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Abstract

With the adoption of the European Employment Strategy and the Lisbon strategy,
convergence of social protection goals and labour market policies across EU member
states have become important objectives at the European agenda. Embedded in
convergence, Europeanisation and welfare state literature, this thesis examines the
role of European integration in changing social policies. This study shows that since
1995 social expenditures of EU member states have converged and increased on
average, whereas non-EU countries have diverged, controlled for cyclical and
demographic effects. This EU-specific convergence pattern of social expenditures
leads us to the subsequent question whether national policies also converged.
Relying on disaggregated expenditure data and indicators for several policy
instruments, I found that labour market policies have become increasingly activating,
whereas non-EU countries have not. Although EU member states tend to follow the
policies of the European guidelines and recommendations, this thesis provides
evidence that some active labour market policy instruments are more eligible to
converge than others.

Keywords: welfare states, convergence, active labour market policies,
Europeanisation
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1. Introduction

Over the last decade, the European Commission revitalized the debate about
convergence patterns across EU member states. Policy initiatives like the European
Employment Strategy and the Lisbon strategy are launched to strengthen social
cohesion in the EU. The underlying, relatively new and intergovernmental means of
EU governance, the open method of coordination (OMC), is based on voluntary
cooperation of its member states. It is expected to facilitate the convergence of
national social policies towards the common EU goals. These European goals are
intended to function as a double-edged sword. On the one hand, governments
should increase the level of social protection to reduce poverty and to combat social
exclusion. On the other hand, increasing labour market participation supports
Europe’s competitiveness, while converging labour market policies smoothens the
functioning of the single market.

Earlier quantitative research has shown convergence of social protection
systems in the EU countries over the last decades. However, it is indistinct to what
extent this convergence can be attributed to any European influences, because
domestic and global dynamics have not been taken into account by most scholars.
The picture becomes even more complicated by the results of qualitative studies,
which found divergence of national social policies. Hence, the present study
combines a set of tools to account for the overall question whether social policies in
EU member states have converged and to what extent this can be attributed to the
process of European integration.

To answer this question I analyse the degree of convergence of social
expenditures first, as a measure for the financial efforts of social provision. By
controlling social expenditures for cyclical and demographic factors, I try to separate
the effects of parallel but independent domestic developments from globalisation and
Europeanisation effects. The selection of EU member states and non-EU countries
controls for the effect of European integration more specifically. These data illustrate
that social expenditures in mature welfare states have converged over the last 20
years. However, since 1995 the degree of convergence has been more pronounced in
EU member states, than across other OECD countries.

This EU-specific convergence pattern of social expenditures leads me to the
subsequent question whether national policies also converged. With the adoption of

the European Employment Strategy (EES) in 1997, labour market policies were in



fact the first social policies coordinated at the European level. Basically, the rationale
of the EES is that member states should use more active labour market policies
(ALMPs) in order to reduce unemployment and to increase employment. As a result,
national employment policies should converge towards common EU objectives.
Member states can use a broad range of policy instruments to increase the labour
market participation of unemployed people. Therefore, this study includes indicators
for many policy instruments, in order to assess the convergence of ALMPs. This
approach allows to identify different approaches to the achievement of the same goal.
Relying on ALMP expenditure data and policy indicators, this study is
methodologically a bridge between large-n, quantitative expenditure studies on the
one hand and qualitative policy studies on the other.

To highlight again, this study focuses on the impact of European integration
on changes in social and employment policies across member states. Accordingly,

the main and subsequent questions are as follows:

Main question:
Have social policies in EU member states converged and, if so, to what extent can

this be attributed to European integration?

Subsequent questions:
1. To what extent have the expenditures on social welfare in EU member states
converged?

2. To what extent have national social policies in EU member states converged?

Outline

The thesis is structured as follows. In Chapter 2 the Europeanisation and
convergence of social policies is discussed, based on a critical assessment of the
literature. Chapter 3 presents the underlying research design. Here I focus on the
welfare state indicators used to assess convergence patterns across EU and non-EU
countries. Chapter 4 presents the results of the cross-country analysis. The analysis
shows that EU countries converged at a high abstraction level, but did converge less
at the level of the content of policy instruments. However, since the data also show
that EU countries have shifted to more ALMPs, while non-EU countries have not,
there might be some evidence for Europeanisation of labour market policies. Chapter
5 concludes the thesis by reflecting on the broader implications of its analysis, for

European and national labour market policies and future research in the field.



2. Social Convergence in the European Union

Introduction

The effects of European integration on national social policies has been discussed in
several domains of the literature. Generally, two types of Europeanisation -direct
and indirect- can be distinguishes, which will be discussed first in this chapter. Then,
I continue with discussing the European impact on a specific policy field, namely
active labour market policies. The next section discusses how European policies could
lead to convergence of national labour market policies, arguing that convergence in
social expenditures is something different than convergence in policy instruments.
Then the existing empirical convergence literature will be reviewed. To conclude, the
chapter summarizes the findings that will further guide the current study’s line of

argumentation.

Direct and indirect Europeanisation of national social policies
In the field of social policy, Europeanisation of national social security entails direct
and indirect effects (Leibfried, 2000: 47; Falkner, 2007: 259). Direct effects refer to
the implementation of EU social policies, while indirect effects refer to the impact of
the creation of a single market on national social policies.

Although social progress has been an EU objective since the Treaty of Rome
in 1957, it is only from the end of the 1990s that social security has become a
significant EU policy area, which may be illustrated with terms like “convergence
strategy” and “common objectives”. In 2000 the European Council adopted the goal
that besides economic growth social cohesion should also be strengthened in the EU.
The open method of coordination (OMC) was introduced ‘as the means of spreading
best practice and achieving greater convergence towards the main EU goals.! Taking
the differences of the European welfare states into account, the OMC is a set of non-
binding instruments, like the adoption of guidelines, indicators, recommendations
and national action plans.?

Indirect effects of European integration on national social security systems
refer to effects of economic integration. Three of these effects are distinguished. First,

European integration leads to increasing mobility of production factors. Migration of

! Lisbon European Council 23 and 24 March 2000, Presidency Conclusions, paragraph 37.

2 Since eventual OMC related policy changes at the national level are the result of mechanisms as
learning and peer pressure, rather than of the implementation of EU law, effects of the OMC could also
be categorised as indirect effects of European integration (Vink and Graziano, 2007: 10).



employees may be harmful when it is triggered by differences in generosity of
welfare systems. Countries with high social benefits accompanied with a high tax
burden stimulate net payers to go abroad and attract net receivers from abroad at
the same time. This adverse selection problem puts pressure on the generosity of
social security systems, because the social expenditures rise and the tax base
narrows. In the end, this results in convergence to lower social protection levels
(Sinn, 1990; Sinn, 2002). Second, increased international competition forces
governments to reduce their social standards to offer attractive, competitive
conditions for companies in order to keep them within their borders and to stimulate
employment. Consequently, competition between governments leads to lower
standards of social policies, the so-called ‘social race to the bottom’ or ‘social
dumping’ (Scharpf, 1999). However, it can be counter argued that the decisions of
companies only depends on total labour costs and its relation to the productivity of
employees. The generosity of the social security system, the division between wage
and non-wage costs, therefore fully reflects the preferences of the employees
(Baldwin and Wyplosz, 2004: 184). Consequently, an increase in international
competition does not necessarily lead to a lower levels of social protection.

In contrast to the first two effects, a third indirect effect of European
integration could lead to increasing spending on social protection. To insure
themselves against the increased dynamics of the labour market due to international
economic integration, people desire higher levels of social protection (Rodrik, 1997;
Agell, 1999). And economic growth stimulated by European integration enables
financing more generous social security systems (Cornelisse and Goudswaard,
2002:5).

Europeanisation of active labour market policies

Active labour market policies are policies aimed at labour market participation of
citizens. Hence, passive policies can be understood as policies which entitle
unemployed people to benefits (Van Berkel and Hornemann Mgller, 2002).
Governments can intervene in the labour market with several ALMP programs, such
as labour market training and services of employment agencies like job search
courses. Nevertheless, passive policy instruments could be activating as well by
changing tax and benefit schemes. Whereas the foregoing instruments are oriented
at the supply side of the labour market, ALMPs can also be focussed at the demand

side, for instance through wage subsidies for employers.



European labour market policies, such as the employment guidelines of the
European Employment Strategy, are mainly focused at ALMPs. According to
European policies, activating policies are not only aimed at reducing unemployment,
but also at increasing employment and combating social exclusion. Like the OMC, the
EES is a set of non-binding instruments like guidelines and recommendations.
Because of the emphasis of the European Commission on ALMPs, it is hypothesised
that national labour market policies are shifted from a passive towards a more
activating approach and that national ALMPs have converged. Another important
instrument of European Commission in the area of employment policies is the
European Social Fund (ESF) (Molle, 2006: 309). This fund, one of the EU’s structural
funds, subsidizes concrete programmes that are aimed at combating unemployment,
for instance educational programmes. However, since the ESF programmes are
mainly granted to specific projects and regions, which may in itself combat
unemployment quite effectively, it is the question whether the ESF subsidies lead to
changes of national labour market policies. All in all, the first way in which national
policies may have been influenced is through European employment policies.
However, national labour market policies may have been influenced by other
international organisations than the EU as well. Traditionally, the OECD also pleads in
its reports, for example the OECD Jobs Study (1994), for activation of labour market
policies. However, the OECD labour market policy discourse is more liberal than that
of the EU.

The second path of European influence on national labour market policies is
via European monetary integration. Since the Maastricht convergence criteria
entered into force after 1 November 1993, the members of the European Monetary
Union (EMU) are constricted in applying economic policies to boost their economies
in order to reduce unemployment levels. First of all, for national authorities it is no
longer possible to stimulate the economy by increasing their competitiveness via
monetary policies. Second, the EMU criteria set borders to budget deficits and
inflation rates meaning that member states are limited in applying budgetary policies.
All in all, since member states are limited in applying monetary and budgetary
policies, the EMU has limited the repertory of responses of policy makers to
economic shocks to supply-side strategies as ALMPs, lower tax burdens deregulation,
flexibilisation, wage differentiation and welfare cutbacks to reduce the reservation
wage (Scharpf, 2002: 649). This means that because of the EMU we may expect an

increase in ALMPs across European countries.



Policy convergence

To analyse whether the European agenda has penetrated the policies of the member
states, I examine whether national labour market policies have converged in terms
of a more activating approach. Generally, convergence can be understood as a
decrease in variation of policies across countries over time. To measure policy
convergence, I first use several social expenditure measures, indicating the financial
efforts of social provision. But since expenditure measures only indicate policy inputs,
this study also attempts to measure convergence in policy outputs, using several
indicators which will be discussed in chapter three. Policy outputs refer to the policy
programs adopted by governments, with which policy makers attempt to actively
influence society and economy (Bennett, 1991; Unger and Van Waarden, 1995;
Holzinger and Knill, 2005). Within the scope of policy outputs, convergence can be
measured at different levels, ranging from abstract policy goals to detailed
specifications in laws. Convergence of policy goals refer for example to a situation in
which a number of countries pronounce to intend to focus on increasing participation
and reducing unemployment. Convergence of policy instruments, in contrast, refers
for instance to a situation in which a number countries reduce the duration of
unemployment benefits.

In the literature on Europeanisation of social protection, the relation between
changes of policy goals and policy instruments is highly debated. In the European
Employment Strategy, formal targets are set by the European Commission and the
choice of the instruments to achieve these ends are left to the member states.
Therefore, many authors who examined the impact of the EES do not find
instrumental changes in labour market policies on the national level as a result of the
EES, but instead they do find changes of goals, paradigms and discourses
(Sotiropoulos, 2004; Zimmerman, 2006; Zeitlin and Pochet, 2005; Lépez-Santana,
2006). For example, Serrano Pascual (2004) assesses, based on a number of case
studies of countries, whether the European attention for ‘activation’ has led to
convergence of labour market policies of European countries. The major finding is
that most of the European countries have incorporated the activation concept.
However, it is not clear whether there is convergence at the level of the content of
the policies. The thesis put forward (p.500) is that there is divergence at the level of
methods and principles, while there is convergence of ideologies. These differences
in implementations of policy instruments, which instruments are applied, are

explained by differences in welfare regimes. Since countries can choose several



instruments to make a shift towards ALMPs, it is possible that although all countries
activate their labour market policies, these policies do not converge. To assess the
degree of convergence across the EU, all 15 EU countries should be included.
However, most studies concerning convergence of labour market policies, as Serrano
Pascual’s study, select only a small number of countries (Clasen e.a., 2001; Hvinden
e.a., 2001).

Although changes in policy goals do not necessarily lead to congruous
changes in policy instruments, it is very well thinkable that convergence of policy
goals across member states ultimately leads to convergence of policy instruments.
After all, mechanisms of the EES like mutual learning on best practices and the
yearly council recommendations on the national performances are focused on policy
instruments. Therefore, Europeanisation of labour market policies may lead to
convergence of ALMP instruments. However, we should note that convergence is
something different than Europeanisation (Radaelli and Pasquier, 2007: 39).
Convergence of national policies could be a consequence of Europeanisation. After all,
in the convergence literature trans-national communication, which is a mechanism in
the EES, is considered as an important explanatory mechanism for convergence
(Holzinger and Knill, 2005). But convergence is not necessarily the equivalent of a
European impact, and divergence is not necessarily the absence of Europeanisation.
After all, policy convergence could also be the result of globalisation, influences of
international organisations such as the OECD, or convergence may occur as a result
of equivalent but independent responses of political actors to parallel problem

pressures (Holzinger and Knill, 2005: 786)

Earlier findings on social expenditures

Over the past decades the attention for analyzing convergence of social expenditures
has grown steadily. Early scholars as Wilensky (1975) show that from the 1950’s
social expenditures have grown in rich countries. The hypothesis is that due to
similar developments as industrialization and economic growth public expenditures
on welfare of modern societies will converge. Montanari (2001: 470) calls this the
‘old convergence’ hypothesis. O’‘Connor’s (1988) study, however, does not confirm
this old convergence hypothesis empirically. She concludes that there is minimal
convergence in social transfers and social expenditures among 17 countries in the
period 1960-1980. When she breaks up this period to identify the effect of the oil



crisis, she finds a slight convergence between 1960 and 1973 and a slight divergence
between 1973 and 1980 of both indicators.

From the mid 1990’s, the central argument is that globalisation and
Europeanisation lead to a downward convergence of social expenditures. This
argument is what Montanari (2001: 470) calls the ‘new convergence’ hypothesis.
Empirically, scholars found no evidence supporting this hypothesis. Greve (1996)
assesses the impact of European integration on social policies and he finds upward
convergence of the expenditures on social protection in 12 EU countries in the period
1980-1993. Cornelisse and Goudswaard (2002) find not only an upward convergence
in social benefit expenditures, but also in gross replacement rates of unemployment
benefits. Their study shows that EU countries as well as non-EU OECD countries
converged between 1960 and 1980, but that between 1980 and 1999 only the EU
countries converged. Also Goudswaard and Caminada (2006) find a strong upward
convergence in European social spending and gross replacement rates of
unemployment benefits. However, the authors argue that it is too early to attribute
the convergence in social expenditures to European integration. Castles (2004: 37)
found for social expenditures upward convergence across 21 OECD countries
between 1960 and 1998. Whereas for social expenditures controlled for ageing and
unemployment he found downward convergence in the period 1980 and 1998.
Bouget (2003) divides the period 1980-1998 into three sub periods. He finds in an
EU-14 sample as well as in an OECD-21 sample convergence between 1980 and
1990, divergence between 1990 and 1993 and again convergence between 1993 and
1998. Pestieau (2006) concludes that there is a limited tendency towards
convergence in spending during the period 1980-2001. Adelantado and Calderén
Cuevas (2006) found that European welfare states are converging towards the
middle in terms of public expenditure, social protection expenditure, income
inequality and the risk of poverty between 1992 and 2001. Alsasua et al (2007) show
a picture of convergence across EU-member states between 1985 and 1999.

All in all, although many qualitative guided researchers favour theoretical
arguments and find empirical evidence of continuing national diversity (Pierson, 2001;
Daguerre and Taylor-Gooby, 2004; Hvinden, 2004), the overall result of quantitative
studies seems to be that there is convergence in social expenditures across European
countries over the last 25 years. However, it is indistinct to what extent this
convergence can be attributed to any European influences, because domestic and

global dynamics have not been taken into account by most scholars.



Conclusion

National social policies can be influenced directly through EU social policies and
indirectly through European economic integration. A particular European policy field
aimed at converging national active labour market policies is the European
Employment Strategy. The literature review shows that the results of the existing
literature are ambiguous. On the one hand qualitative case studies find that the EES
has increased the attention for ALMPs, but at the same time ALMP instruments are
diverging. However, this conclusion is complicated since these studies include only
small numbers of countries. On the other hand, quantitative convergence studies find
convergence of social expenditures. Problematic here is that the EU impact is unclear,
since these studies do not control for domestic socio-economic effects and for
globalisation. Another problem is that these studies solely focus on expenditure
indicators. Therefore, the present research attempts to control the expenditure data
for other dynamics than Europeanisation and to incorporate policy indicators in

quantitative convergence research.






3. Research design

Introduction

To analyse whether social policies in EU member states have converged and to
determine to what extent convergence patterns can be attributed to the effects of
European integration, a comparative research design has been chosen. The first part
of this chapter discusses the several welfare state indicators. It starts with social
expenditure indicators in general and measures for expenditures on active labour
market policies in particular. Then, the study includes a number of policy indicators
covering several active labour market policy instruments, because expenditure
measures alone are not enough to indicate policy changes. The benefit of this
approach is that it allows to indicate the instruments that have become dominant
across the European welfare states, and those most eligible to converge. The chapter
concludes by explaining the methods to measure the degree of convergence and the

selection of countries.
Measures

Social expenditures

Firstly, I use the level of social expenditures as a percentage of GDP, indicating the
financial efforts of social provision.® Secondly, I use expenditures on ALMPs as a
measure of the effort countries make to avoid high levels of unemployment . The
following areas are included: expenditures on employment services, labour market
training, youth programmes, subsidised employment and programmes for the
disabled. Hence, a trend towards an activating approach should be indicated by an
increase in the expenditures. I use data from the most recent OECD Social
Expenditure Database (2007). This database contains data at different aggregation
levels. In comparative and convergence studies of welfare states, the level of social
expenditures is a widely used indicator of the financial efforts of social provision.
However, social expenditures as policy indicators have their limitations (Clasen en
Siegel, 2007; Kiahner, 2007).

3 These expenditures include the following nine social policy areas: old-age (i.e. pensions), survivors (i.e.
pensions and funeral payments), incapacity-related benefits (i.e. disability benefits), health care, family
(i.e. child allowances), active labour market policies (i.e. employment services, labour market training,
subsidised employment), unemployment (i.e. unemployment compensation, early retirement for labour
market reasons), housing (i.e. housing allowances and rent subsidies), other social policy areas (i.e.
social assistance, food subsidies).
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The first limitation is that since the expenditures are measured at high
aggregation level, it is not clear which policies are represented by changes in
expenditures. Therefore in this study I also analyse four indicators of expenditures at
a lower abstraction level, namely public employment services, special programmes
for youth when in transition from school to work, labour market training and
subsidised employment (Calmfors e.a., 2001). Still, expenditure indicators do not
capture changes in the content of specific policy instruments. Spending based
analyses provide valuable insights, but spending measures alone are not enough to
indicate policy changes. Therefore, I also include several policy indicators which will
be discussed below. Second, changes in levels of expenditures expressed as
percentages of GDP do not only indicate changes in social expenditures, but also in
GDP, which is called the denominator effect. Therefore, I express the expenditures
on ALMPs also as a percentage of the total expenditures on labour market policies,
which is the sum of expenditures on passive and active labour market policies. Hence,
changes of this indicator indicate relative shifts in efforts that countries make
between passive and active labour market policies.

Third, changes in expenditure ratio’s may not be caused by policy changes,
but simply by the number of beneficiaries as a result of ageing populations or
changes in unemployment levels due to cyclical factors. Social expenditure changes
may not be determined by changes in policies, but by changes in demand for
benefits. To control for these changes in demands, social expenditure ratio’s are
divided by the unemployment rate* plus the percentage of people aged 65 and
older® (Clayton and Pontusson, 1998; Castles, 2004). Although it is the trend in the
resulting social expenditure ratio’s rather than their absolute level, which is relevant
here, the resulting ratio’s give ‘a crude measure of welfare generosity, theoretically
to be interpreted as the percentage of GDP received in welfare spending for every 1
per cent of the population in need’ (Castles, 2004: 36). An obvious deficiency of this
indicator is that it implies that only two groups of welfare recipients receive all the
social expenditures (Castles, 2004: 36). The reason I select the unemployment rate
and the percentage of the population aged 65 and older to control for, and not
another group of welfare recipients, for instance the number disabled persons, is that
I intend to control for cyclical and demographic trends which might cause
convergence patterns in social expenditures. Probably, there is no such trend in the

number of disabled people.

* The number of people unemployed as a percentage of the labour force.
® Population aged 65 and above as percentage of the total population.
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Expenditures on ALMPs are not sensitive for demographic pressures, but of
course they are for unemployment levels (Janoski, 1990; Armingeon, 2007).
However, also this problem is solved by expressing expenditures on ALMPs as a
percentage of total labour market policies, since passive and active labour market
policies are both influenced by unemployment levels. In addition, I included an
indicator in which the expenditures on ALMPs are controlled for unemployment levels,
by dividing the expenditures by the unemployment rate.

Finally, the impact of the tax system on social spending differs across
countries, because in some countries cash benefits are taxable, while in other
countries they are not. This complicates the comparability of the net social efforts.
However, since expenditures on ALMPs do not include benefits to unemployed people,
there is no impact of the tax system. Furthermore, because the tax system can also
be used for policy purposes, I included a separate indicator for income taxes, which

will discussed below.

Characteristics of unemployment benefits

To activate unemployed people governments also change unemployment benefits
schemes into activating benefit schemes. The general rationale is that less generous
benefit schemes decrease the disincentives to work, because the reservation wage of
an unemployed person will be lower. Therefore people will sooner accept jobs. This
study includes several policy indicators for changes in benefit schemes. First, for the
qualifying or entitlement conditions I use the number of weeks of insurance required
to qualify for unemployment benefits. When the qualifying conditions are higher, it is
more difficult to receive unemployment benefits and people will accept jobs sooner,
in order to prevent a situation without income. The second characteristic of
unemployment benefits is the waiting period, measured as the number of days
persons must wait to start receiving benefit after becoming unemployed. In some
countries unemployed people have to wait several days before benefits can be
claimed. The rationale of such a waiting period is that it discourages people to quite
their jobs and become unemployed (Schmid, 1995). Hence, if governments intend to
use such periods in which no benefits are paid to keep people active, we can expect
an increase in the number of waiting days across countries. A third characteristic of
benefit schemes is the duration, indicated by the weeks of benefit entitlement.® Also

shortening the duration of unemployment benefits may incite unemployed people to

% This excludes periods of means-tested assistance When relevant, it was assumed that the worker is
aged 40 years and has paid insurance for twenty years.

13



accept jobs sooner (Layard e.a., 1991). Therefore, changes in the duration of
unemployment benefits may have an activating effect. For the abovementioned three
indicators, qualifying conditions, waiting period and duration of benefits, I use the
Welfare State Entitlements Data Set (Scruggs, 2005). This data set contains several
welfare state indicators for 18 countries. Unfortunately, the data set does not include
all EU 15 countries.

Next, the level of benefits is important. High levels of unemployment benefits
function as disincentives for unemployed people to find work and to accept jobs.
Hence, if unemployment benefits are reformed into an activating direction, the
benefit levels are lowered. As indicator for the level of benefits, I use unemployment
replacement rates, indicating the proportion of income from work replaced by
unemployment benefits. In most studies replacement rates are used as measures of
benefit generosity. However, replacement rates can only be seen as limited
indicators of the generosity of benefit systems (Whiteford, 1995). Some of the
limitations are: first, not all relevant aspects of benefit systems may be taken into
account, such as housing subsidies; second, taxation can complicate the
comparability across countries; and third, replacement rates are based on
entitlement criteria and often represent only the maximum payments available in the
circumstances specified. The final limitation mentioned is indeed problematic for
measuring benefit generosity, but it is exactly the right indicator for measuring
changes in policies, as is the case in this study. In this study I use gross replacement
rates from the OECD (2006), which represents a variety of previous income,

household, and unemployment spell situations.

Income tax rates

Most studies on ALMPs only focus on explicit activating instruments as training and
availability requirements. However, fiscal instruments like income tax credits may be
just as effective (Whitehouse, 1996). The rationale behind fiscal instruments is to
increase the attractiveness of work, by increasing the difference in income levels of
working and being unemployed, often referred to as ‘making work pay’. Naturally,
the same objective could be achieved by lowering benefit levels. However, the latter
is politically probably more demanding. I use OECD (2005) data on income tax plus
employee contributions less cash benefits as a percentage of gross wage, of a one-

earner family with two children and an ‘average production worker’ wage.
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Availability requirements and benefit sanctions

An important characteristic of ALMPs is that people have to comply with conditions to
receive benefits, usually meaning that people have to be available for the labour
market. Therefore, people have to seek jobs actively, they have to participate in
active labour market programmes such as training, and they have to accept suitable
job offers. The stricter these conditions are, the more activating they are. These
availability requirements can be enforced through benefit sanctions, implying
temporary reductions in benefit payments. Most comparative studies on availability
requirements and benefit sanctions are small-N studies. Since availability
requirements and benefit sanctions are usually described in legislation, it is difficult
to construct quantitative measures in order to compare many countries over time.
Hence, only a few indices are available. Gray (2003) constructed an index for benefit
sanctions, covering 14 OECD countries, but only for one year. Kvist (2002) derived
an index covering the period 1990-1998, but this index covers only seven countries.

To compare these availability requirements across countries and over time, 1
use scores on an index of availability requirements which is constructed by the
Danish Ministry of Finance (Ministry of Finance Denmark, 1998; Hasselpflug, 2005).
The index is composed of a weighted average of scores on five indicators, measuring
the demands on job search activity, the extent to which participants in active labour
market programmes have to accept job offers, the demands concerning occupational
mobility, the demands concerning geographical mobility of the unemployed, and the
extent to which persons can reject a job offer or participation in an active labour
market program. The index ranges from 1 to 5. The higher the score on the index,
the stricter the conditions, meaning that unemployed have to be more available.

To measure changes in benefit sanctions I use another index from the same
dataset of the Danish Ministry of Finance. This index is composed of a weighted
average of scores on three indicators, measuring benefit sanctions applied in cases
of self-induced resignation from jobs, refusal of participation in active labour market
programmes and refusal of job offers without valid reasons. Likewise the availability
requirements index, the benefit sanctions index ranges from 1 to 5 and the higher
the score, the stronger the sanctions. The scores are based on two surveys
conducted by the Danish Ministry of Finance, the first was held in the mid 1990’s and

covers 19 countries.” The second survey was held in 2004 and covers 25 countries.

7 According to the Danish Ministry of Finance (1999) these data refer to the mid 1990’s. Like Nickell e.a.
(2005) we therefore assume that these data refer to the year 1995.
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Unfortunately, there were only 16 countries that have participated in both

questionnaires.

Method: Convergence and Europeanisation

Since a main problem in the Europeanisation literature is how to demonstrate that
domestic changes have been caused by EU-level factors rather than global or
domestic dynamics (Haverland, 2006) this study controls for cyclical and
demographic factors. To indicate whether it is Europeanisation rather than
globalisation that has had any impact on the convergence of ALMPs, I include not
only EU member states, but also other OECD-countries. These non-EU OECD
countries control for the effects of globalisation and influences of other international
organisations.® As the EU member states, these non-EU countries are advanced
societies and capitalist economies.

In addition, I also include new EU member states. About the influence of EU
policies on the social security systems of the new member states is not much known
yet. Therefore, it is an interesting question whether social expenditures of new
member states have changed over time and if, whether these patterns have been
caused by global, European or domestic influences. Also social security in the new
member states in general is a rather unknown domain. For example, we do not know
to what kind of welfare regime these countries belong. Central and East-European
countries may even form a new welfare regime. Unfortunately, international
comparative expenditure data is only available for four new member states, namely
Czech Republic, Hungary, Poland and Slovak Republic. Data on policy instruments is
not available at all for these countries. But as Holzinger (2006: 282) points out, in
convergence research it is almost the rule that it is impossible to obtain a complete
data set for a given policy field, set of countries and time period.

To assess developments of convergence or divergence the standard deviation
and the coefficient of variation® are calculated for several years.!® A decrease over

time in these variation measures points out that there is convergence, while an

8 It should be mentioned that European non-EU countries as Switzerland or Norway may also be
influenced by European integration, for example via policy competition. However, policy competition on
ALMPs is not very plausible, but see Franzese and Hays (2006).

° The coefficient of variation is defined as the standard deviation divided by the mean of the
corresponding data set. Because the standard deviation rises with the mean of the data set, it is
valuable to use both the standard deviation and the coefficient of variation.

9 In the convergence literature several types of convergence can be distinguished. The most common
type is o-convergence. Studies concerned with this type, analyse the decrease in variation of domestic
policies. Because of its indication of ‘growing together’, it is a basic logic for studies measuring the
similarity of policies. Since this thesis has an interest in the variation of social policies over time, we use
g-convergence.
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increase indicates that the settings of the policy instrument diverged.!! Furthermore,
the development of the mean signifies the direction, more or less activating, of the
convergence or divergence. Constrained by data availability, our empirical study
covers the years 1995 up till 2003, which captures the adoption of the EES.!?
Although the new member states had not acceded the EU yet during this period, EU
policies might have played an important role in the development of the social
security systems of these countries. After all, the acceding countries had to adopt

the entire acquis communautaire before their entering into accession negotiations.

1 The meaning of the calculated variance measures for the new member states is limited, since only four
countries are included. Instead, it is more interesting whether the level of social protection in the new
member states has converged towards the level of the old member states.

12 The earliest data on availability requirements and benefits sanctions are from 1995.
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4. Results

Introduction

After reviewing the literature, I discussed the measures and methods to analyse to
what extent social expenditures and social policies in EU member states have
converged. This chapter presents the results of the empirical analysis. Starting with
the simple total social expenditures, I demonstrate the effect of correcting for
cyclical and demographic effects on this widely used indicator. Then, the results for
the expenditures on active labour market policies show the potential effect of the
European Employment Strategy. Finally, the convergence analysis will be completed
with the measures indicating changes in policy instruments. The chapter concludes

with an overall discussion, combining the results on all indicators.

Total social expenditures

Table 1 illustrates patterns of convergence in social expenditures of the EU countries
and the other OECD countries. Between 1985 and 2003 the standard deviation and
the coefficient of variation of social expenditures of the EU-15 declined, while the
average level of social expenditures increased. Also the average level of social
expenditures of the non-EU countries increased, but the standard deviation only
decreases between 1995 and 2003. Obviously, these data indicate a ‘race to the top’
rather than a ‘race to the bottom’. The social expenditures have increased in the new
member states as well. The rather strong social convergence in the EU can be largely
explained by the rapidly catch up of the Mediterranean countries, which had

relatively low levels of social protection in 1985.
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Tabel 1 Total social expenditures (26GDP)

1985 1995 2003 Change

1995-2003

Australia 13.02 17.13 17.90 0.77
Austria 23.86 26.58 26.05 -0.53
Belgium 26.12 26.35 26.48 0.12
Canada 17.27 19.20 17.27 -1.92
Czech Republic : 18.24 21.13 2.89
Denmark 24.18 28.87 27.58 -1.29
Finland 22.79 27.36 22.45 -4.90
France 25.77 28.35 28.72 0.37
Germany 23.63 26.60 27.25 0.65
Greece 17.89 19.30 21.30 2.00
Hungary : : 22.68 :
Ireland 21.81 16.32 15.93 -0.39
Italy 20.81 19.79 24.19 4.40
Japan 11.15 13.89 17.73 3.84
Luxembourg 23.14 23.77 22.25 -1.52
Netherlands 24.22 22.79 20.67 -2.12
New Zealand 17.97 18.95 18.01 -0.94
Norway 17.94 23.51 25.07 1.57
Poland : 23.13 22.93 -0.20
Portugal 10.96 18.14 23.51 5.37
Slovak Republic : 18.94 17.32 -1.62
Spain 17.78 21.48 20.31 -1.17
Sweden 29.71 32.54 31.28 -1.26
Switzerland 14.84 17.54 20.52 2.98
United Kingdom 19.56 20.36 20.64 0.28
United States 12.91 15.35 16.20 0.85
Mean OECD-26 19.88 21.78 22.11 0.33
Standard deviation 5.05 4.69 4.10 -0.60
Coefficient of Variation 0.25 0.22 0.19 -0.03
Mean EU-15 22.15 23.91 23.91 0.00
Standard deviation 4.26 4.47 3.86 -0.62
Coefficient of variation 0.19 0.19 0.16 -0.03
Mean OECD-7 15.01 17.94 18.96 1.02
Standard deviation 2.56 2.87 2.77 -0.09
Coefficient of variation 0.17 0.16 0.15 -0.01
Mean new member states-4 20.10 20.46 0.36
Standard deviation 2.16 2.34 0.18
Coefficient of variation 0.11 0.11 0.01

Notes: EU-15: Austria, Belgium, Denmark, Finland, France, Germany, Greece, Ireland, Italy, Luxembourg,
the Netherlands, Portugal, Spain, Sweden, and the United Kingdom.
OECD-7: Australia, Canada, Japan, New Zealand, Norway, Switzerland, United States.
New member states-4: Czech Republic, Hungary, Poland, Slovak Republic.

Source: OECD Social Expenditure Database (OECD 2007)
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Table 2 Total social expenditures (%GDP) controlled for population aged

65+ and unemployment

1985 1995 2003 Change

1995-2003

Australia 0.72 0.87 0.99 0.11
Austria 1.34 1.41 1.28 -0.13
Belgium 1.04 1.05 1.06 0.01
Canada 0.83 0.89 0.84 -0.05
Czech Republic : 1.06 0.97 -0.09
Denmark 1.06 1.30 1.36 0.07
Finland 1.30 0.92 0.92 -0.01
France 1.11 1.04 1.09 0.05
Germany 1.09 1.13 1.01 -0.12
Greece 0.85 0.79 0.79 -0.01
Hungary : : 1.09 :
Ireland 0.80 0.69 1.04 0.35
Italy 0.90 0.70 0.86 0.16
Japan 0.86 0.78 0.74 -0.04
Luxembourg 1.43 1.46 1.27 -0.19
Netherlands 0.96 1.13 1.14 0.01
New Zealand 1.22 1.05 1.08 0.03
Norway 0.98 1.13 1.29 0.16
Poland : 0.95 0.71 -0.24
Portugal 0.53 0.82 1.02 0.19
Slovak Republic : 0.79 0.59 -0.20
Spain 0.54 0.57 0.73 0.16
Sweden 1.42 1.22 1.36 0.14
Switzerland 0.99 0.99 1.05 0.06
United Kingdom 0.74 0.83 1.00 0.17
United States 0.68 0.85 0.89 0.03
Mean OECD-26 0.97 0.98 1.00 0.03
Standard deviation 0.25 0.22 0.20 -0.01
Coefficient of Variation 0.26 0.22 0.20 -0.02
Mean EU-15 Members 1.01 1.00 1.06 0.06
Standard deviation 0.28 0.26 0.19 -0.07
Coefficient of variation 0.28 0.26 0.18 -0.08
Mean OECD-7 0.90 0.94 0.98 0.04
Standard deviation 0.17 0.11 0.17 0.05
Coefficient of variation 0.19 0.12 0.17 0.05
Mean new member states-4 0.93 0.76 -0.17
Standard deviation 0.11 0.16 0.05
Coefficient of variation 0.12 0.21 0.09

Source: (a) Total social expenditures: OECD Social Expenditure Database (OECD 2007);
(b) Population aged 65 and above as percentage of total population: The World Bank: World
Development Indicators;
(c) Unemployment rate: the number of people unemployed as percentage of the labor force: The
World Bank: World Development Indicators; Unemployment rate Germany (1985), New
Zealand (1985) and Switzerland (1985): OECD Labour Force Survey; and own calculations

From this point I analyse the data with the correction because, as stated above, I am
interested in the patterns which are controlled for demographic and cyclical factors.

As Table 2 shows social expenditures have risen in both the EU countries and the
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other OECD countries. Between 1985 and 2003 the EU-average level of social
spending as percentage of GDP per 1 percent of the population in need increased by
5 percent points and the non-EU average by 8 percent points. There is an interesting
difference between EU countries and non-EU countries with respect to the
convergence patterns. Both the standard deviation and the coefficient of variation
indicate that the EU countries are converging since 1995, while the non-EU countries
are diverging.®?

As a comparison between Table 1 and Table 2 illustrates, the divergence of
the non-EU countries becomes visible after the correction for unemployment and
ageing. The decreases in standard deviation and coefficient of variation in the 7 non-
EU countries between 1995 and 2003 without correction change into increases with
the correction.!® Another interesting result of the correction is the development of
the level of social expenditures in the new member states. Table 1 might suggest
that the level of social protection in the new member states is converging towards
the EU-level, possibly because of the accession. But the correction shows that this
increase has probably been caused by cyclical and demographic developments,
rather than by Europeanisation. Also at the national level the effects of correcting for
unemployment and ageing are visible. Before the correction Austria’s social
expenditures have increased since 1985, but after the correction they have
decreased. Likewise, the signs of France, Germany, Greece, Italy, The Netherlands,

Sweden, Japan and New Zealand change after the control variables are added.

Expenditures on active labour market policies

Table 3 illustrates the changes in ALMPs between 1995 and 2003, which are
indicated by three measures. The first column of the table shows a decrease in the
EU-average level of expenditures on ALMPs as percentage of GDP. This seems
remarkable given the grown attention for ALMPs on the European agendas over the
years. However, it is plausible that this decrease in expenditures is caused by
decreases in unemployment levels, since the expenditures which are controlled for
unemployment show an increase at the EU-average level. At the aggregation level of
total expenditures on ALMPs, both controlled and not controlled for unemployment,
there is a slight convergence in the EU. But since the expenditures in the seven other

OECD countries also converged a little, there is no specific EU effect. In relative

13 These results also hold for analyses with slightly different periods or a slightly different set of countries.
4 partial analyses (not displayed here) indicate that the increase in average is mainly influenced by ageing
of populations, while the convergence is mainly influenced by the unemployment level.
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terms, the expenditures on ALMPs as a share of the expenditures on all labour
market policies increased with 5,5 percent points in the period 1995-2003. In
comparison with a decrease of 3,5 percent points in the four new member states and
a decrease of 2,7 percent points in the other OECD countries during the same period,

this shift towards more ALMPs does seem to be a specific European development.
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Table 3 Expenditures on active labour market policies

. Expenditures on ALMP as .
Expenditures on ALMP as o - Expenditures on ALMP as
% of GDP oo of GDP divided by the % of expenditures on LMP
unemployment rate

1995 2003 Change 1995 2003 Change 1995 2003 Change
Australia 0.8 0.4 -0.4 1.0 0.7 -0.3 39.4 34.3 -5.1
Austria 0.4 0.6 0.3 1.0 1.5 0.5 21.8 38.1 16.4
Belgium 1.3 1.2 -0.1 1.4 1.6 0.1 29.2 26.6 -2.6
Canada 0.6 0.4 -0.2 0.6 0.5 -0.1 30.2 32.1 1.9
Czech Republic 0.1 0.2 0.0 0.3 0.2 -0.1 25.8 18.7 -7.1
Denmark 1.9 1.6 -0.3 2.7 3.0 0.3 29.6 32.7 3.0
Finland 1.5 0.9 -0.6 1.0 1.0 0.0 28.2 29.9 1.7
France 1.3 1.1 -0.2 1.1 1.1 0.0 44.1 36.6 -7.5
Germany 1.2 1.1 -0.1 1.5 1.2 -0.3 42.6 38.5 -4.1
Greece 0.3 0.2 -0.1 0.3 0.2 -0.1 40.9 32.7 -8.2
Hungary 0.4 0.4 0.0 0.4 0.6 0.2 32.0 41.9 10.0
Ireland 1.6 0.7 -0.9 1.3 1.5 0.2 45.3 40.9 -4.4
Italy 0.2 0.7 0.5 0.2 0.8 0.6 20.1 60.0 39.9
Japan 0.3 0.3 0.0 1.0 0.6 -0.4 44.6 40.1 -4.4
Luxembourg 0.2 0.3 0.1 0.7 0.7 0.1 24.9 22.0 -2.9
Netherlands 1.1 1.1 0.0 1.5 2.5 1.0 27.8 40.0 12.3
New Zealand 0.7 0.4 -0.3 1.2 1.0 -0.2 39.1 36.5 -2.6
Norway 1.3 0.8 -0.5 2.7 1.8 -0.9 55.4 51.6 -3.8
Poland 0.4 0.2 -0.2 0.3 0.1 -0.2 18.7 18.5 -0.2
Portugal 0.8 0.7 -0.1 1.1 1.1 0.0 44.1 38.3 -5.8
Slovak
Republic 0.8 0.3 -0.5 0.6 0.2 -0.4 63.8 47.3 -16.5
Spain 0.5 0.7 0.2 0.2 0.6 0.4 13.5 23.3 9.8
Sweden 2.2 1.3 -0.9 2.4 2.2 -0.2 49.0 50.6 1.6
Switzerland 0.5 0.7 0.2 1.4 1.8 0.3 30.7 41.2 10.5
United
Kingdom 0.4 0.5 0.1 0.5 1.1 0.6 33.2 66.3 33.1
United States 0.2 0.1 -0.1 0.4 0.2 -0.1 36.8 21.2 -15.6
Mean OECD-26 0.8 0.6 -0.2 1.0 1.1 0.0 35.0 36.9 1.9
Standard
deviation 0.6 0.4 -0.2 0.7 0.7 0.0 11.5 11.7 0.1
Coefficient of
variation 0.7 0.6 -0.1 0.7 0.7 0.0 0.3 0.3 0.0
Mean EU-15 1.0 0.8 -0.2 1.1 1.3 0.2 32.9 38.4 5.5
Standard
deviation 0.6 0.4 -0.3 0.7 0.7 0.0 10.4 12.1 1.7
Coefficient of
variation 0.6 0.4 -0.2 0.6 0.5 -0.1 0.3 0.3 0.0
Mean OECD-7 0.6 0.5 -0.2 1.2 0.9 -0.2 39.5 36.7 -2.7
Standard
deviation 0.3 0.2 -0.1 0.7 0.6 -0.1 8.0 8.6 0.6
Coefficient of
variation 0.6 0.5 -0.1 0.6 0.6 0.0 0.2 0.2 0.0
Mean new
member 0.4 0.3 -0.2 0.4 0.3 -0.1 35.1 31.6 -3.5
states-4
Standard
deviation 0.2 0.1 -0.1 0.1 0.2 0.1 17.2 13.1 -4.1
Coefficient of
variation 0.5 0.3 -0.2 0.3 0.8 0.5 0.5 0.4 -0.1

Source: (a) Expenditures on ALMPs: OECD Social Expenditure Database (OECD 2007)
(b) Unemployment rate: The World Bank: World Development Indicators
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Table 4 Expenditures on specific ALMP areas

Expenditures on empl.
services as % of
expenditures on LMP

Expenditures on labour
market training as % of
expenditures on LMP

Expenditures on youth
programmes as % of
expenditures on LMP

Expenditures on subsidised
employment as % of
expenditures on LMP

1995 2003 Change 1995 2003 Change 1995 2003 Change 1995 2003 Change
Australia 115 16.9 5.4 180 60  -120 | 29 1.0 1.9 14.8 9.7 5.1
Austria 77 101 2.3 329 450 121 05 1.0 0.5 2.9 6.5 3.7
Belgium 47 49 0.2 203 145  -5.8 15 01 1.4 143  15.3 0.9
Canada 114 176 6.2 432 285  -14.7 1.0 14 0.4 35 2.4 1.1
Czech Republic 173 85 8.8 52 93 4.1 16 0.0 1.6 4.7 7.5 2.7
Denmark 18 22 0.4 520 316 204 | 23 00 23 5.5 9.7 4.2
Finland 29 54 2.5 282 37.4 9.2 28 05 23 12.1 9.6 25
France 52 8.4 3.2 292 209  -8.3 92 27 6.4 137 14.8 1.1
Germany 75 9.6 2.1 248 282 3.4 19 25 0.6 144 104 41
Greece 179 00  -179 | 00 502 502 | 131 0.0 131 | o8 12.5 2.6
Hungary 9.5 12,0 2.5 300 216  -8.4 00 00 0.0 129 19.8 6.9
Ireland 72 7.4 0.2 129 285 156 68 0.0 68 | 231 197 3.4
Italy : : : 00 0.0 0.0 9.1 0.0 9.1 11.0 0.0 -11.0
Japan 203 31.2 1.8 9.4 135 4.2 00 00 0.0 9.8 2.7 7.2
Luxembourg 37 3.1 0.6 9.6  40.4  30.8 9.0 0.3 8.7 4.1 7.5 35
Netherlands 34 111 7.8 224 95  -13.0 | 25 17 0.8 2.3 1.1 1.2
New Zealand 69  10.0 3.1 433 324  -109 | 49 4.3 0.6 7.2 6.6 0.6
Norway 72 81 0.8 7.1 111 6.0 34 01 3.4 9.0 1.9 7.2
Poland 06 0.0 0.6 50 7.4 2.4 34 85 5.1 9.3 8.6 0.7
Portugal 55 9.1 3.5 28.8 286  -0.2 186 4.5 141 | 4.6 11.0 6.5
Slovak Republic | 85  27.9 195 37 53 1.5 03 02 0.1 506 136 -37.0
Spain 24 3.0 0.6 209 157  -14.1 21 11 1.0 4.7 14.2 9.5
Sweden 54 9.6 4.1 235 28.9 5.3 04 06 0.2 17.0 7.0 -10.1
Switzerland 70 7.3 0.3 17.8 231 5.3 00 06 0.6 5.8 10.0 4.2
United Kingdom | 142 431 289 | 220 5.1 169 | 86 141 5.5 1.2 2.3 1.1
United States 134 59 75 219 23.6 17 52 36 16 2.0 17 0.3
Mean OECD-26 85  10.9 2.4 212 21.8 0.6 43 1.9 2.4 10.4 8.7 17
igflri‘adt?;g 63 9.8 3.6 132 131 0.1 45 3.1 1.4 9.6 5.4 42
yoermicient of 07 09 0.2 06 06 0.0 11 17 06 0.9 0.6 -0.3
Mean EU-15 64 91 2.7 224 256 3.2 50 1.9 4.0 9.4 9.4 0.1
igflri‘adt?;g 45 9.9 5.4 127 141 1.4 51 35 17 6.2 5.4 0.8
S;’fl;ft'%i”t of 07 11 0.4 06 0.6 0.0 09 18 0.9 0.7 0.6 0.1
Mean OECD-7 124 139 1.5 244 198  -4.6 25 16 0.9 7.4 5.0 25
igi?adt?c:g 7.3 8.3 0.9 124 9.0 3.4 2.0 1.6 -0.4 4.0 3.4 -0.5
Coefricient of 06 06 0.0 05 05 -0.1 08 1.0 0.2 0.5 0.7 0.2
m:ar“gbr:v;tates—4 9.0 121 3.1 11.0  10.9 0.1 13 22 0.9 19.4 12.4 -7.0
igi?adt?c:g 5.9 10.1 4.2 11.0 6.4 -4.6 1.4 3.7 2.3 18.3 4.9 -13.4
S;’s;ft'%i”t of 07 08 0.2 1.0 06 0.4 1.0 17 0.7 0.9 0.4 0.5

Source: OECD Social Expenditure Database (OECD 2007)

The four columns of Table 4 illustrate the expenditures on specific ALMP areas. The

EU average of expenditures on employment services increased with 2,7 percent

points. Since public employment services function as gatekeepers to active labour

market programmes
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implementation of the EES. The data indicate increased effort on services such as
placement, counselling, vocational guidance and job-search courses across the EU.
In this respect, the sharp increase and the high level of these expenditures in the
United Kingdom are remarkable. Unfortunately, these data also contain
administrative costs, which potentially blur the picture. The expenditures on labour
market training increased at the EU-average level, although a number of countries
such as Belgium, Denmark, France, the Netherlands, Spain and the United Kingdom
decreased these expenditures. Strikingly, the expenditures on youth programmes
decreased. This is remarkable since youth is one of the main target groups in the
EES and the Lisbon strategy. In fact, the first employment guideline starts with
‘tackling youth employment’. However, although many countries note in their
national action plans that they have started with special youth programmes, such as
the ‘The New Deal for Young People’ in the United Kingdom, the data illustrate that
the activation of unemployed youth did not have the highest priority across the
European countries. Finally, the expenditures on subsidised employment show an
upward convergence, while the expenditures on the other three areas of ALMPs have

not converged between 1995 and 2003. In fact, they diverged.

Settings of policy instruments

Table 5 continues with the results of the analysis of the settings of the policy
instruments. Obviously, reducing income taxes has been on the agenda of almost all
countries, except Belgium, France, Japan and Norway. In the EU, taxes on income
decreased on average with 4,7 percent points between 1995 and 2003. Although the
initial employment guidelines of 1998 did not refer to taxes, guideline 2 and 4 of the
1999 employment guidelines state that member states will review their tax systems
to actively support employability and to provide incentives for unemployed and
inactive people to seek work. Also the council recommendations contained several
advices to reduce income taxes. Interestingly, the development in the new member
states is ambiguous. Czech Republic and Hungary decreased the tax levels, whereas

Poland increased the taxes on income with more than 15 percent points.
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Table 5 Tax and Benefits

Income tax and employee Unemployment gross replacement
contributions as % gross wage rates
1995 2003 Change 1995 2003 Change
Australia 16.1 11.1 -5 27.0 22.5 -4.5
Austria 9.5 8.9 -0.6 32.5 31.6 -1.0
Belgium 19.5 20.4 0.9 38.7 42.2 3.4
Canada 16.6 14.2 -2.4 19.3 15.1 -4.1
Czech Republic 3.3 1.5 -1.8 : : :
Denmark 30.9 29.7 -1.2 64.9 49.5 -15.4
Finland 26.3 22.6 -3.7 35.8 35.7 0.0
France 13.8 15 1.2 37.4 39.4 2.0
Germany 25 19.4 -5.6 26.3 29.2 2.9
Greece 16.7 16 -0.7 14.7 12.8 -2.0
Hungary 7.3 4.4 -2.9 : : :
Ireland 17.9 -3.7 -21.6 26.3 38.1 11.8
Italy 19.6 14.4 -5.2 19.3 33.7 14.4
Japan 8.6 13.2 4.6 10.2 7.8 -2.4
Luxembourg 1.2 -3 -4.2 : : :
Netherlands 29.8 17.3 -12.5 52.3 52.6 0.4
New Zealand 22.4 19.4 -3 27.1 27.5 0.4
Norway 14.9 18.2 3.3 38.8 34.4 -4.5
Poland 10.1 25.3 15.2 : : :
Portugal 9.2 5.6 -3.6 35.4 40.8 5.4
Slovak Republic : 6.6 : : : :
Spain 12.8 9.8 -3 39.0 36.0 -3.1
Sweden 23.1 21.4 -1.7 26.9 24.5 -2.4
Switzerland 9.5 8.1 -1.4 29.5 33.1 3.6
United Kingdom 18.6 9.3 -9.3 17.8 16.3 -1.4
United States 18.6 9.2 -9.4 11.9 13.8 1.9
Mean OECD-26 16.1 13.1 -2.9 30.1 30.3 0.3
Standard deviation 7.6 8.2 0.6 14.0 13.2 -0.8
Coefficient of variation 0.5 0.6 0.2 0.5 0.4 0.0
Mean EU-15 18.3 13.5 -4.7 33.4 34.5 1.1
Standard deviation 7.9 8.9 1.0 15.1 13.5 -1.6
Coefficient of variation 0.4 0.7 0.2 0.5 0.4 -0.1
Mean OECD-7 15.2 13.3 -1.9 23.4 22.0 -1.4
Standard deviation 4.5 4.0 -0.5 9.5 9.5 0.0
Coefficient of variation 0.3 0.3 0.0 0.4 0.4 0.0
Mean new member
states-4 6.9 10.4 3.5
Standard deviation 3.8 10.2 7.3
Coefficient of variation 0.6 1.0 2.1

Source: (a) Income tax and employee contributions: OECD Taxing Wages 2003 / 2004 (OECD, 2005)
(b) Unemployment replacement rates: OECD Benefits and Wages (OECD, 2006)

The replacement rates show an increase of 1,1 percent points of the last received
income. This change does not indicate increased activation, since higher replacement
rates reduce incentives for people to accept jobs. Furthermore, the dispersion of the

level of replacement rates decreased across the EU. Interestingly, the level of the
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replacement rates decreased in the other OECD countries. Table 6 shows that the
qualifying conditions, the duration of the entitlement rights and the waiting period
remained the same in most countries. Apparently, countries have not chosen to
change these settings of the unemployment benefits to activate unemployed people.
But the availability requirements have on average become slightly more demanding
(Table 7). However, the benefit sanctions have become less strict in all countries

except the Netherlands.

Table 6 Characteristics of unemployment benefits

Qualifying conditions Dur::t?;e(;ﬁeb:tzeﬁt Waiting days

1995 2002 Change 1995 2002 Change 1995 2002 Change
Australia 0 0 0 999 999 0 7 7 0
Austria 156 156 0 30 30 0 0 0 0
Belgium 78 78 0 999 999 0 0 0 0
Canada 52 45 -7 38 38 0 14 14 0
Denmark 52 52 0 364 208 -156 0 0 0
Finland 26 43 17 100 100 0 5 7 2
France 61 61 0 130 130 0 8 7 -1
Germany 104 104 0 52 52 0 0 0 0
Greece : : : : : : : : :
Ireland 39 39 0 65 65 0 18 3 -15
Italy 104 104 0 26 26 0 7 0 -7
Japan 26 26 0 30 30 0 7 7 0
Luxembourg : : : : : : : : :
Netherlands 208 208 0 104 104 0 0 0 0
New Zealand 0 0 0 999 999 0 14 14 0
Norway 4 4 0 80 156 76 3 3 0
Portugal : : : : : : : :
Spain : : : : : : :
Sweden 52 52 0 60 60 0 5 5 0
Switzerland 78 26 -52 50 30 -20 2 5 3
United Kingdom 10 10 0 52 26 -26 3 3 0
United States 20 20 0 26 26 0 7 7 0
Mean OECD 22 59.4 57.1 -2.3 233.6 226.6 -7.0 5.6 4.6 -1.0
g;?/’i‘:t?gﬂ 54.2 53.8 -0.4 329.4  327.5 -1.9 5.2 4.3 -0.9
Sgﬁ;ft'lc(';”t of 0.9 0.9 0.0 1.4 1.4 0.0 0.9 0.9 0.0
Mean EU 15 80.9 82.5 1.5 180.2 163.6 -16.5 4.2 2.3 -1.9
Standard
deviation 60.0 59.5 -0.5 247.8 241.6 -6.2 4.9 2.6 -2.3
Coefficient of
variation 0.7 0.7 0.0 1.4 1.5 0.1 1.2 1.1 0.0
Mean OECD 7 25.7 17.3 -8.4 317.4 325.4 8.0 7.7 8.1 0.4
Standard
deviation 27.4 15.6 -11.8 431.4 428.1 -3.3 4.4 3.9 -0.5
Coefficient of
variation 1.1 0.9 -0.2 1.4 1.3 0.0 0.6 0.5 -0.1

Note:  The value ‘999’ means an unlimited duration of benefit entitlements. Therefore the meaning of
the mean, standard deviation and coefficient of variation is limited.

Source: Welfare State Entitlements Data Set (Scruggs, 2005)
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Table 7 Availability requirements and benefit sanctions

Availability requirements Benefit Sanctions
1995 2003 Change 1995 2003 Change

Australia 4.5 4.1 -0.4 2.1 1.0 -1.2
Austria 2.4 4.5 2.1 2.1 0.4 -1.7
Belgium 2.9 2.6 -0.3 3.7 0.8 -2.9
Canada 2.8 : : 3.0 : :
Denmark 2.9 3.9 1.0 2.7 0.9 -1.8
Finland 2.9 3.1 0.2 2.7 0.6 -2.1
France 2.1 2.1 0.0 4.0 2.4 -1.6
Germany 2.3 3.3 1.0 3.3 0.9 -2.4
Greece : : : : : :
Ireland 1.9 3.1 1.3 1.7 0.6 -1.1
Italy : 1.5 : : 2.4 :
Japan : 2.4 : : 0.6

Luxembourg 3.5 : : 5.0 : :
Netherlands 3.0 4.0 1.0 5.0 5.0 0.0
New Zealand 3.1 : : 2.1 : :
Norway 3.9 4.4 0.5 2.3 1.4 -0.9
Portugal 1.8 1.8 0.0 5.0 2.8 -2.2
Spain : 2.7 : : 1.2 :
Sweden 4.1 3.3 -0.9 3.1 0.6 -2.5
Switzerland : : : : : :
United Kingdom 2.9 2.4 -0.5 2.2 0.9 -1.4
United States 2.5 2.6 0.1 5.0 1.0 -4.0
Mean OECD 22 2.9 3.2 0.4 3.2 1.4 -1.8
Standard deviation 1.2 1.3 0.1 1.5 1.2 -0.3
Coefficient of variation 0.4 0.4 0.0 0.5 0.9 0.4
Mean EU 15 2.6 3.1 0.4 3.2 1.4 -1.8
Standard deviation 0.9 1.1 0.2 1.4 1.4 0.0
Coefficient of variation 0.4 0.4 0.0 0.4 0.9 0.5
Mean OECD 7 3.6 3.7 0.1 3.1 1.1 -2.0
Standard deviation 1.7 1.8 0.0 1.8 0.5 -1.3
Coefficient of variation 0.5 0.5 0.0 0.6 0.5 -0.1

Source: Ministry of Finance Denmark (1998), Hasselpflug (2005)

Discussion

As the data illustrate, several countries turned almost all of the considered policy
instruments in a more activating mode. Austria, for example, increased the
expenditures on all four policy areas, lowered the income taxes, lowered the
replacement rates and made the availability requirements more demanding. Two
evident outliers are Italy and the United Kingdom. Italy increased the expenditures
on ALMPs enormously. As a result of pressure from the EES, the traditionally passive
labour market policies were made more activating in the 1990s. Employment

services were decentralised and the number of participants in activating programs
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has more than doubled between 1996 and 2001 (Graziano, 2007). The shift towards
activating policies in the United Kingdom is the result from domestic politics rather
than from European influences. After her victory in 1997, the Labour Party launched
work-oriented New Deal programmes. And although this orientation on work meant a
break with the Labour tradition, this shift in party program had been more influenced
by the US than by the EU (Clasen, 2005).

Other countries did exactly the opposite. Belgium for example spent less on
ALMPs compared to the other labour market policies, increased the taxation of
income, increased the level of benefits and made the availability requirements and
benefit sanctions less strict. Another interesting case is France, since the data show
that France made only two labour market instruments more activating. First, France
increased the expenditures on employment services and second on subsidised
employment. Other instruments were changed in the opposite direction. First, France
decreased the total expenditures on ALMP’s. Furthermore, it decreased the
expenditures on training, it decreased the expenditures on youth measures, it
increased the income tax rates, it increased the unemployment replacement rates, it
shortened the waiting period and it loosened the benefit sanctions. All changes are
thus in @ more ‘passivating’ direction. Our results are supported by Barbier (2005),
who found that the activation strategy of France was mainly focused on the demand
side of the labour market, subsidising employers, and not on the supply side.
Furthermore, we should note that after 2003 France implemented a number of
ALMPs, such as changes in benefit schemes.

Based on the presented data, I can conclude that there is a trend in the EU
towards a more activating approach to labour market policies. However, this does
not hold for all ALMP instruments, such as the efforts on youth measures and the
strictness of benefit sanctions. Furthermore, since the EU member states converged
only on a minority of the policy instruments, we cannot say that the setting of the
ALMP instruments have converged across Europe. A possible explanation for the
limited convergence is that countries can apply different ALMP instruments.
Therefore, decreased expenditures on ALMPs do not necessarily mean that the labour
market instruments have become less activating. For example, some of the countries
which have decreased their expenditures on ALMPs as a percentage of the total
expenditures on LMPs - Germany, Greece, Ireland, Luxembourg and Portugal -
lowered the level of income taxes or changed the settings of other instruments.

Interestingly, two countries, namely Belgium and France, that also decreased their

30



expenditures on ALMPs as a share of expenditures on all labour market policies, but
did not decrease their income tax rates, focused both only on the demand side of the
labour market. They increased their expenditures on public employment services and
on subsidised employment. Belgium and France are both continental welfare states.
Therefore, these findings do not indicate a catch-up of these countries to the ALMPs
of the liberal and Scandinavian welfare states, which might explain the limited

evidence of convergence.
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5. Conclusions

With the adoption of the EES and the Lisbon strategy, convergence of social
protection goals and policies across EU member states have become important
objectives at the European agenda. The two consecutive convergence analyses in
this thesis demonstrate that social protection policies have converged to higher
levels and that member states have made labour market policies more activating.
But the member states did not converge on all ALMP instruments.

As found in most earlier research, this study does not find any empirical
evidence for a social race to the bottom. Since 1995, social expenditures in EU
member states have converged and have increased on average, whereas non-EU
countries have predominantly diverged. Controlled for cyclical and demographic
factors, it seems plausible to ascribe these policy changes to increased European
policy integration which has lead to ‘more’ social security across EU member states.
Since the social expenditure data do not clarify which of the social policies have
converged, the next step was an extensive analysis of ALMPs.

Controlled for unemployment the study finds that expenditures on ALMPs in
EU member states have increased. Again, it seems that national policies have been
influenced by European integration rather than by globalisation or by OECD labour
market policy advices, since the expenditures in the four new member states and the
non-EU countries have decreased on average. And, at a lower aggregation level, I
find that national policies of EU member states tend to follow the policies of the
guidelines and the recommendations of the EES. However, at this level of abstraction
policies appear to converge less. Methodologically, an explanation for the differences
in findings between the aggregation levels is that it is self evident that more
differences will be found when observations are more detailed. This also explains the
gap between the results of the quantitative expenditure based studies which find
convergence of welfare states on the one hand, and the results of case studies which
find divergence of welfare states on the other hand. A more substantive explanation,
however, is that although most countries adopted a more activating approach on
labour market policies, they could choose many different configurations of policy
instruments. Another interesting finding at the lower aggregation level is that
expenditures on youth programmes have declined. How can we reconcile these
results with the enormous European attention for policies focussed on preventing

youth unemployment? Does the European instrumentation on youth policies differ
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from other European employment policies? Were unemployment problems of adults
politically more pressing in the national arena’s? Future studies will have to address
this puzzle in more detail.

Another, ongoing, puzzle is the difference in policy reforms among countries.
Some countries seem not to be affected by the EES at all, since, as France for
example, they turned almost all ALMP instruments to a less activating setting. The
question is why. One explanation might be that continental welfare regimes have
simply less activating benefit systems than Scandinavian or liberal welfare regimes.
But then, why did a continental welfare regime such as Germany, which also
decreased its spending on ALMPs, lower its income tax rates? Has a number of
continental welfare states become less continental and did they converge to a ‘third
way’ of labour market polices? Or are tax reforms just easier to adopt politically than
reforms of unemployment benefit systems or increases of expenditures? For now, I
have found some evidence of convergence, to a certain extent, of labour market
policies across EU member states. This ‘divergence within convergence’ is exactly in

line with what one could expect from the EES.

34



Literature

Adelantado, J. & Calderon Cuevas, E. (2006) Globalization and the Welfare State:
The Same Strategies for Similar Problems? Journal of European Social Policy, 16(4),
pp. 374-386.

Agell, J. (1999) On the Benefits from Rigid Labour Markets: Norms, Market Failures,
and Social Insurance, The Economic Journal, 109(453), pp. 143-164.

Alsasua, J., Bilbao-Ubillos, J. & Olaskoaga, J. (2007) The EU Integration Process and
the Convergence of Social Protection Benefits at National Level, International
Journal of Social Welfare, 16(4), pp. 297-315.

Armingeon, K. (2007) Active Labour Market Policy, International Organizations and
Domestic Politics, Journal of European Public Policy, 14(6), pp. 905-932.

Baldwin, R. & Wyplosz, C. (2004). The Economics of European Integration (London:
McGraw-Hill).

Barbier, J. (2005) The Employment Strategy, a Channel for Activating Social
Protection? in: J. Zeitlin & P. Pochet (eds.) with L. Magnussen, The Open Method of
Co-ordination in Action: The European Employment and Social Inclusion Strategies,
pp. 417-445 (Brussels: P.I.E.-Peter Lang).

Bennett, C.J. (1991) What is Policy Convergence and What Causes It? British Journal
of Political Science, 21(2), pp. 215-233.

Berkel, R. van & Hornemann Mgller, I. (2002) The Concept of Activation, in: R. van
Berkel & I. Hornemann Mgller (eds.) Active Social Policies in the EU: Inclusion
through participation, pp. 45-71 (Bristol: The Policy Press).

Bouget, D. (2003) Convergence in the Social Welfare Systems in Europe: From Goal
to Reality, Social Policy and Administration, 37(6), pp. 674-693.

Calmfors, L., Forslund, A. & Hemstrom, M. (2001) Does Active Labour Market Policy
Work? Lessons from the Swedish Experiences, Swedish Economic Policy Review,
85(8), pp. 61-124.

Castles, F.G. (2004) The Future of the Welfare State: Crisis Myths and Crisis
Realities (Oxford: Oxford University Press).

Clasen, J. (2005) Reforming European Welfare States: Germany and the United
Kingdom Compared (Oxford: Oxford University Press).

Clasen, J., Kvist, J. & Oorschot, W. van (2001) On Conditions of Work: Increasing
Work Requirements in Unemployment Compensation Schemes, in: M. Kautto, J.
Fritzell, B. Hvinden, J. Kvist & H. Uusitalo (eds.) Nordic Welfare States in the
European Context, pp. 198-231 (London: Routlegde).

Clasen, J. & Siegel, A. (eds.) (2007) Investigating Welfare State Change: The
‘Dependent Variable Problem’ in Comparative Analysis (Cheltenham: Edward Elgar).

Clayton, R. & Pontusson, J. (1998) Welfare-State Retrenchment Revisited:
Entitlement Cuts, Public Sector Restructuring, and Inegalitarian Trends in Advanced
Capitalist Societies, World Politics, 51(1), pp. 67-98.

Cornelisse, P. A. & Goudswaard, K.P. (2002) On the Convergence of Social Protection
Systems in the European Union, International Social Security Review, 55(3), pp. 3-
17.

35



Daguerre, A. & Taylor-Gooby, P. (2004) Adaptation to Labour Market Change in
France and the UK: Convergent or Parallel Tracks? in: P. Taylor-Gooby (ed.)
Making a European Welfare State? Convergences and Conflicts over European
Social Policy, pp. 84-97 (Oxford: Blackwell Publishing).

Falkner, G. (2007) Social Policy, in: M.P. Vink and Graziano, P. (eds.)
Europeanization: New Research Agendas, pp. 253-265 (New York: Palgrave
MacMillan).

Franzese, R.J. & Hays, J.C. (2006) Strategic Interaction among EU Governments in
Active Labor Market Policy-making: Subsidiarity and Policy Coordination under the
European Employment Strategy, European Union Politics, 7(2), pp. 167-189.

Goudswaard, K. & Caminada, K. (2006) Convergence of Net Social Protection Levels,
Paper prepared for the 62" Congress of the International Institute of Public
Finance, 28-31 August 2006, Paphos, Cyprus.

Gray, D. (2003) National versus Regional Financing and Management of
Unemployment and Related Benefits: The Case of Canada, OECD Social,
Employment and Migration Working Papers, 14.

Graziano, P. (2007) Adapting to the European Employment Strategy? Recent
Developments in Italian Employment Policy, The International Journal of
Comparative Labour Law and Industrial Relations, 23(4), pp. 543-565.

Greve, B. (1996) Indications of Social Policy Convergence in Europe, Social Policy &
Administration, 30(4), pp. 348-367.

Hasselpflug, S. (2005) Availability Criteria in 25 Countries, Working Paper, 12
(Copenhagen: Ministry of Finance).

Haverland, M. (2006) Does the EU Cause Domestic Developments? Improving Case
Selection in Europeanisation Research, West European Palitics, 29(1), pp. 134-146.

Holzinger, K. (2006) Methodological Pitfalls of Convergence Analysis, European Union
Politics, 7(2), pp. 271-287.

Holzinger, K. and Knill, C. (2005) Causes and Conditions of Cross National Policy
Convergence, Journal of European Public Policy, 12(5), pp. 775-796.

Hvinden, B. (2004) The Uncertain Convergence of Disability Policies in Western
Europe, in: P. Taylor-Gooby (ed.) Making a European Welfare State? Convergences
and Conflicts Over European Social Policy, pp. 69-83 (Oxford: Blackwell Publishing).

Hvinden, B., Heikkila, M. & Kankare, I. (2001) Towards Activation? The Changing
Relationship Between Social Protection and Employment in Western Europe, in: M.
Kautto, J. Fritzell, B. Hvinden, J. Kvist & H. Uusitalo (eds.) Nordic Welfare States in
the European Context, pp. 168-197, (London: Routlegde).

Janoski, T. (1990) The Political Economy of Unemployment: Active Labor Market
Policy in West Germany and the United States (Berkeley: University of California
Press).

Kihner, S. (2007) Country-Level Comparisons of Welfare State Change Measures:
Another Facet of the Dependent Variable Problem within the Comparative Analysis
of the Welfare State? Journal of European Social Policy, 17(1), pp. 5-18.

Kvist, J. (2002). Changing Rights and Obligations in Unemployment Insurance, in: R.
Sigg & C. Behrendt (eds.) Social Security in the Global Village, pp. 227-245
(London: Transaction Publishers).

36



Layard, R., Nickell, S. & Jackman, R. (1991) Unemployment: Macroeconomic
Performance and the Labour Market (Oxford: Oxford University Press).

Leibfried, S. (2000) National Welfare States, European Integration and Globalization:
A Perspective for the Next Century, Social Policy and Administration, 34(1), pp. 44-
63.

Lopez-Santana, M. (2006) The Domestic Implications of European soft law: framing
and transmitting change in employment policy, Journal of European Public Policy,
14(4), pp. 481-499.

Ministry of Finance Denmark (1998) Availability Criteria in Selected OECD-Countries,
Working Paper, 6 (Copenhagen: Ministry of Finance).

Ministry of Finance Denmark (1999) The Danish Economy: Medium Term Economy
Survey, (Copenhagen: Ministry of Finance).

Molle, W. (2006) The Economics of European Integration: Theory, Practice, Policy
(Aldershot: Ashgate).

Montanari, I. (2001) Modernization, Globalization and the Welfare State: a
Comparative Analysis of Old and New Convergence of Social Insurance Since 1930,
British Journal of Sociology, 52(3), pp. 469-494.

Nickel, S., Nunziata, L. & Ochel, W. (2005). Unemployment in the OECD Since the
1960s. What Do We Know? The Economic Journal, 115(500), pp. 1-27.

O’Connor, 1.S. (1988) Convergence or Divergence? Change in Welfare Effort in OECD
Countries 1960-1980, European Journal of Political Research, 16, pp. 277-299.

OECD (1994) The OECD Jobs Study: Facts, Analysis, Strategies (Paris: OECD).
OECD (2005) Taxing Wages: 2003 / 2004 (Paris: OECD).
OECD (2006) Benefits and Wages. OECD Indicators, Edition 2006, (Paris: OECD).

OECD (2007). Social Expenditures Database 1980-2003
(www.oecd.org/els/social/expenditure).

Pestieau, P. (2006) The Welfare State in the European Union: Economic and Social
Perspectives (Oxford: Oxford University Press).

Pierson, P. (2001) Introduction: Investigating the Welfare State at Century’s End, in:
P. Pierson (ed.) The New Politics of the Welfare State, pp. 1-14 (Oxford: Oxford
University Press).

Radaelli, C.M. & Pasquier, R. (2007) Conceptual Issues, in: P. Graziano and M.P. Vink
(eds.) Europeanization: New Research Agendas, pp. 35-45 (New York: Palgrave
MacMillan).

Rodrik, D. (1998) Why Do Open Economies Have Bigger Governments? Journal of
Political Economy, 106(5), pp. 997-1032.

Scharpf, F.W. (1999) Governing in Europe: Effective and Democratic? (Oxford:
Oxford University Press).

Scharpf, F.W. (2002) The European Social Model: Coping with the Challenges of
Diversity, Journal of Common Market Studies, 40(4), pp. 645-670.

Schmid, G. (1995) Institutional Incentives to Prevent Unemployment:
Unemployment Insurance and Active Labour Market Policy in a Comparative
Perspective, The Journal of Socio-Economics, 24(1), pp. 51-103.

37



Scruggs, L.A. (2005) Welfare State Entitlements Data Set: a Comparative
Institutional Analysis of Eighteen Welfare States, Version 1.1.

Serrano Pascual, A. (2004) Conclusion: Towards Convergence of European Activation
Policies? in: A. Serrano Pascual (ed.) Are Activation Policies Converging in Europe?
The European Employment Strategy for Young People, pp. 497-518 (Brussels:
European Trade Union Institute).

Sinn, H. (1990) Tax Harmonization and Tax Competition in Europe, European
Economic Review, 34(2/3), pp. 489-504.

Sinn, H. (2002) EU Enlargement and the Future of the Welfare State, Scottish
Journal of Political Economy, 49(1), pp. 104-115.

Sotiropoulos, D.A. (2004) The EU’s Impact on the Greek Welfare State:
Europeanization on Paper? Journal of European Social Policy, 14(3), pp. 267-284.

Unger, B. & Waarden, F. van (1995) Introduction: An Interdisciplinary Approach to
Convergence, in: B. Unger & F. van Waarden (eds.) Convergence or Diversity:
Internationalization and Economic Policy Responses, pp. 1-35 (Aldershot: Avebury).

Whiteford, P. (1995) The Use of Replacement Rates in International Comparisons of
Benefit Systems, International Social Security Review, 48(2), pp. 3-30.

Whitehouse, E. (1996) Designing and Implementing In-Work Benefits, The Economic
Journal, 106(434), pp. 130-141.

Wilensky, H.L. (1975) The Welfare State and Equality: Structural and lIdeological
Roots of Public Expenditures (Berkeley: University of California Press).

Zeitlin, J. & Pochet, P. (eds.) with Magnussen, L. (2005) The Open Method of Co-
ordination in Action: The European Employment Strategy and Social Inclusion
Strategies (Brussels: P.I.E. — Peter Lang).

Zimmerman, B. (2006) Changes in Work and Social Protection: France, Germany and
Europe. International Social Security Review, 59(4), pp. 29-45.

38



