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1. Introduction

Labour market activities in the Member States of the European Union are usually monitored
on the basis of a few key indicators published and updated regularly by Eurostat. In partficu-
lar, special attention is usually given to the rate of unemployment, a measure on which Aus-
fria performs notably well as one of the countries with the lowest unemployment rates in the
Union.

However, focusing on a single key determinant captures only a certain, albeit essential, as-
pect of the labour market and its influence on the lives of its people. Employment opportuni-
ties and national labour markets are multidimensional in nature, as labour market institutions
and policies vary from country to country and each Member State faces individual chal-
lenges, strengths and weaknesses. Thus, a comparison of the labour market situations and
developments of the Member States of the European Union is complex. A European compari-
son of labour market activities is nevertheless important; it provides for a current overview of
the labour market situation across the whole of the European Union and serves as a basis of
more in-depth analyses.

The comparability of national developments has been facilitated by the definition and har-
monisation of key indicators as part of the European Integration, providing for the regular
availability of a wide range of information on various aspects of economic and labour mar-
ket developments. Such a broad view does, however, not allow for a quick overview of re-
cent developments in the different countries of the Union. The Labour Market Monitor is an at-
tempt to address these challenges. A team of experts from the Vienna Chamber of Labour
(AK) has been working with the Austrian Institute of Economic Research (WIFO) to develop a
monitoring system that condenses a large number of indicators into index scores representing
certain significant aspects of labour market development that can be compared at EU level.
The use of indicators that are available on a regular basis and comparable at EU level is in-
tended to facilitate regular updates of the indices and allow for monitoring developments
over fime.

In 2010, to redalise its aim of being able to more closely analyse a number of major labour
market-related aspects in a European context, the Vienna Chamber of Labour designed the
framework of the model in collaboration with the Austrian Institute of Economic Research,
identifying the following five key dimensions of the labour market, which define the basic
structure of the Labour Market Monitor:

Overall labour market performance
Orientation towards integration
Equity and continuity

Distribution of earnings

Distribution through the Welfare State

o~ o0Dbd -

These five dimensions, referred to as “areas” in our report, are disaggregated into a varying
number of sub-dimensions or “sub-areas”, measured by between 7 and 20 indicators.
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The basic framework of the model is shown in the figure below.

For each of the five dimensions an index is computed, i.e. the Labour Market Monitor consists
of five different indices, each of which is calculated for (essentially) all Member States of the
European Union. Each index can assume a value between 1 and 10, with 10 representing the

best and 1 the worst value.

Figure 1: Overview of the Labour Market Monitor Model: area indices and sub-areas

[
Overall Labour

[
Orientation

|
Distribution

Equity and i
Market towards (?on;%/nuity DiEscilrrir;Sigi;n WAL
Performance Integration (20 indicators) (8indicators) Welfare State
(7 indicators) (13 indicators) (10 indicators)
Employment Employment | Education | Income/Salary | 50<:|cB:| Pm:.fd'o"
(3indicators) (6indicators) (7 indicators) (2indicators) TSk
(6 indicators)
| Unemployment | Unemployment | Exclusion | D'sézl::ﬁoz of | AtRisk of Poverty
(1indicator) (4 indicators) (3indicators) 3 r'ndr'clcn%rs) (3indicators)
Economic Growth Labour Market q 0 Expenditure on
A g Childcare Working Poor .
— and Productivity — Policy — pa i — Education
(3indicators) (3 indicators) (Zigciceicl/ (Pincliesiien (1indicator)
L Health | Gender Pay Gap

(8indicators) (1indicator)

S: Eurostat, WIFO.

To allow for a Europe-wide comparison of labour market developments, a system of catego-
rizing countries into groups has been established, depending on the point value of their score
in the index. In the first classification scheme we suggest, countries are ranked in ascending
order and allocated to one of four groups of the same size, i.e. “top”, “upper middle”, “lower
middle” and "bottom” group. The second way of country categorization presented in this re-
port is to form clusters of countries in such a way as fo minimize the distance between the
countries point values within each group, while at the same time maximize the distance to
the neighboring groups.

The instrument of the Labour Market Monitor has a number of advantages. It provides for:

e the possibility of subsuming a number of complex economic, political and social inter-
relations under a few index values

e a comparability of national conditions, which can also provide the basis for bench-
marking

e fast and regular updates

e a descriptive overview which can serve as the basis for more in-depth analyses

& -

WIFO




However, index construction also poses challenges, such as bridging the gap between the
need to transform the multidimensional complexity of the labour market into a single metric
on the one hand and the aim to ensure the fransparency and usability of the information
subsumed on the other hand. Moreover, there is the danger of misinterpretations, which we
aim to counteract by

e providing for tfransparency of procedures, methods and documentation of data
¢ enhancing the informational content by categorizing and grouping countries and
e analysing five separate aspects of the labour market.

Also, when interpreting the data, we have to bear in mind that the index system is purely de-
scripfive in character, i.e. it has not been designed to provide evidence as to reasons for dif-
ferences between countries or changes over time. The indices can, however, serve to sub-
stantially facilitate the identification of problems and questions for further analyses.

The present report is based on the second update of the index, i.e. on data compiled up to
the year 2011.! The following chapter (chapter 2) briefly infroduces the individual area indices
and indicators. Chapter 3 illustrates the methodology applied in calculating the indices,
which relies on methods that have been used and tested in prior research work. It is also con-
cerned with the sources of data used and the data base to be updated and explains how
missing information has been dealt with. Key findings of the updated version and changes
observed in the categorization and rankings as compared to the previous year are the sub-
ject of chapter 4. The final chapter (chapter 5) offers a review of the preceding chapters. The
tables of appendix A contain all major results and steps of the calculation process. A detailed
overview of definitions, sources and availability of data can be found in appendix B. The re-
sults of the sensitivity analysis are presented in appendix C. Moreover, as in the 2011 report, an
appendix of data tables is included.

1 The index was first calculated in 2010 on the basis of data compiled up to and including the year 2008;
the first update of the Labour Market Monitor was issued in 2011 on the basis of data compiled up to
and including the year 2010.
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2. Five indices to monitor the labour market

The Labour Market Monitor consists of five separate indices referred to as “area indices” in this
report. In general, they capfture five core dimensions of the labour market. More specifically,
they can be viewed as special aspects of the labour market which constitute topics for re-
lated political discussion and debate.

The five areas remain separate, i.e. they are not aggregated or combined to form a single
index (Figure 2), reflecting the variety of areas and perspectives which are of special interest
and concern to the Chamber of Labour.

The five indices are constructed from indicators designed to represent the five underlying
core dimensions. During the index developing process, indicators were selected and as-
signed to the index on the basis of expert assessment.

2.1 Five dimensions of the Labour Market Monitor

The first two areas reflect two separate general aspects of the labour market. Area index 1
provides a measure on the “overall labour market performance” of a country in the context
of its general economic performance and is based on the usual key indicators, such as, e.g.
the employment rate. The "orientation fowards integration” index, i.e. area index 2, captures
the extent to which different groups of people are integrated into the labour market.

Figure 2: Overview of the five dimensions of the Labour Market Monitor

Ov erall Labour Market Performance (EU-27, 2011)
(7 indicators)

1

Orientation towards Integration (excl. LU & MT, 2011/2010)

(13 Indicators)
Labour Market Monitor 3 Equity of Access and Continuity (excl. BG & EE, 2011/2010/2009/2005)
"Area-Indices" (20 Indicators)
(58 indicators)
4 Distribution of Earnings (EU-27, 2011/2010)

(8 Indicators)

Distribution Welfare State (EU-27, 2011/2010/2009)
(10 Indicators)

Q: Eurostat, WIFO.

The third area index, constructed as a measure of “equity of access and continuity”, has
been designed to reflect the ability of a country to provide for equal access in terms of la-
bour force participation, an area where the level of education and the availability of care
services are undisputed key factors. Area indices 4 and 5 primarily illustrate disparities in in-
come from employment and public expenditure within the European Union, with index 4 pro-
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viding a measure on the “distribution of earnings” and index 5 (“distribution by the welfare
state”) on the degree of effectiveness of state infervention.

2.2 The indicators behind the Labour Market Monitor

Each index is based on a varying number of individual key indicators. Thus, e.g. the index re-
ferring to the “overall performance of the labour market” is made up of 7 indicators, whereas
the measure of “equality of access and continuity” is based on 20 indicators.

The following pages present the key indicators and explain the way they have been incorpo-
rated into the index. With some indicators, such as the unemployment rate, low values are as-
sociated with positive assessment, with other indicators, such as the employment rate, the
higher the value the better the performance.

Area index 1 is divided into 3 sub-areas, comprising a total of 7 indicators (for details, refer to
Table 1).

Table 1: Area index 1 —sub-areas and indicators

- Relationshi

Sub-areas All indicators to area p
Employment e  Employment rate (15-64 years old) +

e  Employment rate in full-ime equivalents +

e  Employment growth compared to the previous year +
Unemployment ¢ Unemployment rate (15-64 years old) -
Economic growth and . Real GDP per capita (Euro per inhabitant) +
productivity e Real GDP per capita (index 2001 = 100) +

e Labour productivity per person employed +

S: Eurostat. — Note: Column “Relationship to area”, positive relationship (+): the higher the indicator value the better
and negative relationship (-): the lower the better.

The sub-area of “employment”, comprising the three indicators of employment rate, full time
equivalent employment rate and “employment growth compared to the previous year”,
captures the proportion of working age population employed and the current development
of labour demand. Sub-area 2 (“unemployment”) is based on one indicator only, i.e. on the
percentage of working age individuals unemployed (unemployment rate, age group 15-64).
The third sub-area, “economic growth and productivity”, contains three indicators providing
insight info the factors determining the general economic performance of a country: “real
GDP per capita”, both in absolute numbers (€) and in terms of changes over time, and the
“labour productivity per person employed"”.

Area index 2 reflects three aspects of integration orientation within a labour market and em-
ployment system, represented by the subgroups of employment, unemployment and labour
market policy, and consists of a total of 13 indicators (for details, refer to Table 2).

WIFO A n
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Table 2: Area index 2 — sub-areas and indicators

R~ Relationshi
Sub-areas All indicators to area P
Employment e  Employment rate (25-44 years old) +
e Employment gender gap') (25-44 years old)
e  Employment rate (55-64 years old) +
e  Part-time employment, main reason: Could not find a full-time job -
e  Temporary employment, main reason: Could not find a permanent job -
e Employment gender gap') (15-64 years old) -
Unemployment ¢ Unemployment rate (15-24 years old) -
e Unemployment rate (55-64 years old) -
e Long-term unemployment rate (15-64 years old) -
e Long-term unemployment rate (55-64 years old) -
Labour market policy e  Public expenditure on (active) labour market policies as a percentage +
of GDP
e  Public expenditure on labour market policies as a percentage of GDP +
per % unemployed person
e  Participants in active labour market policy measures/interventions as a +
percentage of the labour force
S: Eurostat, WIFO calculations. — ') Employment gender gap = employment rate of men minus employment rate of

women. Note: Column “Relationship to area”, positive relationship (+): the higher the indicator value the better and
negative relationship (-): the lower the better.

Sub-area 1 covers employment rates for people of different age groups, i.e. prime-age em-
ployment rates (age group 25-44) and employment rates for older workers (age group 55-64).
It also comprises indicators referring to the gender gap in employment, to involuntary part
fime and involuntary temporary employment. Moreover, sub-area 2 focuses on the structure
of unemployment and the unemployment rates for people of different age groups, such as
youth unemployment, unemployment rates for older workers, long-term unemployment rate
and long-term unemployment rate for older workers. Public expenditure on active labour
market policies (“as a percentage of GDP” and as “a percentage of GDP per % unemployed
person”) and the degree of active labour market policy in terms of participation in labour
market measures constitute sub-area 3.

Area index 3 is made up of twenty indicators on “equity of access and confinuity”, with the
implicit assumption being that, across gender lines, equity and opportunity are primarily
based on the four dimensions of education, exclusion, child care and health (for details, refer
fo Table 3).

The sub-dimension of education refers to indicators reflecting the level of education and the
degree of participation in further education. The sub-dimension of exclusion contains two in-
dicators focusing on individual care obligations and the extent of inactivity, whereas the
scope of infrastructure provided by a country to support families in the care of their children is
captured by the third sub-area, childcare. Finally, the sub-category of health comprises a
number of indicators on the overall health condition of a country’s population, especially on
the health condition of its employed population.

WIFO A n
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Table 3: Area index 3 — sub-areas and indicators

Relationship

Sub-areas All indicators to area

Education e  Early leavers from education and fraining -
e  Population (25-64 years old) with low educational attainment (max. -

secondary level 1)
e  Population (25-34 years old), with low educational attainment (max. -

secondary level 1)
Population (25-64 years old), with tertiary educational attainment +
Population (25-34 years old), with fertiary educational attainment +
Life-long learning (Adult participation (25-64 years) in education and training) +
Percentage of employees participating in continuing vocational training +

Exclusion

Inactive population (Out of labour force): Main reason care responsibilities -
Part-time employment, main reason: Care responsibilities -
Inactive population (Out of labour force) -

Childcare

Formal child care (children less than three years) from 1 to 29 hours weekly
Formal child care (children less than three years) 30 hours or more weekly

L]
+ +

Health Number of fatal work-related accidents

Healthy life years at birth - women

Healthy life years at birth — men

Healthy life years at the age of 65 -women

Healthy life years at the age of 65 -men

Employed persons with disabilities

Self-perceived limitations of employed persons (severe + some limitations)
Self-perceived health of employed persons (very good + good)

e o o o o o o o
T

S: Eurostat, WIFO calculations. — Note: Column “Relationship to area”, positive relationship (+): the higher the indica-
tor value the better and negative relationship (-): the lower the better.

Area index 4 refers to the four sub-areas of income/salary, earnings distribution, working poor
and gender pay gap, constfituting a measure of the absolute level and distribution of earn-
ings (Table 4). Made up of a total of eight indicators, it provides a view of the average level
of earnings, the functional and personal distribution of primary income (“*compensation of
employees as a percentage of GDP”, “income quintile share ratio”) and the taxation on la-
bour. Also included are gender-related income differentials as well as rates of low-wage
earners and working poor.

Table 4: Area index 4 — sub-areas and indicators

Sub-areas All indicators Relationship
to area
Income/salary ¢  Nominal wages per employee in PPS +
e Compensation of employees per capita in PPS +
Distribution of earnings ¢  Compensation of employees as a percentage of GDP +

e Inequality of income distribution — income quintile share ratio -
e Taxes onlabour as a percentage of total taxation -

Working poor e  Working poor -
e  Proportion of low wage earners (proportion of all full-ime employees) -
Gender pay gap . Gender pay gap -

S: Eurostat. — Note: Column “Relationship to area”, positive relationship (+): the higher the indicator value the better
and negative relationship (-): the lower the better.

Area index 5 captures issues of social welfare and transfer (Table 5), with a total of ten indica-
tors providing measures of, among others, the extent and structure of social protection bene-
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fits (as a percentage of GDP) and the effects of public intervention in terms of at-risk-of-

poverty rates.

Table 5: Area index 5 — sub-areas and indicators

Sub-areas

All indicators

Relationship
to area

Social protection benefits

At-risk-of-poverty

Expenditure on education

Social protection benefits as a percentage of GDP

Sickness/health care

Disability

Old Age

Family/children

Unemployment/unemployment rate

Other functions (survivors, housing, social exclusion)

At-risk-of-poverty rate after social transfers
Improvement in the rate of at-risk-of-poverty through
fransfers

Relative median at-risk-of-poverty gap

Total public expenditure on education as a percentage
of GDP

+ o+ 4+ o+ o+ o+

+

S: Eurostat, WIFO calculations. — Note: Column “Relationship to area” Positive relationship (+): the higher the indicator
value the better and negative relationship (-): the lower the better.
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3. Data sources and methodology

From a methodological perspective, the process of index creation implies dealing with
indicators of different scale and units. This is why methods of normalisation and
standardization, as well as weighting play a significant role in index construction.

By comparing different viable weighting options and by analysing the response of the indices
fo the exclusion of individual indicators, the robustness of the indices to different ways of
weighting and selecting indicators was tested by way of sensitivity analysis (cf. Haas et al.,
2010).

In addition to ensuring methodological transparency, the selection of indicators which are
internationally comparable and regularly available is also aimed at providing for index
construction which is replicable and reproducible.

3.1 Sources of indicators

With two exceptions, Eurostat indicators form the basis for the calculation of the area indices
which allow for a comparison of the labour market situation in the European Union.2 For an
overview as to the sources of indicators, refer to Figure 3 below.

Figure 3: Overview of the data sources used in each area indices

EU-LFS @ NAS
EU-SILC
NAS DG
TAXUD
EU-LFS LMP
SES
HLY?)
EU-LFS ESSPROS @ EU-SILC
CVTS3
UOE
EU-SILC ESAW
S: Eurostat, WIFO. — 1) Area index 3: HLY (healthy life years) = structure indicator “Healthy life years” is made up of

data on mortality (demographic database) and the self-assessments of disabilities (EU-SILC).

2 The only indicators not taken from the Eurostat database are the indicators “employment rate in full
time equivalents” of area index 1, which is based on a special analysis of the Labour Force Survey and
“taxes on labour” of area index 4, which refers to “Taxation Trends in the European Union, 2012".
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3.2 Reference period for the data analysed

This year's report constitutes the second update of the Labour Market Monitor first validated
and implemented by the Vienna Chamber of Labour in 2010 (Haas et al., 2010), with the
calculation of the area indices primarily based on data from 2011 and 2010.

Only a few indicators relevant to the calculation of the indices, such as the Structure of
Earnings Survey (SES) and the Continuing Vocational Training Survey (CVTS) are not attained
annually and therefore incorporated into the calculations on the basis of the most recent
year of their availability. A detailed description of the reference period of all area indices can
be found below. Where these periods vary in the individual Member States, the differences
are pointed out accordingly. For the tables providing an overview of the coverage of
publicly accessible indicators for the 27 EU Member States, refer to appendix B (tables 16-20).

Area index 1 is based on data from the year 2011. Only for Bulgaria, Poland and Romania,
data for the calculation of indicators 5 and 6 on the real per capita GDP is based on the year
2010.

With the exception of the information provided on active labour market policy, which is
based on data from 2010 and - in case of the United Kingdom - from 2009, the index
reference period for the “integration fowards orientation” index, i.e. area index 2 is 2011.

Area index 3 is based on data from 2010 and 2011 with data on vocational further training
being based on 2005 and data on fatal work-related accidents on 2009 or 2007 respectively
(with the latfter referring to Greece). The reference period for indicator 9, “part-time
employment, main reason: care responsibilities”, is 2011 with the exception of Lithuania and
Latvia, where data are based on 2009.

The reference period for area index 4 is 2010 or 2011 respectively, with individual differences
in some EU Member States: for Spain, the reference period for the indicator on “nominal
wages per employee” is 2010, and for Portugal, 2009, as compared to 2011 for all other
Member States. For Ireland, Greece, France, Italy, Cyprus, Slovakia and the United Kingdom
calculations of the income quintile share ratio and the rates of working poor are based on
data from 2010, with Bulgaria’s period of reference for the former being 2010 as well, while for
the remaining States it is 2011. In addition, while information on the proportion of low-wage
earners is based on data from 2010 for all other Member States, it is 2006 for Greece. Data on
the gender pay gap are from 2008 for Greece and Estonia, while they are from 2010 for all
other States.

Area index 5 is primarily based on data from 2009, with “total public expenditure on educa-
fion as a percentage of GDP” for Greece and Luxemburg being based on data from 2005
and 2007 respectively. By contrast, data on the working poor indicator are primarily based on
2011, with a reference year of 2010 for Ireland, Italy, Cyprus, Slovakia and the United King-
dom.
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3.3  Missing values

Not each of the indicators has coverage for all of the 27 EU countries or for the most recent
year. Where individual annual values are missing, attempts have been made to replace
them by data from the previous year. In a few cases, where this data is not available either,
no index value has been computed: Malta (MT) and Luxembourg (LU), where no fime series
data on the unemployment of older persons is available (as for previous reports) are not in-
corporated info the calculation of area index 2, “orientation towards integration*. Equally,
the calculation of the “equity of access and confinuity” index, i.e. area index 3 does not in-
clude Bulgaria (BG) and Estonia (EE), as data on indicator 9, i.e. on part-time employment
due to care responsibilities, has not been available.

3.4 Modification of individual indicators

For the present update, a few indicators have been modified as follows: Whereas for Labour
Market Monitors 2010 and 2011 indicator 6 on the "“real GDP per capita” of the labour market
performance index, i.e. of area index 1, was calculated on a base year of 2000=100, this indi-
cator has now been computed on a 10-year base period (year of 2001=100).

Also, for the “orientatfion tfowards integration” index, i.e. for area index 2 the concept of
“older workers” has been unified to denote the 55-64 age group for all three indicators meas-
uring the employment, unemployment and long-term unemployment rates of older workers
(indicators 3, 8 and 10).

By contrast, in the previous publications, the concept of long-term unemployment rate was
defined to refer to the 50-64 age group, whereas the employment and unemployment rates
were defined to refer to the 55-64 age group.

3.5 Index methodology

Index construction is a sequential process. Following the selection of indicators, methods of
normalization and fransformation are applied to bring indicators fo a common scale. Weight-
ing is designed to ensure a balanced representation of individual indicators3 and finally, ag-
gregation serves to combine the indicators info a final index. Essentially, there are four main
developmental stages in the process of index construction, followed by sensitivity analysis.

Variable
MNarmalisation

Sensitivity

Transformation Welghting Aggregation Analysis

3 Cf. Haas, S., Lutz, H. Mahringer, H. and RUckert, E., Implementierung and Testung des “Arbeitsmarkt-
monitors der Arbeiterkammer Wien" Wien, 2010
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1. Variable normalization:
The purpose of normalization is to bring indicators with different measurement units (e.g.
percentages or amounts of currencies) fo a common scale. The technique applied in our
research is referred to as min-max scaling, where the difference between each value and
the minimum value is divided by the range.

2. Transformation:
The standardized indicators are tfransformed into a scale ranging from 1 to 10.

3. Weighting:
The process of weighting, applied to ensure a balanced representation of all indicators,
uses the standard deviation of the individual country values from the mean value.
Weighting factors are computed on the basis of a change of one percentage point in
the standard deviation of an indicator.4 In case, e.g. the standard deviation is high, the
weight decreases accordingly, thus making sure that indicators with a higher variation are
not represented disproportionately higher or exert a higher influence on the overall area
index.s

4. Aggregation:
Finally, the values derived as a result of steps 1 to 3 are summed up for each area index
and standardized and fransformed again, thus aggregating the individual indicators to-
gether to create an index number for each country and each dimension.

Finally, to assess the robustness of our results and the reliability of our model, we performed
sensitivity analysis, comparing our original methodology to alternative configurations. Thus,
we varied the time of reference, did calculations on the basis of the sub-indices and ex-
cluded individual indicators to observe the response of the model to these modifications. For
further details on sensitivity analysis, refer to appendix C.

4 W = 0,01/0 M
Z?:Ll 0;01/096'?

5 In addition to the method illustrated above, the ranking of the individual Member States with respect
to the different area indices was computed in additional ways: Firstly, discussion-based area divisions,
i.e. subareas were used to create weighted sub-indices and, secondly, the calculations were carried
out on the basis of the indicators from the previous year. Moreover, individual indicators were excluded
as described in appendix C. As these data have been partly revised, some of the area indices calcu-
lated on the basis of data from the previous year might differ from last year’s publication, i.e. from the
Labour Market Monitor 2011. For the results of these calculation methods, refer to figures 21-27, appen-
dix C. For a more detailed description of the calculation processes, refer to chapter 5 of Haas et al.,
2010.
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3.6  Country categorization

On the basis of the index scores calculated as described above and the ranking and distribu-
fion of the Member States derived therefrom, the 27 EU members are allocated to one of four
groups of countries, i.e. classified in four categories. For detailed results of this categorization,
refer to chapter 4.2, "Key findings by area indices”.

The group classified as “top” includes those European countries whose scores are in or above
the 75th percentile. Group two is located between the median and the area below the 75th
percentile, thus constituting the “upper middle"” part of a respective labour market area. The
third, or “lower middle” group, covers the area between the 25th percentile and the 50th
percentile. Finally, the group classified as “bottom” comprises those countries whose scores
are lower than the 25th percentile of the distribution. Categorizing countries in this way also
allows for a comparison with the previous year. Thereby, not the changes in rankings but
rather the categorization of the Member States in terms of the four groups of the distribution
as described above are evaluated.

However, when forming four same-size groups, differences in the point values between
neighbouring groups can be very small, with countries scoring very close to each other. Thus,
a counftry’s position could, e.g. be only slightly above the median whereas another country’s
position might be only slightly below it. Still the former would be classified as “upper middle”
and the latter as “lower middle”. This is why considering alternative ways of categorization
appears reasonable: countries can also be grouped or rather clustered in such a way as to
maximize the similarity of memlbers within each group, while at the same time maximizing the
dissimilarity between groups. In other words, countries are clustered in such a way as to mini-
mize the distance between the countries point values within each group, while at the same
fime maximize the distance to the neighboring groups. For details on this analysis, refer to
chapter 4.3 "Alternative representation of key findings by area index”.
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4. Key findings

4.1 Overview of key findings for Austria

As in the previous reports, Austria’s labour market position is above EU average in four of the
five areas described before. Particularly notable is Austria’s ranking above the 75th percentile
in the areas of “overall labour market performance”, “orientation fowards intfegration” and
“distribution through the welfare state” (for details, refer to Table 6), placing it among the
“top” countries of the European Union in these fields. Moreover, with an index value above
the European average, and above the median, Austria assumes a respectable “upper mid-
dle” position as far as the distribution of earnings is concerned. Its ranking in the area of “equi-
ty of access and confinuity” is, however, to be considered below average relative to the
other Member States of the European Union.

Table 6: Distribution of the point values of the area indices

Overall labour Orientation Equity of e -
et le 1-10 market fowards accessand  DSTEIOROr O re
istribution (scale 1-10) performance infegration confinuity 9

1 2 3 4 5
Austria 8.8 8.8 4.1 6.6 8.0
Mean 5.7 5.4 4.7 5.8 53
25% percentile 4.1 3.7 2.9 4.3 3.3
50% percentile 5.5 4.7 4.1 6.2 5.5
75% percentile 7.4 7.3 6.4 8.1 7.7
Standard deviation 2.3 2.4 2.3 2.5 2.5

S: Eurostat, WIFO calculations.

As compared with the results of last year's analysis, the Austrian index value has increased in
the areas of "overall labour market performance” and “orientation towards integration”. At
the same time, however, its distance from the European mean value has decreased, reflect-
ing, to some point, a general tendency observed as part of our findings: In both dimensions,
the standard deviation is lower as compared to the previous year, i.e. scores tend to be
more similar, implying a trend towards less heterogeneous countries.

Austria’s distance to the European mean has also decreased in the fields of earnings distribu-
tion and social welfare (area indices 4 and 5), with both index values having fallen more than
the respective European average. This has, however, not impacted upon Austria’s group rank-
ing in these areas. The standard deviation has also decreased in dimensions 4 and 5, i.e. the
heterogeneity of the point values across the Member States of the European Union is lower
than last year.

As for the factor of “equity of access and continuity”, i.e. area index 3, Austria’s index value
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has risen in comparison with the previous year. As, however, other Member States of the Euro-
pean Union have scored higher values than the ones reached by Austria, Austria’s position has
been affected in so far as it is now categorized “lower middle” as opposed to “upper middle”
last year. Its distance to the European mean has, however, remained the same.

The benchmark for Austria is illustrated in Figure 4 below.

Figure 4: Overview of the results of the area indices

Overalllabourmarket
performance

Orientation fowards

Distribution welfare state . .
integration

Equity of accessand

Distribution of earnings L
continuity

EU-Mittelwert

- = =Ostereich 75%-Perzentil

S: Eurostat, WIFO calculations.

The following sections provide for a detailed description of the findings for each of the five
area indices as computed on the basis of the most recent data available. The results are
mapped in figures 5-9.
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42 Key findings by area index

4.2.1 Areaindex 1 — Overall Labour Market Performance

Area index 1, i.e. the “overall labour market performance index” comprises seven indicators
representing the labour market performance of a country in the context of its overall eco-
nomic performance (for a description of raw data, please refer to Table 29 of the appendix
of data tables). The indicators subsumed under this index capture the following aspects:

e the extent of employment of the working-age population and the recent develop-
ment of the demand for labour as expressed in terms of employment rate, employ-
ment rate in full-time equivalents and employment growth as compared to the pre-
vious year

o the present level of unemployment, i.e. the unemployment rate

o the economic performance of a couniry, i.e. economic growth and productivity as
expressed in terms of real GDP per capita - both in absolute numbers (€ per inhabi-
tant) and changes over time - and in terms of labour productivity per person em-
ployed

Key findings of the second update

As in 2010, the 2011 highest score in the overall labour market performance index was
achieved by Luxembourg. And, again, the “top” group is constituted by small EU countries
and Germany. Following Luxembourg, the Member States of Sweden, Austria, Denmark, Fin-
land and the Netherlands score highest in this field (Figure 5).

The three top countries, i.e. Luxembourg, Sweden and Austria owe their rankings to different
strengths: Whereas Sweden assumes the top position in the sub-area of employment, Austria
ranks highest in the field of unemployment. Luxembourg’s top position is due to its outstand-
ing performance in the third sub-areq, i.e. in the field of economic growth and productivity,
with high levels of real GDP per capita, labour productivity and job growth and low levels of
unemployment. As for its overall employment rate, its employment rate in full-fime equivalents
as well as for changes in the real GDP per capita, Luxembourg's index values are, however,
only average in comparison with the other Member States of the Union.

With the exception of the “real GDP per capita” indicator, Austria assumes a top position on
all individual measures.

The remaining leading countries are clustered at the top end of the index. Germany comes
fourth, followed by Denmark, Finland and the Netherlands. The Netherlands assume a top po-
sifion for employment and unemployment rates but display weaknesses in the categories of

“"employment rate in full-time equivalents”, “employment growth” and “real GDP per capi-

ta”.

Estonia, the United Kingdom, the Czech Republic, Cyprus, Belgium, France and Sloveniaq,
coming behind the seven leading counftries, are categorized as “upper middle”. Estonia is
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second behind Sweden in the sub-area of employment but needs to catch up in the sub-
areas of unemployment, economic growth and productivity. Also performing poor on the last
two categories is Cyprus.

Figure 5: Area index 1 — Overall labour market performance

-

Area index 1

W< 4
< 55
< 74
Ml < 100

Note: The individual values make up the boundary for the next group (see Table 6): 4.1 = 25% percentile, 5.5 = 50%
percentile and 7.4 = 75% percentile.

S: Eurostat, WIFO calculations.
Slovakia, Lithuania, Poland, Malta, Ireland and Romania are positioned in the “lower middle”

field. While performing very strongly in the unemployment rate (15-64 years) category, Malta
has one of the lowest employment rates and, consequently, a high rate of inactivity. And
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Ireland, while raking second to Luxembourg on measures of economic growth and productiv-
ity, faces considerable weaknesses in the employment and unemployment categories.

The worst-performing countries by a large margin, with scores below the 25th percentile in the
area of “overall labour market performance” are Italy, Portugal, Hungary, Latvia, Bulgaria,
Spain and Greece, i.e. the four Southern European countries and the three new Member
States constitute the bottom category of the Union.

Changes over the reference period

As compared with the previous year, most changes can be observed at the bottom of the
field. Greece, having moved from “lower middle” to “bottom” in the category of “overall lo-
bour market performance”, ranks last in the table by a large margin, far apart from the re-
maining Member States of the European Union, thus assuming the place which was last year
taken by Latvia. In particular, Greece's position relative to other Member States has seriously
deteriorated in the employment rate category, causing Greece to rank last on this measure
in 2011 as well as in the area of “employment rate in full-time equivalents”. In addition,
Greece has also fallen further behind the other countries for “employment growth” and “un-
employment rate”, with the second highest decline in employment after Latvia in 2011 and
the second highest unemployment rate in the 15-64 age group after Spain.

Another Southern European country shaken by the financial crisis is Portugal, whose move to
the bottom group is primarily due to a relative deterioration of employment indicators.

Table 7: Country categorization — Overall Labour Market Performance (Area index 1)

Country categorization Labour Market Monitor 2012

Top Upper middle Lower middle Bottom
-
090 LU, SE, AT, DE, DK,
§ .g Top NL CY
=2
08)76 _ Upper middie Fi UK, CZ, BE, FR, Sl PL
-— Aé oy
OG0
;E Lower middle SK, MT, IE, RO PT, GR
= D
co
3 -8 Bottom EE LT IT, HU, LV, BG, ES
—

Country categorization
Labour Market Monitor
2012

LU, SE, AT, DE, DK, EE, UK, CZ, CY, BE,
Fl, NL FR, SI

IT, PT, HU, LV, BG,

SK, LT, PL, MT, IE, RO ES. GR

S: Eurostat, WIFO calculations. — Country categorization 2011 on the basis of updated values. Countries along the di-
agonal line shaded in grey have not changed the category. Countries below the diagonal line have moved down
the classification and countries above the diagonal line have moved up the classification. Data on country catego-
ries of Labour Market Monitor 2012 on the basis of 2011.

By contrast, Estonia and Lithuania have been able to considerably improve on core labour
market indicators. Ranking second to Sweden on the measure of employment, Estonia owes
its move from the “bottom” to the “upper middle” category primarily its progress in this sub-
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area of labour market performance, with top scores for *employment rate in full-time equiva-
lents” and the highest job growth rate observed across the EU in 2011.¢ Similarly, also Lithuania
has been able to move up to another, i.e. the “lower middle” group, due to a relative im-
provement of employment indicators. In contrast to Estonia, however, Lithuania remains
weak in the unemployment category with comparatively high unemployment rates.”

As for further changes in the group classified as "middle”, both Poland and Cyprus have
moved fowards a lower classification, with Cyprus changing from "“top” to “upper middle”
and Poland from “upper middle” to “lower middle”. It has to be noted, though, that both
countries had a relatively weak starting point. In Cyprus, the downward trend is primarily due
tfo weaknesses in the categories of “unemployment rate”, “employment growth” and “real
GDP per capita”,8 in Poland, due to weaknesses in area of “employment growth™. As for Pol-
and, however, the point value of its index number has markedly increased as compared to
the previous year?, i.e. the country’s transition to the “lower middle” group has been brought
about by more rapid improvements in other countries of the Union. By contrast, Finland,
which had a relatively favourable starting position in 2010, moved from “upper middle” o
“top” within a year because of relative improvements on the measure of unemployment and
comparatively high employment growth. In general, point values in the groups classified as
“top” and “upper middle” have become more homogenous as compared to the previous
year, whereas “overall labour market performance” values at the bottom of the categoriza-
fion tend to differ more markedly from each other, i.e. differences between "“top” group
countries have become relatively smaller and differences between “bofttom™ group countries
relatively larger, with individual countries such as Greece and Spain demonstrating a very low
performance as compared fo the remaining EU Member States.

¢ Estonia was already positioned in the upper middle field in 2007 and 2008. As, however, its “overall lo-
bour market performance” deteriorated considerably in 2009 and 2010, the country moved to the “bot-
fom" group.

7 Although Lithuania’s unemployment rate (15-64 age group) decreased from 18% in 2010 to 15.6% in
2011, the country sfill has the third-highest unemployment rate in the Union (based on 2011 and 2010
data).

8 Whereas employment growth (+0.5%) increased in Cyprus as compared fo the previous year (+ 0.1%),
this increase was low in comparison with other Member States, causing Cyprus to drop from the 10th to
the 14" place in the ranking.

? In Poland, employment increased by 1.0 % in 2011 as compared to only 0.4% in 2010. As, however,
employment figures were improving more rapidly in other countries of the European Union in 2011, Pol-
and'’s position as compared to other EU countries deteriorated, moving Poland down from place 7 to
11.
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4.2.2 Areaindex 2 — Orientation towards Integration

The second area index provides a measure of different aspects of “orientation towards inte-
gration”, i.e. it captures the degree to which a labour market and employment system is able
fo infegrate and include different groups of people. Comprising a total of 13 indicators (for
raw data, refer to Table 31 of the appendix of data tables), it focuses on the following aspects:

e the employment structure, i.e. employment rates of various age groups, employment
gender gaps, involuntary part-time employment, involuntary temporary employment

e the structure of unemployment or unemployment of individual groups, i.e. rate of
youth unemployment or older people respectively, long-term unemployment rate and
long-term unemployment rate for older people

o the activity level of active labour market policies, i.e. expenditure as a percentage of
GDP and as a percentage of GDP per % unemployed person and participation in la-
bour market measures

Malta (MT) and Luxembourg (LU) are not incorporated into the calculation of area index 2,
“orientation towards inclusion”, as there is no data available on the unemployment rate for
older workers, i.e. on the unemployment rate of age group 55-64 as well as on the long-term
unemployment rate of the same age group.

Key findings of the second update

Whereas Greece scores lowest on the measure of “orientation fowards infegration”, Denmark
comes first in the table for this category. As previous year, the group classified as “top” in this
dimension consists of small EU countries and Germany, comprising almost the same members
as the group leading in the area of “overall labour market performance”. Following Denmark,
the counftries of Sweden, the Netherlands, Austria, Finland, Belgium and Germany score high-
est in the "orientation towards integration” measure, with the countries placed second to
fourth, i.e. Sweden, the Netherlands and Austria, scoring very close to each other.

Austria manages to assume a top position in 8 out of 13 indicators, scoring best in the table of
EU countries in the three areas of prime-age employment rate (age group 25-44), involuntary
temporary employment and unemployment rate for older workers (age group 55-64). It fares
less well, however, as far as the employment rate for older workers (age group 55-64), the
overall employment gender gap (age group 15-64) and the prime-age employment rate
(age group 25-44) is concerned, where Austria is only classified “lower middle” in comparison
fo other EU countries. On measures of long-term unemployment for older workers (age group
55-64), "public expenditure on active labour market policy policies as a percentage of GDP”
and “participants in active labour market policy measures as percentage of the labour
force"” Austria is categorized as belonging to the “upper middle” group.
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Figure 6: Area index 2 — Orientation towards Integration (excl. LU and MT)

-

Area index 2

W< 37
< 47
2 F.3
M < 100

E b
= n.wv.

Note: The individual values make up the boundary for the next group (Table 6): 3.7 = 25% percentile, 4.7 = 50% per-
centile and 7.3 = 75% percentile.

S: Eurostat, WIFO calculations.

Slovenia, France, Cyprus, the United Kingdom, Poland and Estonia, coming second to the
leading group of EU countries on the measure of “orientatfion fowards integration”, are classi-
fied as “upper middle” and the Czech Republic, Lithuania, Portugal, Ireland, Latvia and Hun-
gary as “lower middle”.

The poorest performers in the orientation infegration dimension are Southern European coun-
fries and new Member States, i.e. Romania, Bulgaria, Spain, Italy, Slovakia and Greece. Yet,
even some of those countries which perform comparatively poorly on this measure com-
pared, score relatively high on individual indicators. Thus, Spain, for example, classified as
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“bottom” group country, comes first in the table for the highest number of “participants in ac-
five labour market policy measures/interventions as a percentage of the labour force”. And
Latvia and Lithuania, while classified as “lower middle” for their overall performance on the
measure of “orientation integration”, are among the countries with the narrowest employ-
ment gender gap for the 25-44 as well as for the 15-64 age groups.

Changes over the reference period

The categorization of EU Member States into four groups on the basis of 2011 data proves rela-
fively stable as compared to the 2010 classification.’™ Only four countries have changed the
category, with Estonia and Hungary moving up, and Ireland and Bulgaria moving down the
classification. Whereas Estonia has moved up one place in the ranking, and, as a conse-
guence, changed from “lower middle” to “upper middle”, Hungary has managed to move
up three ranks and moved from the “boftom” to the “lower middle” category as a conse-
quence.

Table 8: Country categorization — Orientation towards Integration (Area index 2)

Country categorization Labour Market Monitor 2012

Top Upper middle Lower middle Bottom
38 1 DK, SE, NL, AT, Fl,
5 P DE, BE
e
08;6 _ Upper middle SI, FR, CY, UK, PL IE
-— Aé gy
OG0
‘é} Lower middie EE CZ, PT, LV, LT BG
= D
(<36}
38  Bottom HU RO, ES, IT, SK, GR
—

Country categorization
Labour Market Monitor DK, SE, NBEAT' Fl.BE. S FR,CY,UK,PLLEE  CZ LT, PT,IE, LV, HU

2012

RO, BG, ES, IT, SK,
GR

S: Eurostat, WIFO calculations. — Country categorization 2011 on the basis of updated values. Countries along the di-
agonal line shaded in grey have not changed the category. Countries below the diagonal line have moved down
the classification and countries above the diagonal line have moved up the classification. Data on country catego-
ries of Labour Market Monitor 2012 on the basis of 2010 and 2011.

Estonia’s shift to “upper middle” is due largely to relative improved measures of the unem-
ployment rate in the 15-24 age group, whereas ifs relatively high unemployment rate in the 55-
64 age group remains a weakness, despite slight improvements in the relative ranking. How-

10 For this year's update, as compared to the previous year, one of the 13 indicators has been modified.
More precisely, the concept of long-term unemployment rate for older workers has been redefined to
refer to the 55-64 age group, instead of to the 50-64 age group referred to before (for details, please
refer to chapters 3 and 4). This modification, has, however, not had an impact on the ranking of coun-
tries, i.e. there is no difference as to whether the “orientation towards integration” index is calculated on
the basis of a long-term unemployment rate of the 55-64 age group or on the basis of the 50-64 age
group: With the exception of Spain and Portugal, which have swapped rankings in the *bottom” group,
rankings have remained the same.
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ever, not only Estonia’s unemployment rate for older workers is high. So is its employment rate
(57.2%), making Estonia one of Europe’s leading nations on the measure of “employment rate
(age group 55-64)", with no gender-related differences. The narow employment gender gap
(age group 15-64) can be considered another strength of the Estonian labour market, even
though it has widened as compared to 2010 for the prime-age group, from 0.9 to 4.9 percen-
fage points.

Hungary's move up the classification has been due largely to its performance on labour mar-
ket policies, with a relatively high percentage of “participants in active labour market policy
measures/interventions as percentage of the labour force” and relatively higher “public ex-
penditure on (active) labour market policies as a percentage of GDP per % of unemployed
person”.

Bulgaria’s transition to the group of countries with a poor performance on “integration orienta-
fion” is primarily due to low scores on measures of “public expenditure on labour market poli-
cies”, with all three individual indicators of this sub-area having worsened.

Ireland’s shift to the “lower middle” category has been largely caused by its relatively poor
performance on unemployment indicators.

The countries representing the top group have remained almost the same. Only the ranking
within the group has partly changed. Whereas Denmark still outranks the remaining countries
for “integration orientation”, Sweden has been able to move up from the fourth to the second
place in the table. Already classified as “top” country in 2010 on measures of labour market
structure and employment, Sweden has now also been able to catch up in the sub-areas of
unemployment and public expenditure on labour market policies as compared to other EU
countries, moving to the second place in both categories. Sweden’'s strong performance in
these fields has caused Austria to move down one rank in comparison with calculations based
on data from the previous year despite a slightly higher point value of the index.

On the whole, the data reveal that variations at the top levels of the "“orientation fowards in-
fegration” index have become smaller, with higher average point values and lower amounts
of dispersion.

4.2.3 Areaindex 3 — Equity of Access and Continuity

The “equity of access and continuity” dimension captures the degree to which employment
opportunities and income target objectives are dependent on the following factors, which
constitute the main determinants of labour market opportunities:

e educational opportunities
e state of health
e individual care obligations

Altogether, the index can be disaggregated into a fotal of 20 indicators on categories of par-
ficipation in education, exclusion, childcare and health. Due to missing values for Estonia and
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Bulgaria, the index has coverage for 25 countries only (for raw data, refer to Table 33 in the
appendix of data tables).

Key findings of the second update

At the top of the ranking for “equity of access and continuity” are three Nordic Countries, i.e.
Sweden, Denmark and Finland, with Sweden coming in first on health and educational indi-
cators, and Denmark on the sub-areas of exclusion!! and childcare. Finland performs particu-
larly well in the field of education, ranking second after Sweden on this measure. Behind the
Nordic Statfes, also ranking in the top seven, are Luxembourg, the Netherlands, Ireland and
Cyprus. Results for the top countries indicate that the Nordic States show more significant dif-
ferences in their scores, whereas the countries ranked 5-7, i.e. the Netherlands, Ireland and
Cyprus, score relatively close to each other. Luxembourg and Ireland do notably well in the
areas of health and education and the Netherlands on childcare indicators, where it ranks
second. And while performing well on the overall measure, Luxembourg, the Netherlands and
Ireland are lagging behind in the sub-area of exclusion, with scores at the bottom of the dis-
fribution of European Member States.

Slovenia, the United Kingdom, Belgium, France, the Czech Republic and Spain are classified
as "upper middle" in terms of this dimension, with scores above the 50th and below the 75th
percentile. Austria, coming in 14th with a point value of 4.1 and positioned just below the
median, as “lower middle" together with Lithuania, Germany, Greece, Poland and Latvia.
Among the “middle" group countries, the United Kingdom turns out to be a notably poor per-
former in the "exclusion” sub-area: While categorized “upper middle* for its overall perfor-
mance on the “equity of access and confinuity" dimension, it scores last on “exclusion*, with
the highest EU values for the indicators of “inactive population, main reason: care responsibili-
ties" (20.6%) and “part-time employment, main reason: care responsibilities” (33.3%).

The bottom end of the “equity of access and continuity" index has remained unchanged,
with Slovakia, Malta, Hungary, Italy and Portugal and Romania, i.e. two Southern European
and four new Member States, facing the greatest problems in this field. Malta, however, does
not score badly across all indicators. By contrast, it ranks second to Sweden for its strong per-
formance on measures of health, especially for the indicators of “healthy life years at birth"
and “healthy life years at the age of 65" for both men and women as well as for the low
number of fatal work-related accidents.

1 The sub-area of “exclusion” comprises two indicators, reflecting individual care responsibilities, i.e. “in-
active population, main reason: care responsibilities” and “part-time employment, main reason: care
responsibilities” as well as an indicator that provides a measurement of the extent of inactivity.
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Figure 7: Area index 3 — Equity of access and continuity (excl. BG and EE)

-

Area index 3

W< 29
< 4,1
< 4.4
W< 100

Note: The individual values make up the boundary for the next group (see Table 6): 2.9 = 25% percentile, 4.1 = 50%
percentile and 6.4 = 75% percentile.

S: Eurostat, WIFO calculations.

Changes over the reference period

The classification of countries into the four groups has remained comparatively stable, with
only 6 out of 25 countries changing the category (for details, refer to Table ?). Whereas Cy-
prus and Ireland have been able to move up to join the top countries, Slovenia and the Unit-
ed Kingdom have slipped in the index from top to “upper middle". Our analysis shows that
the reasons for these developments vary from country to country: Whereas Cyprus has shown
improvement of its relative position especially in the sub-areas of education and exclusion,
Ireland has made progress in the field of childcare and health. And while Slovenia has been
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able to perform better relative to other countries on measures of education, it moves down
markedly from “upper middle" to “lower middle" in the sub-area of health. This development
is, however, due to methodological changes in the analysis of the data performed by Euros-
tat.’2 The United Kingdom moves down the classification, changing from “top" to “upper
middle" in the sub-area of education and, once more, turns out to be the worst performer in
the area of exclusion: No other country of the European Union has a higher rate of inactivity
or part-time employment due to (child) care responsibilities.

Spain by contrast, has moved up to the same group (i.e. upper middle”), mainly because of
higher scores on health measures. While having improved in this area, the country, is, howev-
er, still lagging on measures of education, where it ranks at the bottom of the index, with the
second-highest score of “early leavers from education and training” and the third-highest
score of people, in both the 25-64 and 25-34 age groups, with only low educational attain-
ment (max secondary level 1). Together with the Southern European countries of Greece, Ita-
ly, Portugal and Malta, Spain ranks at the bottom of the index for these three educational in-
dicators.

Table 9: Country categorization — Equity of Access and Continuity (Area index 3)

Country categorization Labour Market Monitor 2012
Top Upper middle Lower middle Bottom

50
2= Top SE, DK, FI, LU, NL sl UK
2o
=2
08)745 _ Upper middie CY, IE BE, FR, CZ AT
L=
038
;E Lower middle ES LT, DE, GR, PL, LV
+= D
€0
3 -8 Bottom SK, MT, HU, IT, PT, RO

)
Country categorization
Labour Market Monitor SEDRRWANLIE g uk e rroczes ATHBE ORPL g mn k. im pT RO
2012

S: Eurostat, WIFO calculations. — Country categorization 2011 on the basis of updated values. Countries along the di-
agonal line shaded in grey have not changed the category. Countries below the diagonal line have moved down
the classification and countries above the diagonal line have moved up the classification. Data on country catego-
ries of Labour Market Monitor 2012 on the basis of 2005, 2009, 2010 and 2011.

12 These methodological changes impact on four health indicators: “Healthy life years at birth - women*
(indicator 14), "Healthy life years at birth — men* (indicator 15), *healthy life years at the age of 65 -
women" (indicator 16) and "“healthy life years at the age of 65 - men" (indicator 17). Due to breaks in
the statistical time series incurred as a consequence of these changes, the indicators cannot be com-
pared with data from the previous year. Without these breaks, i.e. if the update of area index 3 were
calculated including the 2009 data for the four indicators, Slovenia would remain in the category of top
countries, with its point value rising from 6.0 to 7.2, thus causing Slovenia to move up from the 8th to the
4th rank. The brecks also affect Italy, Portugal and Romania. For these countries, however, they do not
imply group transition. All of them are at the bottom of the ranking for this dimension.
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Austria has moved down the classification and is now ranking as “lower middle" for the “equi-
ty of access and continuity" category. However, although Austria’s relative position has wea-
kened, its point value has slightly increased as compared to the previous year, indicating that
Austria’s downward fransition has been caused by the comparatively stronger performance
of countries which have caught up more rapidly. Austria’s relative ranking has slightly im-
proved in the sub-areas of exclusion and health and become slightly worse in the sub-area of
childcare. The relatively low extent of tertiary educational attainment in the 25-34 age group
as well as the relatively high extent of part-time employment due to care responsibilities re-
main weaknesses of the Austrian labour market in this dimension of the index’3.

As for part-time employment due to care responsibilities for children or adults unfit fo work,
gender-related measures indicate that the proportion of women in this area is considerably
higher in Austria than in other European Union countries, with only the United Kingdom show-
ing an even higher score of women.

The composition of the group with the most potential for improvement on the “equity of
access and confinuity” index, i.e. the group of countries classified “bottom”, has remained
completely unchanged as compared with the previous report, comprising Slovakia, Malta,
Hungary and Romania and the Southern European countries of Italy and Portugal. The data
show changes in rankings only within the group. Thus, this year Romania scores last as com-
pared to Italy last year.

4.2.4 Areaindex 4 — Distribution of Earnings

The fourth area index provides a measure of the level and distribution of earnings (for raw
data, refer to Table 35 of the appendix of data tables) and constitutes a composite ag-
gregate of the following key figures:

e average level of earnings

e functional and personal distribution of primary income, i.e. wages in % of GDP, and in-
come quintile share ratio’

e taxes on labour as a percentage of total faxation
e gender-specific wage differential

e proportion of low wage earners

the extent of “working poor”

13 A closer look at the data reveals, however, that the indicators referred to have improved as com-
pared to the previous year. As, however, other EU countries have been catching up more rapidly, Aus-
tria remains at the bottom of the distribution for these measures, ranking last but one. In comparison with
2010, the rate of the 25-34 age group with tertiary educational attainment has risen from 20.8% to 21.2%.
Over the same time, the proportion of part time employment due to care responsibilities has decreased
from 33.2% to 33.0%.

14 The income quintile share ratio provides a measure on the disparity of income distribution. It is defined
as the ratio of the total income of the top quintile, i.e. of the total income received by the 20% of
people with the highest income, to the lowest income quintile.
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Altogether, this area index is made up of eight indicators, subsumed under the four sub-areas
of income/salary, earnings distribution, working poor and gender pay gap.

Key findings of the second update

As previous year, Belgium manages to come in first, ahead of the remaining EU States and fol-
lowed at a considerable distance by a group of small countries, i.e. Luxembourg, Denmark,
Slovenia, Finland, Malta and Sweden. Belgium'’s leading position is due largely to its outstand-
ing performance on indicators of income and working poor and to a relatively low gender
pay gap. These results contrast with considerable weaknesses in the structure of taxation, with
Belgium’s taxation on labour amounting to 54.1 % of the total taxation. By comparison, this
measure ranges from 32.2% (Malta) to 56.8% (Austria) within the EU.

Luxembourg ranks second to Belgium, primarily because of high scores on the indicators
“nominal wages per employee in PPS” and “compensation of employees per capita in PPS™.
At the same time, however, Luxembourg scores among the boftom countries of the Euro-
pean Union for its relatively high percentage of working poor.

Denmark, ranking third, fares well across all indicators, being classified “top” or “upper mid-
dle” on most measures accordingly's, and even tops the list of EU countries for the “compen-
safion of employees as a percentage of GDP" measure.

Slovenia, Finland, Malta and Sweden, ranking fourth to seventh, score relatively close to each
other but show wide variation in their strengths: Slovenia has the lowest gender pay gap in
the European Union and, together with the Czech Republic, the lowest income quintile share
rafio. Finland, on the other hand, scores highly for having the lowest rate of working poor relo-
tive to the other countries of the Union, and Malta for the lowest level of taxation on labour,
measured as a percentage of total faxation. Sweden scores above average across almost all
indicators, with the exception of indicator 5, “taxes on labour as a percentage of total taxa-
fion”, where it ranks at the bottom of the index.

France, the Netherlands, Ireland, the United Kingdom, Austria, Italy and Cyprus constitute the
category classified as “upper middle”. Austria scores well especially in the sub-area of in-
come/salary and on two individual indicators: it has a relatively low rate of working poor as
compared to other European countries and a relatively low income quintile share ratio. It
comes last, however, on the measure of “taxes on labour as percentage of total taxation”
and second to last after Estonia for the second-highest gender pay gap in the European Un-
ion.

15 The only exception is the indicator of “taxes on labour as a percentage of total taxation”, where
Denmark fares below the median.
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Figure 8: Area index 4 — Distribution of Earnings

-

Area index 4

W< 43
< 42
< 8.1
MW =< 100
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Note: The individual values make up the boundary for the next group (see Table 6): 4.3 = 25% percentile, 6.2 = 50%
percentile and 8.1 = 75% percentile.

S: Eurostat, WIFO calculations.

With only one exception (Germany), the countries ranking “lower middle”, i.e. Germany, Por-
tugal, Hungary, the Czech Republic, Slovakia and Poland, and “boftom”, i.e. Spain,
Greece, Bulgaria, Estonia, Lithuania, Latvia and Romania, either belong to the Southern Eu-
ropean States or the new Member States.

At the very bottom of the group for the level and distribution of earnings is Romania. The
country does, however, not fare poorly across all indicators but does comparatively well
on two measures, i.e. on “taxes on labour as a percentage of total taxation” (41.5%) and
the gender pay gap, which is considerably low in Romania relative to other EU countries.
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Changes over the reference period

The key findings for this index are similar o those of the previous year. The results indicate only
slight changes in the categorization and grouping of the countries (for details, refer to Table
10), with Ireland and Spain having moved down a group and Sweden and Poland having
moved up a group.

Austria is able to maintain position 12, although it scores lower as compared to the previous
year.

Table 10: Country categorization — Distribution of Earnings (Area index 4)

Country categorization Labour Market Monitor 2012

Top Upper middle Lower middle Bottom

Top BE, LU, DK, SI, FI, MT IE

Upper middle SE FR, NL, UK, AT, IT, CY

2011

Lower middle DE, PT, HU, CZ, SK ES

GR, BG, EE, LT, LV,

Bottom PL RO

ountry categorization
Labour Market Monitor

Country categorization
Labour Market Monitor
2012

BE, LU, DK, SI, FI, MT,  FR, NL, IE, UK, AT, IT, DE, PT, HU, CZ, SK, ES, GR, BG, EE, LT,
SE CY PL LV, RO

S: Eurostat, WIFO calculations. — Country categorization 2011 on the basis of updated values. Countries along the di-
agonal line shaded in grey have not changed the category. Countries below the diagonal line have moved down
the classification and countries above the diagonal line have moved up the classification. Data on country catego-
ries of Labour Market Monitor 2012 on the basis of 2010 and 2011.

Poland’s change in the classification to “lower middle” and Spain’s move down to “boftom”
are by a very narrow margin: the two countries have only exchanged places as compared
tfo the previous year, i.e. Poland comes 20th instead of 21th and Spain 21th instead of 20th
Poland’s higher ranking is due to relative improvements in the sub-areas of income/salary
and gender pay gap. As for the latter, Poland has been able to further improve its position at
the top, coming second behind Slovenia for the lowest gender pay gap in the European Un-
ion.

Sweden has been able to change from “upper middle” to “top”. Its score, has however, not
changed as compared to previous year. Ireland slides down from "“top” to “upper middle”,
largely because of relatively worse scores on the sub-areas of distribution of earnings and
working poor.
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4.2.5 Areaindex 5 - Distribution by the Welfare State

The fifth dimension captures questions of social welfare and levels of transfer (for raw data,
refer to Table 37 of the appendix of data tables). Comprising a total of ten indicators, it pro-
vides for:

e key figures on the extent and structure of social protection services as a percentage
of the GDP

e the results of public intervention, represented in terms of at-risk-of-poverty rates

e a measure of the total public education expenditure, expressed as a percentage of
GDP covering both direct government spending on educational institutions as well as
subsidies to private entities

The concept of “social protection benefits” covers all forms of transfer to private households
and individuals aimed at providing aid and administering needs-based support to those at
social risk, especially in the fields of “Sickness/health care”, “disability”, “old age”, “fami-
ly/children” as well as "unemployment”. In addition to these components, the index also con-
tains an indicator on those functions of social protection not elsewhere classified, covering
benefits to prevent social exclusion or provide support in ferms of housing as well as survivors’
benefits. Expenditure-related indicators are expressed as a percentage of GDP.

The expenditure-related indicators are expressed as a percentage of GDP. Apart from a few
countries, the indicators as listed above are based on the year 2009, a year which saw a de-
crease in GDP in all Member States except Poland. As countries do not necessarily cut down
on public spending during periods of economic crisis in the same way as the GDP decreases,
or are not in a position to do so, some caution will be needed when interpreting the results.

For lack of appropriate output measures, the present index is rather input-driven. As the inclu-
sion info area 5 of expenditure-related indicators has been frequently criticised, we per-
formed a more in-depth sensitivity analysis on this index to test the robustness of our results by
jointly excluding a number of expenditure-related indices. For details of this analysis, refer to
appendix C.

Key findings of the second update

Among the Member States of the European Union, a group of small countries has the strong-
est performance on measures of social protection and fransfer. Denmark, Sweden, Finland
and the Netherlands top the table in this category, joined by Austria, who ranks 5th again, as
last year, Ireland and Belgium. Denmark’s strong performance is largely because of high
scores in the two expenditure-related sub-areas (both expressed in % of GDP), where it is
ahead of all other European countries on measures of “total public expenditure on educa-
fion as a percentage of GDP" and social protection benefits related to “disability” and “fami-
ly/children”. Ireland, on the other hand, is best in the third sub-area, which reflects the results
of public intervention. In no other country of the European Union is there a greater difference
between the at-risk-of-poverty rate before and after social tfransfer, and the relative median
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of the at-risk-of-poverty gap is smaller in Finland only'é. Ireland’s high scores on these indica-
fors contrast markedly with its poor performance in the field of social protection benefits re-
lated to “disability”, a measure for which it ranks at the bottom of the Union. Similarly, whe-
reas the Netherlands ranks top for its overall performance on social protection and fransfer, it
is at the lower end of the ranking on measures of social protection benefits related to “fami-
ly/children”.

Figure 9: Area index 5 — Distribution by the Welfare State

-

Area index 5

W< 33
S
w F7
W < 100

Note: The individual values make up the boundary for the next group (see Table 6): 3.3 = 25% percentile, 5.5 = 50%
percentile and 7.7 = 75% percentile.

S: Eurostat, WIFO calculations.

16 The relative median of the at-risk-of-poverty gap is defined as the difference between the median of
the net equivalised income of people below the at-risk-of-poverty threshold and the at-risk-of-poverty
threshold, expressed as percentage of the at-risk-of-poverty threshold.
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Classified as “upper middle” are the large EU Member States of France, Germany and the
United Kingdom as well as Luxembourg and the new Member States of Hungary, Cyprus and
Slovenia. Apart from the three States mentioned last, none of the new Member States man-
ages to obtain a score above the median. Equally, the Southern European States of Italy, Por-
tugal, Greece and Spain score far below the median. Irrespective of this poor performance,
some of these countries fare comparatively well relative to the other European countries on
measures of “at-risk-of-poverty” or do well because of their high level of expenditure on social
protection and education. Thus, for example, Greece ranks among the top countries of the
European Union for monetary rewards and in-kind payments related to “old age”, with a rate
of 11.3% of the GDP. And the Czech Republic comes first in the table of European countries
for its lowest “aft-risk-of-poverty rate after social transfer” (9.8%). It is, however, classified as
“lower middle” only, when its overall performance is faken intfo account. At the bottom of the
ranking for social protection and transfer are Spain, Slovakia, Estonia, Poland, Latvia, Bulgaria
and Romania, with Romania and Bulgaria scoring badly across all three sub-areas. Other
countries, by confrast score comparatively well in individual sub-areas. Thus, for example, Es-
fonia ranks among the top countries of the Union for public expenditure on education, with a
rate of 6.1% of the GDP.

Changes over the reference period

The categorization of the Member States as belonging to one of the four groups of countries
outlined before has remained relatively stable over fime. As compared with last year's analy-
sis and data, only four of the 27 EU countries have moved up or down the classification. As for
area index 4, this higher degree of volatility can be observed at the top and bofttom of the
distribution: Ireland rises up the ranks, changing from “upper middle” to “top” and thereby
causing France to drop places and move to “upper middle”. Lithuania, on the other hand,
moves upward to “lower middle”, whereas Poland drops places and is classified “bottom” as
a consequence (Table 11). Austria sfill assumes a top position, coming in fifth, as last year, al-
though its sore has lowered as compared to the 2011 Labour Market Monitor report.

Ireland scores highly, largely because of an increase in expenditure on education as percen-
tage of GDP, from 5.6% to 6.5%, thus rising up the table of European countries from 9th place
fo é6th. Moreover, Ireland has also improved its relative position in the field of social protection
benefits as a percentage of GDP. By contrast, the position of France has deteriorated on the
expenditure-related indicators of the social welfare dimension and on indicators measuring
the results of intervention, i.e. on the “risk-at-poverty” measures.

Lithuania manages to move up from “bottom” to “lower middle” in the social welfare index,
improving, as Ireland, on the “public expenditure on education as a percentage of GDP” in-
dicator, with an increase from 4.9% to 5.6%, and thus on its position relative to other EU coun-
fries in this field. At the same time, Lithuania has also been able to improve more than other
Member States on measures of social protection benefits as a percentage of GDP. And Pol-
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and, while faring better on the at-risk-of-poverty indicators, does less well in the expenditure-
related sub-areas of the social welfare index.

Table 11: Country categorization — Distribution by the Welfare State (Area index 5)

Country categorization Labour Market Monitor 2012

Top Upper middle Lower middle Bottom

Top DK, SE, FI, NL, AT, BE FR

Upper middle IE e L, Ug' Al

2011

Lower middle PT, IT, CZ, MT, GR PL

ES, SK, EE, LV, BG,

Bottom LT RO

ountry categorization
Labour Market Monitor

Country categorization
Labour Market Monitor
2012

DK, SE, FI, NL, AT, IE, FR, DE, LU, UK, HU,
BE CY. S

ES, SK, EE, PL, LV,

PT.IT, CZ, MT, GR, LT BG, RO

S: Eurostat, WIFO calculations. — Country categorization 2011 on the basis of updated values. Countries along the di-
agonal line shaded in grey have not changed the category. Countries below the diagonal line have moved down
the classification and countries above the diagonal line have moved up the classification. Data on country catego-
ries of Labour Market Monitor 2012 on the basis of 2009, 2010 and 2011

4.3  Alternative representation of key findings by area index

In addition to the classification scheme presented before, i.e. forming four same-sized groups
of countries on the basis of their scores in the individual indices, countries can also be
grouped in such a way as to maximize the similarity of scores within each group while at the
same time maximizing the dissimilarity of scores between groups (for an illustration of results,
refer to figures 10-12).

In this chapter, we have a look at how groups of European countries form and perform, when
this alternative approach is applied and discuss some of the methodological questions in-
volved.

In short, it can be said that, across all dimensions, small European countries, especially Nordic
Member States, tend to top the distribution. The Southern European States and many of the
new Member States, however, tend to be located at the lower end of the ranking across the
indices. In order to be better able to compare the present findings with the results from the
2011 Labour Market Monitor report, we have, following the 2011 report, decided for the mini-
mum distance between groups to be 0.7 points (refer to Figure 10 for a representation of cur-
rent data and to Figure 12 for a revised representation of last year's data).

As for the overall labour market performance index, i.e. area index 1, Luxembourg and Swe-
den turn out to be the best-performing countries of the European Union. At the other end of
the spectrum are two countries that have been hit hard by the financial and economic crisis:
Greece comes in last of all Member States by a large margin, far behind Spain, which ranks
second to last in this index.
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As compared to data from the previous year, the distance in point values between relatively
low-performing counftries has increased, whereas countries with the strongest relative perfor-
mance on this measure tend to score more close to each other, i.e. whereas the differences
in the measure of “overall labour market performance” have increased at the bottom of the
index, they have comparatively decreased at the top: Low-performing countries are more
heterogeneous in their results and high-performing countries more homogeneous.

Inclined to react and respond fast fo economic change, the labour market performance in-
dex also shows most changes in rankings as compared to previous year. Austria again scores
very well on this measure, leading a group of Member States in close proximity to the best-
performing countries of Luxemburg and Sweden.

Key findings for area index 2, i.e. for the “orientation towards integration” index show results
comparable to index 1 in terms of the variance of point values: As compared to last year,
countries ranking at the top of the distribution tend have more homogenous scores com-
pared to last year. Denmark performs best of all countries on determinants of labour market
policy and on the structure of employment and unemployment. Greece, as previous year the
weakest performing country of the EU, scores worst in this index by a large margin.

In the middle, as many as 19 countries have formed a large cluster of countries. As last year,
Austria scores very well in this dimension grouped together with Sweden and the Netherlands
immediately behind Denmark, the country which scores highest on the measure of integro-
tion orientation.

As in the previous year, "equity of access and confinuity”, i.e. the dimension underlying area
index 3, is best in Sweden, assessed on the basis of determinants relating education, exclu-
sion, childcare and health. Denmark ranks second on this measure, followed at a clear dis-
tfance by two large groups of countries. Austria scores relatively low again and is positioned in
a group of countries at the bottom of the distribution. Worst-performing country on the meas-
ure of “equity of access and continuity” according to the current data is Romania, which im-
plies that this year in contrast to last year's results a single country rather than a group of
countries forms the bottom of the ranking of European countries in this dimension.

A high degree of stability can be observed as far as the "distribution of earnings” index, i.e.
area index 4 is concerned, with Belgium scoring highest again, ahead of a group of large
countries, including Austria, with comparatively high point values. The lowest-scoring coun-
tries have formed a cluster comprising six Member States, which score last relative to other EU
Member States on this dimension.

For the fifth dimension of the Labour Market Monitor model, “distribution by the welfare
state”, data reveal that the rankings at both ends of the spectrum have remained un-
changed: While Denmark tops the table of European counftries in terms of social protection
and transfer, Latvia, Bulgaria and Romania score worst in this dimension. Between these two
ends of the spectrum three groups of approximately the same size have formed, with Austria
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belonging to the group positioned in close proximity to the best-performing Member State in
the social welfare category, i.e. Denmark.

As pointed out at the beginning of this chapter, the methodological approach presented
here implies that a decision as to when to declare two or more countries fo be members of
the same group has to be taken. Our results indicate that taking a value of 0.7 points to de-
termine the minimum distance between groups as described above, imposes some limita-
tions on data interpretation: Upon a distance of 0.7 two very large groups form in areas 2 and
4, ranging from scores of 2.2 to 7.3 in index 2 and from 4.3 to 8.9 in index 4 respectively. This is
why we have decided for a second representation on the basis of a minimum distance of 0.6
(for detailed illustrations, refer to Figure 11). Upon modification of the distance to 0.6, an addi-
tfional group forms in the “overall labour market performance” dimension, i.e. in area index 1
as well as in the category of “distribution by the welfare state”, i.e. in area index 5. In area in-
dex 1, Austria forms an own group, behind Luxembourg and Sweden and ahead of Germao-
ny, Denmark, Finland and the Netherlands. In area index 5, Germany, ranking 9th, constitutes
a group of its own.

And whereas the change of the minimum distance value leaves area index 3, i.e. “equity of
access and contfinuity” unchanged, it proves to have major impacts on the "“orientation to-
wards integration” dimension, i.e. on area index 2: Instead of five country groups formed
upon a distance 0.7, eight country groups form, when the minimum distance is changed to
0.6. From the group comprising 19 countries located in the middle of the distribution under
the 0.7 condition, four individual groups emerge upon the modification of the distance to 0.6.
And whereas Germany and Belgium constitute the top, at a considerable distance from oth-
er EU countries, Italy and Slovakia form the bottom, with the remaining 15 countries forming
two groups of their own.

Comparable developments brought about by a modification of the minimum distance to 0.6
can be observed for the fourth dimension of the Labour Market Monitor, i.e. the “distribution
of earnings” category. Five country groups develop instead of three, with the originally large
middle field dividing to form two separate groups. Also, the bottom group of the index has di-
vided info two groups, leaving Latvia and Romania behind as countries with the highest po-
tential for improvement.
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5. Summary

This year's update of our report, primarily analysing data from 2010 and 2011, is based on the
Labour Market Monitor model developed and validated by a feam of experts of the Vienna
Chamber of Labour (AK) in cooperation with the Austrian Institute of Economic Research
(WIFQO) in 2010. The tool comprises five indices, capturing five core dimensions of the labour
market, and is aimed at monitoring labour market activities in the 27 Member States of the
European Union. While area index 1 measures the "overall labour market performance” of a
country, area indices 2 and 3 provide insight info its levels of “orientation towards integration™
and “equity of access and continuity”, respectively. Area index 4 covers the "distribution of
earnings” and area index 5 the “distribution by the welfare state”. The five indices are not
combined to form a composite index but rather remain separate. Thus, the considerable im-
pact of financial and economic crisis on those labour market areas highly responsive to eco-
nomic change comes clear. Key determinants in this context are primarily defined by the
“overall labour market performance” index, an area which shows the highest degree of vola-
fility and most changes in rankings as compared to the previous year. By contrast, those di-
mensions of the Labour Market Monitor which capture rather structural and institutional fac-
tors are characterized by comparatively minor changes in country groupings and positions.

On the whole, the evaluation of our data shows that, across all dimensions, small European
countries, especially Nordic Member States, fend to assume a leading position, whereas the
Southern European States and many of the new Member States tend to be located at the
lower end of the distributions.

Austria remains among the top countries of the European Union on measures of dimensions 1,
2 and 5, i.e. “overall labour market performance”, “orientation towards integration” and “so-
cial welfare” and is able to retain a steady “upper middle” position in the “distribution of
earnings” indicator. Thus, our findings indicate that Austria’s performance is again above EU
average in four of the five LMM dimensions. By contrast, Austria scores below average in the
area of "equity of access and continuity”, lagging further behind other European countries.
Although a number of indicators have slightly improved, other Member States have been
catching up more rapidly, causing Austria to score markedly below other European countries,
especially on measures of “formal child care (children younger than three years)”, “popula-
fion with tertiary educational attainment” and "healthy life years at birth and at the age of
65". Moreover, Austria also performs poorly on the indicators measuring inactivity or part-time
employment due to care obligations.
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Appendix A - Significant results and calculation steps

Table 12: List of indicators

Areas indices and indicators

Area index 1: Overall Labour Market Performance

1
2
3
4
5

)

7

Employment rate (15-64 years old)
Employment rate in full-time equivalents

Employment growth compared to the previous year
Unemployment rate (15-64 years old)
Real GDP per capita (€ per inhabitant)

Real GDP per capita (index 2001 = 100)

Labour productivity per person employed

Area index 2: Orientation towards Integration (excl. LU and MT)

1

A OWN

Employment rate (25-44 years old)

Employment gender gap: Difference between male and
female employment rates (25-44 years old)

Employment rate (55-64 years old)

Part-time employment, main reason: Could not find a full-time
job

Temporary employment, main reason: Could not find a
permanent job

Employment gender gap: Difference between male and
female employment rates (15-64 years old)

Unemployment rate (15-24 years old)

Unemployment rate (55-64 years old)

Long-term unemployment rate (15-64 years old)

Long-term unemployment rate (55-64 years old)

Public expenditure on (active) labour market policies as a
percentage of GDP

Public expenditure on labour market policies as a percentage
of GDP per % unemployed person

Participants in active labour market policy
measures/interventions as a percentage of the labour force

Area index 3: Equity of Access and Continuity (excl. BG and EE)

1
2

3

Early leavers from education and fraining
Population (25-64 years old) with low educational attainment
(max. secondary level )

Population (25-34 years old), with low educational attainment
(max. secondary level )

Population (25-64 years old), with terfiary educational
attainment

Population (25-34 years old), with tertiary educational
attainment

Life-long learning (Adult participation (25-64 years) in education
and training)

Percentage of employees participating in confinuing
vocational training

Inactive population (Out of labour force): Main reason care
responsibilities

Part-time employment, main reason: Care responsibilifies
Inactive population (Out of labour force)

Formal child care (children less than three years) from 1 to 29
hours weekly

WIFO

Year?)

2011
2011

2011
2011
2011

2011

2011

2011
2011
2011
2011

2011

2011

2011
2011
2011
2011

2010
2010

2010

2011
2011
2011
2011
2011
2011
2005

2011
2011
2011

2010

& -

Source

EU-LFS
EU-LFS

NAS/EU-
LFS

EU-LFS
NAS

NAS

NAS

EU-LFS
EU-LFS
EU-LFS
EU-LFS
EU-LFS

EU-LFS

EU-LFS
EU-LFS
EU-LFS
EU-LFS

LMP
LMP

LMP

EU-LFS
EU-LFS

EU-LFS
EU-LFS
EU-LFS
EU-LFS
CVTS3

EU-LFS

EU-LFS
EU-LFS

EU-SILC

Eurostat online
data code

Ifsa_ergan
Eurostat

Ifsi_grt_a=
tps00180

Ifsa_urgan

nama_aux_gp
h

nama_aux_gp
h

nama_aux_lp
=tec00116

Ifsa_pganws
Ifsa_pganws
Ifsa_ergan

Ifsa_epgar
Ifsa_etgar

Ifsa_ergan

Ifsa_urgan
Ifsa_urgan
Ifsa_upgal
Ifsa_upgal

Imp_expsumm

Imp_expsumm
/Ifsa_urgan

Imp_partsum
m/Ifsa_agan

edat_Ifse_14
edat_Ifs_9903

edat_Ifs_9903
edat_Ifs_9903
edat_Ifs_9903
trng_Ifs_01

frng_cvts3_41

Ifsa_igar

Ifsa_epgar
Ifsa_ipga

ilc_caindform
al

Missing
countries

LU, MT

LU, MT

BG, EE
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Eurostat online  Missing

Areas indices and indicators Year') Source data code countries

12 Formal child care (children less than three years) 30 hours or 2010 EUSSILC ilc_caindform
more weekly al

13 Number of fatal work-related accidents 2009  ESAW hsw_aw_nnasx

&hsw_miO1
14 Healthy life years at birth —women 2010 Demo- hith_hlye
15 Healthy life years at birth — men 2010 grotphicol hith_hlye
ara-

16 Healthy life years at the age of 65 -women 2010 base and hith_hlye

17 Healthy life years at the age of 65 -men 2010  EUSILC  hith_hiye

18 Employed persons with disabilities 2010 EU-SILC hith_silc_04
Self-perceived limitations of employed persons (severe + some ) .

19 lirmitations) 2010 EU-SILC  hlth_silc_06

20 Self-perceived health of employed persons (very good + good) 2010 EU-SILC hith_silc_01

Area index 4: Distribution of Earnings

1 Nominal wages per employee in PPS 2011 NAS ngrzc(;_noceOé
2  Compensation of employees per capita in PPS 2011 NAS ngr;cé_noce%
3  Compensation of employees as a percentage of GDP 2011 NAS nama_gdp_c
4 Inequadlity of income distribution —income quintile share ratio 20113) EU-SILC  ilc_dil1
. DG Taxation

5 Taxes on labour as a percentage of total taxation 2010 TAXUD Trends, 2012
6 Working poor 20113)  EU-SILC  ilc_iwO01
7  Proportion of low wage earners (full-time employees) 2010 VSE giorn_ses_ode
8 Genderpay gap 2010 VSE tsiem040
Area index 5: Distribution by the Welfare State

Social protection benefits as a percentage of GDP (1-6)
1 Sickness/health care 2009 ESSPROS  spr_exp_gdp
2  Disability 2009 ESSPROS  spr_exp_gdp
3 Old Age 2009 ESSPROS  spr_exp_gdp
4 Family/children 2009 ESSPROS  spr_exp_gdp
5 Unemployment/unemployment rate 2009 ESSPROS  spr_exp_gdp
6 Other functions (survivors, housing, social exclusion) 2009 ESSPROS  spr_exp_gdp
7 Atisk-of-poverty rate after social transfers 20113) EU-SILC  ilc_li02
8 Improvement in the rate of at-risk-of-poverty through fransfers 20113) EU-SILC  ilc_li10-ilc_li02
9  Relative median at-risk-of-poverty gap 20113)  EU-SILC  ilc_lil1
10 Total public expenditure on education as a percentage of GDP 2009 UOE educ_figdp
S: Eurostat. — 1) column year: The last available year which enters each index. — 2) Area index 3 (14-17): Structural indi-

cators “Healthy Life Years". Eurostat mortality statistics and data on self-assessment of disability (EU-SILC) are incorpo-
rated into the calculation of healthy life years. — 3) Or last available year (2010).
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Table 13: Indicators and weights

Areas indices and indicators

Area index 1: Overall Labour Market Perfformance

1

N O~ 0 A WDN

Employment rate (15-64 years old)

Employment rate in full-time equivalents
Employment growth compared to the previous year
Unemployment rate (15-64 years old)

Real GDP per capita (€ per inhabitant)

Real GDP per capita (index 2001 = 100)

Labour productivity per person employed

Total

Area index 2: Orientation towards Integration (excl. LU and MT)

1
2
3

Employment rate (25-44 years old)

Employment gender gap: Difference between male and
female employment rates (25-44 years old)

Employment rate (55-64 years old)

Part-time employment, main reason: Could not find a full-time
job

Temporary employment, main reason: Could noft find a
permanent job

Employment gender gap: Difference between male and
female employment rates (15-64 years old)
Unemployment rate (15-24 years old)

Unemployment rate (55-64 years old)

Long-term unemployment rate (15-64 years old)
Long-term unemployment rate (55-64 years old)

Public expenditure on (active) labour market policies as a
percentage of GDP

Public expenditure on labour market policies as a percentage
of GDP per % unemployed person

Participants in active labour market policy
measures/interventions as a percentage of the labour force

Total

Area index 3: Equity of Access and Continvity (excl. BG and EE)

1
2

3

12
13

Early leavers from education and fraining
Population (25-64 years old) with low educational attainment
(max. secondary level 1)

Population (25-34 years old), with low educational attainment
(max. secondary level 1)

Population (25-64 years old), with tertiary educational
attainment

Population (25-34 years old), with tertiary educational
attainment

Life-long learning (Adult participation (25-64 years) in
education and fraining)

Percentage of employees participating in confinuing
vocational training

Inactive population (Out of labour force): Main reason care
responsibilities

Part-time employment, main reason: Care responsibilities
Inactive population (Out of labour force)

Formal child care (children less than three years) from 1 fo 29
hours weekly

Formal child care (children less than three years) 30 hours or
more weekly

Number of fatal work-related accidents

WIFO A

Valu-
ation

Standard
deviation

2.79
2.49
1.76
2.23
2.06
2.69
2.02

2.85

2.50
2.13

2.86

222

2.28
2.24
2.63
2.38
2.38

2.34

2.68

2.20

217

2.35

221

3.03

2.83

225

2.48

2.23
292
2.61

2.18

1.97
2.55

0.01/
Standard
deviation

0.00359
0.00401
0.00570
0.00449
0.00485
0.00372
0.00496
0.03132

0.00351

0.00400
0.00468

0.00349
0.00451

0.00438
0.00447
0.00381
0.00420
0.00420

0.00427
0.00374

0.00455
0.05380

0.00462
0.00426
0.00452
0.00330
0.00354
0.00444
0.00403

0.00448
0.00342
0.00383

0.00460

0.00508
0.00392

Weight

0.115
0.128
0.182
0.143
0.155
0.119
0.158
1.000

0.065

0.074
0.087

0.065
0.084

0.081
0.083
0.071
0.078
0.078

0.079
0.069

0.085
1.000

0.054
0.050
0.053
0.038
0.041
0.052
0.047

0.052
0.040
0.045

0.054

0.059
0.046
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Areas indices and indicators

14
15
16
17
18

19

20

Healthy life years at birth —women

Healthy life years at birth — men

Healthy life years at the age of 65 -women
Healthy life years at the age of 65 -men
Employed persons with disabilities

Self-perceived limitations of employed persons (severe + some

limitations)

Self-perceived health of employed persons (very good +
good)

Total

Area index 4: Distribution of Earnings

O N O~ O A WN =

Nominal wages per employee in PPS

Compensation of employees per capita in PPS
Compensation of employees as a percentage of GDP
Inequality of income distribution —income quintile share ratio
Taxes on labour as a percentage of total taxation

Working poor

Proportion of low wage earners (full-time employees)
Gender pay gap

Total

Area index 5: Distribution by the Welfare State

NV 00 N O AN —

(@]

Social protection benefits as a percentage of GDP (1-6)
Sickness/health care

Disability

Old Age

Family/children

Unemployment/unemployment rate

Other functions (survivors, housing, social exclusion)
At-risk-of-poverty rate after social transfers

Improvement in the rate of at-risk-of-poverty through transfers
Relative median at-risk-of-poverty gap

Total public expenditure on education as a percentage of
GDP

Total

S: Eurostat, WIFO calculations.

WIFO A

Valu-
ation

+ o+ o+ o+ o+

+

+ o+ 4+ 4+ o+ o+

Standard
deviation
2.28
2.36
2.01
2.1
1.99

227

2.42

2.42
2.51
271
273
2.84
1.98
2.62
2.46

2.50
2.11
226
2.38
2.45
2.45
2.48
1.87
2.64

1.98

0.01/
Standard
deviation

0.00438
0.00423
0.00497
0.00474
0.00501

0.00440

0.00414

0.08591

0.00413
0.00398
0.00369
0.00366
0.00352
0.00505
0.00381
0.00406
0.03189

0.00400
0.00475
0.00442
0.00420
0.00409
0.00408
0.00403
0.00535
0.0037¢9

0.00506
0.04376

Weight

0.051
0.049
0.058
0.055
0.058

0.051

0.048

1.000

0.129
0.125
0.116
0.115
0.110
0.158
0.120
0.127
1.000

0.091
0.109
0.101
0.096
0.093
0.093
0.092
0.122
0.087

0.116
1.000



Table 14: Point value and range of the five area indices (unsorted)

P arer | lowards | Equiyof access | Diibutonof | SLECRG Y
Performance Integration State
1 2 3 4 5

Country 5;1?; Rank 5;13; Rank 5;13; Rank vPc(;iLT; Rank vPc(;iLT; Rank
Belgium 6.4 12 7.3 ) 5.7 10 10.0 1 7.8 7
Bulgaria 2.9 25 3.4 21 n.v. n.v. 3.0 23 1.1 26
Czech Republic 6.5 10 4.6 14 4.5 12 4.8 18 4.3 17
Denmark 8.0 10.0 1 8.9 2 8.7 3 10.0 1
Germany 8.1 7.3 7 3.9 16 5.6 15 6.8 9
Estonia 6.9 4.7 13 n.v. n.v. 2.4 24 3.0 23
Ireland 4.3 19 4.3 17 6.4 6 7.4 10 7.9 )
Creece 1.0 27 1.0 25 3.5 17 3.2 22 3.8 19
Spain 2.0 26 3.3 22 4.1 13 4.3 21 3.2 21
France 6.0 13 6.2 9 54 11 8.0 8 7.7 8
Italy 4.0 21 2.6 23 1.8 23 6.5 13 4.5 16
Cyprus 6.5 11 6.1 10 6.4 7 6.2 14 5.5 13
Latvia 3.0 24 4.3 18 2.9 19 1.4 26 1.6 25
Lithuania 5.1 16 4.4 15 4.0 15 2.0 25 3.4 20
Luxembourg 10.0 1 n.v. n.v. 6.9 4 8.9 2 6.2 10
Hungary 3.1 23 3.7 19 1.9 22 4.8 17 5.8 12
Malta 4.8 18 n.v. n.v. 2.0 21 8.4 6 3.9 18
Netherlands 7.8 7 8.9 3 6.5 5 7.5 9 8.4 4
Austria 8.8 3 8.8 4 4.1 14 6.6 12 8.0 5
Poland 4.9 17 5.3 12 3.3 18 4.4 20 2.9 24
Portugal 3.8 22 4.4 16 1.7 24 5.1 16 4.7 15
Romania 4.2 20 3.6 20 1.0 25 1.0 27 1.0 27
Slovenia 5.5 14 6.6 8 6.0 8 8.5 5.5 14
Slovakia 5.1 15 2.2 24 2.5 20 4.7 19 3.0 22
Finland 8.0 6 8.0 7.3 3 8.4 5 8.5
Sweden 9.6 2 9.2 2 10.0 1 8.2 7 8.5 2
United Kingdom 6.9 9 5.7 11 59 9 7.1 11 6.2 11

S: Eurostat, WIFO calculations. — Note: Abbreviation (n.a.) stands for, no calculation possible due to non-available
data. Scale 1-10, whereby 1 = lowest value and 10 = highest value.
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B.2 Used data sources

Labour Force Survey EU (EU-LFS)

The European Union’s Labour Force Survey (LFS) is the main data source for more than 20 in-
dicators incorporated into the first three area indices. In Austria, the Labour Force Survey pro-
vides central data on employment, unemployment, inactivity and education. The survey is
based on random sampling and carried out since 1995 by Statistik Austria within the scope of
a special microcensus programme. This is carried out by means of population surveys carried
out in private households.! The basis for the international comparability of the data is defining
criteria, based on the guidelines issued by the International Labour Organisation. The ques-
fionnaire also includes additional background questions such as, for example, the reason be-
hind part-time employment or temporary employment. This data can be combined with
socio-demographic variables (e.g. age groups, gender, etc.). The indicators “early leavers
from education and fraining”, “population according to educational qualification” and
“adult participation in training and further training” is also based on the results of the labour
force survey and are incorporated into the area index 3 (“equity of access and continuity”).

Labour market policy (LMP)

The data on the Labour Market Policy (LMP) provides statistics on the labour market policy
approaches in the Member States. This data is compiled annually based on administrative
sources.? The target groups for intervention are persons who face disadvantages in integrat-
ing into the employment system. This covers not only the unemployed but also, for example,
those who are currently employed but are in danger of involuntary unemployment or inac-
five persons who would like to enter the labour market but who are disadvantaged in one
form or another (European Commission, 2006). Information on public expenditure for (active)
labour market policy and the numbers of participants taking part in (active) labour market
policy measures is taken from the LMP database, and is incorporated into the area index 2
(“orientation towards integration”).

! Institutional households (e.g. nursing homes and boarding schools etc.) are not taken into account. The main target
group surveyed are persons starting from 15 years of age (Statistik Austria, 2004).

2According to Eurostat, there are currently no legal requirements for the creation of labour market policy statistics.
The provision of data is based on a voluntary basis (S: Eurostat,
http://epp.eurostat.ec.europa.eu/portal/page/portal/labour_market/labour_market_policy.)
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Annual national accounts (including GDP)

The Natfional Account Systems (NAS) plays an important role in the present Labour Market
Monitor as data from the NAS flows into two indices (area index 1 — “overall labour market
performance” and area index 4 — “distribution of earnings”). Data for the national account
system is collected according to the European System of National Accounts 1995 (ESA95).
Every Member State compiles its own national account systems (Staftistik Austria in Austria). Eu-
rostat aggregates the NAS of all Member States with the ESA95 transmission programme data
set. The annual national account system is a coherent and consistent system of macroeco-
nomic indicators. A wealth of data from various different sources goes into the NAS annual
calculations. Thereby, a basic differentiation should be made between the sources of eco-
nomic statistics — in Austria, they are mostly collected by Statistik Austria — and administrative
data (Statistik Austria, 2010A). The gross domestic product is considered to be the most impor-
tant parameter of the NAS and is incorporated info the area index 1 — “overall labour market
performance”. Further indicators are labour productivity, employment growth (also area in-
dex 1) and also employee compensation and gross wages and salaries (area index 4).

Continuing vocational training (2005, CVTS3)

The key figure “percentage of the employees participating in continuing vocational fraining”
in area index 3 ("equity of access and continuity”) originates from the European survey on
continuing vocational training. This takes place every five years based on a European legally
binding basis, applicable to all EU Member States. The third and most recent survey was car-
ried out in 2005.3 The survey takes place on the basis of a random sample of companies in
the production and service sector with a minimum of ten employees (Stafistik Austria, 2009B).
In addition to this information on the participants in continuing vocational training, Eurostat
also provides information on the companies with and without offers for vocational training,
the costs of continuing fraining, the hours spent and the initial vocational fraining.

3 No newer version of CVTS3 was available at the point in time of the creation of the Labour Market Monitor update
in 2011. Results for the reporting year 2010 (CVTS4) are not expected before 2012, according to the German Federal
Institute for Vocational Education and Training (BIBB).
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EU-Statistics on Income and Living Conditions (EU-SILC) and Structural indicators on health

EU-SILC is a Europe-wide annual household survey, which serves as the basis for comparable
data on income, poverty and social exclusion within the Union. The EU-SILC questionnaire also
contains questions on health. The actual method of collecting data remains a matter for the
individual countries. In Austria, the data is collected through personal surveying of households
by means of Computer Assisted Telephone Interviewing (CATI) and Computer Assisted Per-
sonal Interviewing (CAPI) surveys carried out by Statistik Austria (Statistik Austria, 2010B).

Data from the EU-SILC survey are included in the area indices 3 (“equity of access and contfi-
nuity”), 4 (“distribution of earnings”) and 5 (“distribution welfare state”). The related indicators
are “child care”, “employed persons with a disability”, “self-perceived health of employed
person” and “self-perceived work restrictions of the employed” (area index 3), “inequality of
income distribution” and “working poor” (area index 4) and “at-risk-of-poverty rate” and “at-

risk-of-poverty gap” (area index 5).

HLY (healthy life years)

The indicator “healthy life years” (HLY) is made up from mortality statistics from Eurostat’s
demographic database, on the one hand and from self-assessments on limitations and dis-
abilities from the EU-SILC, on the other. The indicator describes the healthy years from birth or
respectively from the age of 65 years, each separated according to men and women in
area index 3 (“equity of access and continuity”).

European Statistics on Accidents at Work (ESAW)

Area index 3 “equity of access and confinuity” contains the indicator “number of fatal work-
related accidents”. The data source for this indicator is ESAW, which records both work-
related accidents resulting in an interruption of work of more than three days and fatal work-
related work accidents.4 Due to data limitations, only the indicator “number of fatal work-
related accidents” is included in the index.

4 http://epp.eurostat.ec.europa.eu/portal/page/portal/health/health_safety_work/data.
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Structure of Earnings Survey (SES)

The results of the Structure of Earnings Survey, which is carried out every four years, are avail-
able from Eurostat two years after the end of the reference year. Data from the SES is in-
cluded in the area index 4 — (“distribution of earnings”) with the “rate of low wage earners”
and the “gender pay gap”. The objective of the SES is to ascertain the EU-wide comparable
data on the level and distribution of earnings. Correspondingly, the data is also based on uni-
fied definitions and makes it possible to carry out reliable comparisons between the Member
States. Data on the earnings of employed persons in companies of ten or more employees in
the production sector and private service area are collected (Statistik Austria, 2009A). Euro-
stat provides detailed information on the gross hourly, monthly and annual earnings, paid
leave and annual holiday days. This data makes it possible, among other things, to analyse
the structure and distribution of earnings according to the sector, profession, educational
qualification, age and gender.

Taxation trends in the European Union (Eurostat and DG TAXUD)

Area index 4 — “distribution of earnings” contains an indicator on the taxes on labour as a fac-
tor of production. The data is taken from the publication “Taxation Trends in the European Un-
ion (2010)", which is the result of cooperation between Eurostat and the Directorate-General
for Taxation and Customs Union (DG TAXUD). The publication contains detailed statistical and
economic analyses on the tax systems of the Member States of the EU and Iceland and Nor-
way.

European System of Integrated Social Protection Statistics (ESSPROS)

The expenditure and income in the area of social protection within the EU are recorded an-
nually by means of a harmonised methodology. This is intfended to ensure a comprehensive
and coherent description of the level of social protection within the Member States. The ex-
penditure for social protection is differentiated according to eight functions or risks. These de-
fine the purpose of the provided funds and services; the following functions are referred to:
sickness/health care; disability; old age; family/children; survivors; unemployment; housing
and social exclusion (European Commission, 2008, Statistik Austria, 2010C). In area index 5
(“distribution welfare state”) all functions are included, whereby the three risks, survivors, hous-
ing and social exclusion, are combined tfogether as “other”.

In Austria, Statistik Austria has taken over the task of calculating the ESSPROS data on behalf
of the Federal Ministry for Labour, Health and Social Welfare (BMASK) since the year 2000. This
data is available for download each year on the welbsite of the European Statistical Office.
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UNESCO, OECD, EUROSTAT (database on education statistics)

The expenditure on public and private education, among other things, within the formal
education system, is available within the scope of the UOE education statistics. The indicator,
fotal public expenditure for education (in % of GDP), is incorporated into the area index
“distribution welfare state” (5). The UOE questionnaire is used collectively by the three
organisations, UNESCO, OECD and Eurostat, in order to generate internationally comparable
data from administrative sources on an annual basis.
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Appendix C - Sensitivity Analysis

The Labour Market Monitor report applies sensitivity analysis to test the robustness of its results
and compare the performance of the index to alternative configurations. This chapter ano-
lyses the changes observed upon the modifications of our original model and presents the re-
sults by area index.

In addition to the original methodology described in the previous chapters (referred to as
“baseline” or "main/original method” below), we performed the following analyses:

First we tested the robustness of the index by varying the time of reference (baseline method
used to evaluate data from the previous year, referred to as V3 in Table 28) and by doing an
analysis on the basis of scores achieved in the sub-indices (referred to as V2 in Table 28). The
rankings obtained when computing these alternatives are then compared with the rankings
obtained when applying the original methodology (baseline).

The indicator that serves as a measure of the changes observed in this context is the correla-
fion coefficient, r. A strong correlation between the results of the original methodology (base-
line) and the results obtained when an alternative analysis is performed, implies a high level of
robustness and, hence a high correlation coefficient. A measure of 1 indicates the highest
possible (positive) correlation.

Secondly, we excluded individual indicators (with not more than one indicator being ex-
cluded at a fime) and observed potential changes to the rankings incurred as a conse-
guence (detailed results for Austria by area index are in tables 22-26).

Finally, as the inclusion in area index 5 of expenditure-related indicators as percentage of
GDP, i.e. “social protection benefits as percentage of GDP" and “total public expenditure on
education as percentage of GDP”, has been frequently criticised, we performed a more ex-
tended sensitivity analysis of this area index to test the robustness of its results, excluding these
expenditure-related indicators on social protection benefits and education.

Below is an overview of all analyses applied, providing reference to tables for detailed results.

Table 21: Overview of all analyses applied

Analysis/Method Description Abbreviation Reference
Baseline Complete indicator set Vi Table 27
Sensitivity Correlation Sub-indices V2 Table 27
Senisitivity Correlation Previous year V3 Table 27
Senisitivity Exclusion Exclusion, single indicator None Tables 21-25
Senisitivity Exclusion extended Exclusion, joint indicators None Table 26

S: WIFO.
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Key findings of sensitivity analysis
Testing the robustness of the index by varying the time of reference (baseline applied on da-

ta from previous year, V3 in table 27) and by referring to the sub-indices (V2 in table 27) yields
the following results:

As can be seen in table 27, our findings indicate a strong correlation between the rankings
obtained as a result of the baseline (V1) and the rankings obtained from both alternative me-
thods V3 and V2. Depending on the area index, the correlation between the original method
(V1) and (V2) lies between rvive= .93 and rvive= .98. Therefore it can be assumed that the
ranking will remain robust to possible changes of the indicator weights. Also, a correlation be-
tween rnivs= .83 and riwvs= .99 between the original method (V1) and (V3) implies a relatively
stable ranking from on year to the next.

A comparison of the rankings by method and index shows that Austria’s position within the Eu-
ropean Union changes only slightly, if at all, depending on the index analysed. As for the
“overall labour market performance” index, Austria comes third in each of the three me-
thods. As for the “orientation towards integration* index, it ranks third (V3) or fourth (main me-
thod V1 and alternative V2). By contrast, the Austrian ranking turns out to be more sensitive in
the area of "equity of access and continuity*: While Austria ranks 14th according to main me-
thod results and 19th according to alternative V3 (main method on basis of previous year),
thus being classified as “lower middle", it would be categorized as “upper middle", coming in
12th, when calculating the measure on the basis of sub-indices (V2). In the “earnings distribu-
fion" index, Austria scores 12th (V1 and V3) or 14th (V2), assuming an “upper middle" position.
And, finally, on the measure of social welfare and transfer, i.e. area index 5, Austria is ranked
as either 5th (V1 and V3) or 7th (V2) among the top countries.

Altogether, the changes in ranks within the five dimensions are minor, which means that
changes to the model impact only slightly on the ranking of the countries.

As for the exclusion of indicators, tables 22-26 present the results of the sensitivity analysis (by
index) for Austria. If the exclusion of an indicator results in an improvement of the ranking, this
is indicated by the plus sign (+). The minus sign (-) indicates a deterioration in the ranking fol-
lowing the exclusion of an indicator. If the exclusion of an indicator does not result in a
change of the ranking, this is indicated by the number zero (0).

As can be seen from the tables, a reduction of the number of indicators leads only fo minor
changes in the rankings.

In area index 1, "overall labour market performance” Austria comes third (Table 22), with a
robust result: Only the exclusion of the indicator “real GDP per capita” leads to an improve-
ment in ranking by one place, i.e. second instead of third.

WIFO A n




- 80 -

Table 22: Overall Labour Market Performance (1) — change in ranking posifion for Austria
Austria: Rank 3

Sub-areas Exclusion of the indicator ... RY Change in ranking
Employment e  Employment rate (15-64 years old) 0.99 0

e  Employment rate in full-time equivalents 0.97 0

e  Employment growth compared to the previous year 0.97 0
Unemployment ¢ Unemployment rate (15-64 years old) 0.99 0
Economic Growth e Real GDP per capita (€ per inhabitant) 0.98 1
and Productivity «  Real GDP per capita (index 2001 = 100} 0.95 0

e Labour productivity per person employed 0.97 0
S: Eurostat, WIFO calculations. — ') Correlation coefficient indicating correlation between main method (complete

indicator set) and main method excluding a single indicator.

On the measure of “orientation towards integration”, i.e. area index 2, Austria comes fourth
according to main method results (Table 23). Alfogether, the index is a composite of 13 indi-
vidual indicators, three of which react to modifications of the model: Whereas the exclusion
of the indicator “temporary employment, main reason: could not find a permanent employ-
ment)” brings about a loss of one rank position, the exclusion of either the employment rate
for older workers (rank 2 instead of 4) or the long-term unemployment for older workers (rank
3instead of 4) leads to improvements as indicated in brackets.

Table 23: Orientation towards Integration (2) — change in ranking position for Austria
Austria: Rank 4

Sub-areas Exclusion of the indicator ... RM Change in ranking
Employment e Employment rate (25-44 years old) 0.98 0
e Employment gender gap: Difference between male

and female employment rates (25-44 years old) 0.99
e  Employment rate (55-64 years old) 0.99 2
e  Part-time employment, main reason: Could not find a
full-time job 0.98 0
e Temporary employment, main reason: Could not find
a permanent job 0.98 =
e Employment gender gap: Difference between male
and female employment rates (15-64 years old) 0.99 0
Unemployment e Unemployment rate (15-24 years old) 0.99 0
e Unemployment rate (55-64 years old) 0.98 0
e Long-term unemployment rate (15-64 years old) 0.99 0
e Long-term unemployment rate (55-64 years old) 0.98 1
Labour Market Policy e Public expenditure on (active) labour market policies
as a percentage of GDP 0.99 0
e  Public expenditure on labour market policies as a
percentage of GDP per % unemployed person 1.00 0

e Participants in active labour market policy
measures/interventions as a percentage of the labour
force 0.99 0

S: Eurostat, WIFO calculations. — 1) Correlation coefficient indicating correlation between main method (complete
indicator set) and main method excluding a single indicator.
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On the measure of “equity of access and continuity”, i.e. in area index 3, Austria comes 14th
among the Member States of the European Union (Table 24). This measure is an aggregate of
20 indicators, half of which have shown to respond to modifications of the model.

Table 24: Equity of Access and Continuity (3) — change in ranking position for Austria
Austria: Rank 14

Sub-areas Exclusion of the indicator ... RY Change in ranking
Education e Early leavers from education and fraining 0.99 0
. Population (25-64 years old) with low educational attainment
(max. secondary level 1) 0.99 0
e  Population (25-34 years old), with low educational attainment
(max. secondary level 1) 0.99 0
e Population (25-64 years old), with tertiary educational
attainment 1.00 1
e Population (25-34 years old), with tertiary educational
attainment 0.99 1
e Llife-long learning (Adult participation (25-64 years) in
education and training) 0.99 -1
e Percentage of employees participating in continuing
vocational training 0.99 0
Exclusion e Inactive population (Out of labour force): Main reason care
responsibilities 0.99
e  Part-time employment, main reason: Care responsibilities 0.99 2
e Inactive population (Out of labour force) 1.00 -1
Childcare . Formal child care (children less than three years) from 1 to 29
hours weekly 0.99 0
e  Formal child care (children less than three years) 30 hours or
more weekly 1.00 1
Health e  Number of fatal work-related accidents 0.98 -1
e Healthy life years at birth —women 0.99 1
e Healthy life years at birth - men 0.99 0
e Healthy life years at the age of 65 —women 0.99 0
e Healthy life years at the age of 65 - men 0.99 0
e  Employed persons with disabilities 0.99 o
e Self-perceived limitations of employed persons (severe +
some limitations) 0.99 -1
e Self-perceived health of employed persons (very good +
good) 0.99 0
S: Eurostat, WIFO calculations. — 1) Correlation coefficient indicating correlation between main method (complete

indicator set) and main method excluding a single indicator.

The exclusion of the following indicators leads to a deterioration of the relative position of
Austria, i.e. o the loss of one rank, causing Austria to rank 15th instead of 14th:

e Indicator é: “Life-long learning (adult participation (25-64 years) in education and train-
ing)”

e Indicator 10: “inactive population” (out of labour force)

e Indicator 13: *number of fatal work-related accidents”

e Indicator 18: "*employed persons with disabilities”

e Indicator 20: “self-perceived health of employed persons”
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By contrast, the exclusion of one of the following indicators as listed below causes Austria to
rank higher by one place, i.e. 13th instead of 14th:

e Indicator 4: “population (age group 25-64) with tertiary educational attainment”
e Indicator 5: “population (age group 25-34) with tertiary educational attainment”

e Indicator 12: “formal child care (children younger than three years) 30 hours or more
weekly”

e Indicator 14: “healthy life years at birth — women”

An improvement of two positions would be brought about by the exclusion of the indicator of
“part-time employment, main reason: care responsibilities” — a measure on which Austria
scores second-highest and therefore second last of all European countries.

In area index 4, “distribution of earnings”, Austria’s position is 12, with all, i.e. even slight
modifications having an impact on Austria’s ranking. An improvement of Austria’s position
can be brought about by excluding the indicators on which Austria performs poorly relative
to other EU Member States. The exclusion of the indicator “taxes on labour in % of total
tfaxation” leads to an improvement of the Austrian position by three ranks and the
exclusion of the indicator “"gender pay gap” to an improvement by two ranks.

However, the exclusion of one of the remaining six indicators leads Austria to perform worse
relative to other Member States. Thus, exclusion of the indicator “compensation of employees
per capita in PPS” results in the loss of two rank positions and the exclusion of the following
indicators in the loss of one:

e Indicator 1: “nominal wages per employee in PPS”

e Indicator 3: “compensation of employees as a percentage of GDP”
e Indicator 4: “income quintile share ratio”

e Indicator é: “working poor”

e Indicator 7: “proportion of low wage earners”

Table 25: Distribution of Earnings (4) — change in ranking position for Austria
Austria: Rank 12

Sub-areas Exclusion of the indicator ... RY Change in ranking
Income/Salary ¢  Nominal wages per employee in PPS 0.98 =1
e Compensation of employees per capita in PPS 0.98 -2
Distribution of Earnings  © Compensation of employees as a percentage of
GDP 0.97 -1
e Inequality of income distribution —income quintile
share ratio 0.98 -1
e Taxes on labour as a percentage of total taxation 0.97 3
Working Poor e Working poor 0.98 -1
e  Proportion of low wage earners (full-time employees) 0.98 -1
Gender Pay Gap e Gender pay gap 0.97 2
S: Eurostat, WIFO calculations. — 1) Correlation coefficient indicating correlation between main method (complete

indicator set) and main method excluding a single indicator.
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As for the social welfare index, i.e. index 5, Austria comes fifth in the table of EU states. The
exclusion of the indicators “social protection benefits as a percentage of GDP” related to
“sickness/health care” and "“disability” would cause Austria to rise up one rank.

By conftrast, if the indicator “social protection benefits as a percentage of GDP” related to
“family/children” is not taken info account, Austria will drop one place. And, in case the fol-
lowing indicators are excluded, two places:
e Indicator 3 “social protection benefits as a percentage of GDP” related to “old
Oge”
¢ Indicator 5 “social protection benefits as a percentage of GDP" related to “"unem-
ployment/unemployment rate”

e Indicator 7 "at-risk-of-poverty rate after social transfers”

Table 26: Distribution by the Welfare State (5) — change in ranking position for Austria
Austria: Rank 5

Sub-areas Exclusion of the indicator ... RY Change in ranking
Social Protection Social protection benefits as a percentage of GDP (1-6)
Benefits e  Sickness/health care 0.99 1

e  Disability 0.98 1

e Old Age 0.98 2

e  Family/children 0.98 -1

¢ Unemployment/unemployment rate 0.99 -2

e  Ofther functions (survivors, housing, social exclusion) 0.99 0
At-Risk-Of-Poverty 0.99 -2

e At-risk-of-poverty rate after social transfers 0.99 0

e Improvement in the rate of at-risk-of-poverty through

fransfers 0.99 0

Expenditure on . Relative median at-risk-of-poverty gap
Education 0.99 0
S: Eurostat, WIFO calculations. — 1) Correlation coefficient indicating correlation between main method (complete

indicator set) and main method excluding a single indicator.

Finally, the results of our extended sensitivity analysis based on the exclusion of indicators
show that, when excluding all but the three “at-risk-of-poverty” indicators, Austria drops four
places, from the 5th place among top countries to the 9th place, i.e. to the position classified
as “upper middle". When adding the indicator “social protection benefits as percentage of
GDP"” (“unemployment*) to the three indicators reflecting State intervention, Austria scores
6th. In contrast to other social protection benefits, those related to unemployment are not
only measured as a percentage of GDP but stafistically adjusted by dividing them by the un-
employment rate to reflect the fact that social expenditure is traditionally higher in countries
with higher unemployment rates. The results of the sensitivity analysis show that calculated in
this way, Austria’s position would only change slightly, i.e. one rank, as compared to the re-
sults of the original model and methodology.
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Table 27: Distribution by the Welfare State (5) — Extended sensitivity analysis
Austria: Rank 5

Method Indicators Indicators R') Change in ranking
Extended Sensi-
fitvity Analysis 1 3 indicators In the sub-area “at-risk-of-poverty” 0.82 -4
] In the sub-areas of “at-risk-of-poverty” and “social
Extended Sensi- A : -
titvity Analysis 2 4 indicators protection benefits as a percentage of GDP per % 0.88 -1

unemployed”

S: Eurostat, WIFO calculations. — 1) Correlation coefficient indicating correlation between main method and main me-
thod applied to reduced set of indicators.

How to read the table: When taking info account the complete set of 10 indicators, Austria ranks 5th in the table of

EU countries. When reducing the index to an aggregate of the three at-risk-of-poverty indicators, Austria drops four
places, from the 5th place to the 9th.
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Appendix Tables

In the following, both the raw data and also the ranking results are presented in table form.
Upon request of the experts at the Chamber of Labour of Vienna, several indicators are in-
cluded in the raw data according to gender, i.e. separately as men and women. Indicators
represented according fo gender will nevertheless be calculated in each area index simply
as a “total”.
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