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1. Introduction: a topical question… 
◦  The	crisis	has	revived	a	ques<on	addressed	in	the	McDougall	(1977)	and	Delors	
(1986)	reports	

◦  Three	reports	in	2012	about	a	stabilisa<on	scheme	at	the	European	level	

o  Van	Rompuy	Report	(“Towards	a	genuine	economic	and	monetary	union”):	
	a	fiscal	capacity	at	the	EMU	level,	either	a	federal	budget	or	an	unemployment	insurance	
	mechanism	

o  Tommaso	Padoa-Schioppa	group	(“Comple7ng	the	Euro.	A	road	map	towards	fiscal	
union	in	Europe”):	
	a	cyclical	automa<c	stabiliza<on	insurance	fund	

o  European	Commission	(“A	blueprint	for	a	deep	and	genuine	economic	and	monetary	
union.	Launching	a	European	debate”):	

	a	EA	budget	with	a	stabiliza<on	func<on	
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o  Proper<es	of	a	common	stabiliza<on	fund	for	the	Eurozone:	

o  Carnot	et	al.	(2015,	EC	Econ.	papers),	Delbecque	(2013,	),	Enderlein	et	al.	(2013),	Furceri	&	
Zdzienicka	(2015,	Open	Econ.	Rev)	

o  Simula<ons	of	the	redistribu<on	and	stabiliza<on	effects:	

o  Bargain	et	al.	(2013,Econ.	Policy	),	Dolls	et	al.	(2013)	

	

o  Unemployment	benefits	in	the	Eurozone	

o  advocated	by	Commissioner	Andor	(2014)	

o  Brandolini	et	al.	(2016,	JCMS),	Dolls	et	al.	(2014),	Dullien	(2014,	InterEcon.),	Fichtner	&	Haan	(2014,	
DIW	Econ.	Bull.),	Lellouche	&	Sode	(2014,	Tresor-Econ.)		

o  Unemployment	benefits	in	the	EU	

o  Beblávy	&	Maselli	(2014),	Maselli	&	Beblávy	(2015)	
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o  Provide	a	theore<cal	context	

o  Our	simula<ons	cover	27	EU	countries,	2005-2014…	

o  …	under	a	large	set	of	parameters	

o  Give	a	focus	on	stabiliza<on	

o  Review	implementa<on	issues	and	a	“bullet-proof”	test	

o  Provide	an	“Easy-to-use”	replica<on	file	
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2. Theoretical background 
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o  Op<mum	currency	areas	(OCA):	

o  Desirability	of	a	system	insuring	against	idiosyncra<c	shocks	

o  Ingram	(1959,	QJE),	Kenen	(1969)	

o  Kindleberger	(1986,	AER),	Agliela	(1986):	on	the	similarity	of	preferences	

	

o  Fiscal	federalism:	

o  Persson	&	Tabellini	(1996a,	Econ.):	trade-off	between	risk-sharing	and	moral	hazard	

o  Persson	&	Tabellini	(1996b,	JPolE):	trade-off	between	efficiency	and	redistribu<on	

o  Macroeconomic	stabiliza<on:	

o  Engler	&	Voigts	(2013):	larger	Keynesian	mul<plier	(lower	Ricardian	response)	

	

	



2. Theoretical background 
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o  Poli<cal	Economy	

o  Persson	&	Tabellini	(1996b,	JPolE):	

o  collec<ve	bargaining	(between	states)	->	underinsurance	

o  majority	vo<ng	(by	individuals)	->	over-insurance	

o  Luque	et	al.	(2014,	JPubE):	

scope	for	bargaining	increases	with	expected	vola<lity	of	income	

Larger	/	Richer	/	Lower-risk	countries	will	request	larger	poli<cal/	vo<ng		weights	

	

o  Guiso	et	al.	(2016,	JIE):	

Cultural	clashes	can	be	circumvented	by	centraliza<on	

	

Take-away	lesson:	

the	further	form	an	OCA,	the	more	desirable	an	insurance	system,	but	the	harder	the	bargaining	on	tax	rates	

	



3. Existing proposals / schemes 
 
 
 

Prelim.: Where are we coming from? 
 

The EU budget transfers 
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o  Permanent	recipients	/	receivers	

o  For	sizeable	amounts	
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3. Existing proposals / schemes 
 
3.1. Basic formulas 
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From	Lellouche	and	Sode	(2014):	
	
1.  Benefits	
	

		
1.  Contribu<ons	
	

2.  Net	Transfers	

	
3.  Defining	the	“right”	contribu<on	rate,	
	

	balancing	at	the	system	level	 	or	 	at	each	country’s	?	

	
		



 
 
3.2. Choice of parameters: a tricky issue … 

10	



 
 
3.2. Choice of parameters: … for difficult comparisons 



 
 
3.3. Net transfers: results from the literature 
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However	comparisons	are	hard	to	make:	methods,	measurements,	underlying	models	differ.	
Mul<plier	osen	considered	equal	to	1.		



4. Our proposal(s) 
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o  All	EU	countries	(except	Croa<a)	

o  2005-2014	(allows	for	a	larger	coverage)	

o  Data:	

o  Eurostat:	unemployment	rate,	short-term	unemployed	

o  AMECO:	GDP,	compensa<on	per	employee	



4. Our proposal(s) 
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Baseline	scenario:	

α	=	0.8;	EU	average	Replacement	rate	=	0.46;	Coverage	ra<o	=	100%	

Contribu<on	rate	=	common,	updated	/	year	to	balance	the	fund	over	past	3	years	

Permanent	system	(no	specific	trigger)	

o  Variant	1:	Replacement	Rate	=	0.56	

o  Variant	2:		Na<onal	Replacement	Rate	if	RR	<	EU	average	

o  Variants	3	&	5:	Coverage	ra<o	=	80%	

o  Variant	4:	Replacement	rate	=	0.56	

o  Variants	4,	5,	7,	9:	Country-specific	contribu<on	rate,	updated	/	year	to	balance	countries’	
shares	of	the	fund	over	past	3	years	

o  Variants	6	&	7:	Trigger	=	Δu	>	10	%	

o  Variant	8	&	9:	Trigger	=	u	>	5	%	AND	20	%	above	the	past	two	years’	level	

o  Variant	10:	without	Denmark	&	UK	



4. Our proposal(s) 
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4. Our proposal(s) 
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4. Our proposal(s): where does variability comes from? 
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4. Our proposal(s) 
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5. Conclusion 
o  A	European	insurance	scheme	for	short-term	unemployment	is	probably	not	

suitable	in	case	of	a	protracted	slowdown,	because	an	increasing	share	of	long-
term	unemployed	would	not	be	covered.	

o  If	all	countries	were	severely	hit	by	a	protracted	crisis	at	the	same	<me,	the	
European	insurance	scheme	would	be	in	deficit.		

Ø  Borrowing	capacity	?	

Ø  Insurance	against	large	shocks	only	(Gros,	2014)?	

o  Further	research	is	needed	on	stabiliza<on	effects,	as	well	as	on	welfare	
criteria.	
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