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Aim of presentation

• Estimate the distributional impact of the Covid-19 crisis, accounting 

for: 

1. Monetary compensation scheme 

✓ Both for employees and for self-employed 

2. Increase in unemployment

✓ Using the LMA AddOn

• EL as a case study 

• Focus on the methodology, not on the results



1. Monetary compensation scheme (MCS) 

• Available information 

• Scheme available for 2.5 months (mid March – May) for employees and 

self-employed

• €534 per month 

• Number of employees transiting to the scheme by NACE code 

• ≈ 830 thousand employees

• 51% of transited employees come from two sectors: wholesale/retail 

trade and hotels/restaurants   

• Number of self-employed transiting to the scheme

• ≈ 410 thousand self-employed  

• Simulation strategy 

• Using the template provided by JRC

• Random allocation of employees using variable lindi (NACE code)

• Random allocation of self-employed using their social insurance fund 

(not the main focus of this presentation) 



1. Monetary compensation scheme (MCS) 

• Implementation in EUROMOD

• 8 policies (…) – the first two are switched off in the baseline  



1. Monetary compensation scheme (MCS) 

• Implementation in EUROMOD

creation of lmcee_s variable: 
random selection of people to be
transferred in the scheme, based
on lindi



1. Monetary compensation scheme (MCS) 

• Implementation in EUROMOD

… and of bwkmceemy_s variable (months in the MCS),
based on administrative information



1. Monetary compensation scheme (MCS) 

• Implementation in EUROMOD

…and finally, of bwkmcee_s
variable

the EL case is relatively 
straightforward, as the MCS 
is a lump-sum amount… 

…adjusted for the number 
of months in receipt 



2. Increase in unemployment 

• Available information 

• According to the EC’s Spring 2020 Economic Forecast, unemployment in 

Greece will go up by 2.6 ppts 

• ≈ 230 thousand new unemployed  

• No info on economic sector or other characteristics…   

• Simulation strategy  

• Use EUROMOD’s LMA AddOn => an ‘enhanced’ version 

• Work in progress with S. De Poli, T. Hufkens, A. Papini  

• Target: move ≈230 thousand people from employment to short-term 

unemployment

• Assumptions: 

1. Individuals transiting to unemployment are not the same as those 

moving to monetary compensation schemes 

2. Their random allocation will follow the distribution of NACE 
depicted in the transitions from employment to MCS

https://ec.europa.eu/info/business-economy-euro/economic-performance-and-forecasts/economic-performance-country/greece/economic-forecast-greece_en


Working with the current LMA AddOn (1/2)

• LMA AddOn: one of the four publicly available EUROMOD AddOns

• In order for it to run for 2020, we need the following variables:

lma20
• lma20 = 0→ No transition

• lma20 = 1→ Non-employed to employed

• lma20 = 2→ Employed to short-term unemployment

• lma20 = 3→ Employed to long-term unemployment

• lma20 = 4→ Short term unemployed to long term unemployment

yem_a

• imputed wage for people with lma20=1

lhw_a

• imputed hours worked per week for people with lma20=1

• Until now, these variables had to be added in the EM input dataset

…making its use not very straightforward  



Working with the current LMA AddOn (2/2)

• lma20 can now also be created in the model, in the InitVarsLMA_xx

policy 

• For practical reasons, in the EL example 

only individuals with yemmy = 12 were 

chosen for these transitions 

• yem_a and lhw_a are also produced by 

InitVarsLMA_xx

➢ both equal to zero, as no transitions to 

employment were modelled   



Enhancing the LMA AddOn (1/4)

• The LMA AddOn used to work with the assumption that individuals 

are transiting to unemployment for a period of 12 months 

• When the AddOn ran, yemmy/ysemy were set to zero for those with 

lma=2 

• This assumption can now be relaxed: in the case of EL, we assume 

that 230 thousand people are transiting to unemployment after the 

end of the lockdown, i.e. for a period of 7 months (June – December)  

• A new variable is being created in InitVarsLMA_xx: yemmy20_a

(months in employment for those in transition)

➢ set equal to 5 in the 

EL example



Enhancing the LMA AddOn (2/4)

• The enhanced LMA AddOn now (heavily) uses the new variable:



Enhancing the LMA AddOn (3/4)

• yemmy_a is used when adjusting variables such as lcs, loc, lse, lfs, 

lindi, lhw…

…we assume that individuals 

keep their original state if 

yemmy_a != 0  and  change it 

if yemmy_a = 0  



Enhancing the LMA AddOn (4/4)

• yemmy_a is also used when adjusting variables such as yem*, yemmy, 

kfb, kfbmy, bhl, bunct…



Running EUROMOD with the LMA AddOn

• Compared to a baseline where only transitions to MCS are simulated 



Ongoing work/further steps 1/2

Conceptual 

• Allowing for double transitions

• Currently the eligibility condition for the creation of lmcee_s (i.e. people 

transiting to monetary compensation) excludes individuals with lma = 2 

• Allowing for more transitions

• lma20 = 0→ No transition

• lma20 = 1→ Non-employed to employed

• lma20 = 2→ Employed to short-term unemployment

• lma20 = 3→ Employed to long-term unemployment

• lma20 = 4→ Short term unemployed to long term unemployment

• lma20 = 5→ Non-employed to self-employed



Ongoing work/further steps 2/2

Technical 

• Moving yemadj_xx/yseadj_xx and yemmyadj_xx/yemmyadj_xx

policies from the spine to the LMA AddOn

• Combining InitVarsLMA_xx and yemcomptime_xx/ysecomptime_xx

into a single policy, where all random allocations needed for labour 

market transitions will be performed

• Using the LMA AddOn to account for transitions to both 

unemployment and monetary compensation schemes  

• Currently transitions to monetary compensation schemes can be 

performed without having to use the LMA AddOn

EL-specific 

1. Relaxing the assumptions that only individuals with yemmy = 12 

transit to unemployment for a period of 7 months 



Thank you for your attention!  


