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Which policy reform?

« Minimum Wage (MW) guarantees a minimum remuneration to all
employees in Portugal

* In 2013, it amounted to €485 per month and it was payable 14
times a year

 Proposed policy reform: increase the minimum wage by 20%
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EUROMOD User Interface
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EUROMOD User Interface (Ul)

« Stand-alone piece of software - Windows OS

* Mostly point and click but some hot keys are available (standard and
specific)

« Key features:
— ribbon bar with tabs
— context menus
— IntelliSense (suggestion of parameter values)
— drag and drop
— bookmarks and comments
— built-in help
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EUROMOD Ul starting page
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Ribbon bar
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the tab Countries
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Working environment

Comments

[_tE'T" I Countries lvy Tag AdmiM\ Tools Add-Ons Applications Help & Info
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EUROMOD

[ Policy

Grp/No UK 2012 UK_2013 UK_2014 Comment
!5 » ® TUdec—"- on on 'T‘ on DEF: ASSESSMENT UNITS
‘ (= L - DEF: settings for modelling
\ 8 olne O pe n benefit non take-up (switch
CcCOu ntry BEN: changes in earnings and
7 » ® poa on on on pensions due to increase in
female state pension age
8 , @ yse_uk - . DEF: recod_e to 0 negative self
employed income
: Policy o
9 » ® yem_uk off [ DEF: Minimum wage
10 +  bdisc_uk off system BEN: DLA test (post 2011)
SIC: employee and self

employed national insurance
1 . olbecar uk Qn 2 @ SIC: employer national
| - \ insurance contribution
PR . . BEN: contributory
- o Bt i POl ICIeS unemployment benefit (Job
BEN: pensioner's annual heating

|
i
!
|
l 11 » @ tscee_tscse_uk on on on
\
\

| = o i i = allowance (Winter Fuel
15 + ® bch_uk on on on BEN: child benefit
16 » @ tin_uk on on on TAX: personal income tax
17 o |kt bEamt Ik » = e BEN: tax credits (Working Tax

Credit and Child Tax Credit)



Built-in help

r (Bl | Countries Country Tools Administration Tools Add-Ons Applications Help & Info

%) EUROMOD Help =
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Hide GHack  Prnt  Options
Cortents | Search UROMOD Basic
5 - oncepts
15.1 i || @ (3 Working with EUROMOD
[# (. EUROMOD Functions What is EUROMOD? I
15.1.1 “ ggﬂggmgg 3;‘;1?22;3 etiechn EUROMOD is a tax-benefit microsimulation model
- for the European Union (EU) that enables
15.1.2 researchers and policy analysts to calculate, in a
15:1.3 comparable manner, the effects of taxes and
15.1.4 benefits on household incomes and work
incentives for the population of each country and
15.1.5 for the EU as a whole. As well as calculating the
effects of actual policies it is also used to l
15.1.6 evaluate the effects of tax-benefit policy reforms
and other changes on poverty, Inequality,
15.1.7 incentives and government budgets. "
115.1.8 L =
15.1.9 output_var bch bch_s bch_s
15:90:1( TAX_UNIT tu bu uk tu bu uk tu bu uk




Implementation of the policy
reform in EUROMOD
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Create a new policy system based on PT 2013 —we can call it PT_2013 REF

B A M — /o] x
([E= Countries Display Country Tools Administration Tools Add-0ns Applications Help & Info
_“‘ Country afs Add System 5" Import System(s) ik ol Compare Versions A
©% Systems - iEj H =
| Databases 2 Delete System(s) | [ Export System(s) = s Merge Versions | s
Palicy Grp/Mo | PT_2013 Comment SElECt eXIStI N g
1 » @ ConstDef pt | celect Bas = i DEF: CONSTANTS System on Which to
2 » @ uprate_pt =S SR DEF: UPRATING FA(
3 » @ ildef_pt ] PT_2009 DEF: INCOME base your
4 » @ tudef pt [ PT_2010 “RSSESSMENT . .
5 » @ sInVars_pt [C] PT_2011 =~ DEF: Initialise vari simulation
[C] PT_2012 . ™
& » @ random_pt ] PT 2013 E::';mﬂa:dum assignment for
[ PT_2006 e N
7 » @ yem_pt [ PT 2007 - ]:Iﬁig::;mum wage (salario
3 + @ yempb_pt g INC: Public wages cuts
BEN: Minimum pension (Pensoes
: ¢ @ poacn_pk minimas )
10 + @ pcuts_pt INC: Pensions cuts
DEF: recode negative
L > @ neg_pt self-employment income to zero
YooK x Cancel BEN: Unemployment insurance
2 r @ e [ = J [ (subsidio de desemprego)
BEN: Unemployment assistance
= ol (subsidio social de desemprego)
14 + @ buncm_pt - BEN: Unemployment benefit bonus
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Switch on the Minimum Wage policy (yem_pt)

EN &y ¥ Portugal - EURDMOD G2.0+ (D:\Home\cleventi\EUROMOD\new UT\EuromodFiles_G2.0+\) — o »
EL Countries Display Country Tools Administration Toals Add-Ons Applications Help & Info
g Countr . ) .
.“‘ Skl s Add System 5" Import System(s) i ol Compare Versions a4
L5 Systems ) IL H = 1 11
x Delete System(s) |_-—'ar Export System(s) ﬁ‘! — ‘ﬁ:. Merge Versions SWItC h pOI ICIES
ﬂ Databases s | %
Configuration System Operations R Compare Versions Se O N/O F F h €re
Policy Grp/Mo | FT_2013 PT_2013 REF Comment
1 + @ ConstDef pt on on DEF: CONSTANTS -
2 + @ uprate_pt on on DEF: UPRATING FACT:
3 @ ildef_pt on on
4 @ tudef pt on on
g + @ sInVars_pt on on : Initialise variables
DEF: Random assignment for
& + @ random_pt on on — -
£ INC: Minimum wage {salario
7 » @ yem_pt sl zon minimao)
a + @ yempb_pt on on INC: Public wages cuts
BEN: Minimum pension (Pensoes
g ¢ @ poacm_pt off off minimas)
10 + @ pcuts_pt on on INC: Pensions cuts
DEF: recode negative
1 » @ neg_pt on on self-employment income to zero
BEN: Unemployment insurance
12 » @ bunct_pt on on (subsidio de desemprego)
BEN: Unemployment assistance
13 + @ bunnc_pt on on (subsidio social de desemprego)
14 » @ buncm_pt on on BEN: Unemployment benefit bonus
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Add a constant with the new minimum wage level ($MinWage_ref)

EN &y ¥ Portugal - EURDMOD G2.0+ (D:\Home\cleventi\EUROMOD\new UT\EuromodFiles_G2.0+\) — o »

EL Countries Display Country Tools Administration Toals Add-Ons Applications Help & Info

g Countr . ) .
.“ Skl s Add System 5" Import System(s) i ol Compare Versions A
i Systems - lied 8 | =
Iﬁ Databases x Delete System(s) |_-—'ar Export System(s) ﬂ 'j;; ﬁ:. Merge Versions | H
Configuration System Operations R Compare Versions =
Policy Grp/Mo | FT_2013 FT_2013 REF Comment
1 » @ ConstDef_pt on on DEF: CONSTANTS -
1.1 - Jx DefConst on on Minimum wage and Social Support Index
1.1.1 sMinWage 435#m 435#m minimum wage per month
EMin\Wage nfa 582#m minimurm wage per month: reform
I _ref SCENario
1.1.3 g551 419,22#m 419,22#m social support index (IAS)
E551_temp “social suppart index (IAS), temporary
1.1.4 §4753m while doesn "t reach 2010 minimum wage
(for income tax)”
1.1.5 Swh 40
1.2 b J DefConst on Sodal pension
13 p e na on on Old age minimum pension
on on constants
N . . Const on on constants
ew minimum Wage Var on on Initial values
1 on on DEF: UPRATING FACTORS
level (increased by  -*
1S on on DEF: INCOME CONCEPTS
2 O%) pt on on DEF: ASSESSHMENT UNITS
= pt on on DEF: Initialise variables
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Use the new wage level in the Minimum Wage policy

EN Y ¥ Portugal- EURODMOD G2.0+ (D:\Home\cleventi\EUROMOD\new UT\EuromodFiles_G2.0+)) — | O | X
== Countries Display Country Tools Administration Tools Add-Ons Applications Help & Info
@ Countr . T .
.G Ll o Add System 5~ Import System(s) | i ol Compare Versions R 7
% systems | el =
Iﬁ Databases x Delete System(s) |_-—_i Expart System(s) ﬂ‘! .:; ﬁ:. Merge Versions | -H
Configuration System Operations R Compare Versions =t
Policy GrpfMo | FT_2013 PT_2013 REF Comment
INC: Minimum wage (salario e
7 + @ yem_pt off on minimo)
7.1 v Jfx Defvar on on intermediate variables
7.2 v ArithOp on on
' eligibility: anly those with (positive)
et N ‘ﬁ' Elig on on employment income
7.3.1 elig_cond {yem=0} Tyem=0}
7.3.2 TAX_UNIT tu_individual_pt tu_individual_pt
7.4 +~ Jfx Max on on calculate and apply minimum wage
741 who_m... one one
7.4.2 wal ¥em YEM
EMinwage * eMinWage_ref * “calculate minimumn hours in proportion
(Ihw<min=%Mwh) | (v <min = SMwh) i to hours and months worked, but ignore
7.4.3 wval EMwh * [yemmy [ 12 shwh * (yemmy [ 12N\ overtime hours (note that this formula
1413 1413 ields zero if lhw = 0 and yem =0)"
7.4.4 output_... yem yem (oviywrite)
7.4.5 TAX_UMNIT tu_individual_pt tu_individual_pt
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Run EUROMOD
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742

7.4.3
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o = Run EUROMOD
Main View / Filter / Add-Ons Advanced Settings
Elsl=®MERELCHFE =
AT BE BG CY CZ DE DK EE EL ES FI i i U
| # O
Select countries Selectall .....
Run Country System Dataset
[ PT FT_2009 PT_2010_al.txt (Best Match) |+
B |eT PT_2010 PT_2010_al.txt (Best Match) |+
] |eT PT 2011 PT_2010_al.txt (Best Match) |+
] |pT PT_2012 PT_2010_al.txt (Best Match) |~
PT PT_2013 PT_2010_al.txt (Best Match) |+
[ |eT PT_2006 -
O] |eT PT_2007 -
] |eT FT_2003 -
PT PT_2013_REF |PT_2010_al.txt (Best Ma -

L} E_
Run
] s
live)
hge
portion
ut ignore
rormula
= 0)"

Output path  D:\Home'\deventi\ELROMOD \new UI\EMGE.DHDU
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Implications of the reform

level will be raised to the new minimum level

* People affected might:
* be minimum wage earners

Everyone’s employment income at or below the old minimum wage

* have under-reported their incomes/working hours in EU-SILC

* Dbe part of the informal economy etc.
» Assume full enforcement of policy

« Assume no behavioural responses
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Results: Equivalised Household Disposable Income

Changes in equivalised household disposable income
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Notes: Income deciles were constructed according to the modified OECD equivalence
scale, based on equivalised disposable income in the baseline scenario.
Source: EUROMOD (version G2.0+)
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Results: Poverty and inequality

baseline reform scenario
At risk of poverty (%)
...using a fixed poverty line
total population 16.4 15.9
male 15.5 15.0
female 17.3 16.7
age
0-17 21.7 20.5
18 — 65 14.6 14.1
65+ 17.6 17.5
Inequality
Gini coefficient 0.306 0.303
Notes: The poverty rate is the proportion of population living in households with income below the poverty line.
The poverty line is fixed at 60% of the baseline median.
Source: EUROMOQOD (version G2.0+).
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Thank you!

www.euromod.ac.uk
euromod@essex.ac.uk
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