale of transfers which would be necessary to bring the incomes of those
concerned up to the poverty threshold. The poverty gap in the EU27 in 2013 was 23.8% lower
than the at-risk-of-poverty threshold. This has expanded by 2.0 pp since 2008, although broadly
remaining stable since 2012. In 2013, the poverty gap in the EU27 countries varied between 15%
(in FI) to over 30% (BG, EL, ES and RO). It is especially concerning that the poverty gap has
increased in two-thirds of all Member States since 2008, and in some countries quite substantially
so (by around 4 pp or more in BG, PT, HU, IT, DK, SK, ES and EL) (Figure 15).
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The increasing depth of poverty was identified as a social trend to watch in 2013 by the SPC as
more than 1/3 of Member States had statistically significant increases in their poverty gaps.
Chapter 3 of this report analyses in-depth both the characteristics of the population that is found
in this situation as well as the policy instruments put in place in Member States to address it.

Figure 15. Relative median at-risk-of-poverty gap, evolution in pp, 2012-
2013 and 2008-13
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Source. Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in FU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; i) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes). For the change 2012-2013, EFurostat computations of significance of net change. For the
change 2008-2013, a 1pp threshold has been used. "~" refers to stable performance (ie. statistically insignificant
change). iij) For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey year (ie.
2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey).

After the evidence presented in the previous sections, it comes as no surprise that we observe
substantial increases in the severe material deprivation rates in some Member States and clear
signs of worsening living standards not only in countries with historically high rates. Figure 16
shows the evolution of the severe material deprivation rate both with respect to 2008 and for the
latest yearly change 2012-2013. In the period 2012-2013, 8 Member States saw statistically
significant increases in the share of their population living in severe material deprivation (with the
highest increases in PT (2.3pp), CY (1.1 pp) and DK (1.0 pp)). However, the overall picture was
more balanced than in the preceding years since there were also 11 Member States that recorded
a statistically significant reduction in severe material deprivation, with particularly notable
improvements in the Baltic States (LT (-3.8 pp), EE (-1.8 pp), and LV (-1.6 pp)) as well as IT (-2.1
pp) and PL (-1.6 pp). Nevertheless, as illustrated in Figure 17, the longer term trend remains
mainly negative overall, with the rate of severe material deprivation having increased since 2008 in
more than half of Member States. The countries seeing the worst increases — EL (9.1 pp), HU (8.9
pp) and CY (7.0 pp), but also IT, LV, IE, LT and MT — are among those most affected by the
economic crisis, although LV and LT have experienced a very sharp improvement in the situation
over the last year or two. PL and RO are the countries with the most important improvements
since 2008.
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Figure 16. Severe material deprivation rate, evolution in pp, 2012-2013 and
2008-13
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Source. Eurostat (FU-SILC)

Notes: |) For UK, changes in the survey vehicle and institution in 2012 might have affected the results on trends since
2008 and interpretation of data on the longer term trend must therefore be particularly cautious;; ii) Latest data available
for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ifj) Only statistically significant
changes have been marked in green/red (positive/negative changes). For the change 2012-2013, Furostat computations
of significance of net change. For the change 2008-2013 a 1pp threshold has been used. '"~" refers to stable
performance (.e. statistically insignificant change).

Figure 17. Longer term developments in the severe material deprivation rate,
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Notes: |) For UK, changes in the survey vehicle and institution in 2012 might have affected the results on trends since
2008 and interpretation of data on the longer term trend must therefore be particularly cautious,; i) no 2013 data for IE,
so longer term evolution refers to the period 2008-2012; i) For the change 2008-2013, a 1pp threshold has been used
to determine whether changes are statistically significant with “stable performance” referring to statistically insignificant
change.

39

www.parlament.gv.at



If one looks at the "standard" material deprivation rate (defined as the percentage of the
population with an enforced lack of at least three out of nine material deprivation items in the
‘economic strain and durables' dimension), the general pattern of changes across Member States
since 2008 is broadly similar to that for the severe material deprivation rate with a few notable
exceptions - the relative decline in living standards is more pronounced compared to other
Member States with regard to this measure than for severe material deprivation in IE (second
largest rise in the material deprivation rate) and LT, and less pronounced in LV and MT. The largest
rises in material deprivation since 2008 are observed in CY, EL and IE, with increases in excess of
10 pp, while AT, PL, RO and SK have seen significant declines.

Figure 18. Changes in the “standard” (enforced lack of at least 3 items)
material deprivation rate, 2008-2013
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Source. Eurostat (FU-SILC)

Notes: |) For UK changes in the survey vehicle and institution in 2012 might have affected the results on trends since
2008 and interpretation of data on the longer term trend must therefore be particularly cautious,; i) no 2013 data for IE,
so longer term evolution refers to the period 2008-2012; iii) the “standard” material deprivation rate is defined as the
percentage of the population with an enforced lack of at least three out of nine material deprivation items in the
‘economic strain and durables’ dimension.

The deterioration in living standards is also clearly evident when examining the real change in
gross household disposable income across the EU. Among those Member States for which figures
are available, 11 have seen a decline in real household income between 2012 and 2013, in
contrast to 6 where it has risen. Among the former, most notable is the close to 9% drop in EL,
while among the latter, the improvements in LV and LT stand out (increases of 9.4% and 4.8%
respectively). In a longer term perspective, however, real incomes have fallen markedly in many
Member States since the crisis hit, with particularly strong falls in household income in ES (-6.3%),
IT (-9.0%), LV (-14.6%), LT( -6.2%), PT (-6.6%) and above all EL (-31.9%).
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Figure 19. Real change in gross household disposable income 2012-2013
and 2008-2013
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Source: DG EMPL estimates based on Eurostat (National Accounts)

Notes: |) Data only available for 18 countries based on the ESA2010 national accounts revision. i) ,Growth for the FU28
in real terms Is estimated from existing Member States’ data which must cover at least 85% of the FU nominal GDHI iii)
Any positive or negative change is highlighted given that the data source is national accounts.

Long-term exclusion from the labour market continues to be a
main driver of increasing trends in poverty and social exclusion

The rises in unemployment and long-term unemployment have been some of the more
immediate and tangible impacts of the economic crisis. The share of (quasi-) jobless households
increased in 11 countries in 2013, most noticeably in the southern Member States most affected
by the crisis (EL, ES, CY, PT) but also in DK and SE. EL registered the largest increase between 2012
and 2013 with a rise of 4 pp. Only 5 countries registered a significant reduction (EE, FR, HR, LV and
RO) (Figure 20). With reference to 2008, 2/3 of Member States have statistically significant
increases in their share and for 1/3 of them the increase is around 5pp or more — BG, EL, ES, IE,
LV, LT and PT.

Figure 20. Evolution of the share of people living in (quasi-) jobless
households, 2012-2013 and 2008-2013
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Source: Furostat (EU-5SILC)
Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; Ji) For

UK, changes in the survey vehicle and institution in 2012 might have affected the results on trends since 2008 and
interpretation of data on the longer term trend must therefore be particularly cautious; fii) Only statistically significant
changes have been marked in green/red (positive/negative changes) while "~" refers to stable performance (ie.
statistically insignificant change). For the change 2012-2013, Furostat computations of significance of net change have
been used. For the change 2008-2013, a 1pp threshold has been used. iv) The (quasi-) jobless households rate refers to

the previous calendar year (ie. 2011).
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Unemployment has worrisome social costs — greater probabilities of lower life-satisfaction, poorer
health, a greater sense of disillusionment with society and a far more pessimistic assessment of
labour market prospects. The important point about all these identified social effects is that, once
established, they become increasingly difficult to eradicate (Saunders, 2002). In addition, past
experiences of recessions in the EU and other parts of the world show that long-term
unemployment continues to rise after total unemployment has peaked, and takes a long time
before it starts to decline. For instance, during the 1990's, while overall unemployment in the EU
had already started to decline in 1995 (following the increases during the period 1991-94) the
number of long-term unemployed decreased only from 1998.

Long-term labour market exclusion was identified as a social trend to watch in 2013 by the SPC as
more than 1/3 of Member States had statistically significant increases in their shares of the
population experiencing this. Chapter 3 of this report analyses in-depth both the characteristics of
the population that is found in this situation as well as the policy instruments put in place in
Member States to address it.

One of the most significant challenges for social policy over the coming years will involve far more
than lowering total unemployment back to its former levels, because this in itself will not unwind
the cumulative long-term social effects that accompany the rise in unemployment. In some
countries, increasing numbers of people are moving onto long-term sickness and disability
benefits or early retirement schemes. Among these people, many are likely never to enter or
return to the labour market. Moreover, workers in some sectors/occupations (such as in the
construction sector, where the incidence of long-term unemployment was previously limited),
experienced a double disadvantage: higher probability of becoming unemployed, and if
unemployed, higher chance of becoming long-term unemployed. This underlines the role of job
creation policies, especially in growing sectors, to ensure new places for both the short-term and
long-term unemployed as well as of activation measures focusing on re-training in order to adapt
workers' skills to the new needs of the labour market. Furthermore, there is need for early
identification of short-term unemployed with an increased risk of slipping into long-term
unemployment and subsequent provision of additional interventions, such as personal counselling
and tailored activation programmes including re-training and up-skilling. Even though such
targeted interventions tend to be more costly in the short run, their longer-term individual and
societal benefits prevail, and their importance becomes pivotal at the moment when long-term
unemployment threatens to leave permanent scars on significant proportions of human capital
stock in many EU countries (European Commission, 2013b).
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While the overall share of working poor is stable at EU level, there is
strong divergence in trends across Member States

Having a job is not always a guarantee against the risk of poverty, as the working poor represent
one third of working-age adults who are at-risk-of-poverty. In 2013, 8.9% of people in
employment were living under the poverty threshold in the EU, little changed from the previous
year, although the latest annual developments were fairly mixed across Member States. Over
2012-2013, the risk increased in 8 Members States, most notably in CY (1.0 pp), LT (1.5 pp) and
HU (1.3 pp), but also in DE and LU (both up 0.9 pp). In contrast, improvements were recorded in 7
Member States, among which DK (-1.4 pp), EL (-2.1 pp) and RO (-1.2 pp) showed the strongest
reductions. Despite recent improvement in some cases, the highest rates are still observed in RO
(17.7%), mostly driven by the high poverty risk for the self-employed, EL (13.0%) and LU (11.2%),
with rates also above 10% in ES, IT, PL and PT.

In-work poverty was previously identified as a social trend to watch in 2012 by the SPC (SPC, 2012)
and a detailed analysis of the situation in Member States and the policy measures implemented
across Member States to combat it was presented in last year's annual report (SPC, 2013).

Figure 21. Evolution of the share of working poor, 2012-2013 and 2008-2013

EU28 EU27 EA18

2013
2012-2013
change in pp
2008-2013
change in pp

2013
2012-2013
change in pp
2008-2013
change in pp

<AL3

Source. Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in FU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only;; iii) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious;, iv) Only statistically significant changes have been marked in green/red
(positive/negative changes). For the change 2012-2013, Eurostat computations of significance of net change. For the
change 2008-2013, a 1pp threshold has been used. "~" refers to stable performance (ie. statistically insignificant
change). iij) For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey year (i.e.
2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey).
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The situation regarding child poverty and youth exclusion is a major
concern

As highlighted in the previous sections, long-term exclusion from the labour market continues to
be one of the main drivers in the deterioration of income and living standards, alongside the
phasing out the automatic stabilisation instruments of social protection systems in the face of the
prolonged economic downturn, and persistent levels of in-work poverty. This is particularly
important when discussing the situation of children as unemployment, low work intensity of
parents and low earnings, in some countries coupled with low access to services and the weak
impact of income support measures, are among the main factors leading to child poverty and
social exclusion.

Box 3. Peer review on local consultation platforms to fight child poverty

In May 2014 Belgium launched the pilot project “Children First” to offer a more specific response
to the European Commission’s Recommendation on Investing in children (European Commission
(2013a), which recommends that Member States strengthen coordination between the different
actors involved; streamline their policies in all relevant areas; and promote stakeholder
participation and exchange of best practices. The programme supports the Public Centres for
Social Welfare (PCSW) in playing a leading role in the fight against childhood poverty through the
launch of local consultation platforms. The aim is to detect hidden childhood poverty and to
promote child well-being. The local consultation platforms are expected to assume one or more of
the following tasks: i) to sensitise local actors about poverty and inform them of the existing aid
channels, i) to provide general support to local actors through social workers, and iii) to offer
concrete support including collective and individual level support. The target group includes
children aged 12 and under, in or at risk of poverty. Special attention is paid to early childhood.

The related Peer Review, held in Brussels on 13-14 January 2015, discussed ways of ensuring and
enhancing cooperation between various services and actors involved in the fight against child
poverty, the role of early childhood education and care institutions, monitoring and evaluation of
related projects and initiatives, and the best way to involve stakeholders in the process.

The Belgian Children First programme has the potential to significantly contribute to the goals of
Europe 2020 and the Social Investment Package. First, it seeks to prevent the intergenerational
transmission of poverty. Second, it has a focus on early intervention and prevention which are
essential for developing effective and efficient policies. Furthermore, through bringing together
actors from different policy levels and sectors, the consultation platforms have the potential both
to strengthen synergies between different fields/sectors and to promote cooperation between
public authorities, local communities and civil society organisations.
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For further details consult the following link:
http://ec.europa.eu/social/main.jsp?catld=1024&langld=en&newsld=2100&furtherN

ews=yes

There were 26.1 million children in the EU-28 (25.9 in the EU-27) living in poverty or social
exclusion in 2013, accounting for around 1/5 of all people living in poverty or social exclusion. The
situation of children has been strongly affected by the economic crisis and until 2012 had been
generally worsening in the EU, mainly reflecting rises in severe material deprivation among
children and in the number of children living in (quasi)jobless households.

Figure 22: Evolution in child poverty and social exclusion and its components
in the EU-27
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Source. Eurostat (FU-SILC)

Note: Figures are in 1000s. AROPE — at risk of poverty or social exclusion rate; AROP - at-risk-of-poverty rate; (quasi)-
Jobless households - share of population living in (quasi-)jobless (i.e. very low work intensity) households;, SMD - severe
material deprivation rate. For the at-risk-of poverty rate, the income reference year is the calendar year prior to the
survey year (ie. 2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey).
Similarly, the (quasi-)jobless household (ie. very low work intensity) rate refers to the previous calendar year (ie. 2012)
while for the severe material deprivation rate, the reference is the current survey year (i.e. 2013).

However, in 2013 the situation stabilised somewhat at EU level, with 8 Member States registering
statistically significant reductions in the poverty or social exclusion rate for children compared to
the year before, most notably HR (-5.5 pp), RO (-3.7 pp) and CZ (-2.4 pp) as well as FI, FR and IT
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(all with declines of 1.9 pp). Nevertheless, 5 Member States saw a continued worsening in the
situation for children, for some with very sharp increases of around 3pp or more — PT (3.8 pp), LT
(3.5 pp) and EL (2.7 pp). The situation with respect to the longer term trend remains alarming, with
2/3 of Member States seeing significant increases in the rate of child poverty or social exclusion
between 2008 and 2013. In a number of countries, these longer term increases are in the range of
6-10 pp (HU (9.6pp), EL (9.4 pp), BG (7.3 pp), MT (7.0 pp), IE (6.5 pp to 2012), CY (6.2 pp), and LV
and LT both 6.0 pp), while only four Member States (CZ, FL, PL and RO) recorded a significant
decrease in their child poverty or social exclusion rates (Figure 23). Levels of child poverty of the
order of 40% in EL, HU and LV, and around 50% in BG and RO in 2013 are of particular concern.

Figure 23. Evolution of the share of children (0-17) at risk of poverty or
social exclusion, 2012-2013 and 2008-2013
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Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in FU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; fij) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes), using Eurostat computations of significance of net change "~ " refers to stable performance
(i.e. statistically insignificant change). v) For the at-risk-of poverty rate, the income reference year is the calendar year
prior to the survey year (i.e. 2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the
survey). Similarly, the (quasi-)jobless households (i.e. very low work intensity) rate refers to the previous calendar year (ie.
2012) while for the severe material deprivation rate, the reference is the current survey year (i.e. 2013).

Box 4. Peer review on innovative practices with marginalised families to
prevent out of home child placement

The 2013 Commission Recommendation on Investing in Children guides Member States to
organise and implement policies to address child poverty and social exclusion and promote
children’s well-being, through measures grounded in multi-dimensional strategies and recognition
of children’s rights and best interests. The Programme to prevent institutionalisation (P.LP.P.L),
which was subject to a Peer Review held in Italy on 11-12 December 2014, provides an innovative
example of how to address the 2013 Recommendation.
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The PLP.PI is a holistic research-training intervention for vulnerable families and professionals
working with them, with the primary goal to prevent out of home child placement. The core
activities are oriented to improving parenting skills, promoting full involvement in children’s school
life and strengthening social networks. The construction of an integrated and common assessment
and care plan is core to the programme. This is done on an inclusive and participatory basis in the
sense that all the relevant actors (parents, children, teachers, practitioners, other relatives, and all
people involved in the promotion of the child’s wellbeing) are part of the continual assessment
and child plan.

The Peer Review had a number of thematic foci: family support, parenting support and child
protection. It also discussed the necessity for interventions with marginalised families to be multi-
faceted and integrated, the role of research and evidence gathering in planning and provision and
how those who are in need of interventions can be engaged with. The child-centred nature and
the build-up of local knowledge/bottom-up basis of the P.LP.P.I. were praised by the Peer Review
participants. Further interesting elements of the Italian case study include the strong theoretical
and holistic basis, the mobilisation of a multi-disciplinary team around the child, the mix of
activities (individual and group, formal and informal), the focus on assessment, care planning and
evaluation and the partnership way that this is done, the tailoring to families, the close
collaboration between academia and service providers and the networking component which is
core to the PIP.PL

For further details consult the following link:
http://ec.europa.eu/social/main.jsp?catld=1024&langld=en&newsld=2133&furtherN
ews=yes

While the worrisome levels of child poverty and what they imply in terms of human capital
development pose an important question for the longer-term future of European countries, the
disproportionate ways in which the recent economic crisis has affected youth is an important alarm
bell for the very short-term. The gloomy outlook for the young implies growing risks of long-term
unemployment and lasting inactivity, and remaining outside the labour market has far reaching
consequences — not solely economic. These include a loss of confidence, an undermining of trust
and expectations, and an increasing risk of social exclusion and disengagement from society. The
labour market situation of young people and their exclusion from social security rights is therefore
an increasingly urgent matter of utmost priority.

A recent report by the European Foundation for the Improvement of Living and Working
Conditions (Eurofound (2014a)) provides an up-to-date overview of the situation of young people
aged 18 to 29 years in Europe, based on findings from the European Quality of Life Survey. It
concentrates in particular on their social situation, especially dimensions such as living
arrangements, social exclusion, relationships and sources of support, and participation in society
and social and cultural activities. Among the main findings are that:
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e Unemployed and inactive young people give a comparatively low rating for their
subjective well-being;

e Deprivation has increased for young people of all social backgrounds since 2007 in nearly
all EU countries, especially for those who are living in extended families with their parents
and their own children; such people are likely to be unable to move out of the family
home;

e Unemployed and inactive young people are more likely than others to feel socially
excluded, to feel lonely, to face a lack of social support, and to have lower levels of mental
well-being;

e Young people are less likely to trust institutions now (in 2014) than they did in 2007 — with
the exception of the police, whom they trust as much as before;

e Young people are more likely than older people to perceive tensions between ethnic or
religious groups, as well as between groups of different sexual orientation.

In view of these findings, the report highlights that one focus of policy should be on boosting
social and democratic participation, personal development, and the sense of belonging to society.

In 2013 the youth unemployment ratio'” remained rather stable compared to the previous year.
The vast majority of Member States recorded no significant change in the ratio, while only 4
countries recorded an increase and 5 a reduction. Of particular note among those countries with
a deteriorating situation is the 4.1 pp rise in the ratio in CY. With regard to the beginning of the
crisis the picture is clearly one of strong deterioration in the labour market situation of young
people, with a significant increase witnessed in all but 4 Member States. The most dramatic
increases (in excess of 6 pp) in the youth unemployment ratio have been observed in CY, EL, ES,
HR, and PT. Improvement has been registered only in DE and LU (Figure 24).

'2 The reason for looking at both youth unemployment rates and ratios is that a use of only the unemployment rate can
produce a distorted picture when comparing the youth labour markets of different countries. More precisely, one
difficulty with using the unemployment rate as an indicator for the labour market performance, especially of young
people, is that it shows the number of unemployed youth as a percentage of the youth labour force, i.e. those who are
either employed or unemployed but actively looking for work. Using the youth labour force as a denominator can lead
to distortions when comparing countries with great differences in youth activity rates or when activity rates change
significantly over time. For instance, youth unemployment rates for two countries with identical numbers of youth and
unemployed youth will differ if one country has a higher share of youth not available for the labour market because of,
for example, a higher number of youth in education. More concretely, the country with a higher share of youth in
education (or otherwise inactive) will display a higher youth unemployment rate.
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Figure 24. Youth unemployment ratio (15-24), 2008, 2012 and 2013
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Source: Eurostat (LFS)

Notes: The categorisation ‘improvement’, ‘stable’, ’deterioration” and ‘strong deterioration” refers to
improvement/deterioration between 2008 and 2013.

Analysis by the European Commission (2012a) shows that the difficult labour market situation
experienced by youth during the crisis has been reflected in a rise in inactivity among young
people, mostly taking the form of labour market withdrawal rather than continued enrolment in
education. Moreover, the developments that have taken place since 2008 may have serious longer
term consequences for the current youth generation, as the delayed transition to the labour
market and frequent periods of unemployment during a person's early working life may have
lasting adverse effects on future employment and wage prospects. Long-term unemployment,
detachment from the labour market and education or training may also intensify, leading to
poverty and social exclusion, and other social challenges.

Young people are particularly vulnerable to social exclusion and poverty as they move towards an
independent life away from the parental household, a key step which involves looking for work
and establishing their own household. For many, however, this is far from easy. Even if they find
employment, they often start with low-paid jobs, which can make sustaining a household difficult.
As Ward et al (2006) highlight, the process of achieving autonomy is influenced by public policies
in a number of areas including employment, education, housing and social protection, and the
outcomes have important implications for society as revealed in fertility and demographic trends.

Low economic activity of youth as such should not be the main concern, given the high proportion
of students among the young generation (close to 80% of the youngest age group 15-19), but
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rather the proportion of young people who are neither in employment nor in education and
training (NEET). The share of NEETs in the EU had been shrinking up until 2008 (when the share
was 13.9%), but then grew substantially through to 2012 when it reached 17.1%. In 2013 it
stabilised at EU level, with only 5 Member States recording a deterioration (but with marked rises
of close to 5 pp in CY and HR) while 6 recorded an improvement (Figure 25)

The longer term picture however remains decidedly bleak, with 24 Member States having
recorded significant increases in their NEET rates over the period 2008 to 2013. Particularly
marked rises in NEET rates in excess of 6 pp were registered in CY, HR, EL, IT, RO, ES and PT, while
only DE and LU have recorded a significant decrease. As a result of these developments, NEET
rates in 2013 were over 25% in BG, CY, EL, HR and IT, and above 20% in ES, IE, HU and RO. In
contrast, rates in AT, DE, DK, LU, NL and SE remained below 10%.

Figure 25. NEET (not in employment, education or training) rates (18-24),
2008, 2012 and 2013
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Source: Eurostat (LFS)

Notes:  The categorisation ‘improvement’, ‘stable’,  “deterioration” and ’strong deterioration” refers to
improvement/deterioration between 2008 and 2013.

Youth exclusion was identified as a social trend to watch in 2013 by the SPC as more than 1/3 of
Member States had statistically significant increases in their shares of youth neither in employment
nor in education and training. Chapter 3 of this report analyses in-depth both the characteristics of
the population that is found in this situation as well as the policy instruments put in place in
Member States to address it.
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Early school leaving increases the likelihood of young people entering the labour market without
adequate skills, who then may face unemployment or in-work poverty. Still, one out of every six
early school leavers has completed only compulsory education or less. Across Europe, rates of
early leavers from education and training range from as low as around 4-6% in CZ, HR, LU, SI and
PL to as high as 23.6% in ES. Developments since 2008 have been widely positive across the EU,
with reductions of more than 1pp in early school leavers rates in 20 Member States, most notably
in PT (-16.0 pp ), ES (-8.1 pp), LU (-7.3 pp) and MT (-6.4pp). In the latest year for which data is
available, 2013, 10 Member States recorded still further improvements in early school leaver rates,
as opposed to only 1 country where the rate increased (Figure 26).

School drop-out rates are much higher for children with a Roma or migrant background and also
for children with special needs (Social Protection Committee (2012)). Early school leaving also
shows a strong correlation with factors associated with poverty such as learning difficulties,
discrimination, rejection by peers, hampered mobility, reduced school accessibility or ghettoisation.

Figure 26. Early leavers rates (in %) from education and training (18-24),
2008, 2012 and 2013
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Notes: The categorisation ‘strong improvement’, ‘improvement’, ‘stable” and ‘deterioration” refers to
improvement/deterioration between 2008 and 2013.
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The 2012 SPC Advisory Report on “Tackling and Preventing Child Poverty, Promoting Child Well-

" and the European Commission Social Investment Package™ highlighted the importance

being
of following a comprehensive approach to tackle early school-leaving. This means integrated
multi-level responses linking the home, the child, the school, adult education, community and
relevant services. Schools, social and employment services and parents should combine their
efforts and work together to prevent early school leaving. Offering a greater variety of education
and training possibilities, both formal and informal as well as after school programmes, creating
permeable and flexible education pathways, forming smaller classes and preparing individualised
education plans, may help reduce early school-leaving. Providing quality vocational training
options, educational experimental frameworks aimed at boosting the attractiveness of schools and
enhancing motivation of pupils as well as special programmes for children with specific needs are
vital to combat disadvantages. Improving availability of alternative or non-formal education,
raising the compulsory schooling age or making secondary schools universally accessible will

improve the flexibility of education systems.

The ability of the EU to tackle the challenges related to child poverty and youth exclusion will be
decisive in its capacity to guarantee a long-term future to its citizens. As pointed out by European
Commission (2013b), the positive link between human capital and productivity, and therefore
economic growth, has been clearly established by economic literature. It is, therefore, particularly
worrying that the economic recession has had an especially strong negative impact on youth and
children. More young people and children face poverty and exclusion, which imperils the
development of those generations' human capital. The EU is at risk of creating a "lost generation”
that might not be able to achieve its full potential in society. An insufficient level of human capital
would affect individuals' employability and productivity and thereby their future earnings prospects
and pension entitlements. In the context of ageing populations, younger generations would be ill-
equipped to bear the expected burden of growing public finance expenditures. Such
developments would also undermine the competitive advantage in the global markets that Europe
derives from its highly skilled human capital and create significant barriers to long-term growth
prospects. To avoid such a scenario, sufficient investment in human capital and well-being at an
early age through, inter alia, provision of affordable and quality child care and education, as well
as healthcare, facilitation of smooth transitions from education to work and support for career
development of younger workers, is a policy imperative.

13 hitp://ec.europa.eu/social/BlobServiet?docld=7849&langld=en

™ http://ec.europa.eu/social/main.jsp?catld=89&Iangld=en&newsld=1807&moreDocuments=yes&tableName=news
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Income inequality is growing across and within Member States

As highlighted by the 2014 Joint Employment Report”, and analysed extensively in the
Employment and Social Developments in Europe 2013 report (European Commission (2013¢)), the
crisis has substantially altered the dynamics of inequality and affected different sections of the
population in different ways. Income inequality is growing across and within many Member States,
particularly in the South and in several non-Central European countries. These are also the
Member States that witnessed the largest increases in unemployment. In many countries, the crisis
has intensified the long-term trends of wage polarisation and labour market segmentation, which
together with less redistributive tax and benefit systems have fuelled rising inequalities. High levels
of unemployment, and in some cases the impact of fiscal consolidation, also explain the significant
increases in inequalities observed in the countries most affected by the crisis.

A recent OECD report'® highlighted the development of income inequality during the initial part of
the crisis, covering the period 2007-2010. It showed that market income (i.e. work and capital
income) decreased considerably during 2007-2010, but that disposable income fell less strongly,
due to an offsetting effect stemming from an increase in social transfers and/or lower direct taxes
and social security contributions. However, the loss in income was not evenly shared among
income groups, with the result that income inequality (as measured by the GINI coefficient)
continued to edge upwards during the crisis.

An alternative measure of inequality, the income quintile ratio (580/S20), shows that while on
average inequality remained stable between 2008 and 2013 at EU level, there is a wide dispersion
and growing divergence in inequality between Member States. The S80/5S20 inequality ratio has
increased significantly in 13 Member States compared to 2008, including in most of the Southern
Member States (ES, EL, IT, CY) as well as in DK, EE, HU, HR, IE, LU, SI, SK and SE (Figure 27 and
Figure 28). In contrast, significant reductions in inequality were registered in BE, FI, LV, NL, RO and
the UK over the same period. The highest income inequalities are found in BG, EL, ES, LV, LT, PT
and RO, where the median equivalised income of the richest 20% of the population is around 6
times or more that of the poorest 20%.

15 http://ec.europa.eu/europe2020/pdf/2014/er2014 en.pdf
1% OECD (2013), ‘Crisis squeezes income and puts pressure on inequality and poverty'
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Figure 27. Income quintile ratio (S80/S20), evolution (% change) 2012-2013
and 2008-2013
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Source: Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ij)
Major break in series in 2013 in ES for income variables in FU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only, i) For UK changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes). A 5% threshold has been used. "~" refers to stable performance (i.e. statistically insignificant
change). vi) income reference year is the calendar year prior to the survey year (i.e. 2011) except for the United Kingdom
(survey year) and Ireland (12 months preceding the survey).

Figure 28. Income quintile ratio (580/S20), evolution 2008-2013
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Source: Eurostat (FU-SILC)

Notes: |) Data not available for IE for 2013, so 2012 figure is shown, i) Major break in series in 2013 in ES for income
variables in FU-SILC, so 2012 figure is shown, ffj) For UK, changes in the survey vehicle and institution in 2012 might have
affected the results on trends since 2008 and interpretation of data on the longer term trend must therefore be
particularly cautious; iv) The blue line shows equal inequality in 2008 and 2013, so countries to the left of the line have
seen a rise in inequality, and those to the right a reduction.
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Mixed effectiveness of income support systems for those furthest
away from the labour market

Member States differ substantially in terms of the minimum safety nets they provide to jobless or
quasi-jobless households, especially relative to the at-risk-of-poverty threshold. In 2013 the
poverty risk for the (quasi-) jobless households ranged between as much as 78.4% in EE, 73.7% in
SE, 73.6% in SK and 72.0% in BG to around 40% in DK, NL and the UK. Between 2012 and 2013, 6
Member States experienced a significant worsening of the poverty risk for (guasi-)jobless
households with increases of 7.6 pp in LU, 7.0 pp in CY and around 5 pp in EE and PT. In contrast,
strong reductions were recorded in DE (-4.8 pp), FI (-8.8 pp) and the UK (-4.8 pp), suggesting an
improved efficiency of safety nets in terms of income support in these countries.

The longer term trend since the beginning of the crisis (2008) has mainly been one of worsening
poverty among (quasi-)jobless households, with 14 Member States seeing an increased poverty
risk for people in such households and with increases of around 10 pp in FR, HU and PL, and of
around 20 pp or above in EL, SK and SE. When looked at together with the parallel evolution of
the share of the population in (quasi-)jobless households, it is evident that in some Member States
such as BE, EL, ES, IT, LU, PT, SI, SK and SE, income support levels of last resort schemes have
worsened significantly at the same time as the number of people counting on them has increased.
Furthermore, the adequacy of minimum safety nets is further affected by access limitations. In fact,
significant shares of people who are entitled to social assistance do not actually receive these
benefits, partly due to administrative complexities, lack of information and stigma.

Figure 29. At-risk-of-poverty rate for the population living in (quasi-) jobless
households (in %), evolutions 2012-2013 and 2008-2013

EU28 EU27 EA18 113 BG cz DK DE EE IE EL ES FR HR IT

2013 56.6 56.5 59.7 60.7 72.0 53.5 41.0 63.7 78.4 46.7 58.4 61.3 60.5 64.2 57.9
2012-2013 N . . . - N . 438 5.4 na. N na. 3.0 . 25
change in pp
2008'2_013 na. ~ 43 6.0 5.8 -19 ~ ~ =310 ~ 18.1 74 10.7 na. 49
change in pp

RO

2013 52.4 67.9 66.0 51.9 58.9 65.2 39.8 50.2 59.4 59.4 49.3 56.8 73.6 50.7 73.7 41.2
2012-2013 7.0 N . 7.6 . . . . . 49 . . . 838 . 48
change in pp
2008-2,013 2.0 -15.4 ~ 25 104 36 - ~ 10.2 6.2 -11 18 20.5 -5.6 223 -21.9
change in pp

Source. Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; i)
Major break in series in 2013 in ES for income variables in EU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; fij) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes). For the change 2011-2012, Furostat computations of significance of net change have been
used. For the change 2008-2012, a 1pp threshold has been used. "~" refers to stable performance (i.e. statistically
insigniticant change). v) For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey
year (ie. 2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey). Similarly, the
(quasi-)jobless households (i.e. very low work intensity) rate refers to the previous calendar year (ie. 2012) while for the
severe material deprivation rate, the reference is the current year (i.e. 2013).
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To support the needs of people at risk of poverty, governments provide social security in the form
of social transfers. The effectiveness of social provision can be examined by comparing the at-risk-
of-poverty rate before and after social transfers. The impact of social transfers on poverty
reduction varies greatly across Member States. In 2013, it ranged from only 17.5% in EL to 56% in
DK and 60% in [E (2012 figure). These large differences highlight the potential for improvement in
some Member States in the size and effectiveness of social protection expenditure. Between 2012
and 2013, however, there were no significant changes in the capacity of social transfers to reduce
poverty, and in the longer term (2008-2013) only 8 countries (EE, LV and LT as well as CY, ES, IE, FI
and the UK) have strengthened the impact of transfers in reducing poverty as opposed to 4
countries (CZ, HU, PL and SE) where the impact has decreased’.

Figure 30. Impact of social transfers (excluding pensions) on poverty
reduction, 2008, 2012 and 20132

EU28 EU27 EA18 BE BG cz DK DE EE IE EL ES FR HR IT
2013 353 357 34.0 426 213 482 56.2 34.0 26.8 60.1 175 320 434 343 224
2012-2013 %
change ~ ~ ~ ~ ~ ~ ~ ~ ~ na. ~ na. ~ ~ ~
2008-2013 %
change na. ~ ~ ~ ~ -6.8 ~ ~ 5.7 5.6 ~ 7.5 ~ ~ ~
RO
2013 37.0 254 320 459 456 326 50.0 444 24.8 26.7 194 427 36.3 553 454 47.2
2012-2013 %
change ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~
2008-2013 %
change 6.5 11.1 55 ~ -13.6 ~ ~ ~ -7.9 ~ ~ ~ ~ 5.1 -11.8 119

Source. Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in FU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; i) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes). A 5% threshold has been used. "~" refers to stable performance (i.e. statistically insignificant
change). vi) For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey year (ie.
2011) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey).

The above assessment of the impact of social transfers does not take into account non-cash
benefits such as transfers in kind. A number of Member States provide public services to those
furthest away from the labour market which contribute to general welfare and are not detected in
purely income-based measures. However, if we look into the expenditure on such in-kind services,
we can see that the countries which generally achieve a low impact of social transfers on poverty

Y The assessment of the impact of social transfers on poverty reduction is complex, as it depends on various factors
such as the effect of pensions' indexation on the poverty threshold and the phasing out of benefits (e.g. for long-
term unemployed).

' The impact of social transfers is a theoretical indicator which is calculated using a fixed poverty line and ignores the
influence that social transfers have on median income. This should be taken into account when interpreting the
figures.

56

www.parlament.gv.at


http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=57280&code1=RMA&code2=&gruppen=Link:A%205;Code:A;Nr:5&comp=5%7C%7CA

reduction are also those that tend to spend less on in-kind services. In most countries the
spending on in-kind benefits has slightly increased since 2008, with an average increase of 1.1 pp
at EU level, but with more notable rises in IE (8.1 pp) and FI, NL and the UK (all with rises of close

to 2 pp).

Figure 31. Social benefits in-kind, as % of GDP, 2008 and 2012
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Source: Furostat (Esspros)

Box 5. Peer review on social impact assessment by means of micro-
simulation models

The Peer Review held in Austria, on 4-5 December 2014, discussed quantitative models which
simulate the probable effect of changes in taxes and welfare benefits in order to provide policy-
makers with a useful evidence base. Austria has broken new ground by creating an easy-to-use
public website (SORESI) which enables all citizens to calculate the effects of tax and benefit
changes on different sections of the population. SORESI is based on the EU-wide EUROMOD
simulation engine, which holds the EU-SILC data on all 28 Member States.

Key messages that emerged during the discussion included that building customisable national
web front-ends for the EUROMOD simulation engine is a replicable initiative. The European
Commission is willing to help Member States with set-up costs should the need arise. However,
also constant support including funding for running a micro-simulation model has to be ensured.
Since social NGOs are key potential users, they should be involved in the design of such websites.
There are persuasive arguments for developing systems with two interfaces — a user-friendly but
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limited one for use by the general public, and a more flexible one for expert users. It was pointed
out that there is a need to extend EUROMOD to include the modelling of indirect taxes as well as
wealth taxes. There is also a good case to include gender impact assessment in micro-simulations,
for example related to pension issues.

Tax-benefit micro-simulation is a useful tool in measuring progress towards meeting the objectives
of the Europe 2020 strategy. It helps policy-makers to develop evidence-based policies because it
enables them to see in detail how policy changes are likely to affect different parts of the
population and to estimate their budgetary effects. In this context, the European Semester
approach could benefit from micro-simulation models. Furthermore, the open availability of a
micro-simulation model would allow stakeholders to play a more active part in policy-making,
because they could compare the effects of government proposals with those of possible
alternatives. Tax-benefit micro-simulation is also relevant for the Social Investment Package in that
it can track the way in which childcare benefits affect poverty and social inclusion. However, to
forecast the return to social investments, the tax-benefit model must be linked with a labour
supply model.

For further details consult the following link:
http://ec.europa.eu/social/main.jsp?catld=1024&langld=en&newsld=2098&furtherN
ews=yes

Consistent and widespread improvement of the employment rate
of older workers

Considerable effort has been made over the last decade or so to improve older people’s labour
market participation. As can be seen in Figure 32, this is an area where positive strides have been
made, even during the period of the crisis. The employment rate of older workers aged between
55 and 64 years had increased to 50.2% in the EU in 2013, a rise of close to 5 pps since the
beginning of the crisis in 2008. The increase since 2008 has been highest in DE (+9.9 pps) and PL
(+9.0 pps), but also substantial (around 6-8 pps) in BE, FR, LU, HU, MT, NL and IT, in some of
which the financial incentives to continue work at older ages have improved strongly in recent
years (e.g. DE, FR, IT and NL). Overall, since 2008, 18 Member States have improved their
employment rates for older workers, and the widespread positive impetus is continuing as
significant rises were also recorded between 2012 and 2013 in 17 Member States.

Only in the southern Member States of CY, EL, ES and PT as well as in EL, LV and RO, generally
those Member States which were hardest hit by the crisis have negative trends been observed
over 2008-2013. For some such as CY, EL, LV and PT the fall in older workers’ employment rates
has been very marked, ranging from around 4 pps to as high as 7.4 pps in EL. The Baltic States
had previously experienced a generally worsening situation overall with reference to 2008, but in
recent years have registered notable improvements.
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Figure 32. Employment rate of older workers (55-64), evolution 2012-2013
and 2008-2013

EU28 EU27 EA18 BE BG cz DK DE EE IE EL ES FR HR IT
2013 50.2 50.3 50.0 41.7 47.4 51.6 61.7 63.6 62.6 51.3 356 432 45.6 37.8 42.7
2012-2013 15 14 14 22 17 23 N 20 21 20 N N 1.1 1.1 23
change in pp
2008_2.013 47 47 5.6 7.2 14 4.0 33 9.9 ~ -2.4 -74 -2.3 7.4 11 83
change in
RO
2013 49.6 54.8 53.4 40.5 38.5 36.3 60.1 449 40.6 46.9 41.5 335 44.0 58.5 73.6 59.8
2012'2_013 11 20 17 . 16 16 15 18 19 . N . . . . 17
change in pp
2008-2_013 -5.2 -43 ~ 6.4 7.1 6.2 71 39 9.0 -3.8 -16 ~ 438 2.0 35 1.8
change in pp

Source: EFurostat (LFS)

Note.: Only statistically significant changes have been marked in green/red (positive/negative changes) with a 1pp
threshold. "~ " refers to stable performance (i.e. statistically insignificant change).

Reasons for the overall positive trend, which was already on-going before the crisis, include a
continuing upward shift in educational achievement levels and in the participation of female
workers aged 55-64 along with the higher employment protection enjoyed by older workers, but
also the impact of tax/benefit reforms restricting access to early retirement and encouraging
longer working lives and some changes in age management in work places. All this is feeding
through into extending the effective retirement age.

Box 6. Peer review on the Active Ageing Index and its extension to the
regional level

The Peer Review in Poland on 15-16 October 2014 discussed the use of the Active Ageing Index
(AAD) as a means to measure the untapped potential of older people, their independence and
participation in paid employment and social activities. The AAI contributes to the objectives of the
Social Investment Package by enabling Member States to invest better in the skills and capacities
of older people. The Peer Review explored whether a regional AAL as piloted by Poland, could be
a useful extension to this.

Most policies focus on the issues of employment and health, and the focus is shifting from the
national to the regional level. In order to implement policies for active ageing, the Peer Review
participants stressed the necessity to involve regional and local authorities, as well as a wide range
of stakeholders — primarily older people, but also young people, employers, trade unions, service
providers and researchers. The wide gender disparities that the index reveals show that it is
furthermore vitally important to take a gender approach to preparing indexes on ageing. The
governance of active ageing policy was also an issue as many countries lack the administrative
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machinery to co-ordinate the efforts of the different ministries involved. Those countries that do
have a coordinating body have the advantage that there is an interlocutor to conduct dialogue
with the stakeholders.

There was a broad consensus among the Peer Review participants that the Active Ageing Index is
potentially a useful tool at regional and local level. However in order to use it, an investment needs
to be made in obtaining data, and the index needs to be applied flexibly to cope with regional
differences, such as the rural/urban distinction. It should not be seen as a rigid tool, but as a
framework for policy dialogue.

For further details consult the following link:
http://ec.europa.eu/social/main.jsp?catld=1024&langld=en&newsld=2099&furtherN
ews=yes

Active ageing measures are of growing importance as recent pension reforms require longer
contributory periods to ensure an adequate pension. Increased employment ensures the
accumulation of pension rights and contributes to the sustainability of the pension system. For this
to be successful however, older workers' employment must guarantee pension rights and pension
levels must be adequate in order to combat poverty and social exclusion in old age. This is of
particular importance for women. The move towards gender equality in the employment rate of
older workers is not mirrored in a broader move towards more equal work patterns. Women,
generally, have a lower participation rate, experience a gender pay gap, and more often interrupt
their working lives due to child rearing. Female pensioners have a higher risk of poverty than men
as a consequence of these gender inequalities; women receive lower pensions than men and often
fail to qualify for benefits. Therefore, first and foremost, active ageing measures which ensure
equal outcomes for men and women are needed, as the lack of progress in activity and
employment rates can often be explained by poor employment opportunities and working
conditions for older workers which can undermine the incentives embedded in pension systems.

Social protection systems which effectively contribute to maintaining the health of the population
and provide adequate long-term care also play a key role in enabling participation in society and
the labour market and ensuring independent living by older people. Beyond health services,
working and living environments should also be better adapted to the needs of older people,
including adapted housing and transport services, local libraries, and home support, which enable
the elderly to live independently for longer.
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Pensions continue to avert poverty for many though divergence in
adequacy and effectiveness remains

Pensions constitute by far the main source of income for older Europeans, who represent a large
and growing share of the EU population. They are also the largest element in social protection
systems, affecting the primary incomes of more people than any other component. The total
number of pensioners in the EU presently comes to about 120 million or a quarter of the
population. AlImost 2/3 of these are women. The adequacy of pensions is measured by, among
other things, their ability to prevent poverty, the degree to which they replace income before
retirement and how they compare to the average incomes of people below pensionable age.

Regarding the ability of pensions to prevent poverty in old age, the trend since the beginning of
the crisis in the income situation of the elderly has been better than for other age groups in many
Member States, mainly due to the stability of pension income. 23 Member States have seen the
share of the elderly at risk of poverty or social exclusion decrease by more than 1pp between 2008
and 2013. There are, however, three countries which have had increasing rates of poverty or social
exclusion of the elderly over the same period — HU, LU and SE. In addition, several countries saw
increases between 2012 and 2013 (EE, LV, LU and the UK), although the general trend remains
widely positive with 15 Member States recording significant reductions. In terms of actual levels of
the share of the elderly living in poverty or social exclusion there remain wide disparities across
Member States. In 2013 the share was close to 60% in BG and above 30% in HR, LT, LV and RO,
while being below 10% in LU and NL.

Figure 33. At risk of poverty or social exclusion rate for the elderly (65+),
evolution 2012-2013 and 2008-2013

EU28 EU27  EA18 BE BG cz DK DE EE IE EL ES FR HR IT

2013 18.3 18.2 16.5 19.5 57.6 104 114 16.0 28.0 14.7 23.1 145 10.4 319 22.6
2012-2013
change in pp
2008-2013
change in pp

=Ll -1.0 -1.0 -1.7 =1 ~ 22 ~ 6.2 na. ~ na. -0.7 ~ -2.6

na. -5.2 e 3.4 T 2l =12 ~ -12.9 7.8 -5.0 <ALl &7/ na. -1.8

2013 26.1 36.1 317 7.0 19.0 20.8 6.1 16.2 19.7 203 35.0 23.0 13.6 16.8 16.5 18.1
2012-2013
change in pp
2008-2013
change in pp

73 24 -4.0 0.9 -1.6 il ~ ~ -3.7 Al -0.7 ~ 2.7 27 -1.4 0.8

=232 -22.7 -6.4 16 15 -5.2 -3.6 -5.0 7.2 -1.4 -14.2 -14 -83 7.1 10 -10.4

Source. Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in FU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; iii) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in green/red
(positive/negative changes). For the change 2012-2013, Eurostat computations of significance of net change have been
used. For the change 2008-2013, a 1pp threshold has been used. "~" refers to stable performance (ie. statistically
insignificant change). vi) For the at-risk-of poverty rate, the income reference year is the calendar year prior to the survey
year (i.e. 2012) except for the United Kingdom (survey year) and Ireland (12 months preceding the survey). Similarly, the
quasi-)jobless households (i.e. very low work intensity) rate refers to the previous calendar year (i.e. 2012) while for the
severe material deprivation rate, the reference is the current year (i.e. 2013).
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Pension systems play a key role in allowing people to maintain their living standards in old age at a
level comparable to that achieved during working life. The median relative income of older people
(i.e. the ratio of the median equivalised disposable income of people aged above 65 to the
median equivalised disposable income of those aged below 65), has been rather stable in most
Member States in the latest period with few exceptions. At EU level the relative median income
ratio reached 93% in 2013, but underlying this are substantial differences across countries. The
relative median income ratio was below 70% in EE, and under 80% in BE, BG, CY, DK, FI, LV and
MT. At the other end of the spectrum, EL, ES, FR, HU, LU, and RO recorded a relative median
equivalised income for people over 65 that was equal to or greater than that for younger cohorts.

Figure 34. Median relative income ratio for the elderly, 2008, 2012 and 2013

EU28 EU27 EA18 BE BG cz DK DE EE IE EL ES FR HR IT

2013 0.93 0.93 0.94 0.76 0.76 0.85 0.76 0.89 0.69 0.88 1.04 1.00 1.02 0.88 0.96
2012-2013 %
change
2008-2013 %
change

- o - - o - o - - na. na. - - -

na. 9.4 &3 15.2 7.6 8.6 113 189 209 17.7 74 173 9.1

2013 0.77 0.77 0.81 113 1.05 0.79 0.90 0.95 0.98 0.94 1.04 0.87 0.90 0.78 0.81 0.87
2012-2013 %
change
2008-2013 %
change

10.0 8.2 il

305 453 141 16.5 5.0 8.2 7.1 8.0 133 224 139 83 176

Source: Eurostat (FU-SILC)

Notes: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in EU-SILC, so no latest year changes are shown while longer
term changes are presented for the period 2008-2012 only; iij) For UK, changes in the survey vehicle and institution in
2012 might have affected the results on trends since 2008 and interpretation of data on the longer term trend must
therefore be particularly cautious; 1v) Only statistically significant changes have been marked in greery/red
(positive/negative changes). A 5% threshold has been used. "~" refers to stable performance, vi) income reference year
is the calendar year prior to the survey year (ie. 2012) except for the United Kingdom (survey year) and Ireland (12
months preceding the survey).

Since 2008 the ratio has increased by more than 15% in ten countries: BG, CY, EL, ES, IE, HR, LV,
LU, RO and the UK. The only countries which did not show a significant improvement (i.e. of above
5%) were BE, DE, PL, SI and SE.

When analysing fluctuations of this income ratio indicator, one has to be aware that it is a relative
measure and its value is influenced by changes in the income of both the elderly (numerator) and
the working age population (denominator). A decrease in the income of the working age
population when the income position of people age 65+ remains stable might give the impression
that the actual position (i.e. income level) of the older cohort has improved. The indicator thus
needs to be assessed together with some absolute variables, such as the evolution in per capita
incomes.

To assess the extent to which pensions fulfil their role of replacing income after retirement, it is
important to consider how many people are covered by pension systems and how large a
proportion of their income is derived from pensions. The aggregate replacement ratio measures
the median individual gross pension (including old-age and other pension benefits) of people
aged 65-74 relative to median individual gross earnings of people aged 50-59.
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Figure 35. Aggregate replacement ratio, evolutions 2012-2013 and 2008-2013

EU28 EU27 EA18 BE BG cz DK DE EE IE EL ES FR HR T

2013 0.56 0.56 0.56 0.47 0.39 0.56 0.44 047 0.50 : 0.60 0.60 0.64 0.37 0.62
2012-2013 %
change
2008-2013 %
change

=7/l na. 154 na. 6.9

na. 120 12.0 147 9.8 73 6.8 111 na 46.3 184 -213 216

2013 0.40 047 0.48 0.78 0.61 0.56 047 0.59 0.60 0.59 0.65 0.46 0.61 0.49 0.58 0.53
2012-2013 %
change
2008-2013 %
change

6.7 52 217 8.9 6.0

2% 56.7 9.1 345 36.6 8.3 7 157 327 13.0 -6.5 233

Source: Eurostat (FU-SILC)

Notes: |) Data not available for IE for 2013 or 2012 ij) Major break in series in 2013 in ES for income variables in EU-SILC,
S0 no latest year changes are shown while longer term changes are presented for the period 2008-2012 only; fi) For UK
changes in the survey vehicle and institution in 2012 might have affected the results on trends since 2008 and
interpretation of data on the longer term trend must therefore be particularly cautious, iv) Only statistically significant
changes have been marked in green/red (positive/negative changes). A 5% threshold has been used. "~" refers to stable
performance, vi) income reference year Is the calendar year prior to the survey year (ie. 2012) except for the United
Kingdom (survey year) and Ireland (12 months preceding the survey).

At EU level the ratio reached 56% in 2013, although there are substantial variations across
countries (see Figure 35 ). In general, the aggregate replacement ratios show that current median
pension levels are very low compared to current median earnings in HR, BG and CY (respectively
37%, 39% and 40% in 2013) and to some extent in BE, DE, DK, FI, LV, LT, NL and SI (all below 50%
in 2013). This can be due to low income replacement from statutory pension schemes (e.g. BG),
but it can also reflect the immaturity of supplementary pension schemes (e.g. CY), low past labour
force participation rates and incomplete careers.

As for its evolution, the value of the ratio for the EU-27 increased by 12%, from 50% in 2008 to
56% in 2013. This upward trend is observed in two-thirds of Member States and is primarily the
result of the crisis-related decline in wage incomes of people aged 50-59. Only HR and SE have
experienced a worsening of the income position of pensioners in comparison to the working
population 50-59 since 2008, and only BG registered a deterioration between 2012 and 2013.

In 2012 the SPC adopted its report on Pension Adequacy in the European Union (2012-2052)
which analysed the future adequacy of pensions by assessing theoretical replacement rates (TRRs).
Some of the main conclusions related to the fact that future levels of pensions in relation to
earnings (income replacement levels) will depend on different factors, notably the pace of accrual
of pension entitlements (which is linked to developments in the labour market), the maturation of
pension schemes and the effect of reforms. Most Member States' reforms of statutory schemes will

19

http://www.google.be/url?sa=t&rct=j&q=8&esrc=s&frm=18&source=web&cd=18&cad=rja&uact=8&ved=0CCQQFAA
&url=http%3A%2F%2Fec.europa.eu%2Fsocial%2FBlobServiet%3Fdocld%3D7805%26langld%3Den&ei=KzHaVKxKIK
3PPPugYAC&usg=AFQjCNEoUYCc12Zi2006IUkVWoflpYST1w
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lead to a decrease of replacement rates at given retirement ages. Indeed, measures introduced in
many Member States in order to cope with increasing longevity and to incentivise longer working
lives go in this direction: lowering future benefit levels at a fixed retirement age, increasing the
statutory retirement age, tightening and abolishing of early retirement options, or increasing
contributory periods needed for a full pension.

Access to health and health outcomes

Health status is a key determinant of the well-being and labour market participation of the
individual. A healthy population is associated with better educational attainment, better earnings
and wages, higher labour market participation and a higher number of hours worked in adult age.
Health is also shown to be positively associated with economic growth and social welfare.

Despite these benefits, a recent Eurofound study (Eurofound (2014b)) reports that in the wake of
the crisis, many European governments have cut spending on healthcare services. However, in the
face of rising unemployment and financial strain, there is an increased need for some healthcare
services, while decreased disposable income has made access to healthcare more difficult for
many households in the EU. In this context, policymakers and service providers are faced with the
challenge of maintaining access to healthcare services.

Looking at both objective and subjective measures of health can provide a snapshot of the health
status of society as a whole. In general, at EU level the number of healthy life years (HLY) at 65 is
now quite similar for both women and men, with the EU average for both being 8.5 years in 2012.
Over the period 2008-2012, there was a significant increase in healthy life expectancy for women
in 10 Member States, the greatest rises being in AT (2 years) and PT (3.5 years, but with a break in
the time series). There were only five countries where HLY at 65 for women decreased significantly
(EL, LT, RO, SI, UK), with the biggest decrease recorded in RO and SI (down by 2.8 and 2.5 years
respectively).
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Figure 36. Healthy life years at 65 for females, 2008 and 2012
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The change in HLY at 65 for men in the years 2008 — 2012 has generally been even more positive
than that for women, with 15 Member States recording rises for men, although there were
significant falls in 5 (CY, DK, ES, RO and SI). Similar to the situation for females, the greatest
decreases were noted in RO and SI (both down 1.9 years). On the other hand, the greatest
increases were noted in MT (2 years) and PT (3.2 years, but with a break in the time series).

Figure 37. Healthy life years at 65 for males, 2008 and 2012
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The Eurofound study cited previously (Eurofound (2014b)) finds that while the crisis has been a
major factor influencing complex healthcare systems, there are significant differences between
countries and between services in the impact the crisis has had on healthcare access. Nevertheless,
even where a country’s health services have hardly experienced any cuts (such as all services in
Luxembourg, and nursing home healthcare in Latvia), it has still been possible to identify impacts
of the crisis on access to healthcare.

The study also finds that difficulties in accessing healthcare have long been more common among
certain population groups, and that in some cases, measures facilitating access for these groups
have been cut. While there is great heterogeneity within these groups, they include people living in
countries with poor overall access or in remote areas; those with low health literacy, poor
education and low incomes; people with greater healthcare needs in general (such as people with
disabilities, elderly people and people with chronic illnesses); or those who belong to a specific
disadvantaged ethnic minority (such as Roma), as well as homeless people and migrants.
Moreover, it reports that the crisis has resulted in the emergence of new groups that were not
considered vulnerable previously due to increased unemployment, especially among young men,
and increased household debt problems, particularly for young couples facing housing and job
insecurity.

On average, 3.6 % of Europeans reported unmet need for medical care in 2013 (i.e. they had to
join a waiting list, or the care available was too expensive or too far away). There are significant
differences among Member States, with the rate as high as 13.8% in LV and 10.4% in RO, while in
AT, ES, LU, MT, NL and SI the reported rate of unmet need is below 1%. There is a clear income
gradient as those in the lowest income quintiles more often report an unmet need for medical
care.

Figure 38. Self-reported unmet need for medical care®’, in %, and changes
(in pp) 2012-2013 and 2008-2013

EU28 EU27 EA18 ;13 BG cz DK DE 33 IE EL ES FR HR IT

2013 3.6 3.6 0.0 1.9 8.9 1.0 13 1.6 8.4 33 9.0 0.8 2.7 3.3 7.1
2012-2013
change in pp
2008-2013
change in pp

~ ~ na. ~ ~ ~ ~ ~ ~ ~ 10 ~ ~ ~ 15

n.a. ~ na. n.a. -6.4 ~ ~ ~ 11 1.5 3.6 ~ ~ n.a. i)
RO
2013 4.4 13.8 3.2 0.9 2.4 0.9 0.4 0.4 8.8 3.0 10.4 0.0 19 4.3 1.9 1.6
2012-2013
change in pp
2008-2013
change in pp

~ 14 ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~

1.6 4.1 23 ~ -1.0 ~ ~ ~ 2.8 18 ~ ~ ~ 35 ~ ~

Source: Furostat

Note: ) Break in series in BE in 2011 means that evolutions between years before 2011 and years from 2011 on cannot
be interpreteq; ii) Only statistically significant changes have been marked in green/red (positive/negative changes) with a
Ipp threshold. "~" stands for stable performance (i.e. statistically insignificant change).

2% This indicator is defined on the basis on self-reported unmet need related to three reasons — too far to travel, waiting
list, too expensive
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In the period 2008-2013, 9 countries recorded an increase of 1 percentage point or more in the
share of the population reporting unmet needs for care (CY, EE, EL, FI, IE, IT, LV, PL and PT). Only
3 countries registered significant improvements in access - BG (-6.4pp), LT (-2.3pp) and HU (-
1.0pp). In terms of the most recent changes for the period 2012-2013, there were only 3 countries
that noted an increase (EL, IT and LV), but with none showing an improvement. While in most
cases the share of this population has remained rather stable both in the latest available year
(2012-2013) as well as since 2008, in EL, IT and LV, increases seem to be consistent across time.

Box 7. Peer review on Health System Performance Assessment (HSPA)

Health system performance assessment (HSPA) can be an important instrument in the governance
of health systems for use at national level. Its main aims are to (i) set the goals and priorities for a
health system; (i) act as a focus for policy-making and coordinating actions within the health
system; (iii) measure progress towards achievement of goals; (iv) promote efficient use of funds; (v)
check the sustainability of the system and (vi) promote transparency and accountability to citizens.
One of the most advanced countries in this field is Belgium, whose latest HSPA report covers five
main dimensions of performance: quality, accessibility, efficiency, sustainability, and equity,
featuring 74 indicators to assess the levels of performance. Thus, in May 2014, nine Member States
met in Brussels for a Peer Review to learn from each other about different national models of
HSPA: their underpinning methodologies, impact and governance process. The Peer Review
furthermore allowed for Member States to learn about HSPA-related developments at EU-level
and to indicate what support was required from the EU and international bodies.

As stressed in the Peer Review discussions, HSPA should be descriptive, although its findings may
lead to recommendations for improving a health system. The selection of indicators used in HSPA
will affect its outcome. Thus, concerns were expressed about approaches that strongly compress
the number of indicators. It was pointed out that the focus of HSPA is the use at national level.
International or regional comparisons might be made during HSPA exercises bearing in mind
restrictions due to different health systems and methodological problems regarding data
availability and comparability. Such comparisons might pinpoint problems and inefficiencies within
national or regional healthcare provision. It was however acknowledged that some constraints on
access to data exist. Privacy concerns have become a major issue in some countries, and health
data are particularly sensitive in this regard. Furthermore, accountability is key to the success of
HSPA. It was stressed that European and international action to support HSPA was desirable. While
participants did not see the need for a European HSPA model (due to the variety of national
health systems), they would welcome technical assistance for the development of national HSPA
and support from the EC for the improvement (especially better coordination and less duplication)
of international data collection that would allow them to carry out comparisons.

For further details consult the following link:
http://ec.europa.eu/social/main.jsp?catld=1024&langld=en&newsld=1890&furtherNews=yes
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Developments in access to housing and homelessness

Housing costs represent an important share of a household's income, especially for lower income
groups. An increasing burden of housing costs on a household's income as well as the over-
indebtedness of many households might result in the inability of households to pay mortgages,
rent or utility bills, increasing vulnerability for repossessions, foreclosures and evictions and in some
cases, homelessness. There is a growing need for locally available affordable housing, including
social housing and affordable private rentals, as well as a sufficient level of housing and heating
allowances?

In 2013, the average share of housing costs over disposable household income varied among
Member States, between a minimum of 2.6% in MT and a maximum of 36.9% in EL, with the
average for the EU28 at 11.0%. Other countries with a relatively high share (in excess of 15%) were
DE, DK, NL and RO.

Significant increases in the average share of housing costs in disposable household income have
been recorded in 13 Member States between 2008 and 2013. In a number of countries the
increase has been more prominent for people living below the poverty threshold, with increases of
around 10pp or more in DK, EE, ES, IE, LV and SK, and as high as 27.5pp in EL. For individuals with
higher incomes, the housing cost overburden rate has remained relatively stable with the
exception of EL where it also increased substantially.

Figure 39. Evolution of the housing cost overburden rate, 2008-2013 (in pp)
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Source: Eurostat (FU-SILC)

2L Commission Staff Working Document (2013)42 final on Confronting homelessness in the European Union
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Notes: 1) Evolution for IE is for the period 2008-2012; i) Major break in series in 2013 in ES for income variables in EU-
SILC, so changes are presented for the period 2008-2012 only; iij) Evolutions for EUZ8, DE and HR are for the period
2010-2013; Iv) For UK, changes in the survey vehicle and institution in 2012 might have affected the results on trend’s
since 2008 and interpretation of data on the longer term trend must therefore be particularly cautious;

Apart from overall housing costs, as much as 11% of EU28 citizens cannot keep their homes
adequately warm, with above 20% in BG, EL, LT, MT, PT, LV and CY. The EU28 average is 24% for
those below the poverty line, and beyond BG (69.7%), CY (51%), EL (48.4%), PT (44.6%) and IT
(40.1%), figures also stand at over 30% in HU, LV, LT and MT#.

In several countries demand for housing allowances and social housing has grown in recent years
as reported by Member States and stakeholders. The number of people on waiting lists for social
housing keeps growing in many EU countries. According to UK government data, there were
about 1.37 million households waiting for social housing in England in April 2014%. This is an
estimated increase by 30% since 1997. In France, the number of applicants for social housing
reached a total of around 1.7 million applicants in 2013%. The need for local authority housing in
Ireland has increased by 74% since 2008 (from about 56,000 applicants to 98,000)*. The need
seems to be the most critical in capital and global cities where the housing markets are heated.
There were close to 540,000 households registered on the waiting lists in greater Paris (lle-de-
France) in 2013, and 255,729 in greater London in April 2014°°.

In LT, the number of families entitled to social housing has been constantly increasing between
2008 and 2012 (in 2012 it was 33% higher than in 2008), and multiplied by 3.4 times between
2004 and 2012. However, only a small share of the demand is satisfied, so, in 2012 only a 3.4% of
the entitled families had access to renting in municipal social housing. In LV, the number of
housing benefits' recipients increased between 2009 and 2012, with the number of housing benefit
recipients 38% higher than in 2009. In FI, the number of recipients (households) of general housing
allowances has increased in the 2009-2013 period, so that in October 2013 it was 31.8% higher
than in January 2009. The rise between October 2012 and October 2013 was 6.9%. Also the
number of applicants for social rental housing increased between 2008 and 2012 in F, reaching
over 100,000 applicants waiting for an apartment in 2012. In FR, the total number of beneficiaries
of housing allowances kept rather stable during the 2009-2011 period, and similar to the 2000
level. The amount of such benefits has however been increasing every year since 2006. The
highest annual increase during the 2000-2011 period was in 2008, when it grew by 7.2% with
respect to the previous year. Between 2010 and 2011, the total amount of housing benefits (in

2 EU SILC data

3 Department for Communities and Local Government (2014) Live tables on rents, lettings and tenancies
(https://www.gov.uk/government/statistical-data-sets/live-tables-on-rents-lettings-and-tenancies)

' Data from the National registration system (Systeme national d'enregistrement - SNE) of the housing ministry, as

reported in Union Sociale pour I'Habitat (2013) Les demandeurs de logement social - fiche thematique. Note there is a

break for 2013 since the source is no longer the previously used ENL (Enquéte Nationale Logement) but the SNE

(Systeme national d'enregistrement).

» Housing Agency (2011) Housing Needs Assessment 2011 (www.housing.ie)

% Orna Rosenfeld (2014) Social Housing in the UNECE: Models, Trends and Challenges. Presentation at the 75th session
of the Committee on Housing and Land Management, Geneva, 8 - 9 October 2014 (http://www.unece.org)
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euro) grew by 3.3%. In PL, the total number of housing allowances paid out in 2012 was 0.7%
higher than in 2011, while the total amount paid as housing allowances rose by 5.2% as compared
to the 2011 amount?’.

Regarding the ability of households to pay back their mortgages, housing loans or pay their utility
bills, EU SILC data for 2013 shows an EU-28 average of 4.1% of the population in arrears on
mortgage and rent payments and 10% among the poorer segment of the population, with huge
differences among Member States. Among those with an income below 60% of the median
income, EL has the highest percentage (25.1%) in Europe of people in arrears on rents or
mortgage payment, followed by CZ, FR and HU with values above 16%, and this percentage has
been increasing. In 2013, arrears on utilities stood at 10.1% for the entire population and 22.9% for
the poorer segment of the population, with an average in the latter segment around 40% or more
in Bulgaria, Croatia, Cyprus, Greece, Hungary and Romania®. However, a few countries (including
EE, FR) reported an improvement in recent years. In EE between 2012 and 2013, both the absolute
number of hopeless housing loan contracts and their share in the total volume of housing loan
contracts decreased. In particular, 0.6% of housing loan contracts were hopeless loans by the end
of August 2013% In FR, 2.7% of owners were unable to pay for their loans in 2010, 0.9 pp lower
than in 2009™.

In PT, however, the percentage of borrowers with overdue loans for housing increased from 5.5%
of the total number of borrowers with credit granted in the second quarter of 2011 to 6.2% in the
second quarter of 2013. This share is nevertheless lower than the 8.3% reached in the first quarter
of 2009. In HU, 5.7% of the number of home loan contracts and 9.4% of the total credit value for
home loans were rated as subprime (July 2013). In total, 23.4% of the home loan contracts and
34.8% of the total credit value were rated as not problem free.

The 2012 European Quality of Life Survey shows a growing proportion of Europeans who report
that they are afraid of losing their home because they can no longer afford it (from 4% in 2007 to
6% in 2011). The bulk of the increase comes from households living in larger, mortgaged
accommodation®!

Rising levels of evictions and foreclosures have negatively impacted on housing security.
Preliminary findings of an EU-wide study on evictions and linked homelessness® confirmed that
very few Member States collect data on evictions on a regular basis, which makes analysis and
comparisons difficult. Besides, there seem to be no simple pattern between welfare systems, level
of crisis and trends of evictions. Nevertheless experts reported the following trends in evictions for

*7 Central Statistical Office, Local Data Bank (http://www.stat.gov.pl/bdlen/app/strona.htmi?p name=indeks)

*® EU SILC data

# Source: Bank of Estonia. (2013). Lending Review. February 2013. http://www.eestipank.ee/en/publication/lending-
review/2013/lending-review-february-2013

% Source: Insee, SRCV 2007-2010, from Commissariat général au développement durable (2013), "L'état du logement
en 2011".

*! Source Eurofound (2012), Third European Quiality of Life Survey — Quality of life in Europe: Overview Report.

*2 VT/2013/056 EC Pilot Project on Promoting protection of the right to housing — Homelessness prevention in the
context of evictions. Final results are foreseen by mid-2015.
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the period 2010-2013. Relative stability, or low levels of changes in eviction levels in the
observation period of plus/minus 10 %, were found in five countries (AT, BE, EE, FI, FR). A decrease
of more than 10 % was recorded in six Member States (HR, CZ, DK, LT, PT and SE). An increase of
more than 10 % was observed in five countries (BG, CY, IE, LV, NL), with a particularly sharp
increase of more than 100% in IE, NL and LV. In seven countries, however, the data show
opposing trends for different indicators (DE, EL, HU, PL, SI, ES and UK). In most of these latter
countries opposite trends were observed, and only in EL and IT did both available indicators show
an increase, although one was at a moderate level of less than 10 %.

The above eviction study® also disclosed that more men than women are affected and that the
bulk of adults evicted were between 25 and 65 years old. There seems to be a high proportion of
single persons and lone parents (especially mothers) among those evicted and only a low
percentage of households have income from regular work. All Member States report
unemployment and household financial instability as major risk factors, but individual
vulnerabilities, complex needs, family breakdown, often in combination with financial difficulties,
also trigger evictions and foreclosures. In Central and Eastern Europe, general poverty problems,
weak social protection systems, both amongst working poor and people on subsistence benefits,
the lack of savings and utility arrears seem to play a greater role.

There seems to be a clear pathway from evictions to homelessness. Where evidence exists, it
shows that 1 in 4 evicted people may be in a homelessness situation a while after an eviction —
such as couch surfing, shelter use or rough sleeping- and about 20-50 % of homeless people (in
different Member States) stated that an eviction was an important cause why they became
homeless over a longer period.

Box 8.Recent trends in homelessness in Europe

Though comparable data on homelessness at EU level are still scarce, general trends in
homelessness have been analysed in the Social Investment Package (SIP), notably in the SIP Staff
Working Document on Confronting Homelessness in the European Union®*. Besides, data were
provided by the Social Protection Committee in 2012%, and by the EU-level homelessness network
FEANTSA in a monitoring report from 2012% and in their very recent preliminary report on the

¥ 1dem

#* Commission Staff Working Document SWD(2013)42 final on Confronting Homelessness in the European Union, as
part of the Social Investment Package http://ec.europa.eu/social/main.jsp?catld=1061&angld=en

¥ SPC (2012) Social Furope Current challenges and the way forward: Annual Report of the Social Protection Committee,
available at http://ec.europa.eu/social/main jsp?catld=738&langld=fr&publd=7405

° FEANTSA (2012) On the Way Home? FEANTSA Monitoring Report on Homelessness and Homeless Policies in Europe,
available at: http://www.feantsa.org/spip.phprarticle854&lang=en
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http://www.parlament.gv.at/pls/portal/le.link?gp=XXV&ityp=EU&inr=57280&code1=COM&code2=&gruppen=Code:SWD;Year:2013;Nr:42&comp=42%7C2013%7CSWD
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extent and profile of homelessness®’. Some Member States also provided data on primary and
secondary homelessness through the 2011 census, of varied quality, however.

Data confirmed a sharp increase in overall homelessness levels in the majority of Member States,
first and foremost impacting capitals and big cities. A higher risk of homelessness was identified
among young people, families, women or disadvantaged Roma or other ethnic minorities. Analysis
also revealed that homelessness is often triggered by a combination of disadvantages, such as
unemployment, poverty, family and relationship breakdowns, health and addiction problems, the
lack of integration support after leaving institutions and a lack of affordable housing.

In AT, the number of persons registered over the course of a year as homeless increased by 8%
between 2008 and 2010, reaching 12,266 people®. In DK, there has been a total increase in
homelessness of 16% over the past four years, rising from 4,998 in 2009 to 5,820 persons in
2013%. In FR, the national statistics institute (INSEE) reports that approximately 141 500 people
were homeless in metropolitan France in 2012. Compared to 2001 this represents an increase of
44% in cities of at least 20,000 inhabitants.** In London, the number of households accepted as
being owed a main homelessness duty was 4,340 — a decrease of 2% from 4,420 during the same
quarter a year earlier®. However, in England, between 1 July and 30 September 2014, local
authorities accepted 13,900 households as being owed a main homelessness duty. This is a 4%
increase compared to the same quarter last year.

Statistics produced by Caritas Spain show that the number of homeless people using their services
increased by 24% in the period between 2007 and 2011%. According to the Spanish National
Statistics Institute (INE) spending in centres which work with homeless people rose by 39% in the
period 2006-2012*. Besides, another survey from INE shows that centres for homeless persons
received 22,930 homeless persons in 2012. This compared to 21,900 homeless persons in 2005,
representing an increase of 4.8%. In LV, the number of clients in municipal shelters increased
between 2009 and 2011, and then reduced in the last year (between 2011 and 2012). In 2012, the

" FEANTSA Report on “Extent and Profile of Homelessness in European Member States. A statistical update” EOH

Comparative Studlies on Homelessness (to be published in 2015). The report covers 15 Member States.

% https://ec.europa.eu/CensusHub?

9 Federal Ministry of Labour, Consumer Affairs and Social Protection Social Report 2011 - 2012 Analysis Section
(translated into English), available at:
http://www .bmask.gv.at/site/Soziales/Allgemeine Sozialpolitik/Sozialberichte/Sozialbericht 2011 2012

0 Benjaminsen, L. & Lauritzen, H. (2013), Hjemlgshed i Danmark 2013. National kortlaegning. [Homelessness in Denmark
2013. National mapping], Copenhagen, SFL

! Insee (2013) £ ‘hébergement des sans-domicile en 2012 Des modes d'hébergement diifférents selon les situations
familiales, available at : http://www.insee fr/fr/ffc/ipweb/ip1455/ip1455. pdf

* Department for Communities and Local Government, Statutory Homelessness: July to September 2014 England
RefISBN: 978-1-4098-4424-2, available at: https://www.gov.uk/government/statistics/statutory-homelessness-in-
england-july-to-september-2014Department

** Caritas Espafiola (2012) “Acompafiando...nos”. Mirada, accién y propuestas de Céritas con personas que estan sin
hogar.

“INE (2013), Survey  on Homeless Persons Results preview. Year 2012, available at:
http://www.ine.es/en/prensa/np761 en.pdf
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number of clients in municipal shelters was a 65.8% higher than in 2009.

In LT, the total number of occupiers of shelters for homeless has increased by 16% between 2009
and 2011. In EE, the lack of proper housing was the main reason for using shelter services for 38%
of its users in 2012, 8pp higher than the percentage of users reporting lack of proper housing as
their main reason to use such services in 2008*. In FI, the number of homeless families has
increased in the 2008-2012 period, so that in 2012 there were 49.2% more homeless families than
in 2008. At the same time, the number of homeless individuals living outdoors, in overnight
shelters, temporary accommodation or in institutions has decreased, so that in 2012 there were
35% less individuals in this situation, compared to their number in 2008

In 2011, 0.4% of the population in CY lived in either improvised housing units or other housing
units not built for habitation purposes®’. In NL, a total of 17,500 homeless people were estimated
at the reference date of 1 January 2009 by the Dutch Central Bureau of Statistics and national
estimates confirmed a 17 % increase of homelessness between 2010 and 2012. In RO, a total of
2,429 persons in 2012 were assisted in day or night shelters, either public or managed by NGOs. In
SE, homelessness has grown by 29 % among rough sleepers, shelter users, hostels and homeless
people in institutions between 2005 (6,600) and 2011 (8,500).

The particularly dramatic social impact of the crisis in some countries, such as EL, means that levels
of homelessness have risen very dramatically. Service providers estimate that Greece's homeless
population rose by 25% between 2009 and 2011 when it reached 20,000* The large number of
households threatened by foreclosure or eviction means that the proportion of the population at
risk of homelessness has increased. It is estimated that approximately 300.000 families risk losing
their homes if the moratorium on repossessions would be lifted next year.

Most homeless people are not in employment, as confirmed by experts®, though the extent to
which homeless people are engaged in paid work varies considerably across Member States, from
less than 5% in some countries to as much as 25% in others. 35% of homeless people in HU were
in casual or regular work, as were 28% of homeless people in IT and 24% in FR™. By contrast, in IE,
only 8% of homeless people were employed, with only 5% working in PL and SE.

The largest cohort of homeless people is between 30 and 49 years old, but an estimated 20-30%
of the whole homeless population is composed of younger people between 18 and 29 years old
(e.g. FR: 26%°, NL: 23%). Increasing homelessness amongst young people is emerging as a cause
for concern in several Member States. For example, in DK, there has been an increase in youth
homelessness of 80% or from 633 persons in 2009 to 1,138 persons in 2013°. Similarly, there is a

> Source: Ministry of Social Affairs

*® Source: Housing Finance and Development Centre of Finland

7 Source: Population Census 2011, CYSTAT

*® FEANTSA (2012) Op Git

O FEANTSA (2015) Op Cit

*% Based on figures for cities with 20,000 inhabitants or more.

°! Benjaminsen, L. & Lauritzen, H. (2013), Hjemlashed i Danmark 2013. National kortlaegning. [Homelessness in Denmark
2013. National mapping], Copenhagen, SFL
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trend of increased homelessness amongst families in various Member States. According to INSEE,
25% of homeless people in France are accompanied by children®. In HU and PL, older people are
found to be a considerable part of the homeless population (17% and 22% aged 60 or over
respectively), but they were unlikely to be homeless in some other Member States, such as IE and
DK (3% over 65 and 5% over 60 respectively). These variations may be linked to differences in the
levels of social protection and pensions for poor and vulnerable people over retirement age in
different welfare systems.

In most Member States, men predominate among homeless people, accounting for about 75-85%
of the whole homeless population against the proportion of women which stands at only about
15-25%. Some evidence suggests that homeless women may have a greater tendency to use
informal arrangements with friends, family and acquaintances, avoiding living rough and entering
homelessness services. This may mean that homeless women are less likely to be represented in
the population recorded by homelessness services’ administrative data. Women whose
homelessness is linked to domestic/gender based violence, using refuges, shelters and other
domestic violence services, may not be classified as using 'homeless’ services, which may again
mean the extent of women’'s homelessness is undercounted. In some Member States, including
for example CZ, DK, IE or UK, women account for a larger share among the young homeless.

Though evidence is variable in the EU, it seems that repeated and long-term homeless people,
with high rates of severe mental illness and problematic drug and alcohol use, account for only a
relatively small portion of the homeless population, as was reported in DK, FI, IE and, based on
partial data, in the UK™.

A recent EU-study highlighted the impact of migration on destitution and homelessness™, calling
attention to the fact that EU mobile workers may face obstacles in accessing housing or social
services/benefits due to not having an address. Experts® found that in DK, 17% of homeless
people had migrated to Denmark or had parents who were migrants. Black British people are
overrepresented among homeless people helped under English homelessness laws (14.5% of the
people in the system, 3.5% of the population). New migrants, including economic migrants from
the Eastern EU, sometimes appeared to be heavily represented among people living rough in the
Northern EU, e.g. in Berlin, Dublin, London or Paris. An increased number of homeless immigrants
were reported, particularly in France and Spain. In a number of Central and Eastern European
countries, Roma people are overrepresented among populations who are very badly housed and
in living situations that might be defined as homeless, but are not always counted as being
homeless. This administrative distinction occurs elsewhere in the EU; the UK is also not recording
‘traveller” populations, including Roma, who live permanently in mobile homes as being homeless
on the basis that it is a chosen lifestyle. A particular challenge is to provide for undocumented

> INSEE Op Cit

> FEANTSA (2015) Op. Cit.

>* European Commission study on "Mobility, Migration and Destitution in the European Union". Regioplan, March 2014

>> FEANTSA Report on “Extent and Profile of Homelessness in European Member States. A statistical update” EOH
Comparative Studlies on Homelessness (to be published in 2015). The report covers 15 Member States.
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migrants, who usually do not have legal access to homelessness services.

The SPC highlighted in 2012 that integrated strategies to tackle homelessness, whilst lacking in
many instances, had been developed by a growing number of Member States and regions. This
trend seems to continue. Several new strategies have been announced (e.g. LU, CZ and ES).
Besides, for the permanent re-housing of long-term homeless people with complex needs,
Housing First>® programmes have been launched e.g. in BE, DK and FL. Some national/regional
strategies have achieved impressive results in reducing homelessness (e.g. Scotland, Netherlands,
Finland (long-term homelessness)). Robust homelessness strategies may also have helped to limit
increases in homelessness due to structural factors (e.g. Ireland, Denmark (where those
municipalities implementing the national strategy experienced much lower increases than others).
Full implementation, monitoring and the allocation of adequate resources are required for
integrated homeless strategies to succeed. Some of the strategies which have been announced in
recent years have yet to be implemented and are therefore unable to support progress to date.

Among the factors influencing access to housing are credit availability and price levels. During the
last years, trends in housing credit seem to vary between countries. In some countries (HU, CY, PT,
HR), availability of housing credit has decreased. For example, in HU, both the number of
permitted housing credits (contracts) and its volume (in HUF) decreased dramatically between
2008 and 2009, by 61.5% and 66.1% respectively. In 2012, the number of permitted housing
credits was a further 3.6% lower than in 2009, and the volume of housing credits was 35.8% lower
than in 2009. In CY, bank loans to households for house purchase rose annually in the Q1 2008 to
February 2013 period, and then started to reduce as from Q1 2013. In Q3 2013 they were 4.5%
lower than in the previous one-year period.”’According to the latest CBC Bank Lending Survey
(July 2013), banks have tightened credit standards concerning loans to households for house
purchase. In Q3 2013, 53.4% of total loans to the household sector were housing loans, a share
rather stable since Q4 2010, In PT, the increasing trend in housing credit since 2009 reversed as
from 2011. Between Q1 2011 and Q2 2013, the nominal amount of loans granted to private
individuals for housing declined by 6.6%. At the same time, the number of private borrowers for
housing decreased by 3.8% between Q2 2011 and Q2 2013. In FR, loans for housing decreased
between 2011 and 2012 (22.8% less for old housing, and a 17% reduction for new housing). The
evolution of households' rate of property indebtedness slowed in 2011, increasing by 3.4% with
respect to the 2010 indebtedness rate, after having doubled in the 2000-2011 period (it was at
64% of households' disposable income in 2011)*°. In HR, housing loans dropped slightly at a rate
of about 1% a year. An opposite upward trend is observed in EE, where, after almost four years of
decline, the volume of new housing loans increased by 16% in 2012, as compared to their volume

*® "Housing First Europe” project, financed from PROGRESS  http://www.socialstyrelsen.dk/housingfirsteurope

>" Source: Central Bank of Cyprus

*% Source: Central Bank of Cyprus

*9 Source: Insee, Banque de France, from Commissariat général au développement durable (2013), "L'état du logement
en 2011"
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in 2011%°. In PL, 17% of households used financing for the purchase of a house or apartment in
2013, compared to 14% in 2011°%.

As regards price evolution, data from the European Mortgage Federation® show considerable
changes in housing prices between 2009 and 2012. In some domestic markets, nominal house
prices have followed a positive trend, while in some others prices have moved along a downward
path. As a result, in Q4 2012, prices were above their Q2 2009 levels in Belgium (+15%), the UK
(+11.5%), Sweden (+9.1%) and Germany (+7.9%); by contrast, they had declined in Portugal (-
1.5%), Denmark (-6.4%), the Netherlands (-13.4%), Hungary (-15.9%), Spain (-20.3%) and Ireland
(-33.7%). In real terms, compared with Q2 2009, house prices increased by 7.0% in Belgium, 5.3%
in France, 4.4%, in Sweden, 1.3% in Germany and remained stable in the UK. They contracted by
7.2% in Portugal, 11.6% in Denmark, 18.2% in the Netherlands, 26.0% in Spain, 26.5% in Hungary
and 33.7% in Ireland.

Among the factors behind the national housing price dynamics, disposable income per capita and
the average construction cost for a new dwelling seem to have played a significant role between
2002 and 2012. The former relates to demand and tends to be significantly correlated with the
observed house price variations in the EU. On the supply side, construction costs might have also
influenced nominal house prices, through the new housing segment.

Member States reported that in FR, house prices doubled between 2000 and 2008, reduced
during the year 2008-beginning of 2009, but grew again during 2009 and 2010 to reach the price
levels before the start of the decline in 2008, House prices in France continued to rise to the third
quarter of 2011, but decreased afterwards. At the last quarter of 2013, house prices had come
back to approximately the same level as the last quarter of 2010 (INSEE). In PL, the average price
per square metre increased sharply between 2005 and 2007, and continued an upward trend until
2010, when it seemed to stabilise, and then started reducing as from 2011. Hence, the average
price of one square metre in Q2 2013 was 12.3% lower than its Q1 2010 level, which was, in turn,
2.3 times the Q1 2005 average price®. Real interest rates on loans are also rising, and reached 5%
in 2013 Q1, the highest level since 2005%. Prices of old sold apartments have also been increasing
in FI during the 2009-2013 period, so that in Q2 2013 prices per square meter in the capital region
were 22.8% higher than in Q2 2009, while in other parts of FI they were a 12.8% higher than in Q2
2009. The rents for apartments have also increased in the 2009-2012 period. In the capital region,
the rents for new tenancies increased by about 4% per year and elsewhere in FI by about 3% per
year®®. However, in CY, following the high increases in housing prices that were recorded during

€ Bank of Estonia. (2013). Lending Review. February 2013. http://www.eestipank.ee/en/publication/lending-
review/2013/lending-review-february-2013

¢! Source: Social Diagnosis 2013

% Data in the paragraph are based on the Hypostat 2013 report of the European Mortgage Federation
http://www.hypo.org/Content/Default.asp?PagelD=524

% Source: indice Insee-Notaires, from Clévenot M (2011) "Les prix immobiliers en France: une évolution singuliere”.

& Source: ZBP (the Polish Bank Association)

% Source: National Polish Bank

% Source: Statistics Finland
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the previous decade due to the real estate sector bubble, a gradual correction has been in
progress since 2009. In particular, the residential property price index has been continuously
declining since Q1 2009 (except for a period of stagnation in the first two quarters of 2010). In Q3
2013 it had declined at an annual rate of 7.2%. At the same time, interest rates for housing loans
remained relatively high, between 5-5.5% in the Q3 2010-Q3 2013 period®’.

As regards to other indicators of activity in the housing market, in EE, the construction sector
started showing signs of recovery in 2011%. The number of transactions in the apartment market
increased by 15% in Q2 2013, as compared to the previous year®. And while the number of use
permits for new residential housing issued in Q2 2013 was at the same level as in 2012, the
number of building permits issued in Q2 2013 was 13% higher than in the previous year’®. In SE, a
housing shortage is reported in 126 of the 290 municipalities, especially within the rental market””.

Trends in the take-up of selected social benefits

The prolonged crisis has led to an increased dependence on social transfers in some Member
States. The SPC started an ad-hoc collection of administrative data on benefit recipients for
different social schemes (unemployment, social assistance, early retirement and disability) in order
to get timelier information on the pressure on social protection systems in the context of the
economic crisis. In 2014 the SPC continued with this data collection which is very valuable for its
timeliness, but needs to be assessed with due caution as it does not offer cross-country
comparability due to the diversity of concepts and underlying definitions.

The following sections analyse the major trends registered in the year 2014 comparing to 2013
and also the general developments since the beginning of the crisis (2008). (Individual country
trends regarding the number of benefit recipients can be found in the country profiles section of
this report.) Contrary to last year, and although only indicative, the trends observed illustrate that
the pressure on social security systems has eased somewhat in 2014 across many EU Member
States, although the number of benefit recipients nevertheless remains historically high in many
countries.

®” Source: Central Bank of Cyprus
68 Source: Statistics Estonia. (2012). Economic and Social Overview. Statistical Yearbook of Estonia, 2012.
http://www stat.ee/publication-download-pdf?publication id=29873
% Source: Bank of Estonia. (2013). Financial Stability Review 2/2013. http://www.eestipank.ee/en/publication/financial-
stability-review/2013/financial-stability-review-22013
7% Source: Bank of Estonia. (2013). Financial Stability Review 2/2013. http://www.eestipank.ee/en/publication/financial-
stability-review/2013/financial-stability-review-22013
Source: National Board of Housing, Building and Planning, 2013 (http://www.boverket.se/Boende/Analys-av-
bostadsmarknaden/Bostadsmarknadsenkaten-2013/L aget-pa-bostadsmarknaden/Vilken-typ-av-bostader-ar-det-

brist-pa/
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Signs of more positive trends emerging regarding the number of
unemployment benefit recipients

With the slight improvement in the labour market situation in the EU and declines in
unemployment levels in many Member States over the last year or so, there has been a slight
easing in the pressure on unemployment benefit schemes across much of the EU. In 2014 around
2/3 of Member States recorded a persistent decrease in the number of unemployment benefit
recipients as compared to 2013, generally mirroring the positive developments in the
unemployment rate. Persistent increases were only registered in 4 countries (AT, FI, LV and NL).

Countries with downward trends in both unemployment benefit recipients
and social assistance benefit recipients

Overall, nine countries reported decreasing numbers of beneficiaries on both unemployment
benefit and social assistance schemes. These included countries which have seen relatively
stronger recoveries in their labour markets over 2014, including EE, ES, IE, PT, SK and the UK, as
well as DK, LT and SE.

Figure 40. Evolution of the number of benefit recipients and nhumber of
unemployed (in 1000) — the example of the UK
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Source: Data on number of unemployed from Eurostat (ILO definition, in 1000 persons, seasonally adjusted); data on
number of benefit recipients collected from Member States through the SPC delegates
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Figure 41. Evolution of the number of benefit recipients and number of
unemployed (in 1000) — the example of IE

450 —

250 -

150 +

D TTTIT T TP I I I r I T e AP I T rIr T P AP T TP rIr T AT T AT PP T I T I T T AT P AT AT I T IT T AT T AT T IT T AT T TN TTrTl
2006 2007 2008 2009 2010 2011 2012 2013 2014
s N U be r of unem ployed (ILO) s |[E Unem ployment (Benefit + Assistance) recipients
= |E Emergency Social Assistance recipients s |E fline ss, Disability & Caring recipients

Source.: Data on number of unemployed from Eurostat (ILO definition, in 1000 persons, seasonally agjusted); data on
number of benefit recipients collected from Member States through the SPC delegates

Potential continued gaps in social benefits' coverage in some Member States

Notwithstanding the very latest developments, with the deterioration in the employment situation
in many Member States in the years since the crisis hit and the growing number of unemployed
and their longer stay in unemployment, more people are in need of social transfers. In some
Member States, the growth in unemployment has not always been matched by similar trends in
benefit recipients which may lead to a potential lack of social benefits coverage. This has especially
been the case in countries such as EL and CY, and the mis-match remains substantial despite the
recent slight easing in unemployment levels in these Member States. (However, in CY the decrease
in take up of public assistance can be to some extent explained by a change in legislation for the
creation of a lone parent benefit which are given by another service and as such are not shown in
the figures of public assistance.) Similar mismatches between rising unemployment trends and
benefit recipient levels since the crisis also seem to be present in BG, HR, SI, and to some extent in
PT.
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Figure 42. Evolution of the number of benefit recipients and number of
unemployed (in 1000) — the example of EL
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Source: Data on number of unemployed from Eurostat (ILO definition, in 1000 persons, seasonally adjusted); data on
number of benefit recipients collected from Member States through the SPC delegates

Figure 43. Evolution of the number of benefit recipients and number of
unemployed (in 1000) — the example of CY
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More mixed developments in terms of the number of benefit recipients from
social assistance schemes

While a large majority of Member States recorded a persistent decrease in the number of
unemployment benefit recipients as compared to 2013, the picture with regard to the number of
recipients of social assistance was more mixed. In 2014 around half of Member States recorded a
persistent decrease in the number of social assistance benefit recipients as compared to 2013,
while around a third recorded continued increases.

Among the latter, some countries are showing a shift from the use of unemployment benefit
towards increasing social assistance. For example, despite little change in the level of
unemployment over the last year, Romania saw a decrease in unemployment beneficiaries
together with an increase in social assistance recipients. This could suggest there is movement
from unemployment benefits to social assistance schemes perhaps due to rising long-term
unemployment or shortened lengths of unemployment benefit receipt. This movement increases
pressure on social protection systems.

Figure 44. Evolution of the number of benefit recipients and number of
unemployed (in 1000) — the example of RO
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[l. Examining the 2013 social trends to watch

In last year's annual report, the Social Protection Performance Monitor (SPPM) identified four main
trends to watch for 2013 — the rise in income inequality, the increase in the depth of poverty, the
worsening situation in long-term labour market exclusion and the rising exclusion of youth (SPC,
2013). The SPC undertook in-depth thematic reviews on the situation and policy measures tackling
depth of poverty, youth exclusion and long-term labour market exclusion in the second half of
2014 and early 2015. The following thematic sections give a summary of these reviews and
provide some key conclusions in terms of the effectiveness of policy measures in addressing these
challenges. The thematic review on the trend to watch regarding income inequality will be
conducted in 2015.

Key messages from the thematic in-depth reviews

Based on the thematic reviews which the SPC undertook on the 2013 social trends to watch —
youth exclusion, long-term exclusion from the labour markets, and depth of poverty, the following
main policy conclusions are to be considered:

e In the context of high and persistent unemployment among young people and the
related risks of youth exclusion, social protection systems have an important role to
play in supporting labour market integration and helping young people to bridge
difficult periods of transition from education and training to work and employment of
progressively higher quality. The in-depth review made clear that further exchange on
the efficiency and effectiveness of the different approaches is needed.

e Long-term unemployed people form a heterogeneous group with specific and
different obstacles such as health concerns, difficulty in reconciling work and family life,
social problems, or lack of skills. Alongside labour supply measures, understanding the
profile of the target population is crucial to effectively implement policies and support

their sustainable re-integration into the labour market. Measures need to take a
comprehensive approach, tailored around individual needs in order to be effective,
including targeted activation, adequate income support and enabling services.

e Drivers behind severe poverty and social exclusion are multiple; they can vary across
an individual's life-cycle and are closely related to the wider economic and labour
market context. Comprehensive, needs-driven, preventive and _individualised

approaches can contribute to avoiding and alleviating poverty and social exclusion in

an effective and sustainable manner. Social investments are part and parcel of such
approaches by targeting specific needs arising across the life-cycle, ensuring adequate

income support and providing access to quality enabling services, supporting
individuals in critical transitions.
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1. Social protection and youth exclusion in the EU

1.1 Introduction

The social and economic situation of young people in Europe has worsened during the last years:
youth unemployment reached record high levels in 2013, the number of young people
disengaged from employment, education and training has increased and more young people
experience poverty and social exclusion. While unemployment rates in Europe start to decrease,
youth unemployment remains high and many young people remain in low paid, low quality jobs
often of involuntary temporary nature. Young people seem not to profit from first signs of
economic recovery.

Young people are among those most severely affected by the crisis. Already pre-existing structural
disadvantages on the labour market and changed patterns of transitions from education to work
have weakened the social situation of young people and increased their vulnerability. Nowadays,
the risk-of-poverty rate of young people is the highest among all age groups; the crisis
accelerated trends which were visible already before 2008.

Youth exclusion was identified by the SPC as one of the social trends to watch for 2013 and as
such was chosen as a subject to a thematic review in the course of the second half of 20147,
While the major focus of the discussion related to the youth unemployment problem in Europe
has been on what employment policies can do, the implications for social protection systems are
also considerable and need due attention. This thematic review is an exploratory discussion on this
subject, building on the thematic focus of the 2014 National Social Reports, and considering the
fact that only few Member States have started to experiment with comprehensive approaches to
address the challenges of young people nowadays.

The present note aims at providing a brief overview of the current situation, focusing on young
people between 15 and 29 years old in order to cover the period marked by the transition from
education to work, finding a first more permanent employment and gaining independence from
parents. As far as possible, it will outline policy responses in Member States and raise attention to
the existing gaps in the social protection of young people, using the information received through
the thematic reporting in the context of the 2014 National Social Reports.

We would like to especially thank Eurofound for their contribution to this background paper.

2SPC (2014) Social Europe: Many ways, one objective. Annual report of the Social Protection Committee on the social
situation in the European Union (2013)
http://ec.europa.eu/social/main jsp?catld=738&langld=en&publd=7695&type=2&furtherPubs=yes
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1.2. Recent trends and future challenges

Looking at a set of key social and employment indicators (including SPPM indicators)” for young
people provides a rather daunting picture:

e The unemployment rate of young people between 15 and 29 years in the EU increased
from 12 % in 2008 to 18.7 % in 2013. The unemployment rate for the 18-24 year olds was
with 23.3 % in 2013 even higher. The youth unemployment ratio increased from 7.0 % in
2008 to 10.6 % in 2013 (age group 15-29)"* Overall, there are nearly 7 million young
people less in employment today compared to 20087

e The number of young people (15-29) not in employment, education or training increased
from 13 % in 2008 to 15.9 % in 2013.

e The rates of early school leavers’® decreased at the same time from 14.7 % in 2008 to
11.9 % in 2013, but although it represents good progress compared to 17% in the early
2000s, there is much reason to assume that the reduction of early school leaving is at least
partly an effect of the lack of employment opportunities for young people. The OECD
estimates that 30-40% of early school leavers risk facing persistent difficulties in accessing
stable employment, with risks of marginalisation over time.

29.7 % of young people aged 15-29 were at risk of poverty or social exclusion in 2012,
compared with 26.2 % in 2008”” Poverty rates for young people are higher than poverty
rates for the total population (24.5 % in 2013). They also depend on the living situation of
young people: young people not living anymore with their parents are more exposed to
the risk of poverty and social exclusion (27.6 % vs. 33.1 % in 2012)."

The deterioration of their social and employment situation is perceived as an overall
marginalisation of young people. Independently from their own personal social and economic
situation, more than 50 % of young people, aged 16 to 30, in the EU have the feeling that young
people have been marginalised in their country as a result of the economic crisis”

7 Please note that the SPPM focusses on young people from 18-24; this paper has widened the perspective to provide a
more comprehensive view on the situation of young people in Europe. More detailed data are annexed to this
paper.

™ The youth unemployment rate is the number of those unemployed (15-29) divided by the total number of young
people (15-29) in the labour market (employed plus unemployed). The youth unemployment ratio divides the
number of unemployed young people (15-29) by the total population aged 15 to 29. It thus gives an
unemployment-to-population measure. The size of the youth labour market (i.e. the size of the young labour force)
does not trigger effects in the youth unemployment ratio, contrary to the unemployment rate.

> Eurostat, yth_empl_010, accessed 04.09.2014

"® Early school leavers are defined as persons aged 18 to 24 fulfilling the following two conditions: (1) the highest level of

education or training attained is ISCED 0, 1, 2 or 3c short, (2) no education or training has been received in the four

weeks preceding the survey. The reference group to calculate the early school leaving rate consists of the total
population of the same age group (18 to 24). All measurements come from the EU Labour Force Survey (LFS).

7 Data available for EU27 only

78 Eurostat, yth_incl_010 and yth_incl_030, accessed 23.10.2014; no data available for 2013

7 Flash barometer of the European Parliament (EP EB 395), European Youth in 2014, analytical synthesis, p.7
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Before looking at social protection of young people in more detail, the paper will summarise the

main

factors contributing to the vulnerability of young people and hinting to the underlying

structural challenges in the social protection of young people.

Figure 45: EU 28 trends in key youth exclusion indicators, 15-29 age-group
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1.3 Youth employment

Country differences in youth unemployment are large, ranging from 48.7 % in Greece and 42.4 %

in Spain to 7.3 % in Germany or 8 % in Austria. Many countries with high youth unemployment

rates face also above average long-term unemployment rates among young people and a high

number of young people being neither in employment, nor education or training (NEET). Both

indicators underline the degree to which labour markets are under pressure and cannot provide

employment to young people. Nevertheless, also structural factors may contribute to high long-

term unemployment or inactivity of young people.

Long-term unemployment: 7.1 % of the 15 to 29 year olds in the EU were unemployed for
more than one year. Rates were particularly high in Greece (29.1 %), Croatia (18.4 %), and
Spain (17.8 %). The countries facing high rates of long-term unemployment among young
people were also confronted with high rates of long-term unemployment for other age
groups. But across all European countries, young people are significantly more affected by
spells of long-term unemployment than the average population (5.1 % in 2013).
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e Long-term unemployment for young people is often linked to the lack of qualifications and
skills, especially for those below 18 years old®** But also young people aged 25-29 years
(6.3% were long-term unemployed in 2013) are more affected by long-term
unemployment than the overall population in working age. Variations between countries
can be expected with increasing long-term unemployment rates also for better qualified
young people in some European countries.

Figure 46. Comparison of unemployment rates for youth and the total

population
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60 —
50 oYouth 15-29 « Total M
40+ I
30 o
N *
20 +
lol L4

1 HHHHH HHHHHH |
OH:H:HH::::::::

%?Ei35Bﬂﬁlgigb%%Egga‘mgg%SEt%md

e Not in employment, education or training: 15.9 % of all young people aged 15 to 29 were
in 2013 neither in employment, education nor training. Highest rates were recorded by
Greece (28.5 %), Bulgaria (25.7 %) and Spain (22.5 %). With regard to gender, education
level, previous work experiences and skills, there are big variations between countries.
These differences are strongly linked to the specific labour market conditions of young
people.

A recent Eurofound study on NEETs pointed out that "young people with low levels of education
are three times more likely to be NEET than those with tertiary education. Young people with
immigration background are 70% more likely to become NEET than nationals. And young people
suffering from some kind of disability or health issue are 40% more likely to be NEET than those in
good health." In addition, females are more likely than males to be NEET (in 2013 13.9% for males
vs. 17.7 % for females).®

80 See: Employment and Social Developments in Europe 2012, p.84
81 Eurofound (2012) NEETS — Young people not in employment, education or training, Luxembourg.
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Figure 47: NEETs rates by gender, 2013
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Young people are over-represented in temporary and part-time work with less on-the-job

training, lower wage levels and poorer long-term employment and career prospects. In 2013, 31.5

% of young employees (15 to 29) were working on a temporary contract and 32.4 % part-time.
young employ g porary p

Countries with the highest levels of temporary work among young people were in 2013
Poland (50.6 %), Spain (49.3 %) and Slovenia (48.6 %). But also in Portugal, the
Netherlands, Germany and France more than one third of the 15 to 29 years old have only
temporary work contracts. While this might be less problematic in periods of transition
from education or training to work, temporary work is also prominent among young
people above 24 years old. In Spain, Poland, and Portugal, more than 40% of all 25 — 29
year olds work on a temporary contract, affecting also those having finished their
education since several years and wanting to start an independent life.®

Countries with the highest level of part-time work among young people in 2013 were the
Netherlands (63.2%), Germany (51.2 %), and Sweden (36.7 %). Here many young people
combine education or training with employment and work voluntarily part-time. In the
Netherlands, Germany and Denmark more than 50 % of the young people working part-
time indicated in 2013 that they are still in education or training.

8 Eurostat, yth_empl_050, accessed 23.10.2014
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Nevertheless, one third of all young people in the EU working part-time indicated in 2013 that they
work part-time involuntarily. Overall there is a worrying trend of more young people working part-
time because of the unavailability of full-time employment: in 2008 29.6 % indicated this as a
reason for working part-time, in 2013 already 34.2%.%

Recent data from OECD indicate that non-standard work can be a stepping stone to standard
work contracts but young people seem to profit less from that than older employees, independent
from their education level.®* Young people experience both structural and cyclical difficulties in
entering the labour market. Structural difficulties are especially pronounced for those lacking
sufficient qualifications and not having completed upper secondary education. But the crisis also
increased the difficulties of those with medium or high level of qualifications. And it prolonged the
time until young people can hope to enter into permanent or at least longer-term work contracts
with wages sufficient to start an independent life.

1.4 Poverty and social exclusion of young people

As a consequence of the precarious work situation of young people and the often difficult socio-
economic situation of their families, youth is nowadays the group most at risk of poverty and social
exclusion (closely followed by children under 16 years of age). The contrast with older people aged
65 and older is particularly stark and the gap between both groups has increased in the majority
of countries in recent years. Across the EU 27, the gap has widened from a 2.9 percentage point
difference in 2008 to a 10.5 percentage point difference in 2012.

Structural challenges such as limited access to the labour market and to social protection seem to
determine the situation of young people and be responsible for the growing gap on risk of
poverty and social exclusion as compared to other age groups. The concrete situation of young
people varies strongly in relation to their access to labour market, level of education, living
conditions and access to different types of benefits and services. OECD data show that the large
majority of poor youth is in education or in employment. Youth poverty rates across countries are
strongly associated with household composition and if young people live alone or with their
parents®. More research is needed to identify the main triggers for increasing poverty rates
especially among young people and in comparison to other age groups.

8 Eurostat, yth_empl_070, accessed 23.10.2014
8 Joint OECD-EU project: Jobs, inequalities and wages,
8 OECD (2013) Social policies for youth: Bridging the gap to independence, p.10.
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Figure 48. Share of young people at risk of poverty or exclusion, 15-29

Source: Eurostat (accessed 04.09.2014), indicators: yth_incl_010, no data for HR for 2008.

In-work poverty of young people has increased from 8.6% in 2008 to 9.5 in 2012; countries with
highest rate of in-work poverty among young people were in 2012 Romania (20.9 %), Denmark
(17.1 %) and Greece (14.4 %). These and also other countries faced increases in the in-work risk of

poverty of young people during the last years due to the overall deterioration of working
conditions of this age group.

Figure 49. In-work at-risk-of-poverty-rate of young people (18-24 years old)
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In addition, projects and measures targeted at the social inclusion of young people and especially
of young people with multiple problems were affected by austerity measures. 16 Member States
reduced expenditure in education during 2008 and 2011, including cuts on the average
investment in education per school student®. Also youth work was affected by budget cuts in
many Member States. Cuts in public spending for youth work have often been accompanied by
attempts to target it more to the needs of disadvantaged young people, in order to tackle the
negative impacts of the crisis. This had a strong impact on the character of youth work with an
increasing focus on fostering the employability of young people. More universal youth work, for all
young people and looking more broadly at youth participation and civic engagement, struggles
increasingly to get public funding®”

Looking at the perceived social exclusion among young people completes this picture. The
perceived social exclusion index is based on Eurofound’s European Quality of Life Survey (EQLS).
The index measures the extent to which young people actually feel excluded, based on responses
to several questions®. In 2011, the lowest levels of perceived social exclusion were found among
young people in Denmark, Germany, Austria and Finland and the highest in Cyprus, Greece,
Bulgaria and Romania. In most Member States young people did not feel on average more socially
excluded in 2011 than in 2007, but in some countries such as Cyprus, Sweden and Greece there
has been a significant increase (see Figure 50).

8 Cuts in education expenditure were significant during this period in EE, IE, LV and HU as well as in BG, EL, IT and RO
where spending levels in relation to the GDP were already low and have been cut further. DK, ES, CY, LT, PL, PT, SK and
UK made cuts at some stage between 2008 and 2011 which is reflected in a reduction of education spending as a
percentage of GDP in 2011. Education and Training Monitor 2013, p.14 (http://ec.europa.eu/education/lifelong-
learningpolicy/progress_en.htm).

8 Working with young people: the value of youth work in the European Union, study commissioned by the European
Commission 2014, p.102f (http://ec.europa.eu/youth/library/study/youth-work-report_en.pdf)

8 The perceived social exclusion index refers to the overall average score from responses to the four statements: T feel
left out of society’, ‘Life has become so complicated today that I almost can't find my way’, T don't feel that the value of
what I do is recognised by others’, ‘'Some people look down on me because of my job situation or income’, where 1 =
‘strongly disagree’ and 5 = ‘strongly agree’.
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Figure 50. Perceived social exclusion of young people by country, 2007 and
2011
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Source: Eurofound, based on the EQLS social exclusion index

Unemployment, poverty and social exclusion impact on the life of young people in many ways and
often long-term. They limit access to education and training, to quality services and to housing.
They reduce young people's opportunities to participate in public life, reduce self-esteem and
subjective well-being and can lead to stigmatisation

1.5. Risk factors

Factors that increase the risk of poverty and social exclusion are multiple and some young people
are more vulnerable than others. Amongst them are young people with migration background or
from ethnic minority groups; Roma; those with lower educational levels; homeless or those at risk
of homelessness and young people with health conditions or disabilities®.

Migration: In 2012, 44% of the young people between 16 and 29, which were born abroad, were
at risk of poverty and social exclusion, compared to 28.3 % among native young people®. Young
migrants face more difficulties and discrimination on the labour market; their unemployment rate

8 See EACEA (2013), Youth Social Exclusion and Lessons from Youth Work, Evidence from Literature and Survey,
http://eacea.ec.europa.eu/youth/tools/documents/social_exclusion_and_youth_work.pdf accessed 22.02.2014) and
EC (2012), Social Inclusion of youth on the margins of society, policy review and research results, Luxembourg,
Publication Office of the European Union, http://ec.europa.eu/research/social-sciences/pdf/social-inclusion-of-
youth_en.pdf (accessed 22.02.2014).

%0 £yrostat, yth_incl_020, accessed 23.10.2014
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is higher. In most countries they also have higher early school leaving rates; in some countries the
rate of early school leavers among migrant youth is more than double the rate of native youth.™*

Gender: In 2012, also the rate of young people at risk of poverty and social exclusion differed
according to gender with more females at risk of poverty and social exclusion®. It coincides also
with the higher NEET rates for females compared to males (in 2013 13.9% for males vs. 17.7 % for
females). The reasons for these differences are manifold (e.g. including care responsibilities for
siblings or own children) and the diversity of NEETS has been reported frequently. In general,
transition from education to work appears to be more complicated for young women than for
young men, despite the fact that young women are often better educated, have lower rates of
early school leaving and achieve better results in tests such as PISA.

With regard to employment, trends have been partly reversed during the crisis, which affected
men to a greater degree and the unemployment rates among men rose to a higher level than
among women. This is most likely an illustration of the recession which had a biggest impact on
sectors with predominantly male workforce. In November 2013 the EU 28 male youth
unemployment reached 23.9% compared to female youth unemployment rate of 22.8% (Eurostat)
Again there are some country difference with male unemployment rates higher in UK or Ireland
and Mediterranean countries (except Spain) where females are more exposed to unemployment.
Belgium, Malta or Netherlands present a more balanced situation.

Education level and skills: Low levels of education (maximum lower secondary education®)
correspond generally with higher unemployment rates. The unemployment rate for young people
with only lower secondary education was of 30% in 2008, since 2008 it has increased by 10.5
percentage points. The unemployment rate for young people with upper secondary or higher
education increased from 2008 till 2013 by 7.4 percentage points to 17.1%.

However, since the onset of the crisis the higher level of education can no longer be seen as a
protection against unemployment even though those with lowest education (primary education)
were most hit, with most pronounced increases observed in Ireland, Greece and Spain. The
unemployment rates of those with tertiary education are high in Greece, Spain, Romania, Portugal
and Italy with the situation worsening during the crisis. In addition, the number of those with
tertiary education that became unemployed increased from 5.5% in 2007 to 18% in Ireland. Rates
remained stable in Belgium and France. It seems that the tertiary education is a strong protector
against unemployment in Netherlands, but also Czech Republic, France and UK (Eurofound 2012).

Skills mismatches account partly for the difficulties of highly educated young people to enter the
labour market. Overall, vocational education systems with a strong component of work-based

%! Education and Training Monitor 2013 p.27 (http://ec.europa.eu/education/lifelong-learningpolicy/progress_en.htm).
See also: Reducing early school leaving: Key messages and policy support. Final Report of the Thematic Working Group
on Early School Leaving (in the context of Education and Training 2020), November 2013,
http://ec.europa.eu/education/policy/strategic-framework/doc/esl-group-report_en.pdf

%2 2012 AROPE for 15-29 years old: 29.7 % in total; 28.9% for males, 30.5 for females.

B ISCED 1997 0-2
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learning have been more successful in supporting young people in their transition from education
and training to work.

Furthermore participation in lifelong non-formal learning activities can also be an indicator of
inclusion. 8.8% of young people aged 15-29 reported to take part in them in 2012. Again here,
vast country differences exist. While around a third of young people took part in non-formal
learning activities in Denmark (33.1%) and Sweden (28.6%), less than one per cent reported to take
part in them in Romania and Bulgaria®*.

Health: Bad health is increasingly seen as a factor in social exclusion. In addition, inactivity and
unemployment, especially long spells of unemployment have detrimental effects on people’s
health including mental wellbeing. When it comes to the health status of young people (16-29),
8.1% reported to perceive their overall health as fair, bad or very bad in 2011 across the EU28.

While cross-country differences of self-perceived health status are difficult to interpret due to
social and cultural factors influencing the response™, analysing differences within countries is more
meaningful. The health status of young people within the lowest income quintile is lower than
those in the highest quintile in all EU Member States, with the exception of Greece and Ireland.
The gap between these two groups with regards to reporting fair, bad or very bad health status
can be larger than 10% (in 2011: Portugal and Slovenia). According to the European Quality of Life
Survey (EQLYS), although the level of psychological well-being of young people is generally higher
than in the total population, unemployed and inactive young people give a comparatively low
rating for their subjective well-being®. Young people have significantly better-than-average
mental well-being everywhere in Eastern Europe and in some southern European countries
(especially Bulgaria, Greece, Romania and Slovenia) but for instance in Sweden young people
score six points lower than the average population on the WHO scale”.

1.6 Future challenges

Experiencing unemployment and poverty has long-term consequences for young people.
Especially young people with only lower secondary education might be confronted with recurring
spells of unemployment due to their lack of skills and work experience and their limited chances to
improve skills on-the-job®®. Studies show that the experience of unemployment has more negative
consequences for young people than for people in later phases of their careers®. Long-term

# Eurofound, Social inclusion of young people, forthcoming

% OECD (2010). Health at a Glance: Europe 2010, OECD Publishing: p. 44, http://dx.doi.org/10.1787/health_glance-
2010-en (accessed 24.02.2014).

% Eurofound, op.cit

7 Ibidem

% Eurofound (2012), NEETs — Young people not in employment, education or training: characteristics, costs and policy

responses in Europe, OPOCE, Luxembourg. See also: Overview and examples of costs of early school leaving in Europe.

Report of the Thematic Working Group on Early School Leaving, http://ec.europa.eu/education/policy/strategic-

framework/doc/europe-esl-costs_en.pdf

% David N.F. Bell, David G. Blanchflower (2010): Youth Unemployment: Déja Vu?

(http://www.dartmouth.edu/~bInchflr/papers/Youth%209-1.pdf)
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unemployment and detachment from the labour market and education and training increase the
risk of poverty and social exclusion in later life. Gaps in employment and limited work experience
can lead to a lower rate of pay, a reduced number of accrued social entitlements and in

consequence long-term pay losses™®.

Accelerated by the crisis, many young people find themselves more often and involuntarily in non-
standard work contracts. They are more often than in the past confronted with interruptions in
their career or forced to change career paths. This influences their contribution history to social
security systems and pension schemes. They risk facing lower pension entitlements and an
increased poverty risk at later age.

For the individual, but also for the social security systems and for society as a whole these
developments will create challenges for the future. More research on this is needed. While many of
the current challenges are a consequence of the crisis and its direct impact on youth
unemployment, long- term changes in career patterns with extended periods of education and
training, more complex transition periods and less predictable career paths also play a role.
Policies might need to respond not only to the short-term impact of the crisis and its effects on
young people, but also address the structural challenges behind the current peak in youth
unemployment and youth exclusion and the societal consequences of prolonged education
periods and prolonged and more diversified transitions from education and training into
employment and an increase of part time, temporary work.

1.7 Social inclusion and social protection of young people — policies and
practices

Most Member States have policies and initiatives in place to prevent and address youth
unemployment, low educational achievement and early leaving from education and training and
also particularly difficult situations of individual young people. Countries also try to create
comprehensive approaches in addressing the often multiple problems of young people and trying
to break the vicious circle of social disadvantage, low educational achievements and limited
opportunities to find employment.

If education and training of young people takes longer, transition from education to work
becomes increasingly difficult, people change jobs and careers more often, work more on
temporary jobs, and experience more often spells of unemployment, this has implications for the
social protection of young people, which deserve due attention.

10 Eyrofound (2012), NEETs; SPC (2013), Social Europe-Many ways, one objective. Annual Report of the Social
Protection Committee on the social situation in the European Union, p.41.
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1.7.1 Individual support and structure-related measures

A review and analysis of policies and initiatives for the social inclusion of young people, conducted
by Eurofound in the context of its project on the "Social inclusion of young people", distinguished
existing measures into 'individualising measures' and 'structure-related measures'*®. Currently the
majority of measures taken by Member States are individualising measures, addressing the
individual capacities of young people to cope with labour market and societal demands. Structure-
related measures, addressing either socio-economic aspects or institutional set-up of youth
transition are less frequent.

A wide range of actors is involved in policies and initiatives for young people including public
organisations at national, regional or local level, but also often private non-profit organisations.
Especially the individualising measures and initiatives are often funded on a project-basis, lacking
permanent structures and stable financing. They are normally addressed to specific groups of
young people (e.g. NEETs), providing them with targeted individual support. Many of them
respond well to the needs of young people facing multiple challenges and requiring
comprehensive support to enter the labour market, but also concrete support in dealing for
example with dysfunctional family settings, social and financial problems.

At the same time, project-based individualising measures and initiatives do not respond to the
structural disadvantages young people face on the labour market. They do not address the long-
term consequences of youth unemployment and changed patterns in transition from education
and training.

The crisis and its substantial impact on the social situation of young people has presented us with
the question of whether the European social protection systems are well prepared to address the
specific needs of young people. Besides providing sufficient assistance to individual young people,
they need to compensate for a possibly prolonged youth exclusion from the labour market and its
long-term consequences such as lack of investment in skills development, foregone contribution
periods to social security and limited benefit entitlements.

Young people can receive different types of benefits, depending on their circumstances. Besides
minimum income support and unemployment benefits, as described in more detail below, they
might be entitled to disability benefits, housing benefits or family benefits and child care
allowances. For the OECD countries, data indicate that for young people living in low- income
households and for those with no work experience, social assistance, housing and family benefits
play a key role. In 2011 it was estimated that for all young people, independent from their working

101 Individualising measures' address individual capabilities to cope with labour market and societal demands such as
coaching programmes or training courses for low skilled young people. 'Structure related measures' address either
socio-economic aspects or the institutional set-up of youth transitions. They might develop infrastructures for young
people or unlock barriers to the social inclusion of young people with the help of financial assistance. Eurofound (2014),
Review and analysis of policies and initiatives for the social inclusion of young people, p.57.
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status or involvement in education and training, family benefits played a crucial role in income

support.'®

This focus here is primarily on minimum income and unemployment benefits. The role of the
different types of benefits in preventing the risk of poverty and social exclusion and in reacting to
the impact of the crisis on young people in the EU would require further research.

1.7.2 Inclusive approaches to the Youth Guarantee

The Youth Guarantee is an important policy initiative for addressing youth unemployment, aiming
to provide all young people with a job or training opportunity within four months following their
registration to the PES. In its character, it is both an 'individualising measure' addressing the
individual capacities of young people and a 'structure-related measure' by re-organising the
employment and other services for young people and providing better support to all young
people.

Some countries placed the Youth Guarantee already at the core of their strategies (PT, AT, BG, HR,
LT, PL and RO among others). Looking at Youth Guarantee Implementation Plans in Member
States confirms also that the concept of the Youth Guarantee has the potential to foster
comprehensive approaches in addressing young people, including outreach activities to those
furthest away from the labour market and not yet registered with the PES or any other service. An
inclusive Youth Guarantee concept can address the needs of young people with multiple
disadvantages and combine social support, targeted education and training measures and
assistance in finding employment. It can be understood as a social investment approach by
addressing the specific problems of individual young people at a decisive phase in their life,
preventing or at least reducing the risk of social exclusion in future and shaping social services
accordingly.

Outreach activities and easy access to services are key. One-stop-shops for young people can
avoid that services are scattered, have conflicting requirements on young people and are
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inefficient in their results. E.g. the Youth Employment Agency in Hamburg, Germany ™ combines

the public employment service, social services, educational authorities and local authorities.

1.7.3 Access to minimum income support

In most Member States, access to income support is granted to all people fulfilling the basic
eligibility criteria. The aim is guaranteeing a minimum decent living standard for people on low or
no income. In general, there is no conditionality related to age or previous attachment to the
labour market. With sometimes important exceptions, young people who are outside the labour
market have access to this type of benefit.

192 OECD (2013), Working Party on Social Policy, "Social Policies for Youth: Bridging the Gap to Independence”, p77ff.
193 Jugendberufsagentur; http://www.hamburg.de/jugendberufsagentur/ueber-uns/
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In several countries (IE,UK, NL), the amount of income support depends on age and/ or living
conditions, making a difference between different age groups and between different family
situations such as living in the parents' household or having responsibility for a child.

Link between income support and activation measures: In Ireland young people engaged in
training programmes can receive higher rates of income support. In the Netherlands, young
people have to proof that they tried to find work before they are entitled to receive income
support. In Sweden, municipalities may require young people to participate in activation measures
when receiving benefits. In Austria, specific emphasis is given on social integration, training and
integration into the labour market of young people.

1.7.4. Access to unemployment benefits

The insurance-based nature of unemployment benefits linking them to previous work history
makes it difficult if not impossible for young unemployed people with very little or no work
experience to get access. In a number of Member States (SK, HU, IE, CZ, PT, CY, DK, UK, FI, NL) the
legislation is unified for all insured people, including young unemployed people. In order to be
entitled to unemployment benefits, an insured person must have paid insurance contributions for
a given period of time prior to registration as a job seeker. Minimum contribution periods vary
between four months and 24 months; the maximum duration for receiving unemployment benefits
can in some countries be longer than the contribution period, in most cases this period is
shorter.'® Receipt of unemployment benefits is often also linked to being available for, capable of
and genuinely seeking full-time employment.

Confronted with high youth unemployment rates, some MSs (PT, SI, AT) have modified the
eligibility criteria for young people e.g. by shortening or re-defining the minimum contribution
periods for young people. Other countries such as Luxembourg and Romania provide
unemployment benefits after a waiting period of several months; benefits are then not paid in full,
but as a percentage of the minimum wage or with reference to social indicators.

Another approach to address the problem exists e.g. in Slovakia: All people above 16 can
contribute voluntary to the unemployment insurance, regardless of their work situation. This gives
them additional rights to access this type of benefit and is especially interesting for young people
with long education and training periods.

The level of coverage and access to benefits, both minimum income and unemployment benefits,
differs across Europe. Overall, young people not in employment, education or training, in South
Europe are less covered by income support than in Northern or Central Europe.*® Linked to the
very nature of individually awarded benefits such as unemployment allowances, young people are
more often covered by benefits awarded at household level such as social assistance, housing or
family benefits. The access to all type of benefits and in relation to this the risk of poverty differs

194 OECD (2013) p. 80
1% OECD (2013) p. 78
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according to the living situation of young people, e.g. living with their parents or on their own.
Nevertheless, the difference in receipt can be small if the parents are receiving income support as
well.

In terms of maximum duration of coverage, in many MSs, the period for which it is possible to
claim unemployment benefit is linked to the amount of time over which contributions have been
paid. Accordingly, in these cases, younger people eligible for benefits tend to receive them for a
shorter period than older workers because they have not been in employment long enough to
build up a lengthy contributions’ record. In addition, because young people are likely to earn
significantly lower wages than their older counterparts, especially if they are employed on
probationary or training contracts, and more likely to work part-time, the benefits they receive can
be considerably lower. This is particularly so for young women, who typically earn less than young
men and are more likely to be employed part-time.

There is also a group of young people not getting any kind of income support. Reasons for this
lack of coverage might be rooted in the structure and accessibility of the different forms of income
support and in the low level of registration of young people, especially NEETS, with public
employment services or social services/ local authorities. OECD estimates for 2011 that more than
50% of NEETs did not receive any type of income support in ES, IT, PL and PT. In Northern Europe
and most Continental Europe the rate is about 30% (except SE 40% and FI 20%).'%

Not only the level of services and income support available for young people are relevant, but also

the quality of services. As a project from the Council of Europe pointed out'®’

, young people often
perceive social services as not youth-user friendly, too complicated or contradictory in
requirements. Training of staff in social services targeted to young people is relevant, but also the

design of services, their transparency, availability and outreach.

1.7.5. Access to health care services

Investing in the health of young people is not only important for the individual young person, but
also crucial in a life course perspective as it lowers the risk of health costs later on. The health of
young people is influenced by health related behaviours such as tobacco and alcohol use, diet and
exercise patterns, overweight and obesity, but also by wider social and economic factors. Healthy
behaviours and conditions that arise during adolescence impact on health across the life course.

Access to quality health care is determined by basically the costs of health care services and the
availability of the right services at the right time; services targeted at young people as well as
health education are important to improve coverage and out-reach.

In countries where health care services are provided through public health insurance with universal
coverage (UK, CZ, PT, SE, DK, FI), all young people have access to health care services. In UK,

196 OECD (2013) p.89
1o7 www.coe.int/enter
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where treatment in general is free but there can be charges for some treatments, young people
who receive (or are included in an award of) certain income-related benefits are entitled to full
help with health costs. In some countries, access to health care services is granted linked to the
receipt of social benefits or registration as job seekers (SK, HU, IE, AT, BE).

While young people in Europe seem to be largely covered by either a health insurance scheme or
public health care services, only few countries report on initiatives to address the specific needs of
young people in health care. Their needs are strongly related to the rapid biological and
psychosocial changes during adolescence and the resulting vulnerability of young people. This
vulnerability can be especially high as a result of individual and environmental factors such as
marginalisation, social exclusion or lack of parental support'®. Data show that 15 to 20% of the
adolescents in Europe suffer from one or more psychological or behavioural problems such as
phobias, post-traumatic stress, depression, eating or learning disorders, substance abuse, juvenile

delinquency, school absenteeism, and suicide®.

In this context also the growing number of NEETs might raise concern: Young people not being in
employment, education or training are more likely to develop mental and physical health
problems. The increase in youth unemployment might also lead to subsequently higher demand
for health services to cope with growing needs from young people.

Difficulties in accessing health care by young people also emerge in the European Quality of Life
Survey (EQLS). 44% of young respondents indicated that waiting time has made access to medical
care at least a little difficult, while 37% indicate that they experienced a delay in getting an
appointment. Finding time to go to the doctor (due to work or care responsibilities) is an issue for
32% of young people, and cost of medical care is a problem for 31%. The distance to travel to the
doctor or hospital is a less frequent problem, experienced by 18%. There is variation between MSs
in the importance of these barriers: cost is a major barrier in CY and IE but not so much in UK and
DK. In some countries multiple barriers to access exist, for example in EL and IT delay, waiting time
and cost all seem to be an issue experienced by a significant proportion of young people.

Compared to 2007, barriers in accessing health care, especially cost, have become more prevalent
in some countries, especially EL, MT, NL, It and SK.

198 \WHO 2014, Health for the World's Adolescents, Summary, p.6
199 http://adocare.eu/
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Table 5. : Reasons for difficulty accessing healthcare, as reported by young
people, 2011

Delay in
Distance getting an Waiting time Cost Finding time
appointment
Austria 7% 29% 31% 14% 21%
Belgium 10% 20% 33% 26% 31%
Bulgaria 22% 23% 39% 30% 20%
Cyprus 15% 20% 36% 51% 19%
Czech Republic 19% 35% 53% 22% 25%
Germany 19% 41% 52% 27% 37%
Denmark 17% 22% 24% 7% 34%
Estonia 21% 43% 36% 23% 19%
Greece 38% 65% 68% 64% 39%
Spain 11% 26% 37% 10% 14%
Finland 18% 32% 29% 22% 19%
France 11% 26% 34% 32% 37%
Hungary 17% 37% 42% 19% 18%
Ireland 12% 21% 43% 51% 30%
Italy 36% 55% 61% 53% 36%
Lithuania 8% 28% 36% 30% 30%
Luxembourg 4% 14% 34% 29% 30%
Latvia 19% 25% 37% 29% 23%
Malta 16% 41% 65% 58% 38%
Netherlands 13% 20% 26% 25% 19%
Poland 24% 47% 42% 39% 26%
Portugal 24% 45% 48% 37% 38%
Romania 22% 39% 56% 46% 34%
Sweden 12% 32% 24% 16% 21%
Slovenia 25% 35% 38% 11% 13%
Slovakia 30% 33% 55% 50% 31%
UK 12% 36% 42% 7% 36%
Croatia 22% 42% 48% 18% 19%
EU28 18% 37% 44% 30% 31%

Source: European Quality of Life Survey, 2011
Note: red shading indicates greater difficulty in accessing healthcare, green shading indicates less

Data from EU-SILC indicate that for the EU average, young people (16-29) in 2012 do not report
more unmet health needs compared to 2008, but in some MSs the percentage of young people
reporting on unmet health needs due to the fact that health services were too expensive, too far

away or had long waiting increased (e.g. Estonia, Ireland, Greece)'*°.

In order to improve the access to health services, several countries started to develop youth
friendly health services which are responsive to the needs of young people and combine targeted
services for young people with outreach activities (SE, UK). Outreach activities are especially
relevant for NEETs; and also for young men, who are often recognised as the most under-served
group when it comes to health services. Despite the fact that they are often in need for treatment,
they address themselves less often to health services. Youth Health Centres like in SE, offering free
of charge services for those under 20 and linked to youth centres, can be a solution to reach out

O Eyrostat, yth_hlth_060
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to those hardest to reach™. Also disseminating relevant information on health issues via Internet
could be a means for reaching out to young people.

1.7.6. Acquisition of pension rights

One of the potentially more significant long-term effects of prolonged youth unemployment is the
loss of pension contributions with all the consequences this can have on acquiring pension rights
as well as on the level of pension income.

Member States have different approaches in terms of counting or not years in unemployment for
pension insurance and the way periods of unemployment are factored in terms of the acquisition
of pension rights. Some countries also have time limits to pension coverage in case of prolonged
periods of unemployment.

In some Member States, basic unemployment allowances do not add to earnings-related pensions
(FI, SK) and a period of unemployment is not considered as period of pension insurance (SK), but
in SK and AT, for example, it is possible to pay a voluntary pension insurance during
unemployment.

In other Member States pension contributions are provided by the state if young people are on
social benefits (CZ, I, UK, PT, BE, AT), insurance-based social benefits are considered as income
and thus, compulsory insurable (DE) in order to protect entitlements, or receipt of social benefits
confers pension rights (SE). However, in some countries this is conditional upon having previous
social insurance record (IE).

Basic state pensions as in Denmark or the Netherlands give basic pension rights to everyone
independent from his or her contribution history. Entitlement is based on the residence in the
country.

One important and rather under-researched issue is related to the social long-term consequences
of large shares of long-term youth unemployment leading to young people having (significantly)
reduced contribution histories and the implications for future pension adequacy and the pension
systems overall. Estimations of the average loss in pension right due to unemployment can provide
first hints on the difficulties young people might face at retirement age. While there is a
considerable protection of pension entitlements in the unemployment benefit system in most
Member States for unemployment spells of up to 3 years, the loss in entitlement increases with the
duration of career breaks. Especially in pay-as-you-go pension schemes, extended periods of
unemployment or non-linear transitions to the labour market with recurring periods of
unemployment and education and training, can have a great impact on pension entitlements and
increase the risk of poverty at later age."™ In addition, it appears to be particularly difficult for
people to recoup the drop in entitlement, if they are without pension coverage in the first three to

1 WHO (2010) Youth-friendly health policies and services in the European Region, p.151
112 Joint Report on Pensions: Progress and key challenges in the delivery of adequate and sustainable pensions in
Europe, p.55
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five years of their working career. Measures such as re-defining contribution periods during
extended periods of education and training, transition periods from education to work or recurring
unemployment spells; or strengthening basic pension schemes, are examples of possible
adjustments to the pension system.

The European Quality of Life Survey™

shows that young people’s views on the quality of the state
pensions system has decreased in many Member States between 2003 and 2011 (most negative
changes can be observed in Czech Republic, Bulgaria, UK, Belgium, Cyprus, Hungary, Ireland). As
shown in Figure 51, in several countries young people rate the quality of the pension system lower
than other age groups. Only in Lithuania, Croatia, Czech Republic and Luxembourg have youth
rated the pension system better than other age groups. In Latvia, Sweden, Poland and Finland

youth rated pension system worse than other age groups.

Figure 51: In general how would you rate the quality of the following public
services: state pension system — difference in judgement between youth and
other age groups (country mean — scale 0 — 10)

"1 H 110 Inne m o -

' ' ' ' ' ' i ' ' |
LT* Hu  Lu* I MT DLC* CY I PT Cs LIS CL . . - BC RO UK BG

*differences statistically significant p<0.05;

Source: EQLS data 2011

5 Managed by Eurofound and carried out every four years, this pan-European survey examines both the objective
circumstances of European citizens' lives and how they feel about those circumstances and their lives in general.
http://eurofound.europa.eu/surveys/egls
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1.8 Results of the in-adepth thematic review

Experiences among MS show the need to balance carefully social protection measures and
activation measures for young people. In Belgium young unemployed people, who do not yet
qualify for unemployment benefit due to insufficient work history, can receive a benefit while
engaging in job-seeking activities. This means that there is an incentive for them to establish a
connection with the Public Employment Services, early after graduation. Belgium reported on a
recent reform of the benefit (integration allowance) that includes the extension of the waiting time
to one year, a stronger obligation to take part in activation measures and to look actively for work
and the limitation of the duration to three years. Ireland and Spain stressed especially the need to
develop comprehensive strategies in supporting young people, to ensure cross-sectoral
cooperation and to improve transition from school or vocational training to work and tackle early
school leaving.

Based on an exploratory discussion on youth exclusion from the social protection point of view
and building on the thematic focus of the 2014 National Social Reports, the SPC identified the
following issues which need to be taken into account in further developing policy guidance on
addressing youth exclusion.

Overall, social protection systems should provide sufficient social protection for all young people
taking into account their individual social and employment situation and at the same time avoiding
dependency traps. To ensure the right balance, a close monitoring of the specific measures for
young people and their social protection is therefore necessary. Conditionality and waiting times
can, when designed carefully and taking into account the overall labour market situation and the
employability of a young person, help to motivate young people to pick up employment or to
continue or re-enter education and training. Too limited or lack of access to benefits combined
with lack of or limited access to enabling services risks to create prolonged dependency on
parents’ and/or family support and delays financial and effective independency. Long periods of
unemployment, inactivity or precarious employment might increase the risk of long-term salary
losses, limited pension rights and poverty in retirement. Thus, focus should be put on increasing
employability and income benefits, relevant for young people, should be better linked to activation
measures and to a tailor-made approach to training.

Integrated and multidimensional approaches are necessary to answer to the needs of young
people especially during transition periods and when confronted with unemployment or
precarious employment. They combine different perspectives and policy approaches in addressing
young people and allow for using the different resources available to help young people in need.
This includes close cooperation between different policy areas and providers of social support,
health services, education and employment services. Youth organisations can also play a crucial
role in integrating young people in society and in reaching out to those furthest away from the
labour market addressing young people in a different way than employment and social services
and using different communication channels. Comprehensive government strategies to address
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the social, educational and employment situation of young people can form the framework to
bring different stakeholders at local, regional and national level together and design efficient and
effective policy interventions. Attention needs to be paid to the situation of young people with
migration background, especially newly arriving young migrants.

Municipalities/ local governments are an important actor in providing targeted support for young
people. Municipalities/ local governments could be better placed to know the concrete difficulties
young people face in their region, know their labour market situation and can combine the
different services to support young people. Depending on the structure of social support systems,
municipalities can create one-stop-shops for young people including a wide range of employment
and social services, youth coaching and access to further education and training, reach out to
young people and cooperate with local stakeholders, including youth workers, education and
training institutes, but also local employers. Important are early interventions and an early
detection of potential problems of young people to provide targeted support before young
people become disengaged, inactive and consequently further excluded from the labour market.

Mobility can help young people to gain first work experiences and to improve their skills;
supporting the mobility can therefore be one possibility to help young people in regions with high
youth unemployment. At the same time it can create the risk of brain drain; balance needs to be
kept between promoting mobility of young people, strengthening access to local labour markets
and offering young people realistic chances to return to their region after having spent some time
abroad.

The Youth Guarantee is recognized by Member States as a very important comprehensive and
strategic instrument for addressing youth unemployment in Europe. They can bring together
initiatives such as Youth Coaching programmes, programmes focussing on the skills and
employability of young people, and outreach activities to sustainably improve the social situation
of young people.

Social protection systems have an important role to play in supporting labour market integration
and helping young people to bridge difficult periods of transition from education and training to
work and to employment of progressively higher quality. They are also relevant in avoiding the risk
of long-term social exclusion, providing young people with multiple difficulties with support to
increase their employability and bring them closer to the labour market. The in-depth review made
clear that further exchange on the efficiency and effectiveness of the different approaches is
needed.
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2 Depth of poverty

2 1. Introquction

The depth of poverty has been identified as a social trend to watch in 2013 by the SPC, and as
such, chosen as subject for a thematic review in the beginning of 2015. The 2013 SPC report on
the social situation in Europe highlighted that there has been a substantial increase in the poverty
gap and in the severe material deprivation rate in more than one third of Member States between
2011 and 2012, leading to a deterioration in living standards in these countries. Between 2008 and
2012, the relative median at-risk-of-poverty gap increased in more than two thirds of Member
States. It should be noted however that even in the decade before the crisis, despite economic and
employment growth, poverty and social exclusion remained major issues in most EU countries and
income inequalities often grew. This paper provides a background for discussion on effective and
efficient social policy responses to address the challenge of increasing depth of poverty in several
Member States.

The risks of falling into and the chances of getting out of poverty vary across Member States, and
have changed over time. The macro-economic environment, the labour market situation, and the
policy mix in place (economic, fiscal, employment, and social) have a crucial impact on social
outcomes. Further, countries with robust social protection systems characterised by stronger social
investment have weathered much better the crisis, in terms of economic, as well as employment
and social outcomes. These systems help through investing in human capital to prevent poverty
from happening in the first place and to get people back on their own feet as quickly as possible.
For this purpose, a comprehensive policy approach, adapted to the individual's needs, is needed.
This review will look at options for increasing the effectiveness of social protection systems in
avoiding that people fall into severe poverty and ensuring adequate livelihoods, through the right
social policy mix of benefits and services that both activate and enable. We will pay particular
attention to some characteristics of the social protection system, such as the coverage and
adequacy of income support, and the role of enabling services.

The Social Investment Package, adopted by the European Commission in 2013, addressed these
issues, calling for specific policy actions such as one-stop-shops, the increase in take-up and
coverage of social benefits, ensuring adequate income support (which can be supported by setting
reference budgets), and promoting activation, including through the use of conditionality. The
distribution in the access to quality services, such as healthcare, childcare, housing, life-long
learning, or social services also needs to be considered when ensuring adequate livelihoods and
social investment across society and an individual's lifecycle.

4 SPC (2014) Social Europe: Many ways, one objective. Annual report of the Social Protection Committee on the social
situation in the European Union (2013)
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Through the European Semester, the European Commission supports Member States in their
efforts to improving the effectiveness of social protection and social investment in addressing
poverty and social exclusion challenges. In particular, since 2011, the Council has adopted several
country specific recommendations (CSRs) on the improvement of social transfers, the adequacy
and coverage of unemployment benefits and social assistance, the link to activation, and access to
enabling services (see Table 6 below).

Table 6. Council CSRs on enabling and activating benefits and services per MS, 2011-2014

e Adequacy and coverage of unemployment benefits and social assistance (BG, ES, HR, HU,
IT, LT, LV, PT, UK);

e Strengthen the links between benefits and activation policies (BG, ES, FR, HR, HU, 1T, LT,
NL, PT, RO, SK);

e Increase ALMPs for specific profiles such as migrants, long-term unemployed, Roma (BE,
BG, EE, ES, FI, FR, HR, IE, LU, LT, PT, SE, SI, SK);

e Improve the coverage and adequacy of ALMPs as well as ensure cost efficiency of the
ALMPs (BE, BG, DK, EE, ES, FL, FR, HR, HU, IE, IT, LU, LT, LV, PT, RO, SE, S, SK);

e Improve the quality and out-reach of activation services and PES (CZ, DE, ES, IE, IT);

e Improve the quality, accessibility and coverage of services complementing activation
services (BG, EE, ES, FL, HR, IE, LV, UK);

e Develop individualised services (CZ, DK, ES, FR, SI, SK).

22 Recent trends

Since 2008 poverty and social exclusion have increased, pulling the EU further away from the
Europe 2020 target to reduce the number of people at risk of poverty and social exclusion by at
least 20 million in 2020. There are 7.8 million more people living in poverty or social exclusion,
totalling 122.6 million people in 2013. Poverty and social exclusion has increased in more than one
third of the Member States in 2011 and 2012, and the poverty and social exclusion of children has
increased in 18 Member States since 2008. The overall trends mask growing divergence between
Member States.

The poverty gap is a way of looking at the depth of poverty. It indicates the extent to which the
incomes of those at risk of poverty fall below the poverty threshold on average. In 2013, the
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relative median at-risk-of-poverty gap'" in the EU27 was 23.8% lower than the at-risk-of-poverty
threshold. This has increased by 2 pp since 2008, although broadly remaining stable since 2012. In
2013, the poverty gap in the EU27 countries varied between 15% (in FI) to over 30% (BG, EL, ES
and RO). It is especially concerning that the poverty gap has increased in two-thirds of all Member
States since 2008, and in some countries quite substantially (by around 4 pp or more in BG, PT,
HU, IT, DK, SK and EL).

Trends in the severe material deprivation rate also show substantial increases in some Member
States and clear signs of worsening living standards, not only in countries with historically high
rates. In the period 2012-2013, 8 Member States saw statistically significant increases in the share
of their population living in severe material deprivation (with the highest increases in PT (2.3pp),
CY (1.1 pp) and DK (1.0 pp)). However, the overall picture was more balanced than in the
preceding years since there were also 11 Member States that recorded a statistically significant
reduction in severe material deprivation, with particularly notable improvements in the Baltic States
(LT (-3.8 pp), EE (-1.8 pp), and LV (-1.6 pp)) as well as IT (-2.1 pp) and PL (-1.6 pp).

Nevertheless, the longer term trend remains mainly negative overall, with the rate of severe
material deprivation having increased since 2008 in more than half of Member States. The
countries seeing the worst increases — EL (9.1 pp), HU (8.9 pp) and CY (7.0 pp), but also IT, LV, LT
and MT — are among those most affected by the economic crisis, although LV and LT have
experienced a very sharp improvement in the situation over the last year or two. PL and RO are
the countries with the most important improvements since 2008.

2.3 Policy responses

When assessing the policy responses to the depth of poverty challenge, the wider macroeconomic
and institutional set-up needs to be taken into account. Fiscal, economic and employment policies
influence social outcomes and interact with social policies, strengthening or limiting their
effectiveness. For instance, fiscal policies interact with labour market policies and institutions,
providing incentives/disincentives to work, and thus influencing the performance of social policies.
The labour market situation in turn impacts on the returns from social investment, since the
benefits in terms of economic growth from a higher labour supply and improved human capital
depend on jobs being available in the labour market.

As stressed by the Social Investment Package, social protection systems that provide activating and
enabling benefits and services contribute to higher labour force participation and human capital
development, positively influencing labour market and economic outcomes. As a consequence, an

' The relative median at-risk-of-poverty gap is calculated as the difference between the median equivalised disposable
income of people below the at-risk-of-poverty threshold and the at-risk-of-poverty threshold, expressed as a
percentage of the at-risk-of-poverty threshold (cut-off point: 60 % of national median equivalised disposable
income).
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integrated policy-making approach, which considers the complementary functions of economic,
employment and social policies, is needed.

The Social Investment Package sets out the European Commission's long-term vision on the future
of social policies. The social investment approach calls for social protection systems that prevent
against risks across the lifecycle and support activation, as well as for improved effectiveness and
efficiency of social expenditure. Such an approach reconciles social, employment and economic
objectives. The Social Investment Package emphasises the need for well-targeted, comprehensive
and enabling benefits and services. It highlights the importance of preventative approaches.
Policies should facilitate the integration into sustainable, quality employment of those who can
work and provide resources which are sufficient to live in dignity, together with support for social
participation, for those who cannot. The complementary role of different social policies needs to
be taken into account. This requires a comprehensive assessment of the policy mix in each
Member State.

In this background paper we will particularly focus on a few characteristics of the social protection
systems, which play an essential role in tackling the depth of poverty challenge. Other thematic
reviews have dealt with other aspects of social policies.

Adequate and activating income support is key in reducing the poverty gap and severe poverty.
Social protection systems should provide adequate and activating income support to empower
people across all stages of their lives and enhance their opportunities to participate in the labour
market and society. The role of social transfers such as unemployment benefits and minimum
income schemes, as well as family and children benefits is therefore highly relevant. The schemes
should help people to be able, motivated and activated to work. Some of the main challenges
identified by the European Commission regarding minimum income schemes relate to their
adequacy, coverage, simplification and their effective linking to activation and enabling services. In
this background paper we will mainly focus on the adequacy and coverage challenges, as other
SPC thematic reviews have already dealt with other aspects of income support.

In addition to income support access to enabling services such as early childhood education and
care, education and training, transport, housing, job assistance, debt-counselling, health care, or
long-term care, also plays an essential role in reducing depth of poverty and supporting people to
improve their living conditions and employment prospects.

Efforts to address severe poverty and reduce the poverty gap should also comprise simplifying
services and benefits and their administration, reducing administrative burdens and increasing

take-up. This could be achieved through for instance setting up one-stop-shops and improving
targeting through progressive universalism.
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These issues are reflected in the 2015 AGS call for simplified and better targeted social policies
complemented by affordable quality childcare and education, prevention of early school leaving,
training and job assistance, housing support and accessible health care.

2.3.1 Adequate income support

When assessing the adequacy of income support through unemployment benefits and social
assistance, two indicators can be used: the net replacement rates of unemployment benefits, and
the net income of people on social assistance relative to the poverty threshold.

The average net replacement of unemployment benefits ranges from 45 % in Greece and Slovakia,
to over 75 % in Denmark, the Netherlands and Portugal. This shows that the overall generosity of
unemployment benefit systems exhibits a high degree of variation across EU countries. In most
Member States the theoretical adequacy of unemployment benefits is improved by the presence
of the children in the household and decreases with unemployment spells. The provision of cash
housing assistance or social assistance improves the net replacements rates significantly in some
Member States, especially in Czech Republic, Latvia, and the UK.

Figure 52: Average net replacements of unemployment benefits, 2010
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Source: DG EMPL calculations based on OECD-EC tax-benefit model

The adequacy of social assistance can be measured by the net income of people on social
assistance relative to the median equivalised income. Countries differ substantially in terms of the
minimum safety nets they provide to jobless households, even when they are compared to the at-
risk-of-poverty threshold which depends on the living standards within each country. Only a few
countries provide households with a minimum income and related benefits (for example housing)
that are sufficient to lift them close to, or above, the 60 % median income threshold, and this only
for some family types.
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Figure 53: Net income of people living on social assistance relative to median equivalised income,
2010
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Source: OECD-EC tax-benefit model.

2.3.2 Coverage of social transfers

The effectiveness of a benefit system also depends on its coverage, i.e. the extent to which the
population at risk is covered by the system and actually receives benefits when the risk occurs. The
characteristics of benefit systems vary considerably across Member States, from those with wide
coverage and high levels of adequacy in the Nordic countries and Continental Europe, to low
coverage and low adequacy in Eastern Europe and some of the Southern Member States. There is
also a variance in terms of the composition of policy instruments (unemployment insurance v.
unemployment assistance) and their design (adjustment of benefits over the unemployment spell,
link to past earnings). On average in the EU, 20 % of adults living in poor and jobless households
receive less than 10 % of their income from social benefits when child benefits are included. The
rate increases to nearly 30 % when child benefits are excluded. The non-coverage rate varies
greatly between Member States. It ranges from less than 10 % in the North and Centre of Europe,
while it exceeds 20 % in the Southern countries and Poland (Figure 54).

110

www.parlament.gv.at



Figure 54 : Proportion of 18-59 individuals living in jobless households at risk of poverty, whose
total benefits received is less than 10 % of total net disposable household income, 2010
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Source: DG EMPL calculations based on Eurostat FU-SILC (2011, IE 2010).

A number of countries (Bulgaria, Poland and Portugal) combine a limited coverage of both
unemployment benefits and social assistance. This raises issues about the alternative sources of
income on which these people may live, such as family solidarity and informal work.

Almost all EU countries have some form of minimum income scheme at national level. Member
States that do not have one, such as Italy, have other schemes at regional or local level. These are
generally conceived as a short-term form of assistance, though in most Member States, they are
not formally time-limited. They are means-tested and funded through the tax system. They are
intended mainly for people out of work, but some Member States (Cyprus, Germany, Lithuania,
France, Portugal, Romania, Slovenia, Sweden and Ireland) have extended their scope to provide
in-work income support.

18 shows that most Member States use a statutory

An examination of various national definitions
minimum level of income, fixed by the (national, regional, local) legislator or government. Further
classifications are possible along territorial arrangements, type of benefits (cash vs. in-kind), and
existence of top-ups (or income tapers). In most Member States the minimum income level is not

linked to national minimum wage.

The coverage of unemployment benefit systems can be assessed using a pseudo-coverage rate
that relates the number of people actually receiving an unemployment benefit (as declared in EU-
SILC with potential misclassifications) to the number of people unemployed during at least three
months during the past year. The coverage of unemployment benefits varies greatly across
countries and varies relative to the length of time spent in unemployment: up until 3 months;
between 4 and 6 months; and between 7 and 12 months (see Figure 55 below). A low coverage of
unemployment benefits undermines the effectiveness of high income replacement rates.

16 MISSOC Analysis (2011). Guaranteed Minimum Resources, MISSOC Secretariat for the European Commission,
Contract nr. VC/2010/1131.
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Figure 55: Share of the unemployed aged 18-59 receiving unemployment benefits during the
reference period by unemployment duration, 2010
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Source: DG EMPL calculations based on Eurostat FU-SILC (2011 IF 2010).
Note: Reference population: unemployed aged 18-59 having experienced at least 3 consecutive months of
unemployment over the previous year.

2.3.3 Access to quality and affordable services

Providing affordable access to services (e.g. early childhood education and care (ECEC), housing,
health care, transport etc.) complements other social protection instruments in ensuring adequate
livelihoods and empowering people to participate in the labour market and society. In the rest of
this paper we particularly focus on access to housing and to early childhood education and care.

Early childhood education and care

Children who grow up in poverty often stay in poverty for their entire lives. For example, significant
disadvantages faced in childhood in education — such as limited access to high quality education,
limited access to additional learning support, lack of parental support or access to additional (non-
formal) learning opportunities, are often compounded over life.

Many Member States have not yet achieved the 2002 EU targets for childcare, better known as the

17 and there are signs that provision is actually worsening due to the crisis™®,

Barcelona targets
As expected the use of ECEC facilities increases with age. Ensuring provision of facilities for
children below 3 years of age is of particular importance for child wellbeing and for female

employment. Again there are many Member States who are significantly below the target of 33%.

7 The Barcelona targets for 2010 were: 90% of all children between ages 3 and mandatory school age attending ECEC,

and 33% of children under 3 years of age.
18 Commission (DG JUST) Progress report Barcelona objectives: The development of childcare facilities for young
children in Europe with a view to sustainable and inclusive growth.
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In addition, as shown in Figure 56, in many MSs, there is a steep social gradient when it comes to
ECEC attendance, meaning that a greater proportion of children from higher socioeconomic
classes are enrolled in formal childcare in comparison to children from poorer background.
Children from disadvantaged backgrounds, who would benefit most from quality ECEC, are in fact
far less likely to make use of these services. This holds for several social background indicators
such as the parent's level of education, labour market position, income level and the risk of
poverty.

Figure 56: Percentage of children aged 0 to 2 in formal ECEC per income quintile
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Note: Income quintiles based on families with children of less than 6 years old.
Source: Note for the ISG on the inequality in the use of ECEC. SPC/ISG/2014/12/8. Data from EU-SILC 2011
and calculations by Tarki-Applica

High quality, integrated ECEC services, complemented by individualised support and interventions,
are more likely to be successful in their redistributive role to break the cycle of disadvantage.
Existing barriers could be reduced by increased targeting of government assistance aimed at
reducing the cost of childcare for low income families. The appropriate degree of targeting,
however, depends on the relative priorities over a range of policy objectives. Broad or universal
provision of ECEC removes the need to engage in the complex and often unsuccessful task of
identifying and targeting disadvantaged categories of children. It can also support better the
overall development and inclusion of children while limiting stigmatisation and segregation.
Evidence shows that supply and demand for places match only in those countries that provide
legal entitlement with a place guarantee straight after the end of parental leave. In these systems
the cost is also differentiated according to income and a ceiling for the percentage of parental
contribution is also decided.™"

Housing

Housing costs represent an important share of a household's income, especially for lower income
groups. Households not defined as relatively poor by standard indicators fall into relative poverty
once housing expenses are take into account. Transitions into poverty due to housing expenses,
for instance, vary from a minimum of 4 % in Malta to a maximum of 13 % in the United
Kingdom*?.

An increasing burden of housing costs on a household's income as well as the over-indebtedness
of many households might result in the inability of households to pay mortgages, rent or utility
bills, increasing vulnerability for repossessions, foreclosures and evictions and in some cases,
homelessness. There is a growing need for locally available affordable housing, including social
housing and affordable private rentals, as well as a sufficient level of housing and heating
allowances'?".

Available data shows that the number of homeless families or living in temporary accommodation
for prolonged periods has been growing in certain Member States. This needs to be prevented
and addressed through early intervention. Households with children, especially single-parent
families, face a higher incidence of being overburdened by housing costs than other households.
This can be counterbalanced by adequate levels of social, family and housing- support.

19 Key data on ECEC (EACEA, 2014)
http://eacea.ec.europa.eu/education/eurydice/documents/key_data_series/166EN.pdf.

120 Maestri, V. (2014), A Measure of Income Poverty Including Housing: Benefits and Limitations for Policy
Making, Social Indicator Research, May 2014

121 Commission Staff Working Document (2013)42 final on Confronting homelessness in the European Union
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2.4 The need for a comprehensive social investment approach

Adequate income support, including unemployment benefits and social assistance, linked
to inclusive labour market measures, activation measures and access to quality services in
an integrated approach, are part of a comprehensive policy response to ensuring
adequate livelihoods and preventing and reducing the level and depth of poverty.

Income support schemes should help people to be able, motivated and activated to work.
In this regard, establishing and strengthening minimum income schemes -their adequacy,
coverage, link to activation and enabling services- should be a priority. Minimum income
should be high enough for a decent life. Better designed administrative systems for
instance through one-stop shops would improve access to services and benefits whilst
reducing administrative burden and costs. Service integration, including through
individualised approaches, deserves attention as it may not only contribute to improving
access and take-up, but also provide an answer to coping with new types of social risks,
the increased role of prevention, and the need for coordination between increasingly
complex services.

Analysing the characteristics of the very poor populations and the (mis-)match of benefits
and services available to these populations would be a good basis for a focused discussion
on where Member States should concentrate their efforts in order to reduce depth of
poverty. A better understanding of the profiles of the very poor would also be the basis
for an individualized approach that tackles the specific barriers the respective person faces
in order to ensure sustainable reintegration into the labour market and the society.

2.5 Results of the in-depth thematic review

Drivers behind poverty and social exclusion are multiple; they can vary across an individual's life-
cycle and are closely related to the wider economic and labour market context. Comprehensive,

needs-driven, preventive and individualised approaches can contribute to avoiding and alleviating
poverty and social exclusion in an effective and sustainable manner. Social investments are part
and parcel of such approaches by targeting specific needs arising across the life-cycle, ensuring

adequate income support and providing access to quality enabling services supporting individuals
in critical transitions.

Adequate income support, through unemployment benefits, minimum income schemes and other

cash benefits, plays a key role in preventing and avoiding severe poverty. The level of income
support should be high enough to allow for a decent life, while at the same time people need to
be motivated and activated to work. This requires an effective link between income support
schemes and activation. Ensuring coverage and adequacy of minimum income schemes is a
challenge, particularly in those Member States with less fiscal space. Different methodologies,
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including reference budgets, are being used by MSs to assess the adequacy of their minimum
income schemes.

Access to quality enabling services is essential to address poverty and social exclusion, considering

the multiple barriers to employment and social participation experienced by the population
concerned, such as low educational attainment, lack of training and skills, health problems and
disability, the need to care for children or adult dependents, language problems, transport costs,
housing costs, etc. Provision of activating and enabling benefits and services should be adequately
linked and combined with income support schemes. Efforts should also comprise simplifying
services and benefits and their administration. This could be achieved through for instance setting
up one-stop-shops and improved targeting.

Several MSs are moving towards more integrated delivery of benefits and services, which address

the multiple drivers of labour market and social exclusion, and are targeted to an individual's
needs. In some cases, MSs use one-stop shops (e.g. activation centres in DE, located in the job
centres, which channel individual's needs towards other relevant service providers), while others
(e.g. CY) aim at improved cooperation between social and employment services. A more
integrated provision of benefits and services can contribute, on the one hand, to better take-up
and coverage by potential beneficiaries, and on the other, to more efficient and optimised
administrative procedures. The individualised provision of a comprehensive package of benefits
and services, often under the responsibility of different administrations, presents non-negligible
governance challenges (in particular in MS where different functions and responsibilities are
divided between national, regional and local level like ES and DE) Instruments such as common
databases could facilitate inter-institutional /departmental coordination.

Policy design should take a systemic approach to the panoply of cash and in-kind benefits and

services provided by the social protection system, and consider how these interact, both at
individual and household level, with other policies and institutions, such as fiscal
incentives/disincentives to work and labour market institutions (public employment services,
minimum wage...). Trade-offs between different policy measures and the need to take a
comprehensive approach to the design of social protection is illustrated by recent reforms in LU,
where maternity/family allowances (which contributed to inactivity traps for women) have been
eliminated and investment shifted towards childcare facilities.

In addition more attention is needed for evidence-based approaches and creating knowledge on
real outcomes coming from policy initiatives and innovative experiences, both in terms of social
and economic returns. Sound methodological frameworks would help in the design of sound
policies and reforms by public authorities.

Finally, involving social partners, and articulating the right synergies between the public and the
private sector, including civil society and social economy actors, is key in addressing our current
social challenges and to mitigate the pressures on our social protection systems.
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3. The role of activating and enabling benefits and services in
reducing long-term exclusion from the labour market in the EU

3.1. Introduction

Unemployment and long-term unemployment have been some of the more immediate and
tangible impacts of the economic crisis. While the share of (quasi-) jobless households has
stabilised in some countries in 2013 (AT, MT, HU, and HR) and has improved in some others (CZ,
PL, FR, DE, and RO), it remains a major issue in the countries mostly affected by the crisis (EL, IE,
ES, LT, PT, BG). Long-term unemployment is often times related to prolonged economic recessions
as well as structural challenges. It puts pressure on social protection systems in terms of income
support for longer periods of time, use of different benefit schemes to address the challenge as
well as the design of safety nets which are capable of having a strong activating element and
manage to provide the services necessary to guarantee the long-term unemployed opportunities
to be integrated back in the labour market.

The situation of the long-term unemployed and the jobless households, i.e. those furthest away
from the labour market, is at the core of the interrelation between activation policies and access to
services, effectiveness of social protection schemes and the tax and benefit system and is directly
influenced by general labour market conditions.

The Social Investment package'® adopted by the Commission in February 2013 has most recently
emphasized the need for well-targeted, comprehensive and enabling active inclusion strategies
which include both income support and access to services. The investment approach can be used
in containing the rise of long-term unemployment and jobless households by placing the right
emphasis on the prevention dimension. For those already in long-term unemployment, a
comprehensive approach that combines activation with income support and enabling services
based on individual contracts can be a solution.

The Employment package'® calls for supporting job creation (through lowering labour tax, wage
subsidies, etc), increased investment in skills, and a series of labour market reforms (such as
anticipating restructuring, life-long learning, ALMPs) that would facilitate return to the labour
market including for the long-term unemployed.

Long-term labour market exclusion was identified by the SPC as one of the social trends to watch
for 2013 and as such was chosen as a subject to a thematic review in the course of the second half
of 2014, In its Communication on the social dimension of the EMU from 2 October 2013, the

122 hitp://ec.europa.eu/social/main.jsp?langld=en&catld=10448&newsld=1807&furtherNews=vyes

123 Towards a job-rich recovery COM/2012/0173 final
124 SPC (2014) Social Europe: Many ways, one objective. Annual report of the Social Protection Committee on the social
situation in the European Union (2013)
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Commission gives strong priority to the exchange of best practices and policy learning which
should be scaled up in the framework of the OMC. While the issues related to how to address the
challenges of the long-term excluded from the labour market and their effective and sustainable
re-integration into the labour market are very broad, it is proposed that this thematic review
focuses on the social protection perspective, and in particular on the role of activating and
enabling benefits and services in reducing long-term labour market exclusion. This review will
therefore contribute to mutual learning on the modernisation of social protection systems, a
priority area for reform identified in the 2015 Annual Growth Survey'?, looking at specific ways to
effectively and efficiently address long-term labour market exclusion.

3.2 Recent trends

For the purposes of this note long-term labour market exclusion is examined through
developments in the long-term unemployment, share of population living in (quasi-) jobless
households, the at-risk of poverty rate for the population living in (quasi-) jobless households (all
these three SPPM indicators) and inactivity rates.

3.2.1. Long-term unemployment

Around 12.4 million people have been unemployed for at least one year. In the second quarter of
2014, long-term unemployment in the EU remains at the same level as in the second quarter of
2013, i.e. 5.1% of the labour force (-0.1 pp compared to the first quarter of 2013). It is more than
double, however, of the lowest point of the examined period (2.5% in the third quarter of 2008).
The very long-term unemployment rate (people in unemployment for at least two consecutive
years) also remained stable over the quarter (at 3.1% of the labour force, an increase of 0.2 pp on
the second quarter of 2013). The very long-term unemployment thus represented around 60% of
total long-term unemployment (Figure 57).

125 Annual Growth Survey 2015, COM(2014) 902 final
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Figure 57. Unemployment rate and long-term unemployment indicators in EU-28
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Long-term unemployment rates appear to have stabilised in the majority of EU Member States but

continue to increase in countries where they are already high, such as Greece, Spain, Italy and

Cyprus (see Figure 58). In the year to the second quarter of 2014, Cyprus and Greece saw the

largest increase (+2.1 pp), while long-term unemployment rates are at historically high levels in

Greece (19.9%) and Spain (12.9%). In contrast, long-term unemployment fell the most in Latvia (-

1.3 pp), Ireland (-1.2 pp) and Croatia (-1.0 pp).

Figure 58. Levels and changes in long-term unemployment rates 2013 — 2014 in EU 28
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In the first quarter of 2014, the activity rate in the EU stood at 72.1% for the 15 to 64 year-old
population, representing a total of 242.5 million people (see Figure 59). This represents an increase
of 0.5 pp over the year from the first quarter of 2013 and of 1.8 pp since the first quarter of 2008.
Over the year to the first quarter of 2014, the activity rate remained stable in most Member States,
with significant increases seen in Croatia (+6.9 pp), Hungary (+2.4 pp) and Luxembourg (+1.8 pp).
Only Estonia and Denmark, both countries with activity rates well above the EU average, recorded
significant decreases (around 1.0 pp). In terms of gender differences, while on average there are
more men (5.2%) than women (5.1%) affected by long-term unemployment, there are significant
country differences (with high female long-term unemployment rates in IT and EL).

In Italy, Romania and Malta the activity rate remains low and significantly below that of other
Member States. It is interesting to note that the low overall activity rates in these three countries
are associated with low female activity rates - the lowest activity rates in the EU.

Figure 59. Activity rate in the EU-28 Member States — 2008-2014
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A recent World Bank — European Commission report™®

examined trends in labour market
exclusion in six EU member States (Bulgaria, Estonia, Greece, Hungary, Lithuania, and Romania).
During the examined period (2007-2011), the total out-of-work population has increased in five of
the six countries studied. Estonia and Lithuania had the greatest increase in the out-of-work
population (all the inactive population), both increasing 33 percent from 2007 to 2011. In Greece
this group increased almost 26 percent, by more than 550,000 people. Hungary had a small
increase in the out-of-work population (25,000), but had the highest share of out-of-work in 2008
and second highest in 2011 (37 and 38 percent respectively). Only in Romania did the out-of-work
population decrease (2.5 percent or 106,000), but it remains a large share of the total working-age
population (31.2 percent).

1% Ramya Sundaram, Ulrich Hoerning, at co. (2014). Portraits of labour market exclusion, The World Bank.
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The characteristics of the profiles of out-of-work population vary from country to country. Based
on the EU-SILC survey for 2011, in Estonia, Bulgaria, and Greece seven groups of out-of-work
individuals could be identified, while in Lithuania and Romania eight groups distinctive groups
emerge, and in Hungary ten. Nevertheless, there are some general groups that can be identified in
all six countries. Clusters of middle-aged unemployed, long-term unemployed, retirees, disabled,
inactive women or mothers, NEETs (young people not in employment, education or training) and
young unemployed are present in every country. The size, share and profile characteristics are
different, reflecting the demographics and labour market of a particular country. The needs for
support in getting back to the labour market also vary according to the individual's characteristics.

The high share and number of long-term unemployed is another worrisome issue in all the
countries analysed. Across the clusters of unemployed, the share of individuals in long-term
unemployment in all countries has grown. In addition, in Lithuania, Estonia, Hungary, and Romania
long-term unemployed accounted for 12 to 28 percent of the out-of-work population. It is also
worth noting that in some Member States, either for structural reasons or as a consequence of the
crisis, a significant share of long-term unemployed does not correspond to the "traditional" low
skilled profiles.

2.2.2 Jobless households

In 2013, around 10.7% (40 million) of Europeans lived in (quasi-)jobless households (i.e. in
households with very low work intensity).#” This share has been increasing in the past years at the
EU level. Differences range from 23.4% (IE) to 6.4% (RO) (Figure 60). Countries such as EL and ES
have faced particularly drastic increases between 2008 and 2013. In EL, the percentage of
population living in (quasi-)jobless households increased from 7.5% to 18.2%. In ES, the rate more
than doubled from 6.6% to 15.7%.

27 people living in (quasi-)jobless households (i.e. with very low work intensity) are people aged 0-59 living in

households where the adults work less than 20% of their total work potential during the past year.
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Figure 60. Population living in (quasi-)jobless households (i.e. very low work intensity households)
(age 0-59), 2013
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Source: Eurostat (EU-SILC); Note: 2012 data has been used for IE.

Approximately 13 million people live in low work intensity households and are at risk of poverty.
When comparing with 2008 (Figure 61), the latest data shows that worsening trends are observed

in almost half of the Member States. Real improvements (from high levels) are observed in several
MS (BG, EE, HR, LV, FI, UK) but it is important to consider that this is a measure of the income
situation of the ones further away from the labour market while their living conditions (e.g.
material deprivation) might show a more attenuated picture.

Figure 61. Evolution of the at-risk-of-poverty rate of (quasi-) jobless households (0-59), 2008 and
2013
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In comparing the poverty risk of jobless households for households with and without children (see
Figure 62), the overall trend is that (quasi-) jobless households with children have a much higher
poverty risk with SK, SI, HU, RO, PT, EL, FR, CZ and SE where the difference is largest (between 30-
41 pp). DK, DE and to a lesser extent UK and LV, are the only Member States where (quasi-)
jobless households with dependent children are more protected from poverty risk. Single people
and single parents in particular represent a larger share of those living in jobless and poor
households

Figure 62. At-risk-of-poverty rate for the (quasi-) jobless by household type, 2013 or latest
available year
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= Without children 2013 = With children 2013

Source: Eurostat (FU-SILC); 2012 data has been used for IE.

European Commission analysis (2014) shows that those living in jobless and at risk of poverty
households tend more often to be women than men (53% vs 47%). There are slightly more young
people and elderly. Middle age adults (aged25-50) account for 57% of those living in (quasi-
)jobless and poor households, and 62% of the whole population. Those with a low education level
tend also to be more represented among those living in (quasi-) jobless households at risk of
poverty (44%) while representing only 22% of the total 18-59 population. There are slightly more
migrants (14%) compared with the total 18-59 population of migrants (9%). With regards to their
activity status, most are mainly unemployed (41%) with the remainder being shared between
students aged over 25 (11%), retired but younger than 60 (3%), disabled (13%) and adults fulfilling
domestic tasks (15%).
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3.3. Policies, best practices and evidence-based responses

Some of the main barriers to labour market integration of people on long-term unemployment
include:

e Low level/lack of qualifications; outdated qualifications not matching labour market
requirements, with a risk of skills obsolescence increasing with the length of
unemployment

e Low motivation and resignation after prolonged periods of unemployment and low
employability due to lack of work habits; limited knowledge of job search techniques

e Disincentives to work (e.g. linked with tax-benefit systems)

e Barriers affecting the capacity to find work: poor public transport, lack of child care
facilities, health issues

e Lack of 'life skills' resulting from socialisation in a disadvantaged family or neighbourhood
and/or from school drop-outs and failures in one’s career

In order to overcome these barriers, social protection systems need to be modernised and provide
a combination of well-designed adequate income support (minimum income, housing benefit...)
which does not result in unemployment/inactivity traps, quality enabling services (childcare, elderly
care, transport problems, debt-counselling, health issues...) and activating measures. Early and
preventative support should also be provided to those at risk of becoming long-term unemployed.

Tackling these barriers calls for a comprehensive approach to labour market integration (e.g.

128 that well-

access to child-care, public transport or health counselling). There is evidence
designed policies can make a difference when it comes to transitioning out of unemployment.
Participation in training and ALMPs by unemployed persons improves their transition rates out of
unemployment. However, participation in training is currently limited in many Member States,
particularly among low and medium skilled workers. Another finding is the positive effect of being

registered with the public employment service, particularly when receiving unemployment benefits.

As the focus of this background paper is on the social protection perspective, and more
specifically, on the role of activating and enabling benefits and services, the following section will
look at the role of unemployment benefits and minimum income schemes and their link to
activation, as well as, at the role of other enabling benefits and services. Finally it will examine the
importance of comprehensive policy responses and individualised services.

128 Eyropean Commission (2012). Employment and social developments in Europe 2012.
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3.3.1 The role of unemployment benefits

Besides activation measures there is a need to provide income support for individuals and
households that have lost their jobs and incomes. Unemployment benefits (both contributory and
non-contributory) act as a cushion to sudden income losses. In this respect, unemployment
benefits are vital to keep households on a lifeline and avoid loss of human capital.

A recent assessment of the unemployment benefit systems in the EU*#

reveals some interesting
dynamics on the structure and nature of unemployment benefit systems. Within the EU, there are
groups of countries with relatively homogenous benefit systems. Nordic and Continental countries
are characterised by relatively generous unemployment benefit systems both in terms of
entitlement conditions and income support per unemployed. In both groups, activation and active
labour market policies have a prominent role, with job search conditionality being strong especially
in Nordic countries. In Anglo-Saxon countries, unemployment insurance benefits are relatively
modest, while unemployment assistance plays a major role. Monitoring of job-search activity is
strict whilst active labour market policies play a less important role. In Southern countries, access to
unemployment insurance is strict and benefit generosity varies widely depending on age and
contribution period. Finally, Central and Eastern countries tend to exhibit a tight unemployment
benefit system both in terms of benefit support per unemployed and benefit coverage. Although
replacement rates at the beginning of the unemployment spell can be high in some cases, benefits
drop sharply over the unemployment spell. Strict conditions on job search and availability often

apply.

The overall generosity of unemployment benefit systems exhibits a high degree of variation across
EU countries. In most Member States the theoretical adequacy of unemployment benefits, as
measured by the net replacement rates, is improved by the presence of the children in the
household and decreases with unemployment spells. The net replacement for families not entitled
to cash housing assistance or social assistance ranges from below 40% in CZ, LT, SK and the UK to
over 75% in DK, NL and PT. The provision of cash housing assistance or social assistance improves
the net replacements rates significantly in some Member States, especially in CZ, LV, and the UK
(Figure 63).

1% Stovichek, K. and Turrini, A. (2012). Benchmarking unemployment benefit systems. European Commission, Economic
Papers 454.
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Figure 63. Net replacements of unemployment benefits for families entitled versus not entitled to
cash housing assistance or social assistance, 2010
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Source: Furopean Commission (2014, forthcoming), DG EMPL calculations based on OFCD-EC tax-benefit
mode/

3.3.2 The role of minimum income schemes

Minimum income schemes (MI) provide cash benefits to ensure a minimum standard of living for
individuals (and their dependants) that have either no other means of financial support, or whose
resources fall short of a given level, despite including contributory cash benefits and support from
other family members. MI schemes are considered as ‘schemes of last resort.” They provide a
safety net to protect people from destitution if they are not eligible for social insurance benefits, or
are no longer entitled to such benefits. They play an even more important role in a crisis, when the
rise in unemployment has already had an impact on social assistance schemes.**

Almost all EU countries have some form of MI scheme at national level. Member States that do not
have one, such as Italy, have some sort of scheme at regional or local level. These are generally
conceived as a short-term form of assistance, though in most Member States, they are not
formally time-limited. They are means-tested and funded through the tax system (i.e. non-
contributory). They are intended mainly for people out of work, but some Member States (CY, DE,
LT, FR, PT, RO, SI, SE and [E) have extended their scope to provide in-work income support.

In most Member States, MI schemes are designed at national level, while delivery is delegated to

132 shows that most Member

the local authorities.™*" An examination of various national definitions
States use a statutory minimum level of income, fixed by the (national, regional, local) legislator or
government. Further classifications are possible along territorial arrangements, type of benefits

(cash vs. in-kind), and existence of top-ups (or income tapers). Minimum income benefits in

30 Social assistance (SA) schemes represent the broader category including MI benefits together with other types of

benefits such as housing benefits, child benefits and unemployment assistance benefits.

In a few Member States, like Austria and Hungary, responsibility for policy decisions on SA benefit levels and eligibility
conditions is partly delegated to regional/local governments.

MISSOC Analysis (2011). Guaranteed Minimum Resources, MISSOC Secretariat for the European Commission,
Contract nr. VC/2010/1131.
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general are adjusted periodically.” In none of the Member States is the minimum income level
linked to national minimum wage.

The design of MI schemes varies widely among Member States. In terms of comprehensiveness
(i.e. the extent to which MI schemes are non-categorical, thus applying to those on low incomes in
general, rather than to specific subgroups), four ‘broad’ groups of countries can be

distinguished.™*

- Group 1 (AT, BE, CY, CZ, DE, DK, FI, NL, PT, RO, SI, SE) is characterised by relatively simple and
comprehensive MI schemes, generally open to those without sufficient means to live in dignity.

- Group 2 is smaller (EE, HU, LT, LV, PL, SK). It has simple and non-categorical™® MI schemes
accompanied by more restricted eligibility conditions.

- Group 3 (ES, FR,™® IE, MT, UK™) is characterised by a complex set of different and often
categorical schemes that sometimes overlap but generally cover most of those with insufficient
means.

- Finally, there is a small group of countries with limited, partial or piecemeal arrangements only
covering narrow categories of people (BG, IT, EL).

Eligibility conditions (commonly related to age, nationality, residence, lack of financial resources
and availability for work) vary significantly. In some Member States, where there are only
piecemeal and categorical schemes, there are people on very low incomes that do not have
access to any form of MI scheme.

Over the past years many Member States have tightened eligibility conditions.™*® Conditionality
has generally been increased and availability for work has usually been more tightly enforced for
those are fit to work. There are often sanctions if beneficiaries fail to comply with the requirement
that they must be available for work. Sanctions may lead to reductions in benefits, and to the loss
of the right to SA benefits in more extreme cases. There is also a trend towards a stronger link
between income support through MI schemes and activation measures including vocational
training, job search assistance, and counselling.

33 Most Member States do automatic adjustments following changes in the consumer price index (in some countries an
increase will only take place if the consumer index is raised by a certain percentage (CZ, LU, BE)). Some Member
States will only adjust at irregular intervals after a decision by the government (LT, EE), while in other countries this
will depend on the available budgetary resources (BG, LV). However, the periodicity of adjustment varies from every
6 months (SI, NL), to each year (almost all Member States), up to once every 3 years (PL), or at irregular intervals
(LT, EE). Source: MISSOC Analysis 2011.

4 Frazer H. and E. Marlier (2009) ‘Minimum income schemes across EU Member States. Synthesis Report'.

35 Access to categorical benefits is restricted based on some personal characteristics (single, with children, etc.) non-

categorical benefits are benefits with no restriction based on personal characteristics. .

This has improved with the introduction of the Revenu de solidarité active in 2009.

Although some of this complexity is being addressed in the UK by the gradual introduction of Universal Credit.

138 A follow-up survey, conducted in autumn 2011 and spring 2012, on the implementation of the active inclusion
strategies at national level (based on pre-filled questionnaires complemented by MS information) found that more
countries have implemented stricter eligibility criteria for minimum income (CZ, FR HU, PT, RO, UK) compared to
those that relaxed eligibility (MT, LT) in the examined period (2008-2012).
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MI schemes are of unlimited duration in all Member States. They are granted for as long as a
person is in need of support, and need is monitored by regular checks that beneficiaries do indeed
fulfil eligibility conditions. National MI schemes differ as regards the duration for which benefits are
available after each application, so the frequency with which a claimant has to reapply varies. For
example, in FR the Revenu de solidarité active (RSA) has to be renewed after three months, in BG,
SIand LV after six months, while in PT, the period is 12 months.***

Considering overall income support, it should be noted that in some Member States, MI 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 MI benefits’
these do contribute to the level of income that is actually guaranteed to people supported by MI
schemes.

The theoretical adequacy of social assistance can be measured by the net income of people on
social assistance relative to the poverty threshold (Figure 64). Countries differ substantially in terms
of the minimum safety nets they provide to workless households, even relative to the at-risk-of-
poverty threshold, which depends on the living standards within each country. Only a few
countries provide households with a minimum income and related benefits (for example housing)
that are sufficient to lift them close to, or above, the 60% median income threshold, and this is true
only for some family types.

139 MISSOC database for 2011.
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Figure 64. Net income of people living on social assistance relative to median income, 2010
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Source: OECD-EC tax-benefit model

3.3.3 The link between activation and income support

Active labour market policies help ensure that unemployment and social assistance benefit
recipients and other jobseekers have a better chance of finding employment than they would
otherwise have. Key features of such policies**® are to establish and enforce work-availability and
mutual obligation requirements, meaning that benefit recipients are expected to engage in active
job search and improve their employability in exchange for receiving efficient employment services
and benefit payment. By improving skills, they are better able to return to "reduce the risk of long
term marginalization from the labour market." (Gallie and Paugam 2000). Overall, the effective
integration of activation policies and unemployment benefit systems are seen as crucial in

containing the potential disincentive effects of benefits**.

Measures to increase access to and intensity of employment are widespread, particularly in
response to the economic and financial crisis. These measures usually fall under the broad
category of active labour market policies (ALMPs). Shared characteristics of ALMPs in Member
States are profiling, job counselling, educational training and (re-)qualification.’* Subsidised
employment, public work programmes, short-term paid employment, traineeships and voluntary
work are among ways of reintegrating people into work. While all Member States have policies for
the unemployed and job seekers generally, the degree to which these target those who are
furthest from the labour market (e.g. social assistance recipients) varies substantially. However,

140 See www.oecd.org/els/employment/almp

This is confirmed by various macro-econometric evaluation studies that found evidence for interactions between
activation policies and other policies, for instance that spending on activation policies mitigates the impact on
higher unemployment benefits in rising unemployment (Bassaninin and Duval 2006).

For a classification by type of action see Eurostat (2010). Labour market policy — expenditure and participants.
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some Member States (BE, DE, AT, FI, LU, PL, SI) specifically target these recipients by means of
separate programmes.

Among the unemployed and recipients of social assistance and activation policies, Member States
often identify different sub-targets for ALPMs, among which young and older workers, low-skilled
and long-term unemployed, migrants and people with disabilities. For example, IE targets older
workers, while the UK targets young people within the Jobseeker's Allowance scheme. DK and SE
have separate schemes for older workers and young unemployed people. Measures currently in
place in DE, SK, SI -and ES tend to focus on the long-term unemployed. An overwhelming majority
of Member States™* link the right to income support to the willingness to work and a minimum
commitment to seeking a job, vocational or occupational training. In SK, proving one’s willingness
to work and to accept a suitable job is only compulsory when applying for the highest level of

income support benefit.**!

The conditions under which job seekers have to accept a job offer varies across Member States. In
CZ and DE, job seekers are required to accept anyjob, even if it is short-term, or a mismatch with
their skills. In LV, EE, SK, MT and NL**, job seekers are obliged to accept suitable work only
(subject to the relevant authority’s assessment).

'Reluctant behaviours or attitudes’ such as refusing a job offer or refusing to take part in ALMPs
are generally penalised by sanctions. These vary, and include withdrawal of benefits and grants
(e.g.in EE, SI, LT, CZ, EE), withdrawal of benefits (e.g. BG, CY, HU), suspension of benefits (e.g. LT,
DK) or lowering the level of benefits (LV, IE).

If a job seeker is unable to find work, most Member States offer vocational or occupational
training. Some also provide various counselling services which can cover advice to manage debt or
addiction or psychological support (DE) during drug or alcohol rehabilitation (MT). In SI, job
seekers may have to sign a contract with the Social Work Centre to take part in social and/or
health programmes (SI). In other countries such as LU, an ‘integration allowance' is available only if
job seekers take part in an ‘integration activity’. In NL, a young person who is not in employment
or education (NEET) has the right to request a job or an offer of a place in education from the

local municipality.**®

If occupational or vocational training is not successful, some public administrations provide

(mandatory) measures to ensure activation (RO, BG, NL, LV, HU). This may mean compulsory

147
(

involvement in public works™’ (e.g. providing social services, cleaning). This dimension should in

Y3 MISSOC Analysis (2011). Guaranteed Minimum Resources, MISSOC Secretariat for the European Commission,

Contract nr. VC/2010/1131, Page 17.

Y4 MISSOC Analysis (2011).

> 1n the NL any job will have to be accepted after 12 months of unemployment.

1 The recently adopted Youth Employment Package aims to tackle the phenomenon of NEET at Member State level.
For more information see: COM(2012) 727 final.

Y7 European Commission (2013). Public works — does it work? Issue paper prepared by DG EMPL, unit E5.
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many cases be complemented in order to improve job seekers’ prospects of finding work, to avoid

locking them into such schemes (LV, HU).**®

Back-to-work benefits (such as gradual phasing out of income support, tax allowances and in-work
benefits) and earnings disregards (income that is disregarded when it comes to assessing tax
liability) complement ALMPs in making it more attractive to take a job. Taxing labour income is a
prominent element of every Member State’s tax policy. So it is important to understand the
underlying relationship between taxation and labour supply. Evidence suggests that secondary
earners are much more responsive to wages (and thus taxes) than primary earners. If the tax
burden is too high, secondary earners might decide they are better off not working, or (more
rarely), working fewer hours."* Disincentives can also stem from joint taxation.

3.3.4 The role of enabling services in reducing labour market barriers

Active labour market services, aimed at increasing employability and attractiveness on the labour
market, are essential for providing opportunities for employment. However, these services are
often not enough to overcome remaining non-work related barriers to employment and job
seeking activities, e.g. access to child-care, public transport and health counselling. Pairing both
active labour market services with enabling support services increase possibilities and decrease
obstacles to gaining and taking up employment. Provision of these services to long-term
unemployed should be combined with access to benefits or social assistance to ensure basic
financial support. Connection between support given by service providers and participation in the
offered services is strengthened, with all parties being linked by mutual obligations to the fulfilment
of the contract.

A key success factor is strengthened cooperation and coordination between all relevant actors
(such as PES, authorities managing cash benefits and related support services, social partners,
private employment services, social welfare centres, NGOs, municipalities, training and education
providers). This is because the jobless households and long-term unemployed have various
barriers (e.g. care needs, income support, reskilling, counselling support, employment
opportunities) which are addressed by a variety of actors.

While there is no overarching indicator on access to enabling services, there is information on
access on four main service areas: early childhood education and care (ECEQ), life-long learning,
housing, and healthcare (see Figure 65 below). The overall picture on access to services is rather
mixed. On the one hand, the Scandinavian and Western European countries are characterized by
relatively high access to services (with some notable exceptions such as Austria in case of ECEC or

Y8 Commission Staff Working Documents, Assessment of the 2012 national reform programme and convergence

programme for Hungary and Latvia, SWD(2012) 317 final, SWD(2012) 320 final.

Y 1n the US, for every 10% reduction in after-tax wages, primary earners work about 1% fewer hours, for an elasticity of
labour supply with respect to after-tax wages of 0.1. Secondary earners are much more responsive to wages (and
thus taxes), with elasticities of labour supply with respect to after-tax wages estimated to range from 0.5 to 1.
Source: Gruber (2011) Public finance and public policy, Third edition, Worth Publishers, pp. 628.
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France in life-long learning150). On the other end of the spectrum are the Member States from
Eastern Europe that are characterized by low access across the board.

Figure 65. Indicators on access to enabling services (2010)
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50 Although caution is needed with the figure for life-long learning as after a break in the time series in 2013 the figure
for life-long learning for France in 2013 is much higher (17.7% in 2013).
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Description of the set of indicators used to describe access to services.

Labour market oriented services

Chlldcare up untll 3 years old — The analysts resulted in one factor [Chronbach= 088} on:
factor Lze of childcare for younger than 3 years old
[Burostat, EL-LFS) Ayerage hours spent in formal childcare
Life-lomg leaming and education — The average of the sub-indicators:
average Participation in education and training of low, medium and high
[Eurostat, EU-LFS) educated aged 25-54
Other services
Health care Unimet demand for medical and dental care [LE—34)
[Burostat, EL-SILC)
Houszlng servlces — average The average of the sub-indicators:

Housing cost overburden rate among the at-rsk-of-poverty
population [18-54)
[Eurostat, EL-SILC) Dwercrowding rate among at-nsk-of-poverty popul atl on [LE—54)

Source: Employment and Social Developments (2013)

Note: Figures refer to the year 2010.

Example of Member States’ efforts in supporting social welfare services: the case of
Estonia

In order to guarantee the quality and purposefulness of rehabilitation service, Estonia is splitting
the service into two components: vocational rehabilitation and social rehabilitation. Such division
enables to offer better-targeted services that result in higher effectiveness. Persons with partial
capability of work receive rehabilitation services that are linked with their (possible) employment.
Estonia also continues to implement a counselling services project for people with multiple
problems and their family members. The target is people whose income is below or who are at
risk of falling below absolute poverty line, who are recipients of subsistence benefit and have
some additional problems (for example care burden, low social skills, low educational attainment,
health problems, debts, insufficient social skills, etc.) that can be obstacles to participate in the
labour market or may have difficulties with everyday coping are entitled to the services. In 2013,
45% of people who participated in the project maintained their job or started working and 27%
started participating in active labour market measures. The project has significantly improved the
use of the case management method in local governments. Based on the positive experience so
far, the project will widen the scope of services that are offered in counselling centres, including
specific experts (lawyers, clinical psychologists, psychiatrist and social pedagogues) in the network
that delivers counselling services.
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3.3.5 The need for a comprehensive policy approach targeted to individual

needs

The assessment of the active inclusion strategies'*

at national level highlights the importance of a
comprehensive policy response to the rising unemployment and the resulting poverty, as well as
of an early intervention for those at risk of becoming unemployed. The assessment clearly shows
that Member States with robust social protection systems characterised by adequate income
support, high coverage of unemployment and social assistance, access to enabling services, and
strong activation policies have weathered much better the crisis. The provision of such
comprehensive policy response might be favoured by the use of individualised integration
contracts, the coordination of employment and social services, and/or the setting-up of one-stop

shops.

The particular case of jobless households and long term unemployed, which often times combine
a number of disadvantages, is a good example of the need for comprehensive measures to
address the problem. It is important to contrast the social isolation and reach out to these families
in order to connect them to the community. To these aim social services and particularly family
centres offer good opportunity of (first) contact. Support for improving parenting and life
capacities can be a first step to improve employability, as it has a direct effect on self-esteem and
therefore on attitude. Often times these households are households with dependent children. IN
relation to this, a recent review of activation policies in OECD countries (Martin 2014) finds that
activation measures have been most effective for unemployment benefit recipients and also for
recipients of sole-parent benefits when assistance is provided with child care.

Support for the labour market integration of the unemployed should be tailored around the
individuals' needs and offer options which meet their skills and interests and avoid placing
individuals into predetermined employment pathways. A correct assessment of skills and
placement into different streams (e.g. through profiling) could allow to better tailor these services.
Unemployed individuals must be transparently informed and aware of each step concerning their
reinsertion path in order to improve their sense of ownership.

3.4 Results of the thematic in-depth review

The second thematic review of the 2014 SPPM 'trends to watch' focused on long-term exclusion
from the labour market and the role of activating and enabling benefits and services for
addressing it. The participating countries (DK, LT, BG and IE) outlined different challenges and
policy approaches in addressing long-term unemployment. These conclusions draw on the results
from this review.

Long-term unemployed people form a heterogeneous group with specific and different obstacles
such as health concerns, difficulty in reconciling work and family life, social problems, or lack of

L European Commission Communication of 20 February 2013 Towards Social Investment for Growth and Cohesion —

including implementing the European Social Fund 2014-2020, CSWD 39 final.
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skills. Understanding the profile of the target population is crucial to effectively implement policies
and support their re-integration into the labour market. Measures to fight LTU need to take a
comprehensive approach tailored around individual needs to be effective, including targeted
activation, adequate income support and enabling services. Profiling can help to develop better
targeted measures. Early intervention and preventative support to those at risk of becoming long-
term unemployed is also important.

The potential of education and up-skilling in bringing people back into jobs differs in relation to

the profile of the target population, their educational background, their potential and the concrete
labour market situation. Skill mismatches cannot always be reduced. In some cases, there is no
sufficient labour demand even for the highly skilled and educated long-term unemployed. Not all
job seekers should be dealt with in the same way; one has to look at specific characteristics and
see how these are best addressed. Specific groups need more attention and are often not
sufficiently covered by the services of the public employment and other job search services. For
example, the activation measures and training offers often do not suit the specific labour market
needs of LTU with high education levels.

Both the individual and the household perspective need to be taken into consideration. In fact,

jobless households are often confronted with a combination of multiple social problems. Better
investigation and monitoring of the dynamics of jobless households and the way households enter
and exit joblessness is needed. Single parents form another fragile group on the labour market,
especially if coming from a low education and socially disadvantaged background. People with
disabilities, having a right to be integrated into the labour market, provide additional challenges
for public employment services. Activation measures for people living in rural / remote areas are
often underdeveloped; targeted investment is needed to compensate their difficulties in accessing
the labour market.

Flexible approaches, in which people are supported to take up work also for a limited number of

hours per week, depending to their capacities, can be a stepping stone to more complete labour
market integration. For such an approach to work, it is crucial to motivate people to work
gradually more hours and increase labour market participation. An active role by employers is also
necessary. First experiences show that employers might indeed be willing to use and interested in
such flexible approaches.

The design of the |evel and duration of benefits, contributory-based unemployment benefits,

minimum income as well as related benefits, should ensure an adequate income while at the same
time avoiding unemployment or inactivity traps. Reforms also need to ensure an adequate
transition between unemployment benefits and minimum income schemes and an effective
coverage. Supporting reintegration into the labour market requires linking these benefits to
activating and enabling services. Reforms to tax and benefit systems can encourage employment
by removing financial disincentives and ensuring smooth transitions into the labour market.
Provide additional incentives for people to accept work such as receiving social benefits during the
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first months of employment in addition to their pay can help transition and cover initial extra costs
in taking up work.

Systems should avoid having an excessive number of people permanently on assistance schemes
and help to increase the returns on investment in continuous activation measures. This can include
also targeted support for persons in vulnerable situations and / or those with care duties allowing

them more flexibility between employment gains and access to benefits. There is potential value
added of customised packages for services and ensuring a proper implementation of a "rights and
obligation" approach in receiving benefits. Experience in some Member State shows that reducing
the maximum duration of unemployment benefits can bring people quicker into employment, but
the effects in long-term labour market integration require close monitoring. It is key that those
who remain unemployed keep enrolled in active labour market schemes. This requires a closer
cooperation between employment and social services.

Activation _measures/ enabling services need to be timely, effective and efficient; for this

monitoring and evaluation is key. The efficiency and effectiveness of public employment services
and social services as well as the individual role, responsibility and workload of case
handlers/employment promoters are a crucial factor. Also the cooperation and coordination
between employment and social services to provide a more integrated support to long-term
unemployed often needs improvement. Good practice examples are dedicated teams at local
level, composed of different services and discussing individual cases, can ensure better
coordinated support. A 'one-stop shop' approach can simplify and streamline the service and
improve take-up. Depending on the governance structure, empowering the municipal/local
authorities can strengthen the offer and effectiveness of activation measures.
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IV. The 2014 social trends to watch

This year's summary of the results from the analysis of the key social indicators included in the
Social Protection Performance Monitor dashboard (Figure 66), show the following main trends to
watch for the most recent period (2012-2013):

- increases in the risk of poverty for the overall population (registered in 8 MS) and in the depth of
poverty as proxied by the poverty gap (registered in 10 MS)

- continued rises in the share of (quasi-) jobless households (registered in 11 MS)

- increasing housing cost overburden rate (in 9 MS)

- declines in real gross household disposable income (in 11 MS)

- increase in the working poor (8 MS).

These social trends to watch are partly balanced by positive developments in the following areas:

- rising labour market participation of older workers (increase of the employment rate for 55-64
year olds in 18 MS)

- improving income and living conditions situation of the elderly (improvements in 15 MS)

- some improvement in the severe material deprivation rate (in 11 MS) and the risk of poverty or
social exclusion for the overall population (in 11 MS)

- further reductions in the rate of early school leavers (in 10 MS)

- some improvement in the situation of the working poor (in 7 MS) and in the risk of poverty or
social exclusion among children (8 MS).

Compared to the results from last year's edition of the SPPM, there is a more nuanced picture
across the EU with more mixed signs of developments in the living conditions of the population
across Member States, although trends in the share of (quasi-) jobless households, the risk and
depth of poverty, the evolution in household disposable income and housing cost overburden
remain mainly negative.
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Figure 66. Social trends to watch and areas of improvement for the period
2012-2013

Deterioration Improvement

Real change in gross household disposable income 11
Self-reported unmet need for medical care
Housing cost overburden rate
Aggregate replacement ratio
Median relative income ratio of elderly people
Atrisk of poverty or social exclusion 65+
Employment rate for older workers
MNEETs (18-24)
Early school leavers
Youth unemployment ratio
Long-term unemployment rate
In-work at-risk-of-poverty rate
AROP for the quasi-johless households
Impact of social transfers on poverty reduction
Children at risk of poverty or social exclusion
Income inequalities (580/520)

Persistent at-risk-of-poverty rate

Relative median poverty risk gap 10
Share of the population in quasi-jobless households 11
Severe material deprivation rate

At-risk-of-poverty rate

Atrisk of poverty or social exclusion

Number of Member States

Source: Social Protection Performance Monitor

Note: [) No 2013 EU-SILC data for IE, so IE has not been considered for the evolutions with regard to SILC indicators. ii)
For 2013 SILC-data ES registered a major break in series for the EU-SILC income variables. As a result, income related
indlicators are not comparable to 2012 for this country and ES has therefore not been considered in the trends to watch
for these indlicators. iii) For the ‘persistent at-risk-of-poverty rate” most figures are for the change 2011-2012, but where
figures for 2013 are available (AT, CZ, DK, EE, F HU, MT and Si) the changes 2012-2013 are used.

Figure 67 shows the evolution since the beginning of the Europe 2020 strategy. For most social
areas, the situation has worsened considerably as a result of the economic crisis. The areas with
the most substantial deterioration are:

- youth exclusion (significant increases in NEETs and youth unemployment ratio in almost all MS)

- (long term) exclusion from the labour market (increases in the long term unemployment rate and
in the share of the population in (quasi-) jobless households in more than 2/3 of MS), together
with rises in the poverty risk for (quasi-) jobless households in 14 MS
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- child poverty and social exclusion (with 19 MS registering increases with reference to 2008)
- increasing income inequality (in 13 MS)

- rising housing cost overburden rate for households (in 15 MS)

- declines in real gross household disposable income (in 11 MS)

- increases in self-reported unmet need for medical care (9 MS)

- increase in the level and the depth of poverty and deterioration in living conditions (increases in
the at-risk-of-poverty rate in 1/3 of MS and in the severe material deprivation rate and the poverty
gap in around 2/3 of MS, increases in the overall at risk of poverty or social exclusion rate in % of
all MS).

There have been also a number of improvements, notably in the areas of increasing number of
healthy life years, especially among men, and significant decreases in the number of early school
leavers in Europe (in 20 MS). The labour market situation of older workers has also improved
markedly, as evidenced by improvements in the employment rate for the age group 55-64 in 2/3
of Member States. The relative situation of the elderly aged 65 and over also shows clear signs of
improvement in almost all MS, with decreases in the number of elderly living in poverty or social
exclusion as well as the improvement of their income situation with respect to the rest of the
population. However, this trend should be read with great caution as it does not necessarily show
improvement in absolute terms. As pension income remained stable during the economic crisis
while the working age population suffered from substantial income loss (wage decreases, job loss,
decrease in benefit levels), the relative, but not necessarily the absolute, position of the elderly has
improved, highlighting the important role of pension systems.
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Figure 67. Social trends to watch and areas of improvement for the period
2008-2013

Deterioration Improvement

Real changein gross household disposahle income 11

Healthy life years at 65 - females 5 10

Healthy life years at 65 - males 5 15

Self-reported unmet need for medical care 9 3

Housing cost overburden rate 15 4

Aggregate replacement ratio - 19

Median relative income ratio of elderly people 0 23

23

S WS DN PR R SRS

At risk of poverty or social exclusion 65+ 3
Employment rate for older workers 7 18
NEETs (18-24),,4 2
Early school leavers 1 20
Youth unemployment ratio 54 2
Long-term unemployment rate 20 1
In-work at-risk-of-poverty rate 7 3

Poverty risk for the quasi-jobless households 14 7
Impact of social transfers on poverty reduction a 3

Children at risk of poverty or social exclusion 19 4
Income inequality (580/520) 13 6

Persistent at-risk-of-poverty rate 2 1

Relative median poverty risk gap 19 5
Share of the population in (quasi-) jobless households 19
Severe material deprivation rate 16

At-risk-of-poverty rate 9

a
Atrisk of poverty or social exclusion 13 4
T

r T T
-25 -15 -5 5 15 25
Number of Member States

Source: Social Protection Performance Monitor

Note: |) Latest data available for Ireland refers to 2012 and changes are presented for the period 2008-2012 only; ii)
Major break in series in 2013 in ES for income variables in EU-SILC, so longer term changes are presented for the period
2008-2012 only; iii) For UK changes in the survey vehicle and institution in 2012 might have affected the results on
trends since 2008 and interpretation of data on the longer term trend must therefore be particularly cautious; iv) For ”
the ‘persistent at-risk-of-poverty rate” most figures are for the change 2008-2012, but where figures for 2013 are
available (AT, CZ, DK, EE, FI, HU, MT and SI) the changes 2008-2013 are used.

Figure 68 shows the number of key social indicators included in the SPPM dashboard for which a
given country has registered a statistically significant deterioration over the period 2008 to 2013.
The Member States with the most worrisome outcomes are CY, EL, ES and SI with deterioration on
15 indicators or more. At the other end of the scale, AT, CZ, DE and FI have only registered
statistically significant deterioration on 4 or fewer indicators.

140

www.parlament.gv.at



Figure 68. Number of SPPM key social indicators with a statistically
significant deterioration between 2008 and 2013 by Member State

No. of deteriorating SPPM indicators 2008-2013

18

Source: Social Protection Performance Monitor

Note: |) Latest data available for Ireland for EU-SILC based indicators refers to 2012 and changes for those indlicators
refer to the period 2008-2012 only; i) Major break in series in 2013 in ES for income variables in EU-SILC, so longer term
changes for EU-SILC based income indlicators refer to the period 2008-2012 only; iii) For UK changes in the survey
vehicle and institution in 2012 might have affected the results on trends since 2008 and interpretation of data on the
longer term trend must therefore be particularly cautious, iv) The bars refer to the number of SPPM indictors which have
registered a statistically significant deterioration between 2008 and 2013 (for ‘persistent at-risk-of-poverty rate” the
period covered is instead 2008-2012 due to data availability).
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Views of the European Social Partners

on the social situation in the EU

Ssoenl commanis

—— m

* UEAPME, the Eucpesn fssocsbion of Crefls and SMEs, weicomes the n-deglh anslys= of sccsl policy
challenges and rends of fre SPC repodt, which complements other publicabions, such as the amnual Joint

Srgioyent Rapod.

¢ The economic recovery sl remains fragie with weak and uneven sgns of growih, and high unemployment
leveis, incuding nolsbly longdeem unemployment. I= reisbor b ths, poverty and socel exdhusion have rsen
over the past few years in most Member Stales, which bensisies ink e progress in reaching the EU's
sccs povedy iemgel.  Fusher effords ave needed by Member Sistes in ine with e risgreied appmach of e
Arrusl Growth Survey on boosiing imvesiments, stuchural reforms and growis-frendly fiscal resporsibiiy.

*  The findings show thet those courlres with le== segmenied lsbour markels, soid ndusieel relafions and
“strong’ weffare sysiems have lended b fare betier dusng the crsis. However, we consder thet moe oans
should be pd on efiediveness, eficency and susisinsbilly of socal prolecion spending, since meny

courtres s sfedied by ighier tudgets and Revve ic achewe tefier resulls wil fewer nesources.

sasdfe momeds

o UEAPVE agrees that shuchursl long-tevm unemployment which has been exacerbeled by the oisis i= & major
drver of noreasing bends i povedy and socal excusion. In fact, § has more e doubled since 2008, and
i= confinuing fo ree with the womying phenomenon of “very-long tem unemployment’, ie. over tao years
consiiuiing sbout 60% of the boinl long-iem unemployed.  This bears » significant risk of indwidusis not

reluming fo the labour marist st all

* SMEs pley & vinl role or job creston and conlrbuting o socal cohesion &t local level. On the demand sde,
futher effios s needed b cresle & moee favousble business enaonment induding n relefion o
employmesd reguision, and suppot mvesiments for smal enfteprises n accondance wilh the Juncker
invesiment Plan. On e supply sde, wok needs b be made more sbrechve. DOwerme confraciusl
amangements are & siepping sione info the lsbour masket.  Winges should be in fine with producily and
fmes shiled from lsbour. Non-wage lsbour costs should be reduced n pasiiculer for low-skiled or low-pad

workers, and hose sfiacied by in work-povesty b provide ncerves bo stsy in wosk.

s Indraduslly targeied Actie Lsbour Market Polices policies, induding esdy achvaion, are vilal b cater for
difierent groups.  However, the report shows differences in fhe EU, for example thal only & number of
Member Siates is iniong o accourt the needs of those futhest from the labour markel. We befieve this

snould be exiendad o all Membper Sisjes

WAECM [ | TOOMOME FLRCPTTNAE 2L ACOLES OF LAUAMGETUMT &- B 0R IRLELUTS
T <0 00 20 78 TAX «T 5 200 TSN - AL riaguemprm cor
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ALMP rmeed io be implemented n an imiagreiive manner with welunchoning public employment sesaces and
enabling suppodt sesvices, such as chidcare cr renspot. ALMP should aiso focus on maiching labour supply
and demand by helping unemployed b be reraned and i acquire sidls needed on the lsbour markst. In ths
respect we welcome thet the role of sccsl pariners has been idenified &= one of fe key success fedos
regarding coopersbor wi rievant aciors i fackle lstour maset bamer and hence achieve more nclusve
lsbour markets.

15.9% of sl young people are not in employment, education or beining, and they are also ot highest sk of
poverty among all age groups. They are aiso much lkely fo have low levels of educaion, compared o ther
age cohot. iz fws wgent o speed-up mplemenision of e Youh Guareniee and the Youlr Employment
infsbve. UEAPME shesses faf 1 requres addwessing adminisieive bolleredc, possible pe-francng
i=sues, and corbruous reforms of labour markets and education and teining sysiems, in order o improve
basc sids, facke sidls mameiches, and ensum & gresier foaus on leeming ouicomes in line with lsbowr
market needs.

In this comlext, EU s0cal periners have adopled fheir fist mplemenisbion mport on fhe Framewosk of AdSons
on Youlh Employment! | which demonsisles & wide mnge of sccisl painer achvibes on promoling leaming,
fransiions, employment and enbreprensussinp for young peogie. On a posifive nole, some progress hes been
acheved i lowssrg early school lesvng.

A= hnghiighied in the repor, there & & posive link bebween humen capial, producivily and growdh. In owr
view, socel proleciion policies should themdom futher mgrove bhe Ink ko emhancing skils and compelences
across fre ecyde, incuding fo preverd exchusion.  Qualily vocarional beining and wosk-based lesming, also
&l & higher level, have proven i cliisle rensiions fom educsiion fo the lstour market, and more should be
dore bo suppodt SMEs == key prowders of appreniicesinps, work-based and imfcrmal leaming.

& higher efiechve refrement age On persions, fndings show trat Member Steles have had some success n
befdier iaciding eady Isbowr merket exis and inking rebrement age b longevily, which also helps o promote
the adequacy and sustanabily of persicns. Yel more emphass should e on shengthering the development
of ocoupstonal persions and complementary prvate savngs o ensure & more adequels refrement income
spread aceoss pilars, 2= wel as providing inceriives for companies io adapl morpiaces.

The Ewcpean Socel Fund pleys an imposant role in fscking socal excusion. The report could Be
complemenied wih good peaciices of how Member Sinfes are eficerdy using i for faciiating e efiechie

reniageion of people info the lsbour merket.
oamans

WAETM I L TCOMOME MLACPTINGG -0 ACOUES O LAAMGS M & - 0V C IRLDE LIS
T O O0T0™E- T4 505 IX T - Caal niauegrs o
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EUROPE
= - I

General economic and social situation

BUSINESSEUROPE shares the analysis in the SPC report that there is a slight improvement
in the overall economic and social situation in the EU, however, whereas the report states
that there has been strong growth in some countries, overall the economic recovery lacks
momentum. Positively, the report states that there has been some growth in employment in
most member states. But in BUSINESSEUROPE'’s view, overall this is still weak. While
economic and employment growth continues at a slow pace, we are equally concerned about
continuing high levels of unemployment, particularly in the euro area and among young
people.

Differences remain between member states in terms of the resilience of their social systems
and labour markets to deal with the impact of the crisis. This is due to structural weaknesses
that already existed before the crisis. We agree that well-functioning and efficient welfare
systems, as well as effective industrial relations can have a positive impact. But in fact, what
really made a difference is where countries undertook labour market reforms before the crisis
— such countries, e.g. Germany, have fared better. Also, more recent structural labour market
reforms have paid off — as evident in the positive growth figures for Spain (+0.5% in the 3™
quarter of 2014), Portugal (+0.3% in the 3™ quarter of 2014) and Ireland, which experienced
the strongest Eurozone growth rate in 2014 - 4.8%. This compares with a 3% decline in
2008. There was also an increase in employment of 2% in Ireland last year.

Therefore, there should be more focus on structural reforms to increase growth and ensure
an employment-rich recovery. This is the basis for sustaining our already well-developed
national social systems. The priority is to build consensus on a European framework for
national labour market reforms. To achieve this, EU employment and social policies should
mobilise relevant actors, available resources and tools in a consistent policy approach aiming
to reach the 75% employment rate target by 2020.

The conditions need to be right for European companies to be able to generate
jobs, especially, as recognized in the report, since some groups (women, young
people, older workers) continue to be under-represented in employment. The
main issues to be addressed are unnecessary rigidities in labour law, excessively high
non-wage labour costs and skills mismatches. Reducing the tax burden on labour, including
targeted cuts in employer’'s social security contributions will encourage employers to hire
more staff. We welcome the Eurogroup common principles for reforms which recommend
reducing the tax wedge on labour and hope that this leads to concrete measures at national
level.

As well as facilitating job creation, we agree that labour market activation measures are
necessary. Despite costly employment policies, both in terms of passive and
active support, the EU underperforms in terms of activating the unemployed.
Further measures are needed to ensure that work is an economically attractive
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option compared to welfare benefits, especially for low- income earners, by reducing
the tax wedge on employment to avoid unemployment traps. We agree on the
importance of re-training workers to adapt skills to the labour market as well as
programmes tailored to the individual, in particular to avoid those becoming long-term
unemployed. Any new labour market activation measures should be accompanied by
efforts to reduce obstacles for those persons who have difficulties entering the labour
market, e.g. insufficient flexibility of employment resulting from special or enhanced
protection, from dismissal and excessive red tape.

We agree on the urgent need to tackle youth unemployment, but also the rising number of
NEETS, to avoid losing an important contribution of human potential to the labour market. We
note that whilst long-term unemployment for young people is often linked to a lack of
gualifications and skills, the crisis has also increased the difficulties of young people with
medium or high level qualifications. This highlights the ongoing problems of skills mismatch
and lack of jobs. It is also no surprise for employers that overall vocational education
systems with a strong component of work-based learning have been more successful in
supporting young people in their transition from education and training to work.
BUSINESSEUROPE is leading a project that aims to explore the business case for
apprenticeships by focusing on the cost-effectiveness of apprenticeship schemes in the ICT,
commerce and engineering sectors.

Positively, there has been an increase in the employment rate of older workers, rightly
recognizing that this is partly due to incentives to work longer, including tax and benefit
reforms and financial incentives. Further improvements are possible and desirable, in
particular in some countries — the EU could usefully facilitate learning between member
states on this. We confirm that the increase in the employment rate is also due to the
contribution of age management policies in companies.

Social protection systems

It is important to recall that social spending in Europe is high in global comparisons. We
agree with the analysis that there are large differences between member states in the
effectiveness of social spending, for example in alleviating poverty. More targeted and
efficient use of social spending at national level should therefore be encouraged. It is also
important to bear in mind the lack of access and take-up of social benefits in some cases,
due to administrative complexities and lack of information.

As identified in the 2015 Annual Growth Survey, social protection systems need to be
modernised to effectively and efficiently address labour market exclusion. As highlighted in
the SPC report, social protection systems need to provide a combination of well-designed
adequate income support, which does not result in unemployment/inactivity traps, quality
enabling services and activating measures.

Social protection schemes have acted as automatic stabilisers during the crisis. At the same
time, the fact that the crisis has endured puts pressure on these systems and national
budgets. Reducing unemployment helps to alleviate this pressure, through less use of
unemployment benefit and social assistance schemes. In terms of reducing budget deficits, it
is positive in 2014 that around 2/3 of member states recorded a persistent decrease in the
number of unemployment benefit recipients compared to 2013, although, clearly this has to
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be looked at in terms of the number of those people entering employment, rather than
moving into social assistance schemes.

Minimum income schemes act as a last resort and exist in almost all member states. It is
important that eligibility for such schemes is linked to availability for work and combined with
activation measures. This is the case in some member states: progress was made in Spain
with an employment activation programme agreed in collaboration with the Autonomous
Communities; there have been positive changes in the Czech Republic, Portugal and
Poland, where new instruments have been designed for certain groups and measures
introduced to improve the functioning of Public Employment Services. However, progress
has not been made in all member states and there is still a need to make systems more
efficient. The EU could usefully facilitate benchmarking and exchange of experience between
members states on this subject. Creating an EU framework in this area would not be
appropriate given the diverse design, eligibility, and benefit levels of such schemes.

Poverty

We note the lack of progress to reach the EU2020 poverty target. At the same time, it is
positive to note that the situation has improved in some member states. We note that this is
part of a more nuanced picture across the EU in terms of the social situation and living
conditions of the population. As has been seen throughout the crisis, those at risk of poverty
are mainly of working age. This shows the correlation with the number of (quasi) jobless
households and the rate of unemployment, as is also the case regarding a specific poverty
indicator - the rate of severe material deprivation.**> We also note the rise in in-work poverty,
although the situation is very different across EU member states. This shows the importance
of well-designed automatic stabilizers.

Poverty has a multi-dimensional nature, however ensuring access to employment remains
the best solution. Other policies are also important, for example ensuring education and
training systems equip people for the labour market. Reducing taxes on labour in particular
for lower skilled jobs and boosting productivity of less productive jobs can both help to
address in-work poverty and mitigate the increasing polarization of labour markets. When
considering the possible role of minimum wages to reduce poverty, member states need to
fully consider the impact on employment. High minimum wages create barriers to
employment in particular for low skilled workers, thereby reducing their job opportunities.

There are also differences between population groups — for example the situation of the
elderly has improved in relative terms. This is due partly to stable pension income -the
objective now must be to ensure longer working lives to make sure this is sustainable for
future generations.

Policy coordination

We are convinced of the value of monitoring the progress made in national reforms,
implementation of the EU2020 strategy, and of having a better understanding of social
developments. This monitoring should provide accurate information for member states to

152 DG ECFIN Economic Brief May 2014 (figure 5).
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adjust social protection systems, education and training systems and labour market
regulations, where they do not perform well. Social partners at EU and national levels should
be part of this monitoring process.

There are divergences within the EU, in terms of labour market policies and outcomes,
with more positive trends in some countries compared to others. The EU therefore has a
role in facilitating learning between countries, with the aim of improving the functioning
of labour markets across the board. To steer the reform process, the EU should set
up a fresh approach on benchmarking. The Social Protection Committee should
continue to provide a platform for such actions, through for example the in-depth
thematic reviews. The European social partners should be better informed about and where
appropriate involved in these activities.

For more information, see BUSINESSEUROPE brochure Future of Social Europe.
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European Trade Union Confederation (ETUC)

What is called a fragile or modest recovery of the economy is non- existent for millions
of European citizens and workers still unemployed and / or in precarious working and
living conditions. It is premature to speak of the (social) crisis being over while
unemployment is still unacceptably high, long term unemployment is becoming
increasingly structural, and poverty is still on the rise. This will lead to more political
instability and unrest. The Greek election results clearly showed that a new Path for
Europe is needed - something the ETUC has been calling for over the past few years.

The actual SPC report takes stock of the social situation in Europe as does the latest
Employment and Social Developments Report 2014.

The ETUC shares the bleak picture drawn there as well as most of the concerns
expressed in this report. In addition the ETUC would like to take the opportunity to
complement and underline the following aspects:

Economic forecast and labour market prospects

The actual forecast underestimates the risk of deflation. An ambitious investment plan
is needed to fight stagnation or deflation and generate employment in Europe.
Reforms need to focus on quality jobs, raising wages and improving skills.

Europe needs strong social investments. Social protection systems must not merely be
reduced to instruments of adjustment in the context of fiscal consolidation. They serve
another purpose mainly in providing a safety net, stabilising living conditions,
reducing poverty and the at-risk-of-poverty rate and contributing to aggregate
demand. They are also important for activation and support measures for people to
find their way into or back into work. It is worth making the link and quoting the
actual ESDE 2014 report: ‘People receiving unemployment benefit schemes have a better
chance of taking up a job than non-recipients and that adequate and widely available
systems of income support do not prevent or discourage returns to employment...
Research also shows that receiving adequate income support also provides workers with
enough time to search for a job matching their skills and/or to strengthen those skills
where necessary.’ (ESDE, 2014, p. 27)
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The ETUC proposes for example that social investment, for example in education,
training, research and development, should be excluded from the calculation of public
deficit and debt within the Stability and Growth Pact.

In-work poverty and access to ALMP

Long term (youth) unemployment is becoming an increasingly worrying trend in
Europe which leads to a lot of negative consequences for the individual and society as
a whole, not only in the short term but especially in a long term perspective and over
an individual life span. Both the SPC report and the ESDE 2014 report effectively
illustrate these detrimental effects. From an ETUC point of view it is necessary to
highlight the fact that the jobs created in the last quarters are mainly temporary
contracts and that the rise in involuntary part time work is considerable. This points
directly to the fact that job quality in Europe has dramatically deteriorated. Therefore
the ETUC calls on policy makers to place job quality, not just quantity, back on the
agenda. All proposed EU economic governance measures must be assessed for their
impact on employment and job quality, as well as their social impact.

Europe cannot afford to become ‘competitive’ via low wages, job insecurity and
precarious employment.

In-work poverty is the driving force behind increased poverty in general. “ETUC/ETUI
observed over the last five years the highest risk of poverty remains with households of
single parents. However the AROP indicator increased substantially for households of
single persons and of two adults without children, pointing to the fact that households of
relatively young people are faced with the deterioration of their labour market prospects
in prime working age.” (Benchmarking Working Europe, 2014 p.49)

From a gender perspective there is an urgent need to assess poverty and in-work
poverty not only at household level but also on an individual level because this leads
directly to a variety of further questions related to access to social protection systems,
eligibility criteria for active labour market instruments, adequacy of pension
entitlements and so on. The question may be raised whether a concept of gender
accounting over a working life could be considered a way forward to assess policy
options and measures. The ETUC also supports the call from Employment and Social
Affairs Ministers in the June 2014 Council Conclusions on "Women in the economy:
economic independence from the perspective of part-time work and self-employment”
for a pillar on gender equality within the Europe 2020 governance framework.

Active Ageing

The Active Ageing Agenda must be pursued at national and European level. Exchange
of policies that work is crucial. The policy focus however should not be on extending
the legal pension age but on how older workers can be assisted to remain in
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employment up to their pensionable age (raising the effective retirement age). This is a
point which the SPC has already raised in previous documents and which the ETUC
fully supports. Employers and their representative organisations play an important role
in changing the attitude towards older workers in the labour market. It is also
important to take into account work preferences of working men and women over 50
years old. Evidence exists already. It is time to start social dialogue at all level to move
our societies in such a direction that enables longer working lives in good health.

Minimum Income

The existence of adequate minimum income schemes proved to be an important
stabiliser throughout the crisis. The ongoing discussion, the research carried out so far,
the OMC on this topic are important factors to further develop such systems or to
introduce them in countries where they do not exist. The ETUC is in favour of a
European approach to set common principles and create a social standard for
minimum income schemes.
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Definitions and data sources

Indicator

Definition

Data source

At risk of poverty or social
exclusion rate

The sum of persons who are: at-risk-of-poverty or severely
materially deprived or living in quasi jobless households
(i,e.with very low work intensity) as a share of the total
population

Eurostat — EU
SILC

At-risk-of-poverty rate

Share of persons aged 0+ with an equivalised disposable
income below 60% of the national equivalised median
income. Equivalised median income is defined as the
household's total disposable income divided by its
"equivalent size", to take account of the size and composition
of the household, and is attributed to each household
member. Equivalisation is made on the basis of the OECD

modified scale.

Eurostat — EU
SILC

Severe material
deprivation rate

Share of population living in households lacking at least 4
items out of the following 9 items: i) to pay rent or utility bills,
ii) keep home adequately warm, iii) face unexpected
expenses, iv) eat meat, fish or a protein equivalent every
second day, v) a week holiday away from home, or could not
afford (even if wanted to) vi) a car, vii) a washing machine,
viii) a colour TV, or ix) a telephone.

Eurostat — EU
SILC

Share of population(0-59)
in (quasi-) jobless, i.e. very
low work intensity (VLWI),
households

People aged 0-59, living in households, where working-age
adults (18-59) work less than 20% of their total work potential
during the past year.

Eurostat — EU
SILC

Relative poverty risk gap
rate

Difference between the median equivalised income of
persons aged 0+ below the at-risk-of poverty threshold and
the threshold itself, expressed as a percentage of the at-risk-
of poverty threshold.

Eurostat — EU
SILC

Persistent at-risk-of-
poverty rate

Share of persons aged 0+ with an equivalised disposable
income below the at-risk-of-poverty threshold in the current
year and in at least two of the preceding three years.

Eurostat — EU
SILC
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Income quintile ratio
580/520

The ratio of total income received by the 20% of the
country's population with the highest income (top quintile) to
that received by the 20% of the country's population with the
lowest income (lowest quintile). Income must be understood
as equivalised disposable income.

Eurostat — EU
SILC

At risk of poverty or social
exclusion rate of children

The sum of children (0-17) who are: at-risk-of-poverty or
severely materially deprived or living in (quasi-)jobless
households (i.e. households with very low work intensity
(below 20%) as a share of the total population

Eurostat — EU
SILC

Impact of social transfers
(excluding pensions) on
poverty reduction

Reduction in the at-risk-of-poverty rate in % due to social
transfers, calculated as the percentage difference between
the at-risk-of-poverty rate before and after social transfers

Eurostat — EU
SILC

At-risk-of-poverty rate for
the population living in
(quasi-)jobless (i.e. very
low work intensity)
households

Share of persons aged (0-59) with an equivalised disposable
income below 60% of the national equivalised median
income who live in households where working-age adults
(18-59) work less than 20%

during the past year.

of their total work potential

Eurostat — EU
SILC

In-work at-risk-of-poverty
rate

Individuals (18-64) who are classified as employed according
to their most frequent activity status and are at risk of
poverty. The distinction is made between “wage and salary
employment plus self-employment” and “wage and salary
employment” only.

Eurostat — EU
SILC

Long-term
unemployment rate
(active population, 15+)

Total long-term unemployed population (212 months'
unemployment; ILO definition) as a proportion of total active
population.

Eurostat — LFS

Youth unemployment
ratio

Total unemployed young people (ILO definition), 15-24
years, as a share of total population in the same age group
(i.e. persons aged 15-24 who were without work during the
reference week, were currently available for work and were
either actively seeking work in the past four weeks or had
already found a job to start within the next three months as a
percentage of the total population in the same age group).

Eurostat - LFS

Early leavers from
education and training

Share of persons aged 18 to 24 who have only lower
secondary education (their highest level of education or
training attained is 0, 1 or 2 according to the 1997
International Standard Classification of Education — ISCED 97)
and have not received education or training in the four
weeks preceding the survey.

Eurostat — LFS
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NEET (18-24)

Share of young people aged 18-24 not in employment,
education or training

Eurostat - LFS

Employment rate of older
workers

Persons in employment in age group 55-64, as a proportion
of total population in the same age group.

Eurostat — LFS

At risk of poverty or social
exclusion rate of the
elderly

The sum of elderly (65+) who are: at-risk-of-poverty or
severely materially deprived or living in (quasi-)jobless
households (i.e. with very low work intensity) as a share of the
total population in the same age group.

Eurostat — EU
SILC

Median relative income
ratio of elderly people

Median equivalised disposable income of people aged 65+
as a ratio of income of people aged 0-64.

Eurostat — EU
SILC

Aggregate replacement
ratio

Median individual pension income of 65-74 relative to
median individual earnings of 50-59, excluding other social
benefits>*

Eurostat — EU
SILC

Housing cost overburden
rate

Percentage of the population living in a household where
total housing costs (net of housing allowances) represent
more than 40% of the total disposable household income
(net of housing allowances).

Eurostat — EU
SILC

Share of the population
with self-reported unmet
need for medical care

Total self-reported unmet need for medical examination for
the following three reasons: financial barriers + waiting times
+ too far to travel.

Eurostat — EU
SILC

Healthy life years at 65

Number of years that a person at 65 is still expected to live in
a healthy condition. To be interpreted jointly with life
expectancy (included in the SPPM contextual information).

Eurostat

Change in real gross
household disposable
income (GHDI)

Real growth in gross household disposable income (GHDI).

Real GDHI is calculated as nominal GDHI divided by the
deflator of household final consumption expenditure.

Eurostat -
National
accounts

GDP growth/ GDP per
capita (in PPS)

Gross domestic product (GDP) is a measure of the economic
activity, defined as the value of all goods and services
produced less the value of any goods or services used in
their creation.

The calculation of the annual growth rate of GDP at constant
prices is intended to allow comparisons of the dynamics of
economic development both over time and between
economies of different sizes, irrespective of price levels.

Eurostat

Public debt

General government consolidated gross debt as a

percentage of GDP.

Eurostat -
General
Government data

153 pension income covers pensions from basic (first pillar) schemes, means-tested welfare schemes; early retirement
widow's (first pillar) and other old age-related schemes. Other social benefits includes: unemployment-related benefits;
family-related benefits; benefits relating to sickness or invalidity; education-related allowances; any other personal social
benefits. Work income includes income from wage and salary employment and income from self-employment.
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Persons in employment in age group 15 to 64 as a | Eurostat-LFS

Employment rate . S
Py proportion of total population in the same age group.

Unemployed population as a proportion of total active | Eurostat-LFS

Unemployment rate population aged 15 years or more.

The annual percentage of gross domestic product spent on | Eurostat -

social protection. Esspros
Social protection Social protection encompasses “all interventions from public
gxpendﬁure (by types of | or private bodies intended to relieve households and
risk) individuals of the burden of a defined set of risks or needs,

provided that there is neither a simultaneous reciprocal nor
an individual arrangement involved”.

Ratio between the total number of people aged 65 and over | Eurostat
and the number of persons of working age (aged 15 to 64).

Old age dependency ratio

Definition of the in-work at-risk-of-poverty rate

Individuals who are classified as employed, defined here as being in work for over half of the year
and who are at risk of poverty, i.e. live with an equivalised disposable income after social transters
below 60% of the national median equivalised disposable income.

In defining in-work (monetary) poverty, the income for people who are employed is calculated for
households, but the poverty status is assigned to the individual. This means that in-work poverty,
when measured, is influenced by both the total disposable income (including non-wage income)
and the household composition. The assumption of equal sharing of resources within households
(giving the so-called equivalised income) that underlies the definition of monetary income poverty
means that the economic well-being of individuals depends on the total resources contributed by
all members of the households. In this respect some income can move from one household
member to the other without affecting the actual income of the individual. Hence, measuring
attachment to the labour market at the level of households provides a better indicator of the
welfare implications associated with labour market status than individual employment rates.

Income/disposable income

Household income comes from different sources. Employment is generally the main source of
income but it is not the only one. Individuals may receive transfers from the state (e.g.
unemployment benefits, pensions, etc.); property income (e.g. dividends from financial assets, etc.);
and income from other sources (e.g. rental income from property or from the sale of property or
goods, etc.).

Employed

In EU SILC, people are defined as employed based on the self-declared economic status.
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Working full year/less than full year

Working full year corresponds to working during the total number of months for which
information on the activity status has been provided. Less than full year corresponds to working for
more than half, but less than all, the numbers of the months for which information on activity
status is provided.

Full-time/part-time working

This variable refers to the main job with the designation of full-time and part-time work as self-
reported by the respondent.
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