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I.) Motivation: Contextualizing the Troika’s proposals for the labour market 

 Over the last few years the ongoing weakness of the Portuguese labour force has been 

increasing, along with the qualification disparities relatively to the other developed countries. 

Already at the end of the eighty’s, when Portugal joined the EEC (European Economic 

Community), the working-age adults with complete secondary education was around 20%, 

40p.p. less than the European average. A scar left by 40 years of conservative dictatorship is 

still nowadays restraining the productivity of the Portuguese labour force, increasing social 

inequalities and poverty. 

 Actually, the policy domain of labour market rules and developments in Portugal has 

been continuously lacking efficiency and, more recently, capacity to respond to the openness 

of the markets and the rising competitiveness. Moreover, its dual nature, characterized by 

both workers with regular contracts and with more informal job arrangements, indicates the 

inadequacy of regulations, followed by an extremely restricted legislation.  

 However by the turn of the last century, Portugal was experiencing near full-

employment, in contrast to many European countries. Such evidence can be observed trough 

the analysis of the indicator of the long-term unemployment, which had its lowest value 

around the year of 2001. Alas, from that point on, the labour market experiences a prompt 

increase of the Unit Labour Costs, leading to a dramatic intensification of the long-term 

unemployment rate. In this context, by levering the effect of this reality, the recent structural 

reforms, aiming towards the labour market legislation, are expected to improve 

competitiveness of the Portuguese economy, trough the promotion of a substantial drop in 

real wages. 

 The wage dissipation in the EU as a source of the current crisis, along with the 

precedent Portuguese labour market issues already discussed, constitute a fatal combination 

for the national productivity and competitiveness and are now the target of a structural reform 

directed to foster entrepreneurship, the young employment, the quality of matching between 

the firm and the employee as well as efficiency. 
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Objective set in the 1st version MoU 
Date to 

implement 
1st Review Changes 2nd Review Changes 3rd Review Changes Observations 

 Unemployment Benefits - Reduce long-term unemployment risk & strengthen social safety nets 

i) Reduce the maximum duration of UB 
to no more than 18 months 

Q4-2011 Not mentioned 

i) ...while strengthening 
the length of the 

contributory careers vis-à-
vis the workers age in 

determining benefits... 

i) Partly observed. The 
maximum duration 

was reduced from 38 
to 26 months. Age still 

plays an important 
role in determining 

unemployment 
benefits duration 

i) It will not 
concern those currently 
unemployed and will not 
reduce accrued-to-date 

rights of employees; 
 

i) Approved by decree-law 
64/2012 – article 37 

(according to what is said 
in the 3rd review) 

ii) Capping UB at 2.5 times the IAS Q4-2011 Not mentioned Not mentioned Not mentioned 

ii) It will not 
concern those currently 
unemployed and will not 
reduce accrued-to-date 

rights of employees; 
 

ii) Approved by decree-
law 64/2012 – article 29. 

iii) Declining profile of benefits over 
the unemployment spell after six 

months of unemployment 
Q4-2011 Not mentioned Not mentioned Not mentioned 

iii) Approved by decree-
law 64/2012 – article 28 

iv) Reducing the necessary 
contributory period from 15 to 12 

months 
Q4-2011 Not mentioned Not mentioned Not mentioned 

iv) Approved by decree-
law 64/2012 – article 22 

v) For extending eligibility to 
unemployment insurance to clearly-
defined categories  of self-employed 

workers 

Q4-2011 Not mentioned Not mentioned Not mentioned 
v) Approved by decree-
law 65/2012 - article1 

vi) Draft legislation to apply the reform Q1-2012 Not mentioned Not mentioned The government will prepare by Q4-2012 an 



                Nova Economics Club                                    KPI´s for the Labour Market 

Assessment of MoU’s contents 

May 2012                         4/26 

analysis on benefit dependency and long-term 
unemployment with a view to assessing whether 
further measures are needed to address possible 

deficiencies by Q1-2013. 

 Employment Protection Legislation - Tackle labour market segmentation, fostering job creation, and easing adjustment in the labour market 
I)Severance payments, for new hires, 

of open-ended will be aligned with 
those of fixed-contracts 

End-July 2011 Not mentioned Not mentioned Not mentioned i)Ongoing 

I.i)Total severance payments for new 

open-ended contracts will be reduced 
from 30 to 10 days per year of tenure 
(with 10 additional days to be paid by 
an employers’ financed fund) with a 
cap of 12 months and elimination of 
the 3 months of pay irrespective of 

tenure 

End-July 2011 Not mentioned 

I.i)…Reduction of 
severance payments to 20 
days per year of work for 

both open ended and fixed 
term contracts(…)and 

eliminating the 3 months 
of pay irrespective of 
tenure for permanent 

contracts 

Not mentioned 
Ii) Approved by law 

53/2011 

I.ii)Total severance payments for fixed-
term contracts will be reduced from 36 

to 10 days per year of tenure for 
contracts shorter than 6 months and 

from 24 to 10 days for longer contracts 
(with 10 additional days to be paid by 

an employers’ financed fund) 

End-July 2011 Not mentioned Not mentioned Not mentioned  

I.iii)Implementation of the fund agreed 
to partly finance the cost of dismissals 

for new hires 
End-Sept 2011 

Implementation of the 
fund(…)will be done 

through a law regulating 
the functioning of the 

fund, as well as a 
description of technical 

details concerning its 
operation and a planned 

time frame for its 

I.iiii)(…) makes compulsory 
the 

partial financing of 
severance payments via a 
compensation fund, the 
Government will align 

severance payments to 
current employees, further 

reduce severance 

Not mentioned  
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implementation payments, and implement 
the compensation fund to 
partly finance severance 

payments. Until the fund is 
operational, the employers 
remain responsible for the 

total of severance 
payments. 

ii)Proposal to align severance payment 
entitlements for current employees in 

line with the reform for new hires, 
without reducing accrued-to-date 

entitlements - Draft legislation to be 
submitted to Parliament 

Proposal 
Q4-2011 

Draft 
legislation 
Q1-2012 

Not mentioned 
ii)(…)EU average of 8-12 

days 

Severance pay rules of 
current employees 
will be aligned with 

those of new 
contracts by 1 

November 2012, 
while preserving 

accrued rights 

ii)Draft plan already 
presented 

iii)Proposal aiming at; aligning the level 
of severance payments to that 

prevailing on average in the EU; 
allowing the severance pay 

entitlements financed from the fund 
agreed to be transferable to different 
employers by means of the creation of 

notional individual accounts – Draft 
legislation to be submitted to 

Parliament 

Proposal 
Q1-2012 

Draft 
legislation Q3-

2012 

Not mentioned Not mentioned Not mentioned  

IV) Adjustments to the cases for fair 
individual dismissals - Draft legislation 

to be submitted to Parliament 

Proposal 
Q4-2011 

Draft 
Legislation 
Q1-2012 

Not mentioned Not mentioned Not mentioned 
iv)Proposal already 

presented 
iv) Approved 

IV.i)Individual dismissals linked to 
unsuitability of the worker should 
become possible even without the 

Proposal 
Q4-2011 

Draft 
Not mentioned Not mentioned 

The government will 
prepare a report on 
the effects of these 

IV.i) Approved 
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introduction of new technologies or 
other changes to the workplace. Inter 

alia, a new reason can be added 
regarding situations where the worker 
has agreed with the employer specific 
delivery objectives and does not fulfil 
them, for reasons deriving exclusively 

from the workers’ responsibility; 

Legislation 
Q1-2012 

changes on relevant 
labour market 

indicators by Q2-
2013. 

IV.ii)Individual dismissals linked to the 
extinction of work positions should not 

necessarily follow a pre-defined 
seniority order if more than one 
worker is assigned to identical 

functions. The predefined seniority 
order is not necessary provided that 
the employer establishes a relevant 
and non- discriminatory alternative 

criteria; 

Proposal 
Q4-2011 

Draft 
Legislation 
Q1-2012 

Not mentioned Not mentioned Not mentioned IV.ii)Approved 

IV.iii)Individual dismissals for the 
above reasons should not be subject to 
the obligation to attempt a transfer for 

a possible suitable position. 

Proposal 
Q4-2011 

Draft 
Legislation 
Q1-2012 

Not mentioned Not mentioned Not mentioned IV.iii)Approved 

 Working Time Arrangements- Contain employment fluctuations over the cycle, better accommodate differences in work patterns across sectors 

and firms, and enhance firms’ competitiveness 

i) Promote the use of flexible working 
time arrangements (ex. permitting the 
adoption of “bank of hours” working 

arrangements by mutual agreement  of 
employers and employees negotiated 

at plant level) 

i) Q4-2011 Not mentioned 

i)An action plan to 
promote the use of flexible 

working time 
arrangements was 

presented; 
implementation of “bank 

of hours” working 
arrangements 

A 150-hour bank 
account is introduced 
and can be activated 

by individual 
agreement between 

employer and 
employees. 

i) The Plan was presented 
by Q4-2011 
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ii) Short-time working schemes ii) Q1-2012 Not mentioned Not mentioned Not mentioned ii) Approved 
iii) Minimum additional pay for 

overtime established in the Labour 
code, to a maximum of 50%; 

elimination of the compensatory time 
off equal to 25% overtime hours 

worked 

iii) Q1-2012 Not mentioned Not mentioned 

Overtime is reduced 
by 50% and the  25% 
time off per hour of 
overtime is removed 

iii) Approved 

 Wage setting and competitiveness- Provide a stimulus to job creation and improve firm’s competitiveness with a view to correct macroeconomic 

imbalances 

i) Contain increases in the minimum 
wage if not justified by macroeconomic 

conditions 

i) Not 
mentioned 

Not mentioned Not mentioned 

i) … any increase in 
the minimum wage 

will take place only if 
justified by economic 

and labour market 
developments and 

agreed in the 
framework of the 

programme review. 

i)Ongoing 

ii) Ensure wage moderation by using 
the available discretion in the current 
legislation of not extending collective 

contracts until clear criteria is defined. 

ii) in line with 
iii) 

Not mentioned ii) Is added Not mentioned ii) Approved 

iii) Define clear criteria for the 
extension of collective agreements; 

iii) Q2-2012 Not mentioned 
iii) Entering into force in 

Q1-2013 
Not mentioned iii) Approved 

iv) Prepare an independent review on 
how the tripartite concentration of 

wages can be reinvigorated to adapt to 
wage adjustments in line with 

economic developments and on the 
shortening of the survival of contracts 

that are expired but now renewed. 

iv) Q2-2012 Not mentioned Not mentioned Not mentioned  

v) Implementation of the Tripartite 
Agreement of March 2011, concerning 

v)Q4-2011 Not mentioned Not mentioned 
v) It was introduced 

possibility for worker 
v) First proposal for an 
action plan has been 
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“organized decentralization” at three 
levels: promotion of geographical 

mobility conditions and working time 
arrangements; creation of the Labour 
Relations Centre and lowering of the 
firm’s threshold above which work 

councils can conclude firm-agreements 
with 250 employees; 

councils to negotiate 
functional and 

geographical mobility, 
working time 

arrangements and 
remuneration  

presented at Q4-2011 

vi) Define the conditions under which 

work councils can conclude firm-level 
agreements without the delegation of 

unions. 

vi) Q4-2011 Not mentioned Not mentioned Not mentioned 
vi) First proposal for an 

action plan has been 
presented at Q4-2011 

vii) Reduce firms’ threshold for work 
councils to conclude agreements below 

250 employees. 
vii)Q2-2012 Not mentioned Not mentioned 

vii) The decrease of 
the firm size threshold 

to 150 workers for 
unions to delegate 
power to conclude 

collective agreements 
to works councils 

 

 Active labour market policies- To improve the employability of the young and disadvantaged categories and ease labour market mismatches 

i) Present a report on the effectiveness 
of current activation policies and other 

ALMPs 
i) Q4-2011 Not mentioned 

i)A  descriptive report is  to 
be presented by Q4-2011. 

Following this, an 
evaluation report with 

econometric modelling is 
to be delivered by  Q2-

2012... 

i) Assessment of 
effectiveness to be 

presented by Q2-2012 

The authorities have also 
prepared a draft proposal 

for a wage subsidy scheme 
targeted at the long-term 

unemployed to be co-
financed by the European 

Social Fund. 
Some measures in place. 
To be further improved 
after the results of the 

evaluation report 

ii) Present an action plan for possible 
improvements and further action on 
activation policies and other ALMPs, 

including the role of Public 
Employment Services 

ii) Q4-2011 Not mentioned Not mentioned ii) Q2-2012 

 



                  Nova Economics Club                               KPI´s for the Labour Market 

May 2012       9/25 

III. Methodology 

According to the Memorandum of Understanding and its three revisions, the reform in 

the Portuguese Labour Market can be divided in five different areas: unemployment benefits, 

employment protection legislation, working time arrangements, wage setting and 

competitiveness and active labour market policies. In this context, the indicators chosen to 

analyse the labour market reform are divided in five main areas of interest and follow close 

the proposed measures of the Memorandum of Understanding in each area. More precisely, 

the group’s main objective was to associate each measure of the Memorandum with at least 

one indicator.  

In the creation of the indicators, the main priority of the group was that the data 

needed for its construction was easily available in the Internet. Therefore, careful research and 

data collection was made in the databases of “Instituto Nacional de Estatística” (INE 

henceforth), “Instituto de Emprego e Formação Profissional” (IEFP henceforth), Organization 

for Cooperation and Economic Development (OCDE henceforth) and International Labour 

Organization (ILO henceforth).  When the data needed was by no means available in the 

websites of these institutions, interviews were scheduled with experts on their databases. In 

this context, it is worth mentioning the meetings that have already taken place, with INE and 

“Ministério da Solidariedade e Segurança Social” (MSSS henceforth). Additionally, the group 

signed research protocols to obtain direct access to the databases of “Quadros de Pessoal” and 

INE-Microdata.  

Regarding the definition of the indicators, one of the main concerns of the group was 

their time length and frequency. So far, time lengths of the different indicators have not yet 

been harmonized, especially due to the lack of data, but the group considers that it is 

important to assess the evolution of the labour market indicators before and after the reform 

was implemented, so at least the two years before the Memorandum entered into force will 

be considered, whenever possible. The harmonization of time frequency will also not be 

possible, due to lack of data, but whenever possible they will have monthly or quarterly 

frequency, to a better analysis of the impact of the reforms in the short-run.  

In this first version of the report, only the indicators to assess the impact of 

unemployment benefits and active labour market policies reforms will be considered. 

Employment protection legislation, working time arrangements and wage setting and 

competitiveness indicators will be object of future publications.  
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IV. Key Performance Indicators 

1. Unemployment Benefits 

Regarding the Unemployment Benefits area, we have chosen the following indicators 

to monitor the Memorandum (see the appendix for a summarized description): 

1.A Long-term Unemployed (as % of the Active Population) 

1.B Registered Long-term Unemployed by Duration  

1.C Registered Unemployed over 35 years old (as % total registered unemployed) 

1.D Average Monthly Amount of Subsidy per Beneficiary, in Euros 

1.E Ratio of Registered Unemployed to Total Unemployed which were Previously 

Self Employed Workers 

1.A. In order to measure the risk of long-term unemployment we decided to monitor 
the Long-term Unemployed (as % of the Active Population, monthly series), an indicator 
already calculated by INE. This series will be actualized on a quarterly basis and its main 
objective is to assess whether the reforms in the unemployment benefits system had an 
impact in the reduction of the risk of long-term unemployment. From the graph 1.A that plots 
this indicator in the period 1998Q1-2011Q4, taking also into consideration the absolute values 
of the variables that constitute it (in order to understand better its fluctuations), we can 
conclude that the percentage of long-term unemployed has been increasing not because of 
major alterations in the active population but reflecting the increasing trend in the number of 
long-term unemployed, i.e. unemployed for more than 12 months, relatively to the active 
population. Moreover, we can denote that due to the recent crisis this increase has become 
exponential from the final of 2008/beginning of 2009 reaching the peak in the last quarter of 
2011 with a percentage of 7.36%. 

 
Graph 1.A 
 

 

Source: INE – Estatísticas do Emprego 
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Note: unemployed for more than 12 months (long-term unemployed) and active 

population both in absolute values should be read on the left axis. Long-term unemployment 

as a percentage of the active population should be read on the right axis. 

1.B. In line with the main goal of the labour market area (reduce the risk of long-term 

unemployment) the agreement has in its lines the objective of reducing the potential duration 

of unemployment benefits. Having into account the possible prolongations, the new maximum 

potential duration of the unemployment benefit is now, to those that are hired from April 1st 

onwards and reach the state of unemployed after that, 26 versus the 38 months according to 

the previous law. Although the potential is still above the required by the tri-partite 

agreement, it should already have some effects in the number of registered unemployed for 

between one and two years and for more than two years. In order to monitor this, we thought 

about the Registered Long-term Unemployed by Duration (%, annual series), published on a 

semester basis, by IEFP. 1 This indicator is divided into the percentage of unemployed, among 

the ones that are registered in the employment services, for less than 6 months, between 6 

and 12, between 12 and 24 and for more than 24 months. We have just selected the two last 

intervals in order to evaluate the composition of the registered long-term unemployed. From 

the graph 1.B, which plots the percentage of unemployed among the ones that are registered 

in the employment services for certain intervals of time, we can conclude that there is no 

particular trend among each series in itself but there is a clear lag of the series of more than 

two years relatively to the other, meaning that probably the unemployed that are registered 

for between one and two years will also stay registered for more than two years. Analysing 

specifically the exponential increase from 2008 to 2010 in the series between one and two 

years and afterwards in the series for more than two years this could be explained by the fact 

that many unemployed registered in 2008 and 2009 eventually stayed unemployed for one 

year or more. 

Graph 1.B 

Source: IEFP – Relatórios Anuais 

                                                             
1 This indicator is published biannually in the first semester of each year and annually in every year as 
well, so it will be presented as annual series but containing also the last “first semester” if already 
published. 
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1.C. Along with the concern with the long-term unemployed is the preoccupation with 

the unemployed that belong to the older age groups, which are in general the ones that have 

more difficulties in returning to the job market. To fight against this, the agreement decreases 

significantly the number of potential days to receive the unemployment benefit to the older 

age groups. To monitor if the measures applied are being effective in decreasing 

unemployment among the upper age groups, we decided to generate an indicator 

denominated as the Relative Age Ratio of the Unemployed (ratio, monthly series). However, 

this one could be biased due to demographic effects, therefore we decided to monitor the 

Ratio between Registered and Total Unemployed Above 35 years old (ratio, quarterly series). 

Nevertheless, we had also to drop this indicator once there were periods when the number of 

registered was higher than the total one, due to the fact that the INE statistics are based on a 

representative sample while the IEFP numbers report the true values of the employment 

services. Therefore we converged to an indicator which is simply the Registered Unemployed 

above 35 years old (as % of total registered unemployed, monthly series).2 This indicator will 

also contain the variables that compose it since the ratio can decrease either by the fact that 

the number of unemployed for the upper age groups have decreased or by the increase in the 

total registered unemployed. The graph 1.C plots the monthly data collected from the IEFP 

during the last year. 3 Focusing on the ratio indicator, we verify that it has been decreasing 

since its last peak on June of 2011. However, this is not due to the decrease in the number of 

registered unemployed above 35 years old but due to the increase of the total registered 

unemployed which also reflects the increase of the registered unemployed below 35 years old 

as we can see in the graph. 

Graph 1.C 
 

 
 

Source: IEFP – Centros de Emprego – Estatísticas Mensais 

                                                             
2 Note that this indicator is a proxy given that the potential period changes from the 39 to 40 years old 
and not from 34 to 35. Its definition was due to the scales in IEFP( <25, 25-35, 35-55, >55 ) 
3 This graph will be completed with previous data in the next publication. 
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Note: registered unemployed (either below or above 35 years old or the total), in 

absolute values should be read on the left axis. Registered unemployed above 35 years old as a 

percentage of the total registered unemployed should be read on the right axis. 

 
1.D. With the aim of reducing public expenditure, the average amount of the 

unemployment benefit will decrease, either by shortening the period of unemployment 

benefit or by the measure of capping it at 2.5 times the IAS (“Indexante de Apoio Social”, 

instituted by law as a reference to determine the fixation, calculation and update of 

contributions, pensions and other social benefits which indicate the Minimum Guaranteed 

Amount per month and that in 2012 has a value of 419.22€). To monitor the effects of those 

policies, we decided to follow the Average Monthly Amount of Subsidy per Beneficiary, in Euros 

(absolute value, monthly series). With the average subsidy over the number of days subsidized, 

taken from IEFP, from September of 2009 to February of 2012, we can draw the graph 1.D 

which plots an increasing trend over time, especially from October of 2010 to October of 2011. 

However, this increasing trend has reflected a slowdown in the last three months. We also 

decided to plot in the same graph the amount of the IAS, which has been constant since 2009 

at 419,22€ in order to emphasize the gap between the trends of the two series. As a further 

research we are looking for a database which disaggregates the average monthly subsidy into 

categories in order to verify if the decrease in this average in the next periods reflects the 

percentage of people that were receiving between 3xIAS and 2.5xIAS. Until there, we will 

interpret this indicator as a proxy. 

Graph 1.D 
 

 
 

Source: Segurança Social – Estatísticas Desemprego e Apoio ao Emprego 
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Registered Unemployed to Total Unemployed which were Previously Self Employed Workers 

(ratio, quarterly series). The data to construct this indicator is provided by two different 

sources. The number of registered unemployed which were previously self-employed workers 

is obtained through IEFP - Concelhos, Estatísticas Mensais, and has monthly frequency. The 

total number of unemployed which were previously self-employed is provided by INE - 

Inquéritos ao Emprego, and has quarterly frequency. In order to harmonize the two series, we 

converted the monthly values on the number of the number of registered unemployed which 

were previously self-employed to quarterly values, using arithmetic averages. So far, we 

analysed the period between the first quarter of 2010 and the fourth quarter of 2011. Our 

results are presented in graph 1.E.4 As it is observable, there is not a well defined trend in the 

behaviour of this indicator for the period in analysis. Between the first quarter of 2010 and the 

last quarter of 2010, there was a decreasing trend, not very accentuated. Between the fourth 

quarter of 2010 and the first quarter of 2011, there has been a peak in the indicator, followed 

by a thorough between the first quarter of 2011 and the second quarter of 2011. After the 

second quarter of 2011, this indicator exhibits an increasing trend. With the implementation of 

the measures proposed by the Troika, we expect to see a rise in this indicator, meaning that 

self-employed workers, after the attribution of unemployment benefits, have more incentives 

to register in the employment centres. In other words, we hope that the attribution of 

unemployment benefits to self-employed workers is being done so efficiently that even 

provides them a higher incentive to register in employment centres.    

Graph 1.E 
 

 
 

Sources: INE - Inquéritos ao Emprego and IEFP - Concelhos, Estatísticas Mensais 

Expectations for the Indicators regarding the Unemployment Benefits 

For now it is difficult to measure the impact of the measures registered in the 

Memorandum of Understanding but the main objectives for the previous indicators are: 

 A decrease in the percentage of long-term unemployed among the active population; 

 A movement from the registered unemployed for more than 24 months to the 

category of the registered unemployed for between 12 and 24 months;  

                                                             
4 This graph will be completed with previous data in the next publication. 
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 A larger decrease in registered unemployed above 35 years old reflecting not the 

increase in the total of registered unemployed but a decrease in the registered 

unemployed above 35 years old;  

 A decrease in the average monthly amount of subsidy per beneficiary once this was 

capped down;  

 An increase of the number of the registered self employed because now they have 

more incentives, thus, we consider that an increase in this last indicator will occur, 

suggesting that the social protection among the self-employed is being effective. 

 

 

2. Active Labour Market Policies 

Taking into account the objective within the Memorandum that deals with Active 

Labour Market Policies (ALMP) we present the following indicators (see the appendix for a 

summarized description): 

2.A Cost-efficiency of ALMP  

2.B Number of affected by ALMP – Increase in accumulated values per month 

2.C Unemployed registered under 25 years old  

2.D Intensity of job search by youth 

2.E Job search in labour market  

2.F Ratio of placements over quests  

 2.A. For the first indicator – Cost-efficiency of ALMP (%, annual series) - the objective is 

to measure the effectiveness of the ALMP. This indicator would be computed as the ratio 

between placements/offers divided by the total expenditure in ALMP. Although the values for 

the ratio of placements over offers are available at Instituto de Emprego e Formação 

Profissional, nevertheless the values for expenditures in these specific policies is not yet 

available for the whole period that we need to take into account when analysing the impact of 

this Memorandum’ measure. Thus, this indicator will be added in future publications, when 

the data needed for its computation is made available.  

2.B. In line with the purpose of the Memorandum to increase the good practices of the 

Government in the promotion of ALMP in an efficient manner, we decided to observe the 

evolution of the Number of affected people by ALMP – increase in accumulated values per 

month (absolute value, monthly series). The data to compute this indicator was provided by 

Instituto de Emprego e Formação Profissional, and was presented under the form of a stock 

per year. We decided to compute the increase in accumulated values per month (a flow 

variable) because this allows to see the performance in ALMP per month of a given year 

(homologous) and also to compare yearly the number of affected by ALMP. Our results for the 

years of 2010, 2011 and 2012 are presented in graph 2.B. As we can see, this is an indicator 

which appears to suffer from seasonality – the months of May to August seem to be 

characterized by a decreasing trend with a through in August and the months of September to 

December are characterized by an increasing trend with a peak in December. Nonetheless, it is 

clearly visible in the graph that the number of affected by ALMP has been increasing per 

month per year, and henceforth the number of affected by ALMP augmented in all months 
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since 2010 to 2012. This means that ALMP are abridging a higher number of people in each 

year, and for the future we hope that the difference for the month of the previous year is even 

higher, since the Government will make an effort in the improvement of ALMP. We also hope 

to perform causality tests between the total number of people unemployed and the number of 

people affected by ALMP. From our perspective, it is interesting to see whether a rise in 

unemployment leads to a higher number of people entering ALMP (with a time lag) and then 

whether this helps reducing unemployment and consequently the number of people affected 

by ALMP. 

Graph 2.B 

 

Source: Instituto de Emprego e Formação Profissional 

2.C. According to the Memorandum of Understanding, one of the main goals of 

promoting ALMP is to reduce youth unemployment. To measure whether ALMP are being 

effective in the pursuit of this goal, we decided to follow the evolution of the Unemployment 

Registered for the Population Between 25 Years Old as absolute value and percentage of total 

unemployment, monthly series. The data to compute this indicator is provided by IEFP – 

Mercado de Emprego, Estatísticas Mensais and the period considered was January 2010 to 

March 2012. Our computations so far are exhibited in graph 2.C.5 As it is visible, unemployed 

population below 25 years old has exhibited a decreasing trend since January 2010 and July 

2011, but since then until the last period in the analysis it has increased markedly. Total 

unemployment was relatively stable over the period in analysis, with just a sharp increase in 

September 2011 until the last period in analysis. Analysing the percentage of unemployed 

population below 25 years in total unemployment, we can see that this did not have a stable 

evolution: it decreased from January to June 2010, then was kept relatively stable and 

decreased markedly again between January and June 2011. Since that period, however, the 

percentage of unemployed population below 25 years in total unemployment has exhibited an 

increasing trend, and since total unemployment has also risen in that period, this has to be due 

to the increase in unemployment population below 25 years. With the introduction of ALMP 

aimed at youngsters, we hope to see a reduction in the unemployment of people below 25 

years old, suggesting that the policies are being effective. 

                                                             
5 This graph will be completed with previous data in the next publication. 
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Graph 2.C. 

 

Source: IEFP – Mercado de Emprego, Estatísticas Mensais  

Note: Unemployed Population under 25 years old – absolute value and total 

unemployment should be read on the left axis. Percentage of unemployed population below 

25 years old in total unemployment should be read in the right axis. 

2.D. Taking into account the fourth indicator – Intensity of job search by youth (%, 

annual) - it aims at measuring the effort made by the youth; defined as the population under 

25 years old registered in the employment services (IEFP – Mercado de Emprego) over the 

total population under 25 that is unemployed (INE) in job search. Job search is measured by 

the registered unemployment, which translates in the part of the youth unemployed that is 

registered and hence can benefit from training and monitoring from Job Centres in what 

regards the process of job search. Moreover this variable is divided by the total youth 

unemployment. Therefore, it will enable to filter out those that are not registered, so as to see 

the performance in what regards the job search of youth. To see how this indicator behaves, 

graph 2.D plots the present indicator in which the period considered was 1998 to 2011.  6 From 

the observation of the graph the conclusion is that there was a decreasing trend in the 

intensity towards job search. And this behaviour is due mostly to the fact that although both 

the registered unemployed under 25 and the total unemployment have a decreasing trend, 

those that are registered in the employment service are decreasing at a faster pace than the 

total. We also hope to perform causality tests between the registered unemployed below 25 

years old and the total number of unemployed under 25 years old estimated by INE. From our 

perspective, it is interesting to see whether a rise in the total number of unemployed under 25 

years old estimated by INE leads to a higher number of those registered in the employment 

services. 

                                                             
6 This graph will be completed with previous data in the next publication. 
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Graph 2.D 

 

Source: INE - Inquéritos ao Emprego and IEFP – Mercado de Emprego, Estatísticas Mensais 

Note: Registered Unemployed under 25 years old and Total Unemployment (estimated 

by INE are in absolute values and should be read on the right axis. The indicator per se is in 

percentage and should be read in the right axis. 

2.E. For the following indicator – Job Search in Labour Market (%, monthly series) - its 

objective is to analyse the job search effort in the aggregate terms (registered unemployment 

in the unemployment insurance system), therefore the variables considered here are the 

number of job quests provided by IEFP and the job offers that the registered unemployed had 

(also from IEFP), from January2002 to February 2012. This indicator will be calculated in future 

reports due to some odd values in the series.  

2.F. The final indicator – Ratio of placements over quests (%, monthly series) - treats 

the performance of easiness of labour market matches, which again is measured in aggregate 

terms. To compute this indicator we use as the numerator the number of placements 

registered by IEFP (during each month), and as a denominator the number of quests registered 

by IEFP (during each month or in the end of each month). This indicator will be calculated in 

future reports due to some odd values in the series.  

Expectations for the Indicators regarding the Active Labour Market Policies 

In the area of the Active Labour Market Policies, we expect the following trends for the 

indicators presented: 

 An increase in the number of people abridged by ALMP per year and per month of 

each year, meaning that the Government is effectively promoting and enlarging 

ALMP; 

 A reduction in the unemployment of people below 25 years old, suggesting that the 

policies targeted at reducing youngsters unemployment are being effective;  

 An increase in the “intensity of job search youth” which has been declining.  
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 V. Final Remarks and Plan of action for the next weeks 

The main conclusions about the evolution of each of the indicators presented are 

described in the previous sections. To sum up, we would say that it is too soon to reach more 

detailed conclusions regarding the effects of the Memorandum of Understanding in the area 

of the Labour Market given that the majority of the policy changes were only applied in the 

last quarter of the last year and the first quarter of 2012. Furthermore, many measures have 

not still entered into place. However, the Portuguese Government is making an effort to 

approve and apply all the measures proposed by the Memorandum, and this is visible in the 

establishment of deadlines for the submission of draft legislation and the approval of some 

measures through laws or decree-laws so far. Given this, our previsions are that the 

Portuguese Labour Market is in the right track to fight against a sclerotic and overprotected 

situation. Results about those expectations will be analysed in the next reports, which will also 

present the indicators for the three areas that are left to analyse: employment protection 

legislation, working time arrangements and wage setting and competitiveness.  

The plan of action for the next weeks will focus on the following points: 

 Complete our database for some indicators and continue actualizing the current ones 

with new published data; 

 Discriminate some indicators by sex, region, profession and educational level; 

 Try to get more specific data from IEFP, namely through a meetings to be scheduled; 

 Extend the indicators to the other subjects of the Labour Market that were not 

included yet in this report; 

 Try to find some indicators that may be suitable for cross-country comparisons; 

 Lastly, evaluate if the indicators are being affected solely by a cyclical component or 

really reflecting the impact of the Memorandum and in line with this divide between 

short and long-run effects. Also do some causality tests in the variables mentioned 
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VII. Appendix 

1. Unemployment Benefits 

1.A. Long-term Unemployed (as % of the Active Population) 

Name  Long-term Unemployed (as % of the Active Population) 

Frequency  Quarterly  

Period Start: 1st Quarter,1998 End: 4th Quarter, 2011 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  Assess whether the reforms of the unemployment insurance system have 
impact on the reduction of long-term unemployment  

Unit  Percentage  

Formula  (Population unemployed for 12 or more months/active population)  

Variables Long-term unemployed - for 12 or more months 
Active population 

Sources INE – Inquérito ao Emprego  

Interpretation  If this indicator increases either mean that the number of long-term 
unemployed increase or active population decreased  

Last Update April 2012 

 

1.B. Registered Long-term Unemployed by Duration  

Name  Registered Long-term Unemployed by Duration  

Frequency  Annually  

Period Start: 2000 End: 2011 

Reference Area Mainland Portugal 

Objective  Assess whether the reforms of the unemployment insurance system have 
impact on the shortening of the long-term unemployment 

Unit  Percentage (of the total) 

Formula  (registered unemployed for more than 24 months/ total of registered 
unemployed) and (registered unemployed for between 12 and 24 months/ 
total of registered unemployed) 

Variables registered unemployed for more than 24 months 
total of registered unemployed 
 registered unemployed for between 12 and 24 months 

Sources IEFP – Relatórios Anuais  

Interpretation  If this indicator increases either mean that the number of long-term 
unemployed increase or the number of registered short-term decreased in 
relative terms 

Last Update April 2012 
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1.C. Registered Unemployed over 35 years old (as % total registered unemployed) 

Name  Registered Unemployed over 35 years old (as % total registered 
unemployed) 

Frequency  Monthly 

Period Start: February, 2011 End: February, 2012 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  Assess whether the significant shortening of the  potential duration of the 
unemployment benefit to the upper classes of age in fact decreased the 
registered unemployed over 35 years old relatively to the total 

Unit  Percentage  

Formula  Registered Unemployed over 35 years old/ total registered unemployed 

Variables Registered Unemployed over 35 years old 
Total registered unemployed 

Sources IEFP – Centros de Emprego – Estatísticas Mensais  

Interpretation  If this indicator increases either mean that the number of registered 
unemployed over 35 years old increased or the ones below that age 
decreased in relative terms 

Last Update April 2012 

 

1.D. Average Monthly Amount of Subsidy per Beneficiary, in Euros 

Name  Average Monthly Amount of Subsidy per Beneficiary, in Euros 
 

Frequency  Monthly 

Period Start: September, 2009 End: February, 2012 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  Verify in how much the average decreased as a consequence of capping 

unemployment benefits  

Unit  Absolute value, in Euros 

Formula  Original variable 

Variables Average monthly unemployment benefit in Euros  

Sources SS – Estatísticas do Desemprego e do Apoio ao Emprego  

Interpretation  If this indicator decreases it means that there was a relevant number of 
people receiving between 2.5  and 3 times the IAS decreased in relative 
terms (using this indicator as a proxy) 

Last Update April 2012 
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1.E Ratio of Registered Unemployed to Total Unemployed which were Previously Self 

Employed Workers 

Name  Ratio of Registered Unemployed to Total Unemployed which were 
Previously Self Employed Workers 
 

Frequency  Quarterly 

Period Start: Quarter 1,2010 End: Quarter 4, 2011. 

Reference Area Mainland Portugal 

Objective  Measure if the extension of unemployment benefits to ex self-employed 
workers leads to an increase in the number of registries of unemployed 
that were previously self-employed in relation to the total unemployed 
which were self-employed. 

Unit  Absolute value, ratio.  

Formula  Registered Unemployed previously self employed/Total unemployed 
previously self employed 

Variables Registered Unemployed previously self employed 
Total unemployed previously self employed 

Sources INE - Inquéritos ao Emprego 
IEFP - Concelhos, Estatísticas Mensais 

Interpretation  If this indicator increases it means that the provision of unemployment 
benefits to previously self-employed workers is being effective, as it acts as 
an incentive for their registration in Job Centers.  

Last Update April 2012 

2. Active Labour Market Policies 

2.A Cost-Efficiency ALMP – to be published in the next edition 

2.B Number of affected by ALMP – Increase in accumulated values per month 

Name  Number of affected by ALMP - increase in accumulated values per month 

Frequency  Monthly (does not include January for estimation reasons) 

Period Start: February 2010 End: March 2012 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  
Measure whether the number of people abridged by ALMP is increasing 
per year and per each month of each year 

Unit  Absolute Value 

Formula  
For month x of year y= Total number of affected by ALMP (execution) for 
month x of year y– Total number of affected by ALMP (execution) for 
month x-1 of year y 

Variables Total number of affected by ALMP (execution)  

Sources 
IEFP - Síntese da Execução dos Programas e Medidas de Emprego e 
Formação Profissional 

Interpretation  
If this indicator increases, it means that ALMP are including a number of 
people significantly higher each year.  

Last Update May 2012 
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2.C Unemployed Registered Below 25 years old 

Name  Unemployed Registered Below 25 years old 

Frequency  Monthly 

Period Start: January 2010 End: March 2012 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  
Analyse whether policies aimed at tackling youth unemployment are being 
effective, leading to a decrease in unemployment registered below 25 
years.  

Unit  Absolute Value and Percentage 

Formula  
For percentage: Unemployed Registered Below 25 years/Total 
unemployed registered 

Variables 
Unemployed Registered Below 25 years old 
Total Unemployed Registered  

Sources IEFP – Centros de Emprego – Estatísticas Mensais 

Interpretation  
If this indicator increases (both in absolute value and in percentage) then it 
means that the Memorandum policies are reducing unemployment for 
people below 25 years.  

Last Update April 2012 

 

2.D. Intensity of job search by youth 

Name  Intensity of job search by youth  

Frequency  Annualy 

Period Start: 1998 End: 2011 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  Evaluate job search effort by youth  

Unit  Percentage  

Formula  
Unemployed under 25 years old registered in the employment services 
/Total Unemployed under 25 years old 

Variables 
Unemployed under 25 years old registered in the employment services  
Total Unemployed under 25 years old 

Sources 
IEFP – Centros de Emprego – Estatísticas Mensais  
INE – Inquérito ao Emprego  

Interpretation  
If it increases, it may indicate that the effort for job search among people 
under 25 years old is increasing  

Last update May 2012 
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2.E. Job Search in Labour Market 

Name  Job search in labour market  

Frequency  Monthly  

Period To be defined 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  Measure Job search effort in aggregate terms  

Unit  Percentage  

Formula  Job quests/Job offers  

Variables 
Nº of job quests  
Nº of job offers 

Sources IEFP – Centros de Emprego – Estatísticas Mensais 

Interpretation  If it increases, it may indicate that the effort on job search is increasing.  

Last Update May 2012 

 

2.F. Ratio of placements over quests  

Name  Ratio of placements over quests  

Frequency  Monthly  

Period To be defined 

Reference Area Mainland Portugal, Madeira and Azores 

Objective  Analyse the easiness of labour market mismatches  

Unit  Percentage  

Formula  Placements /Quests 

Variables 
Nº Placements  
Nº Quests 

Sources IEFP – Centros de Emprego – Estatísticas Mensais 

Interpretation  If it increases, labour market mismatches are being eased  

Last Update May 2012 

 


