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INTRODUCTION  

This document contains a detailed description and analysis of all indicators included in 
the second part of the LIME Assessment Framework (LAF). LAF is a tool developed by 
the Lisbon Methodology (LIME) Working Group of the Economic Policy Committee 
(EPC) in order to evaluate the economic progress of all Member States and progress 
with their structural reforms, based on the Lisbon Strategy targets and guidelines.  

The second part is an analysis of 282 indicators in 20 policy areas related to: (i) Labour 
market, (ii) Product and capital market regulations, (iii) Innovation and knowledge and 
(iv) Macroeconomy. Each policy area contains multiple indicators varying in number from 
eight to twenty-one, depending on the area. An aggregate score is calculated for each 
policy area both in levels and changes over time. In the calculations of the aggregate 
score, only a subset of indicators are included, called the “narrow list” indicators, while 
the remaining indicators are called the “wider list” indicators. Each narrow list indicator 
can get different aggregation weights as assigned by the LIME Working Group. All data 
and calculations are included in an automated Excel based application, called the 
“Maquette”. 

In this note, we provide information for each indicator, such as definition, indicator 
source, data source, indicator type (performance/policy), time coverage, geographical 
coverage, data and score values for Cyprus, aggregation weights, reason excluded from 
narrow list, comments on data quality and score calculations, alternative data and score 
values in cases of inaccuracies and general comments on the appropriateness of each 
indicator for Cyprus. In addition, we provide suggestions for improvement such as 
alternative indicators for the narrow list, alternative aggregation weights, improved 
indicator definitions and more accurate data sources that could be used. 

In addition to indicator specific information, we provide relevant information from the 
existing literature for Cyprus when available, and appendices with more information 
regarding regulations, institutions and relevant market conditions for each section. 

“The Choice of Indicators in LAF” is divided into four parts, one for each section:  

• Part 1 relates to labour market policies and includes the following policy areas: 
Active labour market policies, making work-pay: interplay of tax and benefit 
system, labour taxation to stimulate labour demand, job protection and labour 
market segmentation/ dualisation, increasing working time, specific labour supply 
measures for women, specific labour supply measures for older workers, wage 
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bargaining and wage-setting policies, immigration and integration policies, labour 
market mismatch and labour mobility. 

• Part 2 contains areas for product and capital market regulations: Competition 
policy framework, sector specific regulation, entrepreneurship and business 
environment, business dynamics – start-up conditions, financial markets and 
access to finance, market integration – openness to trade and investment. 

• Part 3 has to do with education and knowledge with three policy areas: R&D and 
innovation and ICT, education and lifelong learning. 

• Finally, part 4 relates to macroeconomic indicators with two policy areas: 
Orientation and sustainability of public finances and Macroeconomic background 
information. 

Part 1 uses data coming from the LAF Maquette updated up to May 2009. For parts 2, 3, 
and 4, a newer Maquette version is used; updated up to December 2009. 
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1 LABOUR MARKET 

1.1. Active labour market policies 

Active labour market policies (ALMPs) are government programs that intervene in the 
labour market to help the unemployed find work or encourage people remain in 
employment. There are three main categories of ALMP: 

• Public employment services, such as job centers and labour exchanges, help the 
unemployed improve their job search effort by disseminating information on 
vacancies 

• Training schemes, such as classes and apprenticeships, help the unemployed 
improve their vocational skills and hence increase their employability 

• Employment subsidies, either in the public or private sector, directly create jobs 
for the unemployed. 

ALMPs are important for a country’s labour market because they can increase 
employment and decrease the unemployment rate by improving the efficiency of the job 
matching process between labour supply (job seekers) and labour demand (job 
vacancies).  

1.1.1. Active LMP expenditure as percentage of GDP 

Description1: Expenditure on labour market policies (LMP) is limited to public 
interventions which are explicitly targeted at groups of persons with difficulties in the 
labour market: the unemployed, the employed at risk of involuntary job loss and inactive 
persons who would like to enter the labour market. 

Active LMP measures (categories 2-72), cover activation measures for the unemployed 
and other target groups, i.e. interventions that provide temporary support and aim at 
activating the unemployed in activities that broaden their skills or experience of work and 
therefore improve their chance of finding a regular job in the future. Measures can also 
aim at helping people moving from involuntary inactivity into employment or to 
maintaining the jobs of people threatened by unemployment. Categories 2-7 include the 

                                                 
1 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tps00076&plugin=1 
2 LMP interventions are classified by type of action into three broad types – services, measures and 
supports – and into 9 detailed categories. See more information on Eurostat metadata for LMP: 
http://epp.eurostat.ec.europa.eu/cache/ITY_SDDS/EN/lmp_esms.htm 
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categories of training, job rotation and job sharing, employment incentives, supported 
employment and rehabilitation, direct job creation, and start-up incentives.  

(+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs).  

 

No data available for Cyprus in the Maquette 

Alternative data values for Cyprus (% - percentage of GDP): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*        0.056 0.088 
EU15  0.8 0.7 0.7 0.7 0.6 0.5 0.5  
* Indicates Eurostat estimates 

Source: Labour Market Policies database, Eurostat3 

Comments on data: 

Based on Eurostat, Cyprus LMP measure expenditure was around 13.8 million euros, 
which is 0.088% of GDP, for 2007. These data values should be added in the Maquette. 

Time coverage: 2000-2006 

Geographical coverage: 26 Member States (MSs) (except Cyprus) 

                                                 
3 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tps00076&plugin=1 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 1: Active LMP expenditure as a % of GDP 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY N/A N/A N/A N/A   

CY* 0.1 -16 0.0 28 -- ++. 

EU15 0.5   -0.04    
St.dev. 0.3   0.03    
Notes: *Indicates our own score calculations using data from Eurostat  

Eurostat, May 2009 

Comments on score calculations:  

Score calculations are based on data received from Eurostat. The score on growth is 
based on 2006 and 2007 values.  

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlation with other indicators 

General comments 

Active LMP expenditure as a percentage of GDP is not calculated for Cyprus. However, 
Eurostat provides data for the years 2006 and 2007 which are not included in the 
Maquette. Using the data provided by Eurostat the score for Cyprus is below the EU15 
average. The performance in levels is evaluated as poor (double negative).  

It is worth noting that active expenditures in Cyprus as a percentage of GDP are low, 
because until recently Cyprus had no more than frictional unemployment. 
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1.1.2. Number of participants in LMP measures divided by the number of persons 
wanting to work 

Description: Measures the number of persons in LMP that participate in training, 
retraining, work experience or other employability measure (LMP categories 2-7) divided 
by the number of persons wanting to work4 (LFS unemployed plus labour reserve)- 
multiplied by a 100 (activation per 100 of persons wanting to work). 

Active LMP measures (categories 2-7), cover activation measures for the unemployed 
and other target groups, i.e. interventions that provide temporary support and aim at 
activating the unemployed in activities that broaden their skills or experience of work and 
therefore improve their chance of finding a regular job in the future. Measures can also 
aim at helping people moving from involuntary inactivity into employment or to 
maintaining the jobs of people threatened by unemployment. Categories 2-7 include the 
categories of training, job rotation and job sharing, employment incentives, supported 
employment and rehabilitation, direct job creation, and start-up incentives.  

 (+) A high value is desirable  

Indicator type: Policy indicator  

Indicator Source: EMCO 19.M.2 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs), EU Labour Force Survey (LFS) 

 

No data available for Cyprus in the Maquette 

Alternative data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*        4.4 11.2 

* Notes: Our own calculations based on Eurostat data 

                                                 
4 The population wanting to work is defined to be the sum of the unemployed (ILO definition – persons out of 
work, available for work and actively seeking work) and labour reserve (inactive persons who would like to 
work but are currently not actively seeking or available for work). 
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Comments on data: 

Data values for Cyprus are available for 2006 and 2007. Using Eurostat data (LFS 
statistics) we have calculated the 2006 and 2007 values for Cyprus, based on the data 
shown in Table 1.1.1.  

 Table 1.1.1: Data used for the calculations LMP participants per person wanting to work 

 

Sources: Labour market policy database plus EU LFS, Eurostat. 

Time coverage: 2004-2006 (The column for 2006 is missing for all countries!) 

Geographical coverage: 24 MSs (except Cyprus, Greece and Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: LMP participants per person wanting to work 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY N/A N/A N/A N/A   

CY* 11.2 -11 6.80 3 -- 0 

EU15 37.9  5.38    
St.dev. 25.2  4.83    
Notes: *Indicates our own score calculations using data from Eurostat for the years 2006, 2007. 

Eurostat, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

Data are not available for Cyprus in the Maquette. The Maquette needs to be updated 
with the latest data values. Data for Cyprus are available by Eurostat, for the years 2006 
and 2007, so a score for Cyprus can be calculated. 

                                                 
5 http://epp.eurostat.ec.europa.eu/portal/page/portal/labour_market/labour_market_policy/database 
6 http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database 

 2006 2007 

LMP participants (categories 2-7)5 1377* 3005* 

LFS unemployed6 17000 15400 
Labour Reserve 13700 11200 
* Inidcates Eurostat estimates 
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1.1.3. Active LMP expenditure per person wanting to work 

Description: Expenditure on active LMP (categories 2-7 in million euro) divided by the 
number of persons wanting to work (LFS unemployed plus labour reserve in 100s).  

Active LMP measures (categories 2-7), cover activation measures for the unemployed 
and other target groups, i.e. interventions that provide temporary support and aim at 
activating the unemployed in activities that broaden their skills or experience of work and 
therefore improve their chance of finding a regular job in the future. Measures can also 
aim at helping people moving from involuntary inactivity into employment or to 
maintaining the jobs of people threatened by unemployment. Categories 2-7 include the 
categories of training, job rotation and job sharing, employment incentives, supported 
employment and rehabilitation, direct job creation, and start-up incentives.  

 (+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs), EU LFS 

 

No data available for Cyprus in Maquette 

Corrected Data values for Cyprus (million € per 100 individuals): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*        0.0268 0.0517 

* Notes: Our own estimates based on Eurostat data. 

Table 1.1.2: Data used for the calculations of ALMP expenditure per person wanting to work 

 

Sources: EU LFS, Eurostat. 

                                                 
7 http://epp.eurostat.ec.europa.eu/portal/page/portal/labour_market/labour_market_policy/database 

 2006 2007 

Expenditure on ALMP (categories 2-7) 
(million euro)7 

0.822 13.752 

LFS unemployed 17000 15400 
Labour Reserve 13700 11200 
* Indicates Eurostat estimates 
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Time coverage: 2004-2006 

Geographical coverage: 25 MSs (except Cyprus and Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Active LMP expenditure per person wanting to work 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY N/A N/A N/A N/A   

CY* 0.1 -13 0.0 6 -- + 

EU15 2.0   -0.14    
St.dev. 1.5   0.29    
Notes: *Indicates our own score calculations using data from Eurostat for 2006, 2007 

Eurostat, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

Data for Cyprus are not included in the Maquette though available. By including the data 
we observe that Cyprus performs poorly in levels, but good in growth. The Maquette 
needs to be updated. 

1.1.4. Passive LMP expenditure as a percentage of GDP 

Description: Passive LMP expenditure (categories 8 and 9) as a percentage of GDP. 

Passive expenditures on LMP (categories 8 and 9) include support measures, which 
refer to interventions that provide financial assistance, directly or indirectly, to individuals 
for labour market reasons or which compensate individuals for disadvantage caused by 
labour market circumstance. More specifically, categories 8 and 9 include out-of work 
income maintenance and support, and early retirement. 

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs). 
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Data values for Cyprus (%-percentage of GDP) 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY        0.7  
EU15  1.3 1.2 1.3 1.4 1.4 1.4 1.3  

LAF Maquette, May 2009 

Time coverage: 2000-2006 

Geographical coverage: 27 MSs (only 2006 value for Cyprus and Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Passive LMP expenditure as a % of GDP 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 0.7 9 N/A  N/A + N/A 

EU15 1.3   0.00    
St.dev. 0.7   0.05    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlation with other indicators  

General comments 

Cyprus seems to have a fairly good (positive) performance in this indicator. 

1.1.5. Passive LMP expenditure per person wanting to work 

Description: Expenditure on Passive LMP (categories 8 and 9) divided by the number of 
persons wanting to work (LFS unemployed plus labour reserve). 

Passive expenditures on LMP (categories 8 and 9) include support measures, which 
refer to interventions that provide financial assistance, directly or indirectly, to individuals 
for labour market reasons or which compensate individuals for disadvantage caused by 
labour market circumstance. More specifically, categories 8 and 9 include out-of work 
income maintenance and support, and early retirement. 

(+) A high value is desirable   
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Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs), EU LFS 

Data values for Cyprus (€ per individual): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY        3.7  
EU15      5.19 4.99 4.69  

LAF Maquette, May 2009 

Time coverage: 2004-2006 

Geographical coverage: 26 MSs (except Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Passive LMP expenditure per person wanting to work 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth 
rate  

CY 3.7 3 N/A  N/A = N/A 

EU15 4.7   -0.25    
St.dev. 2.8   0.53    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlation with other indicators 

General comments 

The indicator “Passive LMP expenditure per person wanting to work” is evaluated as 
neutral in levels.   
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1.1.6. Employment service expenditure per person wanting to work 

Description: Expenditure on employment service (LMP category 1) divided by the 
number of persons wanting to work (LFS unemployed plus labour reserve).  

Expenditure on labour market policies is limited to public interventions which are 
explicitly targeted at groups of persons with difficulties in the labour market: the 
unemployed, the employed at risk of involuntary job loss and inactive persons who 
would like to enter the labour market. 

Category 1 or LMP services include costs of the public employment service (PES) 
together with any other publicly funded services for jobseekers  

(+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs), EU LFS. 

 

No data available for Cyprus in Maquette 

Alternative data values for Cyprus (million € per 100 individuals): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*        0.16374 0.25098 
EU15*        0.91364 0.96936 
EU15        0.8  

* Notes: Our own estimates based on Eurostat data. 

  

Comments on data: 

Using data from Eurostat (LFS statistics), presented in Table 1.1.3 following, we 
calculate the 2006 and 2007 values for Cyprus. Expenditure on employment service8 
(LMP category 1) is divided by the number of persons wanting to work9 (LFS 

                                                 
8 http://epp.eurostat.ec.europa.eu/portal/page/portal/labour_market/labour_market_policy/database 
9 This is calculated as in previous indicators 
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unemployed plus labour reserve) as it is determined in the indicator’s description. The 
calculations are not comparable with the computations in the Maquette. 

Table 1.1.3: Data used for the construction of the indicator “Employment service expenditure per 
person wanting to work” 

 CY 2006 CY 2007 EU15 2006 EU15 2007 
LMP expenditures € (category 1) 5027000 6676000 22782364000 23117765000 
LFS unemployed 17000 15400 14366300 13149500 
Labour Reserve 13700 11200 10569400 10699000 

Sources: EU LFS, Eurostat. LMP Expenditure data come from Ministries of Labour, Public Employment 
Services agencies and the national statistical offices of MSs.   

Time coverage: 2004-2006 

Geographical coverage: 25 MSs (except Cyprus and Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Employment service expenditure per person wanting to work 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY N/A N/A N/A  N/A N/A N/A 

CY* 0.3 -8 0.1 4   
EU15 0.8   0.03    
St.dev. 0.7   0.14    
*Indicates our own score calculations based on Eurostat data for 2006, 2007 

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant- correlated with other indicators 

General comments 

Data are not available for Cyprus in the Maquette. Data for 2006 and 2007 are available 
by Eurostat and should be added in the Maquette. Based on our own calculations for this 
indicator, Cyprus is below the EU15 average in levels and slightly above in growth.. 
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1.1.7. Proportion of the unemployed in education and training 

Description: Participation of the unemployed aged 24 to 65 participating in education and 
training (over the four weeks prior to the survey), as a percentage of the total 
unemployment population aged 24 - 65.  

(+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY     5.6 6.9 5.7 5.2 5.2 
EU15  8.0 7.7 7.7 8.4 8.5 9.2 9.4 9.8 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 25 MSs (except Estonia and Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Proportion of the unemployment in education and training 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 5.2 -6 -0.1 -9 - - 

EU15 9.8   0.26    
St.dev. 8.0   0.40    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned  
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General comments 

Cyprus is rated below the EU15 average in the proportion of the unemployed in 
education and training. As a result, Cyprus is evaluated fairly poor (negative) in terms of 
levels and growth. 

1.1.8. Proportion of the inactive in education and training 

Description: Participation of the inactive population aged 24 to 65 participating in 
education and training (over the four weeks prior to the survey), as a percentage of the 
total inactive population aged 24 - 65. 

(+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.30 2.20 2.10 3.10 4.80 2.70 3.90 6.20 
EU15  6.90 7.20 7.30 8.00 8.30 8.50 8.50 8.60 

LAF Maquette, May 2009 

Comments on data:  

The proportion of the inactive population in education and training rises sharply in 2004 
and falls in 2005. This is perhaps due to a small survey sample or due to changes in the 
survey questions. See comments on LLL indicators. From 2006 onwards the data are 
comparable among countries and there are no further methodological changes, so the 
enormous change from 2006 to 2007 is considered reliable. 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Proportion of the inactive in education and training 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 6.2 -3 0.7 14 = ++ 

EU15 8.6   0.24    
St.dev. 7.7   0.32    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

The proportion of the inactive in education and training is evaluated below the EU15 
average. Cyprus is evaluated as neutral in this area, but we observe an improvement so 
the growth rate is good (double positive).  

1.1.9. Long-term unemployment rate  

Description10: Total long-term unemployed population (12 months or more) as a 
proportion of total active population.  

Long-term unemployed persons are those aged at least 15 years not living in collective 
households who are without work within the next two weeks, are available to start work 
within the next two weeks and who are seeking work (have actively sought employment 
at some time during the previous four weeks or are not seeking a job because they have 
already found a job to start later).  

The total active population (labour force) is the total number of the employed and 
unemployed population. The duration of unemployment is defined as the duration of a 
search for a job or as the length of the period since the last job was held (if this period is 
shorter than the duration of the search for a job). 

(-) An algebraically low value is desirable   

Indicator type: Performance indicator 

                                                 
10 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsisc070 
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Indicator Source: EMCO, STRIND 

Data source: EU LFS Adjusted Series.  

Other data info: Different methods are used for the estimation of monthly unemployment 
rates and other quarterly or annual data. The data are calculated on a monthly basis. 
However, there is no legal basis regulating the production and dissemination of the 
monthly unemployment data, as the EU LFS is a quarterly survey. Eurostat is 
complementing this quarterly data with a monthly indicator from the LFS or from public 
employment offices' administrative registers delivered by MSs on the basis of a 
gentlemen's agreement. The results of the complementary calculations yield the 
harmonized monthly unemployment data (Euro-Indicator). Quarterly and annual 
averages (Structural Indicator) are calculated from these harmonized time series11. 

Data values for Cyprus (% total active population): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.2 0.8 0.8 1.0 1.2 1.2 0.9 0.7 
EU15 3.9 3.4 3.1 3.1 3.3 3.4 3.4 3.2 2.8 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 12: Long-term unemployment rate 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY 0.7 16 -0.1 -3 ++ = 

EU15 2.8   -0.14    
St.dev. 1.3   0.21    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

                                                 
11 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsisc070&plugin=1 
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General comments 

Cyprus long-term unemployment rate is low compared to the EU15 average. Long-term 
unemployment performance for Cyprus is good in levels (double positive) and neutral in 
growth.  

1.1.10. Youth unemployment ratio 

Description: Total unemployed young people (15-24 years) as a share of youth 
population (15-24). It is also an indirect indication of insufficient Active Labour Market 
Policies. 

(-) An algebraically low value is desirable   

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS12 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  4.1 3.40 3.20 3.70 4.90 5.90 4.10 4.20 
EU15  7.70 6.90 7.20 7.50 7.50 7.90 7.60 7.10 

LAF Maquette, May 2009 

Comments on data:  

In EU LFS, the sample population aged 15 to 24 years does not include students 
between 18 to 24 years of age who study abroad, as well as males aged 18-20 who are 
under obligatory military training. This might overestimate the unemployment rate of this 
age group. Nevertheless, this rate for Cyprus is considerably lower than the EU15 
average. 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

                                                 
12 http://nui.epp.eurostat.ec.europa.eu/nui/show.do 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Youth unemployment ratio 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.2 21 0.0 -3 ++ = 

EU15 7.1   -0.09    
St.dev. 1.4   0.38    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

Cyprus has among the lowest youth unemployment ratios in the EU. The performance of 
this indicator is evaluated as good (double positive) in levels and neutral in growth.  

Cyprus unemployment rates though are considerably lower than the EU15 average for 
all age groups. If we are interested in the unemployment rate of youth compared to the 
remaining age groups, it might be better to use an indicator for the difference or the ratio, 
among this indicator and the total unemployment rate. 

As a comparison, we provide below unemployment ratios of all age groups for Cyprus. 

Table 1.1.2: Unemployment rate by age groups 

 15-24 years 25-49 years 40-59 years 55-64 years 
2000 4.10 4.7 3.9 3.5 
2001 3.40 3.1 3.4 5.5 
2002 3.20 2.7 3 3.5 
2003 3.70 3.7 3.7 4.4 
2004 4.90 3.8 3.7 5.3 
2005 5.90 4.6 3.8 3.5 
2006 4.10 4.1 3.3 3.3 
2007 4.20 3.3 3 3.1 

Source: Eurostat 

 

Observing Table 1.1.2, the unemployment rate does not particularly differ among age 
groups. The rate is slightly increased for youth during the more recent years. 
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1.1.11. Low-skilled employment rate13 

Description: The indicator is calculated by dividing the number of employed people 
within the 15-64 age group having attained pre-primary, primary and lower secondary 
education (i.e., ISCED levels 0-2), by the total population of the same age group.  

(+) A high value is desirable   

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: EU LFS 

Other data info: The indicator covers the entire population living in private households 
excluding those in collective households such as boarding houses, halls of residence 
and hospitals.  

The data refers to the second quarter of each year, except France, Austria (1st quarter 
for all years) and Italy (4th quarter in 1992).  

Data values for Cyprus (rate): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 49.6 51.5 52.9 53.2 53.1 53.6 53 53.3 52.8 
EU15 51.0 51.7 50.7 50.8 51.0 50.6 51.0 51.5 51.9 

LAF Maquette, May 2009 

Comments on data: 

It seems obscure that employment for low-skilled is around the EU15 average (and 
slightly below for some years), while the unemployment rate of this group is half the EU 
average. This might reflect a higher percentage of inactive low-skilled in Cyprus. 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs (missing 1999 value for Bulgaria and Malta) 

                                                 
13 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdec430&plugin=1 
(There is a typo in the headline. The table seems to represent the 25-64 age group but the data correspond 
to the 15-64 group instead. To confirm this see: 
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdec430&plugin=1) 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 14: Low-skilled employment rate 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 52.8 1 0.4 4 = + 

EU15 51.9    0.11    
St.dev.   6.8    0.70    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

Cyprus performance in this indicator is evaluated as neutral in levels and fairly good in 
growth. 

1.1.12. Ratio active to passive LMP expenditure 

Description: Total active LMP expenditures (categories 2-7) divided by total passive LMP 
expenditures (categories 8-9).  

Active LMP measures (categories 2-7), cover activation measures for the unemployed 
and other target groups, i.e. interventions that provide temporary support and aim at 
activating the unemployed in activities that broaden their skills or experience of work and 
therefore improve their chance of finding a regular job in the future. Measures can also 
aim at helping people moving from involuntary inactivity into employment or to 
maintaining the jobs of people threatened by unemployment. Categories 2-7 include the 
categories of training, job rotation and job sharing, employment incentives, supported 
employment and rehabilitation, direct job creation, and start-up incentives.  

Passive expenditures on LMP (categories 8 and 9) include support measures, which 
refer to interventions that provide financial assistance, directly or indirectly, to individuals 
for labour market reasons or which compensate individuals for disadvantage caused by 
labour market circumstance.  

(+) A high value is desirable   

Indicator type: Policy indicator 
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Indicator Source: ECFIN 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs). 

Data values for Cyprus (Rate): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY        0.0  
CY*        0.085 0.18 
EU15  0.6 0.6 0.6 0.5 0.4 0.4 0.4  
* Indicates our own calculations for this indicator based on Eurostat data 

LAF Maquette, May 2009 

Comments on data:  

In the Maquette this indicator is calculated using indicators 1 and 4. For these indicators 
there are no data available for Cyprus; hence the indicator value is set at zero instead of 
"N/A". According to EU LFS data14 the true 2006 value for Cyprus is 0.085 (=0.056/0.7) 
instead of 0.0 that is the value in the Maquette. The 2007 value is 0.18 (=0.088/0.475).  

Time coverage: 2000-2006 

Geographical coverage:  27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 12: Ratio active to passive LMP expenditure 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 0.0 -20 N/A N/A  -- N/A 

CY* 0.2 -11 0.10 27 -- ++ 
EU15 0.4   -0.03    
St.dev. 0.2   0.05    
Note: * Indicates the corrected score based on the true value 

LAF Maquette, May 2009 

                                                 
14 http://nui.epp.eurostat.ec.europa.eu/nui/submitViewTableAction.do 
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Comments on score calculations: 

The corrected value changes the score on level and improves Cyprus score for this 
indicator. The score on growth is calculated using the years 2006 and 2007 for the 
calculating the change. 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned  

General comments 

The indicator is incorrectly set to zero because there are no data for Cyprus for 
indicators 1.1.1 and 1.1.4 in the Maquette. Using Eurostat data we estimate the 
performance of Cyprus in the ratio of active to passive LMP expenditure as poor (double 
negative) in levels, but good in growth.  

1.1.13. Regular activation in training 

Description: Number of participants in training (LMP category 2)15 divided by the number 
of persons wanting to work (i.e., LFS unemployed plus labour reserve).  

(+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: Eurostat, LMP database (Ministries of Labour, Public Employment Services 
agencies, national statistical offices of MSs), EU LFS. 

Time coverage: 2006 

Geographical coverage: 22 MSs (except Cyprus, Denmark, Greece, Italy, and Malta)   

Aggregation weight: 100% (narrow list indicator) 

 

No data available for Cyprus 

                                                 
15 http://nui.epp.eurostat.ec.europa.eu/nui/show.do 
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Alternative data values for Cyprus (% - percentage of GDP): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*         3.8 
EU15          
* Indicates data available by Eurostat 

Source: Labour Market Policies database, Eurostat16 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 13: Regular activation in training 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY N/A N/A N/A N/A   

CY*   3.8 -11 N/A N/A   

EU15 13.3      
St.dev.   8.3      
Notes: *Indicates our own score calculations using data from Eurostat for 2007  

Eurostat, May 2009 

General comments 

Active LMP expenditure as a percentage of GDP is not calculated for Cyprus. However, 
Eurostat provides data for the years 2006 and 2007 which are not included in the 
Maquette. Using the data provided by Eurostat the score for Cyprus is below the EU15 
average.  

 

                                                 
16 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tps00076&plugin=1 
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1.1. A. Indicator Evaluation for policy area “Active Labour Market Policies” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.1.3: Indicator Evaluation for policy area ALMPs 

Indicator  Weight No data available 
for Cyprus in the 
Maquette 

Incorrect/ 
inaccurate 
data for 
Cyprus 

Not 
representative/ 
useful 
indicator for 
Cyprus 

Insufficient 
description/ 
unclear 
computation 
procedure 

Inappropriate 
indicator for 
this policy area 

Possible 
improvements 
for the 
indicator 

Narrow List Indicators:         

2. Number of participants in 
LMP measures divided by the 
number of persons wanting to 
work 

0.17 

    

3. Active LMP expenditure per 
person wanting to work 

0.17 

No data for CY in the 
Maquette but data 

available by Eurostat 
for 2006, 2007 

  

Need to clarify in 
the definition: per 
100s of persons 
wanting to work 

  

9. Long-term unemployment 
rate 

0.17       

10. Youth unemployment ratio 0.17 

     

Use difference or 
ratio of this 

indicator and total 
unemployment 

rate 
11. Low-skilled employment rate 0.17       
13. Regular activation in training 0.17 No data for CY in the 

Maquette but data 
available by Eurostat 

for 2006,2007 

     

Wider List Indicators:        

1. Active LMP expenditure  as  No data for CY in the      
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% of GDP Maquette but data 
available by Eurostat 

4. Passive LMP expenditure 
as% of GDP 

       

5. Passive LMP expenditure per 
person wanting to work 

      

6. Employment service 
expenditure per person wanting 
to work 

 No data for CY in the 
Maquette but data 

available by Eurostat 
for 2006, 2007 

  

Need to clarify in 
the definition: per 
100s of persons 
wanting to work 

  

7. Proportion of the unemployed 
in education and training 

       

8. Proportion of the inactive in 
education and training 

       

12. Ratio active to passive LMP 
expenditure 

 

 

Incorrectly set to 
zero, because of 
no data available 
for indicators 1 

and 4 
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1.1. B. Aggregate Scores on Active Labour Market Policies 

To calculate the aggregate score both in levels and changes, we calculate the weighted average of the indicators included in the 
narrow list given the aggregation weights specified. 

Table 1.1.4: Active Labour Market Policies – Aggregate scores on levels 

Indicators 

Number of 
participants in 

LMP measures 
per persons 

wanting to work 

Active LMP 
expenditure 
per person 
wanting to 

work 

Long-term 
unemployment 

rate 

Youth 
unemployment 

ratio 

Low-skilled 
employment 
rate - 15-64 
age group 

Regular 
activation 

in 
training 

Passive LMP 
expenditure 
per person 
wanting to 

work 

Employment 
service 

expenditure 
per person 
wanting to 

work 

Aggregate 
score 

Indicator 
type policy policy performance performance performance policy   

 
Weights 0.17 0.17 0.17 0.17 0.17 0.17    
CY N/A N/A 15.69 20.84 1.33 N/A   12.6 
Weights* 0.17 0.17 0.17 0.17 0.17 0.17    
CY* -10.56 -13.06 15.69 20.84 1.33 -11.40   0.5 
Weights** 0.22 0.22 0.11 0.11 0.11 0 0.11 0.11  
Cy** -10.56 -13.06 15.69 20.84 1.33 -11.40 3.44 -8.49 -1.6 
EU15 37.9 2.0 2.8 7.1 51.9 13.3    
std-dev 25.2 1.5 1.3 1.4 6.8 8.3    
EU15-EU27 2.8 0.1 -0.1 0.2 3.2 1.2    
EU15-Five 
best -26.5 -3.0 -2.0 -1.2 -8.0 -6.9 

  
 

EU15-EU5 -2.3 -2.4 1.6 2.3 -5.6 -2.5    

LAF Maquette, May 2009 

The aggregate score is 12.6 for Cyprus. However, since only three (performance) indicators are included, the coverage of the area is 
considered insufficient for Cyprus. All of the indicators regarding expenditure are not available for Cyprus but there are data available 
by Eurostat, the missing values should be replaced. Providing some rough calculations for the missing scores, the aggregate score 
becomes 0.5, denoted by CY*. 
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An alternative aggregate score of this area could include indicators 3, 5, 6 to cover all types of expenditure per person wanting to 
work, with weights 100%, 50%, 50% respectively and indicator 2 with weights 100%, to cover participation in LMP. Expenditure in 
training is included in indicator 3, so indicator 13 is dropped. Finally, we could include indicators 9, 10 and 11, with weights 50% 
each, to measure the efficiency of the measures or the importance of the area. We denote this aggregate score as CY**. Active LMP 
expenditures in Cyprus are low, because until recently Cyprus had no more than frictional unemployment. Hence, low LMP 
expenditures are not bad, as long as the unemployment rate is relatively low. 

As indicated in Table 1.1.5, in terms of growth, the aggregate score is -1. By adding the missing values for the expenditure indicators, 
the score becomes 1 (CY*) and the alternative weight allocation proposed above gives a score of 2 (CY**). 

Table 1.1.5: Active Labour Market Policies – Aggregate scores on growth rate  
Indicators Number of 

participants in 
LMP measures 

per person 
wanting to 

work  

Active LMP 
expenditure 
per person 
wanting to 

work  

Long-term 
unemployment 

rate  

Youth 
unemployment 

ratio  

Employment 
rate - 15-64 
age group  

Regular 
activation in 

training  
Passive LMP 
expenditure 
per person 
wanting to 
work 

Employment 
service 

expenditure 
per person 
wanting to 

work 

Aggregate 
score 

Indicator type policy policy performance performance performance policy    
Weights 0.17 0.17 0.17 0.17 0.17 0.17    
CY N/A N/A -3.12 -2.60 4.08 N/A   -1 
Weights* 0.17 0.17 0.17 0.17 0.17 0.17    
CY* 2.948 5.94 -3.12 -2.60 4.08 N/A   1 
Weights** 0.22 0.22 0.11 0.11 0.11 0 0.11 0.11  
CY** 2.948 5.94 -3.12 -2.60 4.08 N/A N/A N/A 2 
EU15 5.4 -0.1 -0.1 -0.1 0.1 N/A    
std-dev 4.8 0.3 0.2 0.4 0.7 N/A    
Gap EU15-EU27 4.4 0.0 0.0 0.0 0.3 N/A    
Gap EU15-Five 
best 2.0 -0.3 -0.2 -0.4 -0.6 N/A 

  
 

Gap EU15-EU5 5.6 0.2 -0.1 -0.2 -0.3 N/A    

LAF Maquette, May 2009 

 



P a g e  | 29 
 

1.1. C. General evaluation of the policy area 

Unemployment rates in Cyprus are relatively low. The aggregate score for ALMP’s is 
12.6 in levels and -1 in growth. Expenditures on ALMPs have been relatively low 
because, until recently, Cyprus had no more than frictional unemployment. The Cyprus 
Human Resource Development Authority (HRDA) has been offering various training 
schemes to help increase individual skills and increase employment (see Appendix A1 
for more details). During 2007, HRDA spent over CYP 8,000 000 (€4,700 000) on 
training programmes which is roughly 0.1% of GDP.  
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1.2. Making work pay: interplay of tax and benefit system 

The role of making work pay policies is to attract more people in the labour market and 
to make the underlying incentive structure in the tax and benefit systems supportive to 
employment. To reach this, tax and benefit systems should be adopted accordingly so 
that they reduce benefit dependency and provide effective incentives to take up jobs and 
remain in work. 

The scope of making work-pay policies is not limited to reducing unemployment but 
extends also to raising participation in the labour market and addressing disincentives to 
work short hours. 

1.2.1. Unemployment benefit duration, months (median of the min-max range) 

Description: It represents the median of the minimum–maximum range of the distribution 
of unemployment benefits duration. 

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: OECD (Organization for Economic Co-operation and Development), 
MISSOC (Mutual Information System of Social Protection)  

Data source: European Commission MISSOC and OECD Tax and Benefit Database 

Data values for Cyprus (months): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY      6    
EU15          

LAF Maquette, May 2009 

Time coverage: 2004 

Geographical coverage: 25 MSs (except Bulgaria and Romania)  
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 1:  
Unemployment benefit duration (median of the min-max range) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 6 10 N/A N/A + N/A 

EU15 16.5  N/A    
St.dev. 10.2  N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Limited time coverage 

General comments 

The maximum duration for the unemployment benefit in Cyprus, is set by law at 156 
working days, which is approximately 6 months. (See more information in Appendix A2). 
This is the lowest benefit duration in the EU, while the maximum is 50 months (for 
Belgium). Therefore, the performance of this indicator is evaluated as fairly good for 
Cyprus. 

1.2.2. Unemployment benefit duration, months (max range) 

Description: It is defined as the maximum range of the distribution of unemployment 
benefit duration 

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: OECD, MISSOC 

Data source: European Commission MISSOC and OECD Tax and Benefit Database 

Data values for Cyprus (months): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY      6    
EU15          

LAF Maquette, May 2009 
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Time coverage: 2004 

Geographical coverage: 25 MSs (except Bulgaria and Romania)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 2:  
Unemployment benefit duration (max range) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 6 13 N/A N/A ++ N/A 

EU15 26.1  N/A    
St.dev. 15.5  N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Limited time coverage  

General comments 

The maximum duration for the unemployment benefit in Cyprus, is set by law at 156 
working days, which is approximately 6 months. This is the lowest benefit duration in the 
EU, while the maximum is 60 months (for the Netherlands). Therefore, the performance 
of this indicator is evaluated as good for Cyprus. 

1.2.3. Average unemployment benefit duration (years) 

Description: It represents the average unemployment benefit duration (across income 
classes and family types). Note that unemployment benefits include all forms of cash 
benefit to compensate for unemployment, except early retirement. In addition to 
unemployment insurance and assistance, this covers: 

I. publicly funded redundancy payments 

II. compensation to workers whose employers go bankrupt 

III. special support of various groups such as construction workers laid off during 
bad weather 

(-) An algebraically low value is desirable   



P a g e  | 33 
 

Indicator type: Policy indicator 

Indicator Source: OECD 

Data source: OECD Tax and Benefit Database 

Time coverage: 2003 

Geographical coverage: 13 MSs 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Limited geographical and time coverage 

No data available for Cyprus 

1.2.4. Job availability requirement index 

Description: It is defined as the weighted average of different aspects of both availability 
and possible sanctions in case of non-compliance. It takes values between 1 and 5, 
increasing with the strictness of availability requirements. It accounts for the following 
categories: 

I. demands on job search activity 

II. availability during ALMP 

III. occupational mobility 

IV. geographical mobility 

V. extent of valid reasons for refusal of job offers 

VI. benefit sanctions in case of self-induced resignation 

VII. benefit sanctions in case of refusals without valid reasons 

VIII. benefit sanctions in case of repeated refusals 

(+) A high value is desirable   

Indicator type: Policy indicator 

Indicator Source: Søren Hasselpflug, "Availability criteria in 25 countries", Danish 
Finance Ministry Working Paper n°12/2005) 
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Data source: This indicator is based on a questionnaire send by the Ministry of Finance 
in Denmark to the present EU countries, the new EU countries and a few additional 
selected OECD countries in the winter of 2003/2004 

Other data info: Not full coverage of EU MS, only two observations over time. 

Time coverage: 2004 

Geographical coverage: 20 MSs (except Bulgaria, Cyprus, Hungary, Ireland, 
Luxembourg, Poland and Romania)  

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical- Limited time coverage 

No data available for Cyprus 

1.2.5. Unemployment trap17 (low wage-earner) 

Description: The indicator measures the marginal effective tax rate (METR) 18 for an 
unemployed person, who is a low wage earner when returning to work.  It is calculated 
as one minus the ratio of  change in net income (net in-work income minus net out–of-
work income) and change in gross income, for a single person moving from 
unemployment to a job with a wage level equal to 67% of the APW.19 The indicator 
measures what part of the change in earnings is "taxed away" through higher tax, social 
security contributions (SSC) and, the withdrawal of unemployment and other benefits 
when an unemployed person returns to employment. 

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: EMCO (Employment Committee), Structural Indicators (STRIND), 
ECFIN (Economic and Financial Affairs) /OECD 

                                                 
17 Unemployment trap is defined as the situation where the level of the unemployment benefit is high relative 
to earnings and, its duration long, which discourages or delays the job search, since the benefit will be 
withdrawn when the unemployed person finds a job. 
18 “The marginal effective tax rates indicators (METRs) are more specific quantitative indicators of progress 
towards removing financial disincentives to work, since they provide information on how financially 
rewarding is for an employee to increase working hours or for an unemployed/inactive person to take up 
employment. Caveats: METR differ across income classes and family types.” 
19 APW stands for “Average Productive Worker” and is defined as the average income of a skilled full-time 
worker in manufacturing.   
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Data source: STRIND/ Benefits and Wages: OECD Indicators 

Data info: Data are estimated on the basis of a widely acknowledged model developed 
by the OECD20 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   52.9 54.8 53.69 56.62 62 62 61 
EU15   74.02 73.52 74.11 74.3 75.19 75.49 74.64 

LAF Maquette, May 2009 

Comments on data: 

It is not clear how this indicator is calculated. The unemployment benefit for a person 
with no dependents was around 340 euro per month plus 50% of the earnings above the 
basic earnings for 2007. In 2007, the SSC rate was 6.3% for employees and 11.6% for 
the self-employed. There is no income tax for annual incomes below 18,470 euro, which 
implies no income tax for people with less than €1.420 monthly income. Assuming that a 
low-paid individual (defined as 67% of APW- we do not know what  this number is for 
Cyprus) is below this monthly rate, then the tax rate for this individual should be zero 
(see Appendix). Therefore, the unemployment trap indicator should capture only the 
SSC as a percentage of the change in gross income. This should be much less than 61 
percent. 

Our calculations, based on the description provided, are as follows: 
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The change in income which is taxed away (income tax and SSC) over the change in 
gross income, when someone unemployed moves to employment, is estimated as 25% 
for someone with a gross monthly salary of 700 euro, 19% for 1.000 euro and 17% for 
1.400 euro. For income less than approximately 1.400 per month, there is no income 
tax; hence the Unemployment Trap captures only SSC. More specifically, the above 

                                                 
20 http://www.oecd.org/els/social/workincentives 
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estimations result if we estimate Benefit as 340+0,5*(Gross-340), social=0,063 and 
tax=0. For higher incomes, income tax applies as well. Since these numbers do not 
coincide with those in the Maquette, the description provided for this indicator is unclear 
and we cannot comment on it.  

Time coverage: 2001-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: 
 Unemployment trap (low wage-earner) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 61.0 24 1.4 -15 ++ -- 

EU15 74.6   0.10    
St.dev. 5.7   0.84    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The unemployment trap indicator for a low wage earner is estimated to be much lower 
for Cyprus, compared to the EU15 average. Since high levels for this indicator mean bad 
performance for a country, the unemployment trap indicator for Cyprus has a good 
performance (double positive) in terms of levels. The equivalent performance in growth, 
however, seems poor (double negative). 

Given the uncertainty expressed above as to how the formulae were used to establish 
the numbers in the Maquette, we are not in a position to comment on the results stated. 
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1.2.6. Unemployment trap (average wage earner) 

Description: The indicator measures the marginal effective tax rate for an unemployed 
person, who is an average wage earner when returning to work. It is calculated as one 
minus the ratio of change in net income (net in work income minus net out of work 
income) and change in gross income for a single person moving from unemployment to 
a job with a wage level of 100% of the APW. The indicator measures what part of the 
change in earnings is "taxed away" through higher tax, SSC and the withdrawal of 
unemployment and other benefits when an unemployed person returns to employment.  

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data info: Data are estimated on the basis of a widely acknowledged model developed 
by the OECD21 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       61.67 62.24 61.97 
EU15          

LAF Maquette, May 2009 

Comments of data:  

- Data values for Cyprus are not available for the years 2001-2004, possibly 
because Cyprus was neither an EU member nor an OECD member for that 
period. These numbers are available though for the unemployment trap indicator 
low-wage earner, which seems contradictory. 

- It is worth mentioning that these numbers are very close, almost identical, to the 
low-wage earner unemployment trap. This indicates that the income tax rates for 
individuals with income 67% and 100% of the APW for Cyprus fall under the 
same tax rate category. 

                                                 
21 http://www.oecd.org/els/social/workincentives 
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- The calculations for this indicator are not clear. See comments on unemployment 
trap for low-wage earners. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6:  
Unemployment trap (average wage earner) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY 62.0 9 0.1 -3 + = 

EU15 69.4   -0.20    
St.dev. 8.5   1.17    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The unemployment trap indicator for an average wage earner is estimated to be lower 
for Cyprus, compared to the EU15 average. Since high levels for this indicator mean bad 
performance for a country, the unemployment trap indicator for Cyprus has a fairly good 
performance (positive) in terms of levels. The equivalent performance in growth, 
however, seems to be fairly poor (negative). 

Given the uncertainty expressed above as to how the formulae were used to establish 
the numbers in the Maquette, we are not in a position to comment on the results stated. 
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1.2.7. Inactivity trap22 (low wage-earner) 

Description: It measures the marginal effective tax rate for a single person moving from 
inactivity to work, at a low wage level. It is calculated as one minus the ratio of change in 
net income (net in-work income minus net out-of-work income) and change in gross 
income for a single person moving from social assistance to work, at a wage level equal 
to 67% of AW. The indicator measures what part of the change in earnings is "taxed 
away" through higher tax, SSC and the withdrawal of benefits when an inactive person 
returns to employment.  

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       55.56 56.66 55.71 
EU15          

LAF Maquette, May 2009 

Comments of data:  

- Data values for Cyprus are not available for the years 2001-2004, possibly 
because Cyprus was neither an EU member nor an OECD member during that 
period.  

- It is unclear how this indicator is calculated. The 2007 social assistance benefit 
for someone with no dependents was set at 362 euro per month. The Social 
Security contribution rate was 6.3% on earnings in 2007, while there was no 
income tax for individuals with annual income less than 18,470 euro.  

According to some rough calculations, the change in income which is taxed away 
(income tax and SSC) over the change in gross income, when someone inactive moves 
to employment, is 13% for someone with a monthly salary of 700 euro, 9.8% for 1000 

                                                 
22 The inactivity trap arises when the level of benefits for the inactive is very high, which reduces the 
economic incentives to participate in the labour force, since the benefit will be withdrawn when an inactive 
individual accepts a job. 
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euro and 8.4% for 1400 euro (we follow the same approach as described for the 
calculations of the unemployment trap- indicator 5). Since these numbers do not 
coincide with those in the Maquette, the description provided for this indicator is unclear 
and we cannot comment on it. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7:  

Inactivity trap (low wage-earner) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY 55.7 -1 0.1 -4 = = 

EU15 54.4   -0.45    
St.dev. 19.0   1.29    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The inactivity trap indicator for a low-wage earner is estimated to be around the EU15 
average, both in levels and changes, which results in a neutral performance.  

Given the uncertainty expressed above as to how the formulae were used to establish 
the numbers in the Maquette, we are not in a position to comment on the results stated. 
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1.2.8. Inactivity trap23 (average wage earner) 

Description: It measures the marginal effective tax rate for a single person moving from 
inactivity to work, at an average wage level. It is calculated as one minus the ratio of the 
change in net income (net in-work income minus net out-of-work income) and change in 
gross income for a single person moving from social assistance to work, at a wage level 
equal to 100% of AW. The indicator measures what part of the change in earnings is 
"taxed away" through higher tax, SSC and the withdrawal of benefits when an inactive 
person returns to employment.  

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       41.17 42.48 41.62 
EU15          

LAF Maquette, May 2009 

Comments of data:  

- Data values for Cyprus are not available for the years 2001-2004, possibly 
because Cyprus was neither an EU member nor an OECD member during that 
period. 

- The calculation of this indicator is unclear (see comments on inactivity trap low 
wage earner). 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs 

                                                 
23 The inactivity trap arises when the level of benefits for the inactive is very high, which reduces the 
economic incentives to participate in the labour force, since the benefit will be withdrawn when an inactive 
individual accepts a job. 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 8:  
Inactivity trap (average wage earner) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 41.6 6 0.2 -6 + - 

EU15 49.6   -0.32    
St.dev. 14.2   0.99    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

Given the uncertainty expressed as to how the formulae were used to establish the 
numbers in the Maquette, we are not in a position to comment on the results stated. 

The inactivity trap for average wage earners is less of a problem compared to the low 
wage earners (42 average earner vs. 56 low earner), which seems reasonable. 

The score for the inactivity trap indicator, for an average wage earner, is estimated to be 
above the EU15 average in levels, hence evaluated as fairly good. On the other hand 
the score is below the EU15 average in changes, which results in a fairly poor 
performance. 

1.2.9. Net Replacement Rates for unemployed persons (67% AW, single person) 

Description: It represents the ratio of a single person's unemployment benefits after 2 
months unemployed (net income when not working), over the 67% average worker 
salary (net income at work). A lower replacement rate is associated with a greater 
incentive to return to work. 

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 
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Data source: OECD, Tax-Benefit models24 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       59 59 59 
EU15          

LAF Maquette, May 2009 

Comments on data: 

The unemployment basic benefit for a single person in 2007 is defined as 60% of the 

basic earnings plus 50% of the earnings above the basic earnings. Therefore these 

numbers seem reasonable for a low-paid single person. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 9:  
Net Replacement Rates for unemployed persons (67% AW, single person) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY 59.0 8 0.00 2 + = 

EU15 65.8   0.19    
St.dev. 8.2   0.97    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

The performance of Net Replacement Rates for unemployed persons (67% AW, single 
person) in Cyprus is evaluated as fairly good for the period 2005-2007. In terms of 
growth, the score is around the EU15 average, hence evaluated as neutral. 

                                                 
24 http://www.oecd.org/dataoecd/52/8/42625548.xls 
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1.2.10. Net Replacement Rates for unemployed persons (100% AW, single person, 
after 7 months) 

Description: It represents the ratio of a single person's unemployment benefits after 7 
months unemployed (net income when not working), over the 100% average worker 
salary (net income at work). A lower replacement rate is associated with a greater 
incentive to return to work. 

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: OECD, Tax-Benefit models25 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       36 37 36 
EU15          

LAF Maquette, May 2009 

Comments on data: 

The unemployment benefit for Cyprus has a maximum duration of 6 months. Therefore 
the replacement rate after 6 months unemployed should be zero26. Under some 
circumstances, individual entitlement to six months of benefits is delayed. This may 
result in an average replacement rate greater than zero. However, a positive 
replacement rate for the long-term unemployed is not possible. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except of Bulgaria and Romania) 

                                                 
25 http://www.oecd.org/dataoecd/52/8/42625548.xls 
26 According to information from the Social Insurance Services, no one is entitled for unemployment benefit, 
after the first 6 months. See more information in Appendix. 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 10:  
Net Replacement Rates for unemployed persons (100% AW, single person, after 7 months) 
 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 36.0 21 0.0 0 ++ = 

EU15 56.8   0.09    
St.dev. 10.0   3.98    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

The performance of Net Replacement Rates for unemployed persons (100% AW, single 
person) in Cyprus is evaluated as good for the period 2005-2007. In terms of growth, the 
score is around the EU15 average, hence evaluated as neutral. 

1.2.11. Average unemployment benefit replacement rate 

Description: It represents the ratio of an individual’s (or a given population’s) average 
unemployment benefit in a given time period over the (average) income in a given time 
period.    

(-) An algebraically low value is desirable   

Indicator type: Policy indicator 

Indicator Source: OECD 

Data source: OECD, Tax-Benefit models 

Time coverage: 2003 

Geographical coverage: 13 MSs  

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Limited geographical and time coverage 
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No data available for Cyprus  

1.2.12. Long-term unemployment rate  

Description27: Total long-term unemployed population (12 months or more) as a 
proportion of the total active population.  

Long-term unemployed persons are those aged at least 15 years, not living in collective 
households, who are without work within the next two weeks, are available to start work 
within the next two weeks, and who are seeking work (have actively sought employment 
at some time during the previous four weeks or are not seeking a job because they have 
already found a job to start later).  

The total active population (labour force) is the total number of the employed and 
unemployed population. The duration of unemployment is defined as the duration of 
search for a job or as the length of the period since the last job was held (if this period is 
shorter than the duration of the search for a job). 

(-) An algebraically low value is desirable   

Indicator type: Performance indicator 

Indicator Source: EMCO, STRIND 

Data source: EU LFS Adjusted Series.  

Other data information: Different methods are used for the estimation of monthly 
unemployment rates and other quarterly or annual data. The data are calculated on a 
monthly basis. However, there is no legal basis regulating the production and 
dissemination of the monthly unemployment data as the EU LFS is a quarterly survey. 
Eurostat is complementing this quarterly data with a monthly indicator from the LFS or 
from public employment offices' administrative registers - delivered by the MSs on the 
basis of a gentlemen's agreement. The results of the complementary calculations yield 
the harmonized monthly unemployment data (Euro-Indicator). Quarterly and annual 
averages (Structural Indicator) are calculated from these harmonized time series28. 

                                                 
27 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsisc070 
28 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsisc070&plugin=1 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.2 0.8 0.8 1.0 1.2 1.2 0.9 0.7 
EU15 3.9 3.4 3.1 3.1 3.3 3.4 3.4 3.2 2.8 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs (missing 1999 value for Bulgaria, Cyprus and Malta)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 12:  
Long-term unemployment rate 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 0.7 16 -0.1 -3 ++ = 

EU15 2.8   -0.14    
St.dev. 1.3   0.21    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The long-term unemployment rate for Cyprus is low compared to the EU15 average. 
Long-term unemployment performance for Cyprus is good in levels (double positive) and 
neutral in growth.  

1.2.13. Low-skilled unemployment rate  

Description: It measures the number of unemployed persons with pre-primary, primary 
and lower secondary education (i.e., ISCED levels 0-2) as a percentage of the total 15-
64 age population of the same skill group.  

It represents the unemployment rate of the low-skilled workers (i.e., workers with at most 
lower secondary education). 

(-) An algebraically low value is desirable   

Indicator type: Performance indicator 
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Indicator Source: EUROSTAT29 

Data source: EU LFS.  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  6.6 5.4 4.1 5.2 6.6 6.3 5.1 5.1 
EU15 12.70 11.60 10.10 10.50 10.90 11.30 11.40 11.10 10.50 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs (missing 1999 value for Bulgaria, Cyprus and Malta)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 13: Low-skilled unemployment rate 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth rate  

CY 5.1 15 -0.2 -1 ++ = 

EU15 10.5   -0.28    
St.dev. 3.7   0.44    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

Cyprus has the lowest unemployment rates among the low-skilled. Thus, the 
performance of Cyprus in this indicator is evaluated as good (double positive) in levels 
and neutral in growth. 

The unemployment rate in Cyprus is considerably lower than the EU15 average for all 
groups. If we are interested in the unemployment rate of the low-skilled compared to the 
remaining groups, it might be better to use an indicator for the difference or the ratio, 
among this indicator and the total unemployment rate. 

                                                 
29 http://nui.epp.eurostat.ec.europa.eu/nui/show.do?dataset=lfsq_urgaed&lang=en 
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As a comparison, we provide below the unemployment rates for other education levels 
for Cyprus. The numbers indicate that low-skilled unemployment is always higher 
compared to the remaining groups. 

Table 1.2.1: Unemployment rate by education level 

 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Tertiary education 

CY 2.9 2.8 2.4 3.8 3.1 4.5 4.4 3.4 3.0 
EU15 4.9 4.2 4.6 4.9 5.1 5.0 4.6 4.1 4.0 

Upper secondary and post-secondary non-tertiary education 
CY 5.5 3.9 3.7 3.9 3.8 5.6 4.6 4.0 3.7 

EU15 7.9 7.0 7.4 7.8 8.1 8.0 7.5 6.7 6.5 
Primary education 

CY 6.6 5.4 4.1 5.2 6.6 6.3 5.1 5.1 5.2 
EU15 11.6 10.1 10.5 10.9 11.3 11.4 11.1 10.5 11.4 

Source: Eurostat, http://nui.epp.eurostat.ec.europa.eu/nui/setupModifyTableLayout.do 

1.2.14. Low-skilled employment rate 

Description: The indicator is calculated by dividing the number of employed people 
within the 15-64 age group having attained pre-primary, primary and lower secondary 
education (i.e., ISCED levels 0-2) by the total population of the same age group.  

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: EU LFS30 

Other data info: The indicator covers the entire population living in private households 
excluding those in collective households such as boarding houses, halls of residence 
and hospitals.  

The data refers to the second quarter of each year, except France, Austria (1st quarter 
for all years) and Italy (4th quarter in 1992).  

                                                 
30 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdec430&plugin=1 
(There is a typo in the headline. The table seems to represent the 25-64 age group but the data correspond 
to the 15-64 group instead. To confirm this see: 
http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsdec430&plugin=1) 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 49.6 51.5 52.9 53.2 53.1 53.6 53 53.3 52.8 
EU15 51.00 51.70 50.70 50.80 51.00 50.60 51.00 51.50 51.90 

LAF Maquette, May 2009 

Comments on data: 

It seems suprising that employment for the low-skilled is around the EU15 average (and 
slightly below for some years) while the unemployment rate of this group is half that of 
the EU average. This might reflect a higher percentage of inactive low-skilled in Cyprus. 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs (missing 1999 value for Bulgaria and Malta 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 14: Low-skilled employment rate 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 52.8 1 0.4 4 = + 

EU15 51.9   0.11    
St.dev. 6.8   0.70    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

The performance of Cyprus in this indicator is evaluated as neutral in levels and fairly 
good in growth. 
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1.2.15. Labour Reserve 

Description: It represents the inactive persons wanting to work as a percentage of the 
working age population 15-64. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       3.49 3.49 2.36 
EU15       5.13 5.13 5.02 

LAF Maquette, May 2009 

Time coverage: 2005-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 15: Labour Reserve 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 2.4 11 -0.6 12 ++ ++ 

EU15 5.0   -0.05    
St.dev. 2.5   0.43    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The performance of the Labour reserve indicator in Cyprus is evaluated as good (double 
positive) in both levels and changes. 
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1.2.16. Net Replacement Rates for unemployed persons (100% AW, single person, 
after 13 months) 

Description: The ratio of a single person’s unemployment benefits after 13 months of 
unemployment, to the salary of the average worker. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: OECD, Tax-Benefit models31 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       36 37 36 
EU15          

LAF Maquette, May 2009 

Comments on data: 

The unemployment benefit after 13 months should be zero for Cyprus, since no one is 
entitled to a benefit after the first 6 months. Under some circumstances, individual 
entitlement to six months of benefits is delayed. This may result in an average 
replacement rate greater than zero. However, a positive replacement rate for the long-
term unemployed is not possible (same comments apply as for indicator 1.2.10). 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

                                                 
31 http://www.oecd.org/dataoecd/51/54/42625704.xls 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 16:  
Net Replacement Rates for unemployed persons (100% AW, single person, after 13 months) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 36.0 4 0.0 -12 + -- 

EU15 45.0   -1.67    
St.dev. 21.5   1.35    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – Correlated with relevant GDP 
components 

General comments 

The net replacement rate in Cyprus after 13 months of unemployment is evaluated as 
fairly good (positive). In terms of growth, the score is negative but this is not important 
since Cyprus is evaluated based on only 3 years where the level was kept constant and 
much below the EU average.  

 The net replacement rate in Cyprus after 13 months should be zero. Hence, there might 
be a mistake in the calculations for Cyprus. 

1.2.17. Unemployment trap (low wage-earner, 1 earner couple with 2 children) 

Description: It is defined as the marginal effective tax rate for an earner couple with two 
children moving from unemployment to work at a low-wage level. Calculated as one 
minus the ratio of the change in net income (net in-work income minus net out-of-work 
income) and change in gross income for a one-earner couple with two children moving 
from unemployment to a job with a wage level of 67% of the APW.  

The indicator measures what part of the change in earnings is "taxed away" through 
higher tax, SSC, and the withdrawal of benefits when an unemployed person returns to 
employment. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 
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Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       82.46 82.45 82.04 
EU15          

LAF Maquette, May 2009 

Comments on data: 

- The unemployment trap levels are very high for one-earner couple with two 
children. The basic unemployment benefit was 340 euro, with 57 euro added for 
the first dependent and 113 euro for each child. Therefore, the total 
unemployment benefit for this category is 623 euro plus 50% of the income 
above the basic earnings. 

- It is not clear how the indicator is calculated.  See comments for indicator 1.2.5. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 17:  
Unemployment trap (low wage-earner, 1 earner couple with 2 children) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 82.0 -6 -0.2 0 - = 

EU15 76.0   -0.27    
St.dev. 10.3   1.48    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 
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General comments 

 The performance of Cyprus in this indicator seems poor (negative) in levels and neutral 
in growth. Given the uncertainty, as to how the formulae were used to establish the 
numbers in the Maquette, we are not in a position to comment on the results stated. 

1.2.18. Unemployment trap (average wage-earner, 1 earner couple with 2 children) 

Description: It is defined as the marginal effective tax rate for one-earner couple with two 
children, moving from unemployment to work at an average wage level.  

Calculated as one minus the ratio of change in net income (net in-work income minus 
net out-of-work income) and change in gross income for a one-earner couple with two 
children moving from unemployment to a job with a wage level of 100% of the APW. 

The indicator measures what part of the change in earnings is "taxed away" through 
higher tax, SSC, and the withdrawal of benefits when an inactive person returns to 
employment.  

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       75.69 76.26 75.76 
EU15          

LAF Maquette, May 2009 

Comments on data: 

- The unemployment trap levels are very high for a one-earner couple with two 
children. The basic unemployment benefit was 340 euro, with 57 euro added for 
the first dependent and 113 euro for each additional child. Therefore, the total 
unemployment benefit for this category is 623 euro plus 50% of the income 
above the basic earnings. 
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- It is not clear how the indicator is calculated.  See comments for indicator 1.2.5. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 18:  
Unemployment trap (average wage-earner, 1 earner couple with 2 children) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 75.8 -3 0.0 -2 = = 

EU15 73.5   -0.18    
St.dev. 7.2   1.22    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

According to the data available, the performance of Cyprus in this indicator is evaluated 
as neutral both in terms of levels and changes. Given the uncertainty, as to how the 
formulae were used to establish the numbers in the Maquette, we are not in a position to 
comment on the results stated. 

1.2.19. Inactivity trap (low wage-earner, 1 earner couple with 2 children)  

Description: It is defined as the marginal effective tax rate for a one-earner couple with 
two children moving from social assistance to work at a low wage level. It is calculated 
as one minus the ratio of the change in net income (net in-work income minus net out-of-
work income) and the change in gross income for one-earner couple with two children, 
moving from social assistance to work, at a wage level equal to 67% of AW.  

The indicator measures what part of the change in earnings is "taxed away" through 
higher tax, SSC and, the withdrawal of benefits when an inactive person returns to 
employment.  

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 
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Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       104.98 104.74 103.59 
EU15          

LAF Maquette, May 2009 

Comments on data: 

- The inactivity trap levels are very high for one-earner couple with two children. In 
2007, the social assistance benefit was 362 euro, with 181 euro added for  each 
dependent above 14 years of age and 108 euro for each child less than 14. 
Therefore, the total inactivity benefit for this category is 759, 832, 905 euro per 
month depending on the age of the children. 

- It is not clear how the indicator is calculated.  See comments for indicator 1.2.5. 

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 19: 
 Inactivity trap (low wage-earner, 1 earner couple with 2 children) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 103.6 -13 -0.7 3 -- = 

EU15 61.5   -0.29    
St.dev. 31.9   1.56    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The rate for Cyprus is much above the EU15 average which results in a poor (double 
negative) score performance. Given the uncertainty as to how the formulae were used to 



P a g e  | 58 
 

establish the numbers in the Maquette, we are not in a position to comment on the 
results stated. 

1.2.20. Inactivity trap (average wage-earner, 1 earner couple with 2 children) 

Description: It is defined as the marginal effective tax rate for one-earner couples with 
two children moving from social assistance to work at an average wage level. It is 
calculated as one minus the ratio of the change in net income (net in-work income minus 
net out-of-work income) and the change in gross income for one-earner couples with two 
children, moving from social assistance to work, at a wage level equal to 100% of AW.  

The indicator measures what part of the change in earnings is "taxed away" through 
higher tax, SSC, and the withdrawal of benefits when an inactive person returns to 
employment.  

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: Benefits and Wages: OECD Indicators 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       74.28 74.70 73.71 
EU15          

LAF Maquette, May 2009 

Comments on data: 

- The inactivity trap levels are very high for a one-earner couple with two children. 
In 2007, the social assistance benefit was 362 euro, with 181 euro added for 
each dependent above 14 years of age and 108 euro for each child less than 14. 
Therefore, the total inactivity benefit for this category is 759, 832, 905 euro per 
month depending on the age of the children. 

- It is not clear how the indicator is calculated.  See comments for indicator 1.2.5. 

- Compared to the inactivity trap for the low wage earners, the average wage 
inactivity trap for one-earner couple with two children is less of a problem. 
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Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania).  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 20: 
 Inactivity trap (average wage-earner, 1 earner couple with 2 children) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 73.7 -8 -0.3 1 - = 

EU15 55.8   -0.18    
St.dev. 22.4   1.18    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The Inactivity Trap in the case of one-earner couple with two children seems to perform 
poorly both for low and average wage earners. The score in Cyprus is below the EU15 
average in levels, which implies a fairly poor (negative) performance, but neutral in 
growth terms. 

Given the uncertainty, as to how the formulae were used to establish the numbers in the 
Maquette, we are not in a position to comment on the results stated. 
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1.2. A. Indicator Evaluation for policy area “Making work pay” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.2.1: Indicator Evaluation for policy area “Making work Pay” 

Indicator Weight 
No data 

available for 
Cyprus in the 

Maquette 

Incorrect/ 
inaccurate 

data for 
Cyprus 

Not 
representative/ 
useful indicator 

for Cyprus 

Insufficient 
description/ 

unclear 
computation 

procedure 

Inappropriate 
indicator for 

this policy area 

Possible 
improvements 

for the 
indicator 

Narrow List Indicators:         

5. Unemployment trap- low wage 
earner 0.06      

6. Unemployment trap – average-
wage earner 0.06      

7. Inactivity trap- low wage earner 0.06      
8. Inactivity trap- average wage 
earner 0.06    

Unclear 
computations- 

unable to replicate 
 

  

12. Long-term unemployment rate 0.25       
15. Labour reserve 0.25       
17. Unemployment trap- low wage 
earner, 1 earner couple, 2 children 0.06      

18. Unemployment trap- average 
wage earner, 1 earner couple, 2 
children 

0.06      

19. Inactivity trap- low wage 
earner, 1 earner couple, 2 children 0.06      

20. Inactivity trap- average wage 
earner, 1 earner couple, 2 children 0.06    

Unclear 
computations- 

unable to replicate 
 

  

Wider List Indicators:        

1. Unemployment benefit duration 
(median of min-max range)        



P a g e  | 61 
 
2. Unemployment benefit duration 
(max range)        

3. Average unemployment benefit 
duration (years)       

4. Job availability requirement 
index  

No data for CY in 
the Maquette 

      

9. Net replacement rates for 
unemployed (67%AW, single)        

10. Net replacement rates for 
unemployed (100%AW, single, 
after 7 months) 

  Possibly 
incorrect values     

11. Average unemployment 
benefit replacement rate  No data for CY in 

the Maquette      

13. Low-skilled unemployment 
rate       

Difference in 
Unemployment 

rates among low 
and high-skilled. 

14. Low-skilled employment rate        
16. Net replacement rates for 
unemployed (100%AW, single, 
after 13 months) 

  Incorrect values     

 

In this policy area, the majority of indicators are based on OECD calculations (OECD Tax and Benefit Database). Based on the 
description given, we are unable to replicate any of the results. Hence, more information needs to be provided regarding the 
computations.
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1.2. B. Aggregate Scores on “Making work pay: interplay of tax and benefit system” 

To calculate the aggregate score both in levels and changes, we calculate the weighted average of the indicators included in the 
narrow list given the aggregation weights specified. 

Table 1.2.2.: Making work pay: interplay of tax and benefit system – Aggregate scores on levels 

Indicator 

Unemployment 
trap (low wage-
earner): (67% 

AW, single 
person) 

Unemployment 
trap (average 
wage-earner): 

(100% AW, 
single person) 

Inactivity 
trap (low 
wage-

earner): 
(67% AW, 

single 
person) 

Inactivity 
trap 

(average 
wage-

earner): 
(100% AW, 

single 
person) 

Long-term 
unemployment 

rate 

Labour 
reserve 
(total) 
EMCO 

19A9 (-) 

Unemploymen
t trap (low 

wage-earner): 
(67% AW, 
one-earner 

couple with 2 
children) 

Unemploymen
t trap (average 
wage-earner): 

(100% AW, 
one-earner 

couple with 2 
children) 

Inactivity 
trap (low 

wage-
earner): 

(67% AW, 
one-earner 
couple with 
2 children) 

Inactivity trap 
(average 

wage-earner): 
(100% AW, 
one-earner 

couple with 2 
children) 

Aggregate 
score 

Indicator 
type policy policy policy policy performance performan

ce policy policy policy policy  
Weights 0.06 0.06 0.06 0.06 0.25 0.25 0.06 0.06 0.06 0.06  
CY 23.80 8.74 -0.69 5.61 15.69 10.85 -5.82 -3.12 -13.21 -8.00 7.1 
EU15 74.6 69.4 54.4 49.6 2.8 5.0 76.0 73.5 61.5 55.8  
std-dev 5.7 8.5 19.0 14.2 1.3 2.5 10.3 7.2 31.9 22.4  
GapEU15-
EU27 -0.2 0.1 0.1 0.1 -0.1 0.0 0.0 0.3 -0.5 -0.3  
GapEU15-
Five best -8.3 -13.8 -25.9 -15.1 -2.0 -4.2 -15.5 -10.0 -31.0 -24.1  
GapEU15-
EU5 -4.5 -7.1 -24.6 -17.8 1.6 0.6 -13.5 -7.5 -28.5 -21.2  

LAF Maquette, May 2009 

As seen in Table 1.2.2., aggregate scores in levels is 7.1 for Cyprus, while in growth the score 1 (Table 1.2.3). 
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Table 1.2.3:  Making work pay: interplay of tax and benefit system – Aggregate scores on growth rate   

Indicator 

Unemployment 
trap (low wage-
earner): (67% 

AW, single 
person) 

Unemployment 
trap (average 
wage-earner): 

(100% AW, 
single person) 

Inactivity 
trap (low 
wage-

earner): 
(67% AW, 

single 
person) 

Inactivity 
trap 

(average 
wage-

earner): 
(100% AW, 

single 
person) 

Long-term 
unemployment 

rate 

Labour 
reserve 
(total) 
EMCO 

19A9 (-) 

Unemploymen
t trap (low 

wage-earner): 
(67% AW, 
one-earner 

couple with 2 
children) 

Unemploymen
t trap (average 
wage-earner): 

(100% AW, 
one-earner 

couple with 2 
children) 

Inactivity 
trap (low 

wage-
earner): 

(67% AW, 
one-earner 
couple with 
2 children) 

Inactivity trap 
(average 

wage-earner): 
(100% AW, 
one-earner 

couple with 2 
children) 

Aggregate 
score 

Indicator 
type policy policy policy policy performance performan

ce policy policy policy policy  
Weights 0.06 0.06 0.06 0.06 0.25 0.25 0.06 0.06 0.06 0.06  
CY -14.84 -2.93 -4.03 -5.52 -3.12 11.94 -0.37 -1.76 2.58 0.96 1 
EU15 0.1 -0.2 -0.4 -0.3 -0.1 -0.1 -0.3 -0.2 -0.3 -0.2  
std-dev 0.8 1.2 1.3 1.0 -0.1 0.4 1.5 1.2 1.6 1.2  
GapEU15-
EU27 0.0 0.0 0.1 0.0 0.0 0.0 0.1 0.0 0.1 0.1  
GapEU15-
Five best -1.9 -1.5 -0.9 -1.3 -0.2 -0.7 -1.3 -1.5 -1.3 -1.2  
GapEU15-
EU5 -0.1 -0.7 -0.7 -0.8 -0.1 0.3 -0.4 -0.9 -0.5 -0.9  

LAF Maquette, May 2009
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1. 2.C. General evaluation of the policy area 

The income tax system in Cyprus has a relatively high personal exception level which 
gives incentives for increasing working time. Additionally, the duration of unemployment 
benefits in Cyprus discourages long-run unemployment.  

The social welfare system, however, is perhaps more generous. Based on LAF, this is 
especially true in the case of one-earner couples with children, since the amount of the 
total family benefit might not compare favourably to the offered wage if the second 
earner enters the labour force. In general, increasing the amount of the public assistance 
benefit should be done with more caution, taking into account other factors such as 
minimum wages in the market. In order to encourage the inactive to enter the labour 
market, in-work benefits should replace the public assistance benefit, especially in cases 
where the person has no physical disabilities, or health problems. Moreover, when a 
person moves from inactivity to work, a gradual reduction of the public assistance benefit 
should be perhaps extended to two years instead of one32, accompanied by a punishing 
reduction in the public assistance benefit if the person leaves his/her job when the 
benefit completely stops. Other support measures could be provided to the inactive that 
enter the labour market, such as psychological support, training, free childcare facilities 
etc (See more information on Taxes wages and benefits in Cyprus in Appendix A2).  

 

                                                 
32 There has been a 2006 amendment of the Public assistance Law aiming to facilitate public assistance 
recipients to keep their job, while benefits are gradually reduced, up until one year after the job is acquired. 
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1.3. Labour taxation to stimulate labour demand 

This policy area analyzes the impact of labour taxation on labour demand. Taxes on 
labour put a wedge between the product wage paid by firms and the consumption wage 
received by employees. When increasing the total labour cost, taxes on labour tend to 
reduce labour demand. On the labour supply side, taxes levied on wages reduce the net 
income and drive a wedge between the marginal product of labour and the marginal 
value of leisure.  

The effect of higher taxes and/or social security contributions (SSC) on labour demand 
depends on whether and to what extent the tax burden increases the total labour cost for 
the employer or is transferred onto the worker, translating into a lower net wage. If wage 
earners succeed in shifting the tax burden onto employers, labour costs will increase, 
which reduces employment. While there is also a possibility that employers succeed in 
shifting higher taxes onto employees in the form of lower wages, therewith avoiding the 
negative impact on employment, this is likely to have consequences for labour supply. 

1.3.1. Tax rate on low wage earners: Tax wedge on labour cost (single earner) 

Description: It is the ratio of income tax plus employee and employer social contributions 
including payroll taxes less cash benefits divided by the labour costs for a single earner 
earning 67% of the Average productivity worker (APW). The indicator of the tax wedge 
on labour informs about the level of indirect labour costs, which is a key parameter in the 
firms' decision to hire new staff (labour demand side). In particular, for low-wage 
earners, whose labour incomes are close to the minimum wage, lowering the tax wedge 
on labour is the main factor to curtail labour costs and stimulate labour demand for the 
low-skilled. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: EMCO (Employment Committee)/STRIND (Structural Indicators) 

Data source: The data are not collected but estimated on the basis of a widely 
acknowledged model developed by the OECD. 
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Data values for Cyprus (% labour cost): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 16.5 16.7 17 17.3 18.6 18.6 11.9 11.9 11.9 
EU15 38.4 40.8 40.3 40.4 40.3 39.8 39.7 40.1 40.5 

LAF Maquette, May 2009 

Comments on data:  

According to Maquette data, the rate for Cyprus has been constantly increasing until 
2004. We observe a significant fall in 2005 compared to the previous years. As seen in 
Appendix A2, income tax reforms do not seem to coincide with this change. More 
information regarding the definition of the APW for Cyprus is necessary to proceed to 
further comments. 

Time coverage: 1999-2007 

Geographical coverage:  27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 1: Tax rate on low wage earners: Tax wedge on labour cost (single 
earner) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 11.9 30 -0.6 22 ++ ++ 

EU15 40.5   0.26    
St.dev. 6.7   0.38    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

Tax rate on low wage earners in Cyprus is significantly below the EU15 average and the 
lowest among the 27 MSs. As a result, the performance of Cyprus in this indicator is 
evaluated as good (double positive) in terms of levels and growth. 



P a g e  | 67 
 

1.3.2. Implicit tax rate on employed labour 

Description: The implicit tax rate (ITR) on employed labour is defined as the sum of all 
direct and indirect taxes and employees' and employers' social contributions levied on 
employed labour income (personal income taxes plus employees and employers SSC 
plus payroll taxes) divided by the total compensation of employees working in the 
economic territory plus taxes on wage bill and payroll. The ITR on labour is calculated 
for employed labour only (so excluding the tax burden falling on social transfers, 
including pensions). 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: EMCO, Structures of the taxation systems in the European Union, 
Eurostat33 

Data source: National accounts of EU MSs, in particular production and income 
accounts, Table 9 ‘Detailed tax and social contribution receipts by receiving sub-sector’ 
of the ESA 95 transmission programme.  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 22.6 22.3 23.6 23 23.4 22.8 24.5 24.2  
EU15          

LAF Maquette, May 2009 

Comments on data: 

In 2005 there is an increase in the indicator which contradicts indicator 1.3.1. Indicator 
1.3.2 contains indirect taxes as well. However there were no important changes in VAT 
(see Appendix A3).  The decrease in 2005 for 1.3.1 might be due to increasing benefits. 

Time coverage: 1999-2006 

Geographical coverage: 27 MSs  

                                                 
33 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsiem070 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: Implicit tax rate on employed labour 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 24.2 19 0.2 -12 ++ -- 

EU15 36.8   -0.02    
St.dev. 6.5   0.21    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

Cyprus has among the lowest implicit tax rate on employed labour. The performance in 
levels is good (double positive). The poor performance in growth is (double negative) not 
a problem.  

1.3.3. Social security paid by employer as percentage of total labour costs -
Industry and services, excluding public administration 

Description: The indicator measures the social security paid by employers as a 
percentage of total labour costs. Labour costs are the total expenditure borne by 
employers for the purpose of employing staff. They include employee compensation, 
with wages and salaries in cash and in kind, employers' SSC; vocational training costs, 
other expenditures such as recruitment costs and spending on working clothes and 
employment taxes regarded as labour costs minus any subsidies received.  

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: Eurostat 

Data source: National Statistical Institutes34 

                                                 
34 http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=TPS00114 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 13.47 13.45 13.62 13.84 15.4 15.52 15.58 15.07  
EU15          

LAF Maquette, May 2009 

Comment on data: 

Since SSC paid by employers were 6.3% of employee earnings, the social security paid 
by employers should be less than 6.3% of total labour cost. The numbers here seem 
incorrect, based on the above definition of the indicator. 

Time coverage: 1999-2006 

Geographical coverage: 26 MSs (except Ireland)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Social security paid by employer as a percentage of total labour costs 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 15.1 21 0.20 -16 ++ -- 

EU15 23.6   0.03    
St.dev.   4.1   0.12    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

Cyprus has among the lowest values in this indicator which implies good performance 
(double positive) in levels. However, we observe an increasing trend so the performance 
in growth is evaluated as poor. Please see Appendix A2 for a discussion of the 
provisions for SSC. 
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1.3.4. Undeclared work 

Description: It represents the size of undeclared work in the national economy (e.g. as 
share of GDP or persons employed). It might be, among other things, the sign of 
stringent EPL, which could be bypassed by not declaring the workforce. The indicator is 
not sufficiently harmonized across countries. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: National sources 

Data source: N/A 

Data values for Cyprus (as a percentage of GDP35): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY     4.2     
EU15          

LAF Maquette, May 2009 

Time coverage: 2003 

Geographical coverage: 22 MSs (except Czech Republic, France, Luxemburg, Malta 
and Holland)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Undeclared work 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.2 8 N/A N/A + N/A 

EU15 10.7   N/A    
St.dev. 7.9   N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Limited time coverage  

                                                 
35 http://www.eurofound.europa.eu/eiro/2004/07/feature/eu0407204f.htm 
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General comments 

Undeclared work in Cyprus is below the EU15 average in 2003 so the performance in 
this indicator is evaluated as fairly good (positive) in levels. Qualification in growth is not 
available. 

Further information regarding undeclared work in Cyprus is provided in "Job protection 
and labour market segmentation/dualisation" policy area in Appendix A4. 

1.3.5. Low-skilled unemployment rate 

Description: It measures the number of unemployed persons with pre-primary, primary 
and lower secondary education (i.e., ISCED levels 0-2) as a percentage of the total 
population aged 15-64 of the same skill group.  

 (-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat36 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  6.6 5.4 4.1 5.2 6.6 6.3 5.1 5.1 
EU15 12.70 11.60 10.10 10.50 10.90 11.30 11.40 11.10 10.50 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs  

                                                 
36 http://nui.epp.eurostat.ec.europa.eu/nui/show.do?dataset=lfsq_urgaed&lang=en 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Low-skilled unemployment rate 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 5.1 15 -0.20 -1 ++ = 

EU15 10.5   -0.28    
St.dev. 3.7   0.44    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned 

General comments 

Cyprus has the lowest unemployment rates among the low-skilled. Thus, the 
performance of Cyprus in this indicator is evaluated as good (double positive) in levels 
and neutral in growth. 

As commented in indicator 3, the unemployment rate in Cyprus is considerably lower 
than the EU15 average for all groups. If we are interested in the unemployment rate of 
the low-skilled compared to the remaining groups, it might be better to use an indicator 
for the difference or the ratio, among this indicator and the total unemployment rate. 

As a comparison, we provide below the unemployment rates for other education levels 
for Cyprus. The numbers indicate that low-skilled unemployment is always higher 
compared to the remaining groups. 

Table 1.3.1: Unemployment rate by education level 

 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Tertiary education 

CY 2.9 2.8 2.4 3.8 3.1 4.5 4.4 3.4 3.0 
EU15 4.9 4.2 4.6 4.9 5.1 5.0 4.6 4.1 4.0 

Upper secondary and post-secondary non-tertiary education 
CY 5.5 3.9 3.7 3.9 3.8 5.6 4.6 4.0 3.7 

EU15 7.9 7.0 7.4 7.8 8.1 8.0 7.5 6.7 6.5 
Primary education 

CY 6.6 5.4 4.1 5.2 6.6 6.3 5.1 5.1 5.2 
EU15 11.6 10.1 10.5 10.9 11.3 11.4 11.1 10.5 11.4 

Source: Eurostat, http://nui.epp.eurostat.ec.europa.eu/nui/setupModifyTableLayout.do 
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1.3.6. Youth unemployment ratio 

Description: It is defined as the total unemployed young people (15-24 years) as a share 
of youth population (15-24). It is also an indirect indication of insufficient Active Labour 
Market Policies. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU  LFS37 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  4.10 3.40 3.20 3.70 4.90 5.90 4.10 4.20 
EU15  7.70 6.90 7.20 7.50 7.50 7.90 7.60 7.10 

LAF Maquette, May 2009 

Comments on data:  

In the EU LFS, the sample population aged 15 to 24 years does not include students 
between 18 to 24 years of age who study abroad, as well as males aged 18-20 who are 
under obligatory military training. Had these individuals been sampled, they should have 
responded as not unemployed and hence add in the denominator would have produced 
a lower rate. Nevertheless, this rate for Cyprus is considerably lower than the EU15 
average. 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

                                                 
37 http://nui.epp.eurostat.ec.europa.eu/nui/show.do 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Youth unemployment ratio 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.2 21 0.0 -3 ++ = 

EU15 7.1   -0.09    
St.dev. 1.4   0.38    

LAF Maquette, May 2009 

Aggregation weight: 0% (narrow list indicator) 

Reason excluded from narrow list: Not mentioned 

General comments 

Cyprus has among the lowest youth unemployment ratios in the EU. The performance of 
this indicator is evaluated as good (double positive) in levels and neutral in growth.  

The unemployment rates for Cyprus though are considerably lower than the EU15 
average for all age groups. If we are interested in the unemployment rate of youth 
compared to the remaining age groups, it might be better to use an indicator for the 
difference or the ratio, among this indicator and the total unemployment rate. 

As a comparison, we provide below unemployment ratios of all age groups for Cyprus. 

Table 1.3.2: Unemployment rate by age group 

 18-24 years 25-49 years 40-59 years 55-64 years 
2000 4.1 4.7 3.9 3.5 
2001 3.4 3.1 3.4 5.5 
2002 3.2 2.7 3.0 3.5 
2003 3.7 3.7 3.7 4.4 
2004 4.9 3.8 3.7 5.3 
2005 5.9 4.6 3.8 3.5 
2006 4.1 4.1 3.3 3.3 
2007 4.2 3.3 3.0 3.1 

Source: Eurostat 

Observing Table 1.3.2, the unemployment rate does not particularly differ among age 
groups. The rate is slightly increased for youth or old individuals depending on the year. 
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1.3.7. Long term unemployment rate 

Description38: It is defined as the total long-term unemployed population (12 months or 
more) as a proportion of the total active population. Long-term unemployed persons are 
those aged at least 15 years not living in institutions, who are without work within the 
past two weeks, are available to start work within the next two weeks and who are 
seeking work (have actively sought employment at some time during the previous four 
weeks or are not seeking a job because they have already found a job to start later).  

The total active population (labour force) is the total number of the employed and 
unemployed population. The duration of unemployment is defined as the duration of a 
search for a job or as the length of the period since the last job was held (if this period is 
shorter than the duration of the search for a job). 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO, STRIND 

Data source: EU LFS Adjusted Series.  

Other data info: There is no legal basis regulating the production and dissemination of 
the monthly unemployment data, as the EU LFS is a quarterly survey. Eurostat is 
complementing this quarterly data with a monthly indicator from the LFS or from public 
employment offices' administrative registers delivered by the MSs on the basis of a 
gentlemen's agreement. The results of the complementary calculations yield the 
harmonized monthly unemployment data (Euro-Indicator). Quarterly and annual 
averages (Structural Indicator) are calculated from these harmonized time series39. 

Data values for Cyprus: 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.2 0.8 0.8 1.0 1.2 1.2 0.9 0.7 
EU15 3.9 3.4 3.1 3.1 3.3 3.4 3.4 3.2 2.8 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

                                                 
38 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsisc070 
39 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tsisc070&plugin=1 
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Geographical coverage: 27 MSs (missing 1999 value for Bulgaria, Cyprus and Malta)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Long-term unemployment rate 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 0.7 16 -0.1 -3 ++ = 

EU15 2.8   -0.14    
St.dev. 1.3   0.21    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned 

General comments 

The long-term unemployment rate for Cyprus is low compared to the EU15 average. 
Long-term unemployment performance for Cyprus is good in levels (double positive) and 
neutral in growth.  

1.3.8. Tax rate on average wage earners: Tax wedge on labour cost (single 
earner) 

Description: It is defined as the ratio of income tax plus employee and employer social 
contributions including payroll taxes less cash benefits divided by the labour costs for a 
single earner earning 100% of the APW. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: EMCO/STRIND 

Data source: Eurostat  
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   20.88 17.31 18.46 18.63 13.61 14.15  
EU15          

LAF Maquette, May 2009 

Comments on data 

Tax rate on average wage earners in Cyprus for the years 2005 and 2006 are reduced, 

compared to the 2001-2004 rates. See Appendix A2 for more info on tax rates. 

Time coverage: 2001-2006 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Tax rate on average wage earners 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 14.1 30 -1.3 30 ++ ++ 

EU15 44.6   0.05    
St.dev. 7.0   0.35    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

Cyprus has the lowest tax rate on average wage earners among the 27 MSs. As a 
result, performance in levels and growth is good (double positive) for Cyprus.   
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1.3.9. Total tax wedge (including employers social security contributions)-
Married couple with 2 children, 100% and 67% of AW 

Description: It is defined as the ratio of income tax plus employee and employer social 
contributions including payroll taxes less cash benefits divided by the labour costs for a 
married couple with two children earning 100% and 67% of the APW. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: EMCO (Employment Committee)/STRIND (Structural Indicators) 

Data source: The data are not collected but estimated on the basis of a widely 
acknowledged model developed by the OECD. 

Data values for Cyprus (% labour cost): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   18.21 17.27 16.20 16.48 11.00 11.39  
EU15          

LAF Maquette, May 2009 

Comments on data:  

We observe a significant decrease in 2005 

Time coverage: 2001-2007 

Geographical coverage:  25 MSs (except Bulgaria and Romania)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 9: Total tax wedge – Married couple with 2 children, 100% and 67% of AW 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 11.4 30 -1.4 30 ++ ++ 

EU15 39.2   0.00    
St.dev. 6.4   0.41    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 
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General comments 

Cyprus has the lowest total tax wedge among the 27 MSs. As a result, performance in 
levels and growth is good (double positive) for Cyprus. 
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1.3. A. Indicator Evaluation for policy area “Labour taxation to stimulate labour demand” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.3.3: Indicator Evaluation for policy area “Labour taxation to stimulate labour demand” 

Indicator Weight 
No data 

available for 
Cyprus in the 

Maquette 

Incorrect/ 
inaccurate data 

for Cyprus 

Not 
representativ

e/ useful 
indicator for 

Cyprus 

Insufficient 
description/ 

unclear 
computation 

procedure 

Inappropriate 
indicator for 

this policy area 

Possible 
improvements 

for the 
indicator 

Narrow List Indicators:        

1.Tax rate on low wage earners 
(single earner) 0.25    

Unclear 
computations, APW 

for CY unknown 
  

2.Implicit tax rate on employed 
labour 0.25       

8. Tax rate on average wage 
earners (single earner) 0.25      

9. Total tax wedge (including 
SSC) Married couple with 2 
children, 100%, 67% of AW 

0.25    

Unclear 
computations, APW 

for CY unknown   

Wider List Indicators:        

3. Social Security paid by 
employer as % of total labour 
costs. Industry and services 

  Possibly incorrect 
data for CY     

4. Undeclared work        
5. Low-skilled unemployment 
rate       

Difference from 
average 

unemployment 
6. Youth unemployment rate   Overestimated due 

to sample    Difference from 
average 
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unemployment 
7. Long-term unemployment 
rate        
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1.3. B. Aggregate Scores on “Labour taxation to stimulate labour demand” 

To calculate the aggregate score both in levels and changes, we calculate the weighted 
average of the indicators included in the narrow list given the aggregation weights 
specified. 

Table 1.3.4: Labour taxation to stimulate labour demand – Aggregate scores on levels 

Indicators 

Tax rate on low 
wage earners: 
Tax wedge on 

labour cost 
(single earner) 

Implicit tax 
rate on 

employed 
labour 

Tax rate on 
average 

wage 
earners: 

Tax wedge 
on labour 

cost (single 
earner) 

Total tax wedge 
(including 

employers SSC) 
Married couple 
with 2 children, 
100% and 67% 

of AW 

Aggregate 
score 

Indicator type policy policy policy policy  
Weights 0.25 0.25 0.25 0.25  
CY 30 19.36 30 30 27.3 
EU15 40.5 36.8 44.6 39.2  
std-dev 6.7 6.5 7.0 6.4  
Gap EU15-EU27 0.1 0.3 0.1 0.2  
Gap EU15-Five 
best -5.7 -5.8 -6.6 -5.6  
Gap EU15-EU5 3.2 2.3 3.1 4.2  

LAF Maquette, May 2009 

 
Table 1.3.5: Labour taxation to stimulate labour demand – Aggregate scores on growth 

 Indicators Tax rate on 
low wage 
earners: Tax 
wedge on 
labour cost 
(single 
earner)  

Implicit tax 
rate on 
employed 
labour  

Tax rate 
on 
average 
wage 
earners: 
Tax wedge 
on labour 
cost 
(single 
earner)  

Total tax 
wedge 
(including 
employers 
SSC) Married 
couple with 2 
children, 
100% and 
67% of AW 

Aggregate 
score 

Indicator type policy policy policy policy  
Weights 0.25 0.25 0.25 0.25  
CY 22.22 -11.76 30 30 18 
EU15 0.3 0.0 0.1 0.0  
std-dev 0.4 0.2 0.4 0.4  
Gap EU15-EU27 0.1 0.0 0.0 0.0  
Gap EU15-Five best -0.3 -0.4 -0.5 -0.6  
Gap EU15-EU5 0.3 0.1 -0.4 -0.2  

LAF Maquette, May 2009 

The aggregate scores for this policy area is 27,3 in levels, and 18 in growth. This 
indicates that Cyprus performs very well compared to other European countries.
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1.3. C. General evaluation of the policy area 

Some indicators in the narrow list (e.g. indicators 2 and 9) have a more clear impact on 
labour demand than other indicators, such as the tax rate on low wage income earners 
(indicator 1). 
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1.4. Job protection and labour market segmentation/dualisation 

Job protection and labour market segmentation/dualisation, or employment protection 
legislation (EPL) refers to regulatory provisions relating to “hiring and firing”, particularly 
those governing unfair dismissals, termination of employment for economic reasons, 
severance payments, minimum notice periods, administrative authorization for 
dismissals, and prior consultations with trade union and/or labour administration 
representatives.  

As a result, job protection will limit the possibility for firms to recruit and dismiss. 
Moreover, it helps to avoid increasing dualisation of the labour market which reduces 
labour market security, firms' incentives to supply training and possibly leads to cost 
pressure. 

1.4.1. Regular EPL (Overall strictness of protection against dismissals) 

Description: Regular EPL is a synthetic indicator that captures many aspects of the 
Employment protection legislation i.e. existence of collective dismissal procedures, 
notice, severance payments, administrative constraints. It refers to all types of 
employment protection measures, whether grounded primarily in legislation, court 
rulings, collectively bargained conditions of employment, or customary practice.   

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: OECD 

Data source: OECD statistics 

Time coverage: 2003 and 2006 

Geographical coverage: 20 MSs (except Bulgaria, Cyprus, Estonia, Lithuania, Latvia, 
Malta and Romania) 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Limited comparability, reliability and time 
coverage. Redundant - Correlated with other indicators. 

No data available for Cyprus 
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1.4.2. Temporary EPL (Overall strictness of protection against dismissals for 
temporary employment) 

Description: Temporary EPL captures overall strictness of protection against dismissals 
for temporary employment. It is not up-to-date and can be proxied by the share of fixed-
term contracts, which is available timely.  

Note that its interpretation is quite awkward: high temporary EPL might increase the 
dualisation of the labour market and reduces the pressure for implementing larger-scale 
reforms also covering permanent contracts. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: OECD 

Data source: OECD statistics 

Time coverage: 2003 and 2006 

Geographical coverage:  20 MSs (except Bulgaria, Cyprus, Estonia, Lithuania, Latvia, 
Malta and Romania) 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Limited comparability, reliability and time coverage; 
Correlated with other indicators. 

No data available for Cyprus  

More information on the protection of employees is provided in Appendix A4. 
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1.4.3. Youth unemployment ratio 

Description: It is defined as the total unemployed young people (15-24 years) as a share 
of youth population (15-24). It is also an indirect indication of insufficient Active Labour 
Market Policies. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU  LFS40 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  4.10 3.40 3.20 3.70 4.90 5.90 4.10 4.20 
EU15  7.70 6.90 7.20 7.50 7.50 7.90 7.60 7.10 

LAF Maquette, May 2009 

Comments on data:  

In the EU LFS, the sample population aged 15 to 24 years does not include students 
between 18 to 24 years of age who study abroad, as well as males aged 18-20 who are 
under obligatory military training. Had these individuals been sampled, they should have 
responded as not unemployed and hence add in the denominator would have produced 
a lower rate. Nevertheless, this rate for Cyprus is considerably lower than the EU15 
average. 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

                                                 
40 http://nui.epp.eurostat.ec.europa.eu/nui/show.do 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Youth unemployment ratio 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.2 21 0.0 -3 ++ = 

EU15 7.1   -0.09    
St.dev. 1.4   0.38    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

Cyprus has among the lowest youth unemployment ratios in the EU. The performance of 
this indicator is evaluated as good (double positive) in levels and neutral in growth.  

The unemployment rates for Cyprus though are considerably lower than the EU15 
average for all age groups. If we are interested in the unemployment rate of youth 
compared to the remaining age groups, it might be better to use an indicator for the 
difference or the ratio, among this indicator and the total unemployment rate. 

As a comparison, we provide below unemployment ratios of all age groups for Cyprus. 

Table 1.4.1: Unemployment rate by age group 

 18-24 years 25-49 years 40-59 years 55-64 years 
2000 4.1 4.7 3.9 3.5 
2001 3.4 3.1 3.4 5.5 
2002 3.2 2.7 3.0 3.5 
2003 3.7 3.7 3.7 4.4 
2004 4.9 3.8 3.7 5.3 
2005 5.9 4.6 3.8 3.5 
2006 4.1 4.1 3.3 3.3 
2007 4.2 3.3 3.0 3.1 

Source: Eurostat 

Observing Table 1.4.1, the unemployment rate does not particularly differ among age 
groups. The rate is slightly increased for youth or old individuals depending on the year.
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1.4.4. Indicator of fluidity in the labour market 

Description: It represents the proportion of the long-term unemployed over total 
unemployment. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: STRIND41 

Data values for Cyprus (rate): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  0.24 0.20 0.24 0.2 0.28 0.23 0.20 0.18 
EU15  0.41 0.42 0.40 0.41 0.41 0.42 0.42 0.40 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 26 MSs (except Greece) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Indicator of fluidity in the labour market 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 0.2 17 0.0 7 ++ + 

EU15 0.4   0.00    
St.dev. 0.1   0.01    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

The proportion of long-term unemployment over total unemployment for Cyprus is below 
the EU15 average and the second lowest among the 27 MSs. As a result, the 

                                                 
41 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsisc070 
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performance of Cyprus is evaluated as good (double positive) in levels and fairly good 
(positive) in growth. 

This indicator, however, should be used with caution. Decreasing relative long-term 
unemployment does not always imply an improving labour market situation as this might 
reflect increasing short run unemployment.  

Table 1.4.2: Registered unemployed by duration 

 Less than 3 
months 

12 months and 
over 

Total  Indicator 
value 

2007 6,461 1,204 12,017 0.10 
2008 6,564 1,049 11,541 0.09 
2009 9,261 1,072 16,048 0.06 

Source: Cystat 

For example, if we calculate this indicator for Cyprus, we observe that in 2009 the 
indicator is significantly reduced despite the economic crisis! This implies good 
performance for Cyprus based on this indicator. However, the short-term unemployment 
rate has risen over the corresponding period. In the future, long-term unemployment is 
likely to increase. 

1.4.5. Low-skilled unemployment rate 

Description: It represents the number of unemployed persons with pre-primary, primary 
and lower secondary education as a percentage of the total 15-64 age population of the 
same skill group.  

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat42 

Data source: EU LFS 

                                                 
42 http://nui.epp.eurostat.ec.europa.eu/nui/show.do?dataset=lfsq_urgaed&lang=en 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  6.60 5.40 4.10 5.20 6.60 6.30 5.10 5.10 
EU15 12.70 11.60 10.10 10.50 10.90 11.30 11.40 11.10 10.50 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs (missing 1999 value for Bulgaria, Cyprus and Malta)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Low-skilled unemployment rate 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 5.1 15 -0.2 -1 ++ = 

EU15 10.5   -0.28    
St.dev. 3.7   0.44    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

Cyprus has the lowest unemployment rates among the low-skilled. Thus, the 
performance of Cyprus in this indicator is evaluated as good (double positive) in levels 
and neutral in growth. 

The unemployment rate in Cyprus is considerably lower than the EU15 average for all 
groups. If we are interested in the unemployment rate of the low-skilled compared to the 
remaining groups, it might be better to use an indicator for the difference or the ratio, 
among this indicator and the total unemployment rate. 

As a comparison, we provide below the unemployment rates for other education levels 
for Cyprus. The numbers indicate that low-skilled unemployment is always higher 
compared to the remaining groups. 
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Table 1.4.3: Unemployment rate by education level 

 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Tertiary education 
CY  2.9 2.8 2.4 3.8 3.1 4.5 4.4 3.4 3.0 
EU15 4.9 4.2  4.6 4.9 5.1 5.0 4.6 4.1 4.0 
Upper secondary and post-secondary non-tertiary education 
CY  5.5 3.9 3.7 3.9 3.8 5.6 4.6 4.0 3.7 
EU15 7.9 7.0  7.4 7.8 8.1 8.0 7.5 6.7 6.5 
Primary education 
CY  6.6 5.4 4.1 5.2 6.6 6.3 5.1 5.1 5.2 
EU15 11.6 10.1  10.5 10.9 11.3 11.4 11.1 10.5 11.4 

Source: Eurostat, http://nui.epp.eurostat.ec.europa.eu/nui/setupModifyTableLayout.do 

1.4.6. Share of employees with a contract of limited duration 

Description: It is defined as the share of salaried workers with a contract of limited 
duration, over the total number of employees.  

Employees with temporary contracts are those who declare themselves as having a 
fixed term employment contract or a job which will terminate if certain objective criteria 
are met, such as completion of an assignment or return of the employee who was 
temporarily replaced.  

A high level of this indicator signals more flexibility but at the margin only with potential 
risks of increasing the segmentation of the labour market. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EU LFS 

Data source: Eurostat (EU LFS statistics) 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 10.3 10.7 10.80 9.10 12.50 13.10 14.00 13.10 13.20 
EU15 13.30 13.70 13.50 13.20 13.10 13.50 14.30 14.70 14.80 

LAF Maquette, May 2009 

Time coverage: 1999-2007 
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Geographical coverage: 27 MSs   

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Share of employees with a contract of limited duration 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 13.2 2 0.40 -7 = - 

EU15 14.8   0.19    
St.dev. 7.1   0.27    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlated with other indicators 

General comments 

The performance of Cyprus in this indicator is neutral. However, the score on growth 
rate is negative which implies fairly poor performance in growth.  

Employees with a temporary contract in Cyprus are protected from any kind of 
discrimination through the law for employees with a contract of limited duration43.  

1.4.7. Involuntary temporary employment (who could not find permanent job) as a 
percentage of total employment 

Description: Involuntary temporary employed are those who declare that they have a 
temporary contract because they were unable to get an open ended one. The distinction 
between temporary and open ended is made on the basis of a spontaneous answer 
given by the respondent. 

It is a broader indicator of flexibility at the margin, including some flexible working time 
arrangements. Its effect are generally positive on flexibility but at the expense of the 
security in employment.  

                                                 
43http://www.mlsi.gov.cy/mlsi/dlr/dlr.nsf/All/DA8C8FDCE024E0F8C2256E890024082D/$file/Orismenou%20
Xronou.pdf?OpenElement 
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(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EU LFS 

Data source: Eurostat (EU LFS statistics) 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 7.4 8.6 9.0 8.5 11.1 12.1 12.8 11.9 11.8 
EU15 6.9 6.9 7.1 6.9 7.3 7.8 7.0 8.6 8.5 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage:  27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Involuntary temporary employment (who could not find permanent job) 
as a percentage of total employment 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 11.8 -5 0.6 -10 - - 

EU15 8.5   0.20    
St.dev. 7.2   0.34    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The involuntary temporary employment as a percentage of total employment is 
estimated to be higher for Cyprus, compared to the EU15 average. This possibly reflects 
a preference towards permanent secure positions in Cyprus. Since high levels for this 
indicator mean bad performance for a country, this indicator for Cyprus has a fairly poor 
performance (negative) in terms of levels and growth. 
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1.4.8. Involuntary part-time employment as percentage of total employment 

Description: Number of individuals working involuntary part-time as a percentage of total 
employment. Persons working involuntary part-time are those who declare that they 
work part-time because they are unable to find full-time work. The distinction between 
full-time and part-time work is made on the basis of a spontaneous answer given by the 
respondent.  

It is an indicator of flexibility at the margin, which could potentially increase the 
dualisation of the labour markets. A high level might be interpreted as a deterioration of 
"flexicurity".  

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EU LSF 

Data source: Eurostat (EU LFS statistics) 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 1.34 1.77 1.46 1.23 1.90 1.97 2.49 2.53 1.96 
EU15 3.01 2.87 2.72 2.62 2.90 3.32     4.39 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage:  27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Involuntary part-time employment as a percentage of total employment 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 2.0 17 0.1 -1 ++ = 

EU15 4.4   0.06    
St.dev. 1.4   0.19    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 
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General comments 

The involuntary part-time employment as a percentage of total employment is estimated 
to be lower for Cyprus, compared to the EU15 average. Since high levels for this 
indicator mean bad performance for a country, this indicator for Cyprus has a good 
performance (double positive) in terms of levels and neutral in growth. 

However, part-time employment in Cyprus is not so popular. Therefore, a more 
appropriate indicator could be involuntary part-time employment over total part-time 
employment. A low percentage of involuntary part-time employment over total 
employment might be just a result of a low percentage of part-time employment over 
total employment. 

1.4.9. Transition from fixed-term employment to permanent employment 

Description: Transition figures indicate the movement of persons between fixed term 
employment and permanent employment from year n to year n+1; e.g., from 2000 to 
2001, 40% of Belgian temporary employees got a permanent contract. A high transition 
from fixed-term employment to permanent employment is also indicative of a low risk of 
dualisation. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A  

Time coverage: 2001 (change from 2000 to 2001) 

Geographical coverage:  14 MSs 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Limited time coverage and correlated with other 
indicators. 

No data available for Cyprus  
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1.4.10. In-work-poverty risk 

Description: Individuals who are classified as employed (distinguishing between "wage 
and salary employment plus self-employment" and "wage and salary employment" only) 
and who are at risk of poverty (i.e., whose equivalised disposable income is below 60% 
of national median equivalised disposable income). It is an overall performance 
indicator, which is likely to rise with a high level of dualisation in the labour markets. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A 

Other data info: The indicator, based on micro-data, is fairly old. 

Data values for Cyprus (units): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       7.0 7.0  
EU15       7.0 7.0  

LAF Maquette, May 2009 

Time coverage: 2003-2007 

Geographical coverage:  25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 10: In-work poverty risk 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 7.0 0 0.0 0 = = 

EU15 7.0   0.00    
St.dev. 2.4   0.58    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 
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General comments 

Cyprus is rated at the same level as the EU15 average. The performance of Cyprus in 
this indicator is neutral in terms of levels and growth. According to the Cyprus Labour 
Institute (INEK), the average gross wage for full-time employees in Cyprus was 
calculated as €1,413. 

1.4.11. Undeclared work 

Description: The indicator measures the size of undeclared work in national economy 
(e.g. as share of GDP or persons employed).  

It might be, among other things, the sign of stringent EPL, which could be bypassed by 
not declaring the workforce. The indicator is not sufficiently harmonized across 
countries. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: National sources 

Data source: N/A  

Data values for Cyprus (as a percentage of GDP44): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY     4.2     
EU15          

LAF Maquette, May 2009 

Time coverage: 2003 

Geographical coverage: 22 MSs (except Czech Republic, France, Luxemburg, Malta 
and Holland)  

                                                 
44 http://www.eurofound.europa.eu/eiro/2004/07/feature/eu0407204f.htm 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 11: Undeclared work 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.2 8 N/A N/A + N/A 

EU15 10.7   N/A    
St.dev. 7.9   N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Limited time coverage and correlated with other 
indicators. 

General comments 

Undeclared work in Cyprus is below the EU15 average in 2003 so the performance in 
this indicator is evaluated as fairly good (positive) in levels. Qualification in growth is not 
available. 
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1.4. A. Indicator Evaluation for policy area “Job protection and labour market segmentation/dualization” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.4.4: Indicator Evaluation for policy area “Job protection and labour market segmentation/dualization” 

Indicator Weight 
No data 

available for 
Cyprus in the 

Maquette 

Incorrect/ 
inaccurate 

data for 
Cyprus 

Not 
representative/ 
useful indicator 

for Cyprus 

Insufficient 
description/ 

unclear 
computatio
n procedure 

Inappropriate 
indicator for 

this policy area 

Possible 
improvements 

for the indicator 

Narrow List Indicators:         

3.  Youth unemployment ratio 
0.13  

Possibly 
overestimated 
due to sample 

   
Use difference of 

youth with average 
unemploym. 

4.Indicator of fluidity in the labour 
market (LR over total unemployed) 0.13     

Used with caution: 
Negative growth 

may indicate onset 
of recession 

 

7. Involuntary temporary 
employment as %of total 
employment 

0.25       

8. Involuntary part-time 
employment as a %of total 
employment 

0.25   
Misleading: Part-

time employment is 
low in CY 

  
Use total part-time 
employment in the 

denominator 
10. In-work poverty risk 0.25       

Wider List Indicators:        

1. Regular EPL       
2. Temporary EPL  

No data for CY in 
the Maquette      

5. Low-skilled unemployment rate       Use difference of 
low-skilled with 
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average unemploym. 
6. Share of employees with a 
contract of limited duration (annual 
average) 

       

9. Transition from fixed-term 
employment to permanent 
employment 

 No data for CY in 
the Maquette      

11 Undeclared work        
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1.4. B. Aggregate Scores on “Job protection and labour market segmentation/ 
dualisation” 

To calculate the aggregate score both in levels and changes, we calculate the 
weighted average of the indicators included in the narrow list given the aggregation 
weights specified. 

Table 1.4.5: Job protection and labour market segmentation/dualisation – Aggregate scores on 
levels 

Indicators Youth 
unemployment 

ratio 

Fluidity in the 
labour market : 
Proportion of 
the Long-term 
unemployed 

over total 
unemployed 

Involuntary 
temporary 

employment 
as % of total 
employment 

Involuntary 
Part-Time 

employment 
as % of total 
employment 

In-work-
poverty risk 

Aggregate 
score 

Indicator 
type performance performance performance performance performance  

Weights 0.13 0.13 0.25 0.25 0.25  
CY 20.84 16.64 -4.60 17.33 0 7.9 

EU15 7.1 0.4 8.5 4.4 7.0  
std-dev 1.4 0.1 7.2 1.4 2.4  

Gap 
EU15-27 0.2 0 0.1 0.3 -0.3  

Gap 
EU15-Five 

best -1.2 -0.1 -14.6 -1.2 -3.6  
Gap 

EU15-EU5 2.3 0.1 4.2 1.9 2.1  

LAF Maquette, May 2009 

Table 1.4.6: Job protection and labour market segmentation/ dualisation – Aggregate scores on 
growth rate 

Indicators Youth 
unemployment 

ratio 

Indicator of 
fluidity in the 

labour market: 
Proportion of 
the Long-term 
unemployed 

over total 
unemployment 

Involuntary 
temporary 

employment 
as % of total 
employment 

Involuntary 
Part-Time 

employment 
as % of total 
employment 

In-work-
poverty risk 

Aggregate 
score 

Indicator 
type performance performance performance performance performance  

Weights 0.13 0.13 0.25 0.25 0.25  
CY -2.60 7.22 -10.41 -0.87 0 -2 

EU15 -0.1 0 0.2 0.1 0  
std-dev 0.4 0 0.3 0.2 0.6  

Gap 
EU15-27 0 0 0 -0.1 0.1  

Gap 
EU15-

Five best -0.4 0 -0.7 -0.2 -0.5  

LAF Maquette, May 2009 
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Aggregate score in levels is calculated to be 7.9. However, this is believed to give an 
unduly favourable rating for Cyprus, since indicator 8 (involuntary part-time 
employment) reflects the low level of part-time employment opportunities in Cyprus 
relative to total employment.  

In growth, the aggregate score is -2, as shown is Table 1.4.6. This score should retreat 
more if we consider that indicator 4 should be interpreted in the opposite direction.  

1. 4.C. General evaluation of the policy area 

Employment in Cyprus is protected by the job protection laws surveyed in Appendix 
A4. Temporary employment is not desirable in general since there is a preference 
towards permanent positions of employment. The same holds for part-time 
employment despite the fact that the performance of Cyprus in this indicator is very 
good. As previously commented, the involuntary part-time employment indicator might 
be misleading. 
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1.5. Policies increasing working time 

Policies increasing working time cover a number of different policies. A first strand of 
relevant policy measures may emerge either from legislative processes or as the 
outcome of the bargaining process between social partners. These measures could 
relate to the regulation of over-time (such as legal ceilings and over-time rate), of daily 
working time or of public holidays. A second series of measures concerns incentives or 
disincentives, provided by the tax system, to work longer. A third aspect concerns 
working conditions (e.g. the rate of serious or fatal accidents at work); more safe and 
pleasant conditions could provide an incentive to work longer hours. Average working 
hours have been on a trend decline in all developed countries and have reduced the 
contribution of labour utilization to growth.  

1.5.1. Low-wage (poverty) trap: disincentives to work longer or earn more (One-
earner couple with two children) 

Description: The indicator represents the marginal effective tax rate on labour income 
taking into account the combined effect of increased taxes on labour and in-work 
benefits withdrawal as one increases the work effort (increased working hours or moving 
to a better job). It is calculated as the ratio of change in personal income tax and 
employee contributions plus change (reductions) in benefits, divided by increases in 
gross earnings, using "discrete" income changes from 34-66% of AW.   

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: EMCO (Employment Committee)/ STRIND45 (Structural Indicators) 

Data source: The data are not collected but estimated on the basis of a widely 
acknowledged model developed by the OECD. 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   57.72 74.14 56.92 55.9 110 109 115 
EU15   54.77 55.81 60.88 59.14 62.09 64.12  

LAF Maquette, May 2009 

                                                 
45 http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=TSIEM060 
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Comments on data:  

Low-wage trap data for Cyprus vary and we cannot identify a trend. Moreover, there is 
an enormous gap between the values for the period 2001-2004 and the period 2005-
2007. This indicator is calculated in a similar way as the unemployment or the inactivity 
trap indicators; thus similar questions on the calculations apply. For the low-wage trap 
indicator there is an enormous increase from 2005 onwards, which probably reflects an 
increase in social assistance benefits for dependents. See more information in Appendix 
A2. 

Time coverage: 2001-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 1: Low-wage (poverty) trap: one-earner couple with two children  

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 115.0 -14 9.5 -30 -- -- 

EU15 64.1   1.87    
St.dev. 37.2   1.80    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

The performance of Cyprus in this indicator is evaluated as poor (double negative) in 
terms of levels and growth.  

The poverty trap indicators give strange results for Cyprus. Since the calculations are 
not clearly described, we cannot investigate this further.  
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1.5.2. Low-wage (poverty) trap  : disincentives to work longer or earn more 
(Single person with no children) 

Description: It represents the marginal effective tax rate on labour income taking into 
account the combined effect of increased taxes on labour and in-work benefits 
withdrawal as one increases the work effort (increased working hours or moving to a 
better job). It is calculated as the ratio of change in personal income tax and employee 
contributions plus change (reductions) in benefits, divided by increases in gross 
earnings, using the "discrete" income changes from 34-66% of AW.   

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: EMCO/STRIND46 

Data source: The data are not collected but estimated on the basis of a widely 
acknowledged model developed by the OECD. 

Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   7.17 7.17 -9.53 6.30 6 6 6.00 
EU15   48.34 48 47.93 46.8 47.2 49.7  

LAF Maquette, May 2009 

Comments on data:  

There is possibly a mistake in the calculations for 2003 in the Maquette since there is no 
negative value for other countries.    

Time coverage: 2001-2007 

Geographical coverage: 27 MSs 

                                                 
46 http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=TSIEM060 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: Low-wage (poverty) trap: single person with no children 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 6.0 30 -0.2 8 ++ + 

EU15 49.7   0.26    
St.dev. 14.0   0.57    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

Cyprus has the lowest values for the low-wage trap for single persons with no children 
among the 27 MSs. Since this indicator means bad performance for a country, the 
performance of Cyprus is evaluated as good (double positive) in levels and fairly good 
(positive) in growth.  

The poverty trap indicators give strange results for Cyprus. Since the calculations are 
not clearly described, we cannot investigate this further.  

1.5.3. Low-wage trap for second-earner income (first earner: 67% APW; second 
earner: 33% to 67%) 

Description: It represents the marginal effective tax rate on labour income faced by the 
second earner income taking account the combined effect of increased taxes on labour 
and in-work benefits withdrawal as one increases the work effort (increased working 
hours or moving to a better job). It is assumed that, as a result of the increased work 
effort, the first earner makes 67% of APW and the second earner goes from 33% to 67% 
of APW. 

(-) An algebraically low value is desirable 

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: N/A 
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Data values for Cyprus (): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       6.30 6.30 6.30 
EU15          

LAF Maquette, May 2009 

Time coverage: 2001-2007 

Geographical coverage:  25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Low-wage trap for second-earner income 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 6.3 28 0.0 5 ++ + 

EU15 39.0   0.34    
St.dev. 11.5   0.69    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant - correlated with other indicators 

General comments 

Cyprus has the lowest values for the low-wage trap for second earner income among the 
27 MSs. As a result the performance of Cyprus in this indicator is good (double positive) 
in levels and fairly good (positive) in growth.    

The poverty trap indicators give strange results for Cyprus. Since the calculations are 
not clearly described, we cannot investigate this further.  
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1.5.4. Weekly usual working time (men) 

Description: This indicator measures the average number of hours usually worked per 
week, defined as the sum of weekly hours worked by full-time employees divided by the 
number of full-time employees. 

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A  

Data values for Cyprus (hours): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 41.3 41.1 40.4 40.4 40.5 40.8 40.6 40.3 40.40 
EU15 41.10 41.00 40.90 40.70 40.80 41.00 41.10 41.20 41.20 

LAF Maquette, May 2009 

Comments on data 

The values in the Maquette slightly underestimate the values provided by Eurostat or 

Cystat. Corrected data follow. 

Corrected Data values for Cyprus47: 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY* 43.8 43.9 42.9 42.9 43.3 43.8 43.8 43.2 42.9 

* Notes: Data values from Eurostat48. The same values are provided in CYSTAT 

Eurostat, CYSTAT  

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

                                                 
47 http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database 
 
48 Data source: Random sample survey of persons in private households. The data collected via personal 
visits, telephone interviews and self-administered questionnaires. Part of the data can be supplied by 
equivalent information from alternative sources, including administrative registers, provided the data 
obtained are of equivalent quality. 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Weekly usual working hours (men) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 40.4 -6 -0.3 -13 - -- 

CY* 42.9 12 -0.3 -12 ++ -- 
EU15 41.2   0.03    
St.dev. 1.4   0.23    
*Indicates the new score based on the corrected data provided above. 

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Comparability and reliability (excluded 
days off)  

General comments 

According to Maquette data the performance of Cyprus in this indicator is evaluated as 
fairly poor (negative) in levels and poor (double negative) in growth. However, from the 
data provided by Eurostat and CYSTAT the average weekly usual working time for men 
is higher. After correcting, the performance evaluation changes from fairly poor to good 
(double positive) in levels, while the growth score remains double negative. 

1.5.5. Weekly usual working time (women) 

Description: The indicator measures the average number of hours usually worked per 
week defined as the sum of hours worked by full-time employees divided by the number 
of full-time employees. 

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A 
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Data values for Cyprus (hours): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 40 39.8 39.6 39.6 39.6 39.9 39.6 39.4 39.6 
EU15 39.00 38.90 38.80 38.60 38.70 38.80 38.90 39.00 39.00 

LAF Maquette, May 2009 

Corrected Data values for Cyprus49: 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY* 40.7 40.5 40.3 40.1 40.2 40.5 40.2 40 40 

* Notes: Data values from Eurostat50. The same values are provided in CYSTAT 

Eurostat, CYSTAT 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Weekly usual working time (women) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 39.6 5 -0.1 -8 + - 

CY* 40.0 9 -0.2 -13 + -- 
EU15 39.0   0.00    
St.dev. 1.2   0.16    
*Indicates the new score using the corrected data provided above. 

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Comparability and reliability (excluded 
days off)  

                                                 
49 http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database 
 
50 Data source: Random sample survey of persons in private households. The data collected via personal 
visits, telephone interviews and self-administered questionnaires. Part of the data can be supplied by 
equivalent information from alternative sources, including administrative registers, provided the data 
obtained are of equivalent quality. 
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General comments 

According to Maquette data, the performance of Cyprus in this indicator is evaluated as 
fairly good (positive) in levels and fairly poor (negative) in growth. However, using data 
provided by Eurostat and CYSTAT the average weekly usual working time for women is 
higher. The performance evaluation remains good in levels but the score rises from 5 to 
9. In terms of growth though, it changes from fairly poor to poor.  

1.5.6. Annual average working time 

Description: Effective annual working time per employed person, which is computed as 
the ratio of the total number of hours worked in the economy to total employment. 

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A  

Data values for Cyprus (hours): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1923.68 1947.16 1923.88 1913.25 1875.38 1849.39 1861.15 1857.41 
EU15  1677.40 1669.74 1653.71 1645.61 1648.15 1643.70 1641.53  

LAF Maquette, May 2009 

Corrected Data values for Cyprus51: 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*  2215.2 2173.6 2168.4 2184 2204.8 2199.6 2173.6 2168.4 
* Notes: Data values from Eurostat52 and CYSTAT 

Eurostat, CYSTAT 

Comments on the data: 

There is a significant difference between the values provided by Eurostat and those 
included in the Maquette. Cystat data is identical to the Eurostat data, which increases 

                                                 
51 http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database 
Annual average working time is calculated by multiplying the weekly average working time with 52.  
52 Data source: LFS. Part of the data can be supplied by equivalent information from alternative sources, 
including administrative registers, provided the data obtained are of equivalent quality. 
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their reliability. Since the data source is not included in the information given, we cannot 
explain the data differences.  

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Annual average working time 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 1857.4 12 -0.5 -6 ++ - 

CY* 2168.4 30 -0.3 3 ++ = 
EU15 1641.5   -0.36    
St.dev. 175.8   0.22    

LAF Maquette, May 2009 

Aggregation weight: 100% (wider list indicator) 

General comments 

According to Maquette data, the performance of Cyprus in annual average working time 
is evaluated as good (double positive) in levels and fairly poor (negative) in terms of 
growth. After replacing the data in the Maquette with the alternative data, available by 
Eurostat and CYSTAT, the score on level rises from 12 to 30 and the performance on 
growth changes from fairly poor to neutral. This is an important change and data need to 
be corrected. 

From a welfare, methodological percpective, higher hours worked per person indicate a 
cost in terms of leisure. Thus, a positive value for this indicator is not a “good thing”. 
Also, it may indicate a smaller number of people employed.  
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1.5.7. Share of over-time workers (men) 

Description: Share of employees for whom the number of hours actually worked exceeds 
the number of hours usually worked due to over-time as a percentage of all employees. 

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  2.2 4.5 3.4 3.2 6.5 3.3 3.5 4.2 
EU15  6.4 7.0 5.0 5.3 5.5 6.9 6.6 6.9 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Share of over-time workers (men) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.2 -7 22.4 2 - = 

EU15 6.9   2.42    
St.dev. 3.8   107.98    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Comparability and reliability (only paid 
over-time), Redundant – Correlated with other indicators 
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General comments 

The performance of Cyprus in share of over-time men workers is evaluated as fairly poor 
(negative) in levels and neutral in growth. It is worth noting that unpaid over-time, 
becomes more popular in many countries especially in the private sector. 

From a methodological perspective, more over-time may indicate a lower number of 
people employed. If so, this would not be a preferred institutional arrangement. 

1.5.8. Share of over-time workers (women) 

Description: This indicator measures the share of employees for whom the number of 
hours actually worked exceeds the number of hours usually worked due to over-time as 
a percentage of all employees. 

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.84 2.57 1.62 2.13 3.10 1.49 1.92 2.22 
EU15  3.76 4.11 3.10 3.26 3.43 4.60 4.21 4.41 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs  
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Share of over-time workers (women) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 2.2 -11 10.3 1 -- = 

EU15 4.4   3.65    
St.dev. 2.0   56.86    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Comparability and reliability (only paid 
over-time), Redundant – Correlated with other indicators 

General comments 

The performance of Cyprus in the share of over-time women workers is evaluated as 
poor (double negative) in levels and neutral in growth. 

Please see comment in indicator 1.5.7. 

1.5.9. Serious accidents at work 

Description: This index shows the evolution of the incidence rate of serious accidents at 
work in comparison to 1998 (= 100). The incidence rate = (number of accidents at work 
with more than 3 days' absence that occurred during the year/number of persons in 
employment in the reference population) x 100 000. An accident at work is a discrete 
occurrence in the course of work that leads to physical or mental harm. This includes 
accidents in the course of work outside the premises of his/her business, even if caused 
by a third party, and cases of acute poisoning. It excludes accidents on the way to or 
from work, occurrences having only a medical origin, and occupational diseases. 

(-) An algebraically low value is desirable  

Indicator type: Performance indicator 

Indicator Source: EMCO, STRING/Employment 
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Data source: European Statistics on accidents at work (ESAW). The data sources are 
administrative registers (mainly Labour Inspection, Social Security, Public Health 
Institute and business registers) or statistical business surveys53. 

Other data info: For Cyprus the reference year is 1999.  

Data values for Cyprus (index): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 100 112 112.00 92.00 103.00 103.00 97.00   
EU15 100.00 98.00 94.00 86.00 81.00 78.00 76.00   

LAF Maquette, May 2009 

Time coverage: 1999-2005 

Geographical coverage: 27 MSs  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 9: Serious accidents at work 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 97.0 -18 -3.0 -8 -- - 

EU15 76.0   -4.4    
St.dev. 12.0   1.75    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Limited geographical coverage. 
Redundant – correlated with other indicators 

General comments 

The incidence rate of serious accidents at work is very high in Cyprus compared to the 
EU15 average. The performance of Cyprus in this indicator is evaluated as poor (double 
negative) in levels and fairly poor (negative) in growth.  

                                                 
53 http://epp.eurostat.ec.europa.eu/portal/page/portal/structural_indicators/indicators/employment 
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In Table 1.5.1 below we provide some further information for Cyprus on non-fatal 
accidents at work for the period 2004-2008. The table indicates that accidents are most 
common in manufacturing and construction. 

 Table 1.5.1: Injured persons in occupational non-fatal accidents, 2004-2008 

Economic activity 2004 2005 2006 2007 2008 
Agriculture, hunting, forestry and fishing 53 56 46 47 49 
Mining and quarrying 20 11 11 13 17 
Manufacturing 633 605 522 518 546 
Electricity, gas and water supply 28 28 18 19 13 
Construction 592 573 534 559 644 
Wholesale and Retail trade; Repair of motor vehicles, 
motorcycles and personal and household goods 

272 289 287 274 299 

Hotels and restaurants 256 262 331 327 333 
Transport, storage and communication 100 110 94 112 127 
Financial intermediation, real estate, renting and business 
activities 

46 55 44 46 49 

Public administration and defense; Compulsory social security 77 104 105 80 112 
Education 6 14 10 14 15 
Health and social work 10 10 26 31 33 
Other community, social and personal service activities 65 45 60 40 16 
Private households with employed persons - - 1 - 14 

Total 2158 2162 2089 2080 2267 

Source: CYSTAT and Ministry of Labour and Social Insurance of Cyprus (Department of Labour 

Inspection) 

http://www.pio.gov.cy/mof/cystat/statistics.nsf/All/97FB6DDA16A0C8FCC22574E400309CF4/$file/LABOUR

_STATISTICS_2006.pdf?OpenElement 

http://www.mlsi.gov.cy/mlsi/dli/dli.nsf/All/4EFA2D62AF82A5E0C2256E5200000F90?OpenDocument&t=d&e= 
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1.5.10.  Fatal accidents at work 

Description: This index shows the evolution of the incidence rate of fatal accidents at 
work in comparison to 1998 (= 100). The incidence rate = (number of fatal accidents at 
work that occurred during the year/ number of persons in employment in the reference 
population) x 100 000. An accident at work is a discrete occurrence in the course of work 
that leads to physical or mental harm. This includes accidents in the course of work 
outside the premises of one's business, even if caused by a third party, and cases of 
acute poisoning. It excludes accidents on the way to or from work, occurrences having 
only a medical origin, and occupational diseases. Fatal road traffic accidents and other 
transport accidents in the course of work are also excluded. 

(-) An algebraically low value is desirable  

Indicator type: Performance indicator 

Indicator Source: EMCO, STRIND/Employment 

Data source: ESAW. The data sources are administrative registers (mainly Labour 
Inspection, Social Security, Public Health Institute and business registers) or statistical 
business surveys54. 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 100 46 62 107 83 92 66   
EU15 91.00 88.00 85.00 80.00 78.00 75.00 74.00   

LAF Maquette, May 2009 

Comments on data: 

According to Eurostat, for LU, CY AND MT, the number of fatal accidents is so low that 
the index is of little significance. This explains the big variation across years. 

Time coverage: 1999-2005 

Geographical coverage: 27 MSs 

 

                                                 
54 http://epp.eurostat.ec.europa.eu/portal/page/portal/structural_indicators/indicators/employment 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 10: Fatal accidents at work 
 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 66.0 4 4.0 -22 = -- 

EU15 74.0   -2.8    
St.dev. 19.2   3.10    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical - Limited geographical coverage, 
Redundant – correlated with other indicators 

General comments 

The incidence rate of fatal accidents at work is around the EU15 average. Cyprus 
performs poorly in growth (double negative) and neutral in levels. This index indicator is 
not particularly useful for Cyprus since the number of fatal accidents is very low. In Table 
1.5.2 below, we provide data on fatal accidents at work for Cyprus, in the period 2004-
2008. 

 Table 1.5.2: Injured persons in occupational fatal accidents, 2004-2008 
Economic activity 2004 2005 2006 2007 2008 

Agriculture, hunting, forestry and fishing   1 2 1 
Mining and quarrying 1     
Manufacturing 5 2 3 3 4 
Electricity, gas and water supply      
Construction 6 6 9 4 5 
Wholesale and Retail trade; Repair of motor vehicles, 
motorcycles and personal and household goods 

1 3 2 2 1 

Hotels and restaurants 1 1 1 1  
Transport, storage and communication    2 1 
Financial intermediation, real estate, renting and 
business activities 

  1   

Public administration and defense; Compulsory social 
security 

 1  1  

Education      
Health and social work      
Other community, social and personal service activities   1   
Private households with employed persons      
Total 14 13 18 15 12 

Sources: Labour Statistics 2006, CYSTAT and Ministry of Labour and Social Insurance of Cyprus, 

Department of Labour Inspection, 

Link:http://www.mlsi.gov.cy/mlsi/dli/dli.nsf/All/4EFA2D62AF82A5E0C2256E5200000F90?OpenDocument&t=d&e=
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1.5. A. Indicator Evaluation for policy area “Policies increasing working time” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.5.3: Indicator Evaluation for policy area “Policies increasing working time” 

Indicator Weight 
No data 

available for 
Cyprus in the 

Maquette 

Incorrect/ 
inaccurate 

data for 
Cyprus 

Not 
representative/ 
useful indicator 

for Cyprus 

Insufficient 
description/ 

unclear 
computation 

procedure 

Inappropriate 
indicator for this 

policy area 

Possible 
improvement

s for the 
indicator 

Narrow List Indicators:         
1. Low-wage poverty trap (one-
earner couple with 2 children) 0.25      

2. Low-wage poverty trap (single 
person no children) 0.25    

Insufficient 
description/ 

unable to replicate   

6. Annual average working time 
0.5  

Data provided 
by Eurostat  
and differ 

  
Ambiguous: More 

hours of work, imply 
lower welfare 

 

Wider List Indicators:        

3. Low-wage trap for second earner 
income ( 67%AWP, second earner 
33% to 67%) 

    
Insufficient 
description/ 

unable to replicate 
  

4. Weekly usual working time (men)      
5. Weekly usual working time 
(women)   

Data provided 
by Eurostat  
and differ    

7. Share of over-time workers –men       
8. Share of over-time workers- 
women      

Ambiguous: More 
hours of work, imply 

lower welfare 
 

9. Serious accidents at work       
10. Fatal accidents at work    

Very small number 
of accidents- index 
not useful for CY 
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1.5. B. Aggregate Scores on “Policies increasing working time” 

To calculate the aggregate score both in levels and changes, we calculate the weighted 
average of the indicators included in the narrow list given the aggregation weights 
specified. 

Table 1.5.4: Policies increasing working time – Aggregate scores on levels 
Indicators Low-wage 

(poverty) trap: 
disincentives to 
work longer or 
earn more (One-
earner couple with 
two children) 

Low-wage trap: 
disincentives to 
work longer or 
earn more 
(Single person 
with no 
children) 

Annual 
average 
working time 

Aggregat
e score 

Indicator type policy Performance performance  
Weights 0.25 0.25 0.50  
CY -13.69 30 12.28 10.2 
CY* -13.69 30 29.97 19.1 
EU15 64.1 49.7 1641.5  
std-dev 37.2 14.0 175.8  
Gap EU15-EU27 8.2 2.8 -25.0  
Gap EU15-Five best -30.3 -16.3 -397.2  
Gap EU15-EU5 -17.7 -12.0 61.9  
CY* = According to data values from Eurostat and CYSTAT for Annual average working time 

LAF Maquette, May 2009 

Table 1.5.5: Policies increasing working time – Aggregate scores on growth rate 
Indicators Low-wage 

(poverty) trap: 
disincentives to 
work longer or 
earn more (One-
earner couple with 
two children) 

Low-wage trap: 
disincentives to 
work longer or 
earn more 
(Single person 
with no 
children) 

Annual 
average 
working time 

Aggregat
e score 

Indicator type policy performance performance  
Weights 0.25 0.25 0.50  
CY -30 8.08 -6.20 -9 
CY* -30 8.08 2.70 -4 
EU15 1.9 0.3 -0.4  
std-dev 1.8 0.6 0.2  
Gap EU15-EU27 1.0 -0.1 0.0  
Gap EU15-Five best -1.3 -1.4 -0.6  
Gap EU15-EU5 1.8 -0.4 -0.1  
CY* = According to data values from Eurostat and CYSTAT for Annual average working time 

LAF Maquette, May 2009 

Comments 

The performance of Cyprus in this policy area is positive in levels and negative in 
growth. The indicators included in the narrow list are not described with sufficient detail 
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and hence we are not in a position to comment on the results. Moreover, the indicator 
annual average working time is underestimated due to incorrect data. This should be 
corrected since it affects the aggregate score significantly (from 19.1 to 10.2).  

1.5. C. General evaluation of the policy area 

Increasing working time is considered another way to increase labour supply, although 
from a welfare perspective, higher hours worked indicate a cost in terms of leisure and 
perhaps imply a smaller number of people employed. Hence, the interpretation of 
indicators in this policy area should be made with caution. 

Data for Cyprus on working hours are underestimated in the Maquette. This needs to be 
corrected.  In addition, accidents at work are very high for Cyprus compared to the EU 
countries. As noted in Appendix A5, the government started planning measures to 
promote safety at work. The implementation of these measures should continue until all 
work is carried out according to the safety rules.  

The indicators in section 1.5 are based on full-time equivalents and do not take into 
account flexible forms of employment. In Cyprus, more flexible forms of employment are 
relatively scarce. Cyprus can further increase working time by promoting flexible hours of 
work. This will not only increase working time but will also make time at work perhaps 
more efficient and increase productivity.  
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1.6. Specific labour supply measures for women 

Labour supply measures for women aim at encouraging women to enter the labour 
market or remain economically active. A couple of policy areas are involved (i.e. pension 
systems, retirement schemes, interplay of tax and benefit) to help women combine work 
and private life.  

These measures affect growth positively by increasing labour participation of women 
and decreasing female unemployment. Firstly, measures that reconcile work and family 
(maternity leave, part-time work, childcare subsidies) reduce the opportunity cost of 
employment and hence increase female labour supply. Additionally, the tax system 
distorts the labour market participation decision of married women, who are more heavily 
taxed as second earners in many EU countries. So removing the tax distortion and 
disincentive to work for the second member of the couple, could increase labour 
participation of women. Moreover, reduction in the gender wage gap might help in rising 
female participation, although its magnitude should not be overstated. Higher education 
is no doubt a factor that, along with broader cultural changes on the position of women in 
society, has enabled women to opt increasingly for market employment. Improved 
education may also increase returns to professional experience, as more women access 
higher responsibilities and more qualified occupations. Finally, improvements in the 
general market conditions will lead to growth and could encourage women to enter the 
labour force. 

1.6.1. Childcare (0-2 years) for less than 30 hours  

Description: Children aged 0-2 cared for less than 30 hours per usual week (by formal 
arrangements other than by the family), as a proportion of all children of the same age 
group.  

Formal arrangements refer to the EU-SILC survey reply categories 1-4 
organized/controlled by a public or private structure (pre-school or equivalent, 
compulsory education, centre-based services outside school hours, a collective crèche 
or another day-care centre, including family day-care).  

Childcare indicators provide insights on the coverage of the childcare systems, which is 
a major factor helping to reconcile family life and private life. (The higher the childcare 
system coverage is, the higher the labour participation of women is likely to be).  

(+) A high value is desirable.  
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Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU SILC (Community Statistics on Income and Living Conditions) 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       7 7  
EU15       17.00 16.00  

LAF Maquette, May 2009 

Time coverage: 2005-2006 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 1: Childcare (0-2 years) for less than 30 hours 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 7.0 -10 0.0 1 - = 

EU15 16.0   -1.00    
St.dev. 9.1   7.35    
Note: The score on growth is based on the 2005-2006 difference only. 

LAF Maquette, May 2009 

Aggregation weight: 75% (narrow list indicator) 

General comments 

Children aged 0-2, cared for less than 30 hours a week (by formal arrangements other 
than family), are fewer in Cyprus compared to the EU15 countries. Cyprus performs 
fairly poorly (negative) in levels and neutral in growth.  

This might be related to part-time employment opportunities. Since full-time employment 
is around 40 hours per week, women that need less than 30 are usually women that 
work part-time which is not very popular in Cyprus. It could also be the case that 
childcare by family members (e.g. grandparents) is more common in Cyprus, especially 
for children aged 0-2 years. 
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1.6.2. Childcare (0-2 years) for 30 hours and more  

Description: Children aged 0-2 years, cared for more than 30 hours per usual week (by 
formal arrangements other than family) as a proportion of the total number of children in 
the same age group.  

Formal arrangements refer to the EU-SILC survey reply categories 1-4 
organized/controlled by a public or private structure (pre-school or equivalent, 
compulsory education, centre-based services outside school hours, a collective crèche 
or another day-care centre, including family day-care).  

(+) A high value is desirable. 

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU SILC  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       12.0 18.0  
EU15       13.0 13.0  

LAF Maquette, May 2009 

Time coverage: 2005-2006 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: Childcare (0-2 years) for 30 hours and more 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 18.00 5 6.00 30 + ++ 

EU15 13.00   0.00    
St.dev. 9.70   1.91    

LAF Maquette, May 2009 

Aggregation weight: 75% (narrow list indicator) 
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General comments 

Children aged 0-2 cared for more than 30 hours a week by formal arrangements other 
than by the family, as a proportion of all children of the same age group are more in 
Cyprus compared to the EU15 countries. Cyprus is performing well in this indicator in 
terms of levels and growth.  

1.6.3. Childcare (3 years to compulsory school age) for less than 30 hours  

Description: Children aged 3 years to compulsory school age cared for less than 30 
hours a usual week (by formal arrangements other than family) as a proportion of all 
children of the same age group.  

(+) A high value is desirable. 

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU-SILC 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       42.00 50.00  
EU15       49.00 49.00  

LAF Maquette, May 2009 

Time coverage: 2005-2006 

Geographical coverage:  25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Childcare (3years to compulsory school age) for less than 30 hours 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 50.0 1 8.00 6 = + 

EU15 49.0   0.00    
St.dev. 18.1   13.32    

LAF Maquette, May 2009 
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Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

General comments 

The rate for Cyprus is near the EU15 average for this indicator. Thus, the performance 
of Cyprus is evaluated as neutral in levels and fairly good (positive) in growth.  

Children aged 3 - 5 8/12 that attend public pre-primary schools in Cyprus fall under the 
category of less than 30 hours a week, since the school works 7:45am – 1:05pm (26 
hours per week). Community public schools can offer up to 33 hours per week for 
working parents. See Appendix A6 for more details. 

1.6.4. Childcare (3 years to compulsory school age) for 30 hours and more  

Description: Children aged 3 years to compulsory school age cared for more than 30 
hours a usual week (by formal arrangements other than by the family) as a proportion of 
all children of the same age group.  

(+) A high value is desirable. 

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU SILC 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       43 37  
EU15       39 41  

LAF Maquette, May 2009 

Time coverage: 2005-2006 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Childcare (3 years to compulsory age) for 30 hours and more 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 37.0 -2 -6.0 -22 = -- 

EU15 41.0   2.00    
St.dev. 18.2   3.70    

LAF Maquette, May 2009 

Aggregation weight: 75% (narrow list indicator) 

General comments 

The performance of Cyprus in this indicator is neutral in levels, but poor (double 
negative) in growth. This is possibly explained by a small sample of the survey so the 
poor growth score should be ignored. Childcare in Cyprus above 30 hours per week 
includes some public community schools (33 hours) and private schools.  

1.6.5. Childcare (compulsory school age up to 12 years) for less than 30 hours 

Description: Children aged from compulsory school age up to 12 years cared for less 
than 30 hours a usual week (by formal arrangements other than by the family) as a 
proportion of all children of the same age group.  

(+) A high value is desirable. 

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU SILC 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       54 67  
EU15       41.00 39.00  

LAF Maquette, May 2009 

Time coverage: 2005-2006 
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Geographical coverage: 25 MSs (except Bulgaria and Romania)  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Childcare (compulsory school age up to 12 years) 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 67.0 12 13.0 28 ++ ++ 

EU15 39.0   -2.00    
St.dev. 22.6   5.33    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

General comments 

The proportion of children aged between compulsory school age up to 12 years cared 
for less than 30 hours, is over the EU15 average. This implies good performance 
(double positive) in terms of levels and growth. 

Younger elementary school children go to school between 7:45am – 1:05pm which sums 
up to 26 hours a week.  

1.6.6. Childcare (compulsory school age up to 12 years) for 30 hours and more  

Description: Children aged from compulsory school age up to 12 years cared for more 
than 30 hours a usual week (by formal arrangements other than by the family) as a 
proportion of all children of same age group.   

(+) A high value is desirable. 

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU SILC  
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       46.00 33.00  
EU15       57.00 55.00  

LAF Maquette, May 2009 

Time coverage: 2005-2006 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Childcare (compulsory school age up to 12 years) for 30 hours and 
more 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 33.0 -10 -13.0 -12 - -- 

EU15 55.0   -2.00    
St.dev. 22.4   9.07    

LAF Maquette, May 2009 

Aggregation weight: 75% (narrow list indicator) 

General comments 

Cyprus performs fairly poorly (negative) in levels and poorly (double negative) in growth. 

Note that the rates here complement the percentage for childcare less than 30 hours. 
This is because young children go to school slightly less than 30 hours per week while 
older children slightly above.  

The difference between 2005, 2006 is not reliable and it is probably due to the small 
sample in EU SILC. This is concluded after observing that the indicator values here are 
complementary to the previous indicator (less than 30 hours a week). Therefore, growth 
here should be ignored.   
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1.6.7. Number of months of maternity/paternity/parental leave with benefits 
replacing at least 2/3 of salary  

Description: Measures the number of months of maternity/ paternity/ parental leave with 
benefits replacing at least 2/3 of salary. It plays also a role in reconciling family and 
professional life just after the birth.  

(+) A high value is desirable. The longer they are the smaller is the incentive to interrupt 
one's career and to leave the labour market after child birth. 

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: N/A 

Data values for Cyprus (number of months): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       4.0   
EU15       4.1   

LAF Maquette, May 2009 

Time coverage: 2005 

Geographical coverage: 24 MSs (except Bulgaria, Hungary and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Number of months of maternity/paternity/parental leave with benefits 
replacing at least 2/3 of salary 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 4.0 0 N/A  N/A = N/A 

EU15 4.1   N/A    
St.dev. 2.6   N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 
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General comments 

The duration of maternity leave in Cyprus is the same as the EU15 average. The 
performance of Cyprus in this indicator is neutral in levels. See Appendix A6 for more 
details.  

1.6.8. Inactivity trap for the second member of a couple  

Description: The marginal effective tax rate on labour income for a second member of a 
couple moving from social assistance to work. The wage level of the first earner is fixed 
at 67% of the APW, while the wage level of the second earner is 33% AW, for a couple 
with 2 children.  

(-) An algebraically low value is desirable. 

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: N/A  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       6.30 6.30 6.30 
EU15          

LAF Maquette, May 2009 

Comments of data:  

- Data values for Cyprus are not available for the years 2001-2004, possibly 
because Cyprus was neither an EU member nor an OECD member during that 
period.  

- It is unclear how this indicator is calculated. The 2007 social assistance benefit 
for someone with no dependents was set at 362 euro per month. The Social 
Security contribution rate was 6.3% on earnings in 2007, while there was no 
income tax for individuals with annual income less than 18,470 euro.  

Time coverage: 2001-2007 

Geographical coverage: 25 MSs (except Bulgaria and Romania) 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Inactivity trap for the second member of a couple 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 6.3 15 0.0 -1 ++ = 

EU15 30.2   -0.24    
St.dev. 16.4   1.59    

LAF Maquette, May 2009 

Aggregation weight: 150% (narrow list indicator) 

General comments 

Cyprus has the lowest values in the inactivity trap indicator for the second earner of a 
couple among the 27 MSs. As a result, the performance of Cyprus in this indicator is 
good (double positive) in levels and neutral in growth.     

Given the uncertainty expressed above as to how the formulae were used to establish 
the numbers in the Maquette, we are not in a position to comment on the results stated. 

1.6.9. Low-wage trap for second-earner income (first earner: 67% APW; second 
earner: 33% to 67%) 

Description: The marginal effective tax rate on labour income faced by the second 
earner income taking into account the combined effect of increased taxes on labour and 
in-work benefits withdrawal as one increases the work effort (increased working hours or 
moving to a better job). It is assumed that, as a result of the increased work effort, the 
first earner makes 67% of APW and the second earner goes from 33% to 67% of APW.  

(-) An algebraically low value is desirable. 

Indicator type: Policy indicator 

Indicator Source: ECFIN/OECD 

Data source: N/A  
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       6.30 6.30 6.30 
EU15          

LAF Maquette, May 2009 

Comments of data:  

- Data values for Cyprus are not available for the years 2001-2004, possibly 
because Cyprus was neither an EU member nor an OECD member during that 
period. 

- The calculation of this indicator is unclear. 

Time coverage: 2001-2007 

Geographical coverage:  25 MSs (except Bulgaria and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 9: Low-wage trap for second-earner income 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 6.3 28 0.0 5 ++ + 

EU15 39.0   0.34    
St.dev. 11.5   0.69    

LAF Maquette, May 2009 

Aggregation weight: 150% (narrow list indicator) 

General comments 

Cyprus has the lowest values for the low-wage trap for second-earner income among 
the 27 MSs. As a result, the performance in this indicator is good (double positive) in 
levels and fairly good (positive) in growth.    

The calculations are not clearly described for the low-wage trap indicators. Hence, we 
cannot investigate this further.  
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1.6.10. Life-long learning for women  

Description55: Measures the members of the female population aged 25 to 64 who stated 
that they received education or training in the four weeks preceding the survey 
(numerator). The denominator consists of the total population of the same age group, 
excluding those who did not answer to the question “participation to education and 
training”. The information collected relates to all education or training whether or not 
relevant to the respondent's current or possible future job.  

LLL activities can prevent the deterioration of human capital due to fast technological 
progress. Their role is increasing in the context of globalization and the need for greater 
flexibility of the workforce. They can be seen as a useful part of the “flexicurity” 
approaches with their emphasis on active labour market policies. 

(+) A high value is desirable. 

Indicator Type: Policy indicator 

Indicator source: EMCO (Employment Committee) / STRIND 

Data source: EU Labour Force Survey 

Other data info56: The data have some serious comparability issues, because of both 
changes in the survey questions for some countries57, as well as changes in the 
reference period58. Estimations are performed by Eurostat in case of outliers or missing 

                                                 
55http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsiem080 
56 http://epp.eurostat.ec.europa.eu/cache/ITY_SDDS/Annexes/lfsi_edu_a_sm1_an1.htm 
 
57 Due to the implementation of harmonised concepts and definitions in the survey, information on education 
and training lacks comparability with former years: 
·         from 2003 in CZ, DK, EL, IE, CY, HU, NL, AT, SI, FI, SE, NO, CH, from 2004 in BE, LT, IT, IS, MT, 

PL, PT, UK and RO, and from 2005 in ES due to wider coverage of  taught activities  
·         from 2003 in SK  due to restrictions for self-learning  
·         in 2003 and 2004 in DE due to the exclusion of personal interest courses 
·         in 2001 and 2002 in SI due to the exclusion of certain vocational training 
·         1999 in NL, 2000 in PT, 2003 in FR, 2003 in CH  due to changes in the reference period (formerly one 

week preceding the survey; additionally in CH: 12 months for vocational training instead of 4 weeks) 
·         EU15, euro area, EU25 consequently. 
 Due to changes in the survey characteristics, data lack comparability with former years in IT (from 1993), 
PT (from 1998), BE (from 1999), FI (from 2000), SE and BG (from 2001), IE, LV and LT (from 2002), HU 
(from 2003), AT (from 2004). FR data do not cover the overseas departments (DOM). TR: national data.  
 
58 From 27 October 2006, this indicator is based on annual averages of quarterly data instead of one unique 
reference quarter in spring. This improves both the accuracy and reliability of the indicator thanks to a better 
coverage of all weeks of the year and an increased sample size. Annual averages are used for all countries 
except CH from 2005 onwards. Spring data are used between 2000 and 2002 for DE, FR, LU, CY, MT, AT, 
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information in the quarterly series. In case of missing country data, the EU aggregates 
are provided using the closest available year result. 

Data Values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007* 
CY 2.2 3.2 3.4 3.8 8.5 10 6.3 7.8 8.6 
EU-15 8.50 8.50 8.50 8.80 10.50 11.50 12.10 12.10 11.9 
Note: *Indicates EUROSTAT values as shown in Eurostat´s website. The 2007 values are 
available but not yet in the Maquette 

Source: LAF Maquette, June 2008- Eurostat STRIND, April 2009 

Comments on data: 

The percentage of females age 25-64 participating in education and training rises 
sharply in 2003 and 2004, compared to the 2002 value, and falls again substantially in 
2005. We observe two breaks; in 2003 and in 2005. According to the data information 
above, from 2003 onwards the survey questions increased coverage of taught activities 
for Cyprus and some other countries, due to the implementation of harmonised concepts 
and definitions in the survey. Moreover from 2005 onwards, the estimated number for 
Cyprus is no longer the spring quarter value but an annual average of quarterly data. 
This makes the values before 2005 not really comparable among countries or years. 
Moreover, the fact that the data cover participation in LLL four weeks prior to the survey, 
makes the results still  influenced by seasonal effects. 

Time coverage: 1999-2006  

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 10: Life-long learning for women 

Level Growth-change Qualification 
  

  Rate Score on 
level Change Total score on growth 

rate Level Growth rate 
CY 7.8 -4.2 0.8 7 - + 
EU15 12.1   0.5     

Source: LAF Maquette, June 2008 

Aggregation weight: 300% (narrow list indicator) 
                                                                                                                                                 
SE and IS, and for 2003-2004 for DE and CY. The average of the two semi-annual surveys is used for LV 
and LT for 2000-2001 and from 2002 for HR. Before 2000, all results are based on the spring survey. 
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Further investigation on the data 

The rise in 2003 compared to 2002 is possibly due to the fact that from 2003 onwards 
the LLL variable is derived from two variables; “participation in regular education”59 and 
“participation in other taught activities”60. In particular, non-formal activities are included 
in the measurement; while self learning activities are no longer covered (self-learning 
activities cover informal activities). According to the Lifelong learning module EU LFS in 
200361, Cyprus has significantly higher non formal62 LLL activities than the rest of the EU 
countries, which might explain the increase in 2003. See Table 1 below. 

Table 1.6.1: Participation in LLL in the LFS module, Spring 2003 

  Cyprus  EU25 
 Men Women Total Men Women Total 
Formal 1.4 2.8 2.1 4.0 4.9 4.5 
Non formal 20.0 21.2 20.6 16.5 16.4 16.5 
Total 21.4 24.0 22.7 20.5 21.3 21.0 

Source: EUROSTAT, Population and Social Conditions, Education and Training 

On the other hand Cyprus has significantly lower formal education activities. One reason 
that might explain the low formal education participation is that, more than half of the 
students, study abroad and they do not participate in the survey. This can also be 
confirmed by the fact that women in formal education in Cyprus are double the 
corresponding men’s percentage. The percentage of men studying after 25 is expected 
to be higher than women because of the obligatory two year military training for men 
which delays the beginning of their studies for two years and because women after 25 
are more likely to start a family. 

To check the reliability of the LLL values in the LFS survey we also examine the Adult 
Education Survey (AES), which is part of the EU statistics on LLL and was conducted for 
the first time in Cyprus during September-December 2006. This survey collects 

                                                 
59 The actual question is “Student or apprentice in regular education the last 4 weeks”. 
60 The actual question is “Did you attend any courses, seminars, conferences or received private lessons or 
instructions outside the regular education system (mentioned as taught learning activities) within the last 4 
weeks?”. 
61 In view of the limitations of the EU LFS on the lifelong learning aspect, an ad hoc module within the EU 
LFS was conducted on Lifelong learning (LLL) in 2003. The result was a one-of publication covering the year 
2003, with target population all persons in private households aged 25-64 years. 
62 Non formal education and training includes all taught activities outside the official educational stream. 
They do not include self taught activities (termed as informal activities). 
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information regarding the participation in learning activities of the same age group during 
the previous 12 months.  

This is far more representative for LLL compared to the EU Labour Force Survey, which 
covers activities during the past 4 weeks prior to the survey. Table 2 below shows the 
percentage of the corresponding population that participated in LLL activities in 2006. 
The LLL yearly value for women of age 25 to 64, according to AES is 38.2.   

Table 1.6.2: Participation in LLL 12 months prior to the survey in the AES, 2006 (Cyprus) 

 
Participation in formal or non-formal education 

(Lifelong Learning Indicator) 
Age group Men Women Total 
25-34 49.5 57.0 53.2 
35-49 47.8 39.1 43.3 
50-64 30.6 19.9 25.2 
Total 43.0 38.2 40.6 

Source: CySTAT, Population and Social Conditions, Education 

Unfortunately the first AES surveys have been carried out by countries in the EU, EFTA 
and candidate countries between 2005 and 2008 and will be repeated every 5 years, 
which is not sufficient for the needs of the LAF methodology. Other data sources for LLL 
can be found in Appendix 3. 

General comments: 

Data on LLL seem to fluctuate due to changes in the methodology and measurement. In 
general, indicators on LLL derived from data collected from the EU LFS are not 
representative for any country, since it covers participation in LLL activities for only four 
weeks prior to the survey. Most respondents would probably not have participated in any 
activity over this period, limiting the analytical potential of the data, while the results 
would be influenced by seasonal effects. This results in an inaccurate and quite random 
picture about LLL for each MS, but to an extent that may vary by MS.  

There are more reliable sources of EU data on LLL, derived from specialized surveys, 
which are not used by the Commission in the Lisbon Strategy. Although the issue of 
miss-measurement of LLL in the EU LFS is an issue that concerns all MSs, albeit each 
to a different degree, the Commission is using the EU LFS on the grounds of continuity 
in the availability of data. It would give a much more representative picture for all 
countries if the AES data are used to calculate the level score for 2006. To deal with the 
insufficient coverage, which is an issue affecting the calculation of the score in changes, 
we recommend one of the following solutions: 
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(a) Use the AES for the available dates and impute the intermediate values between 
each wave of the survey (a technique used elsewhere in LAF where similar data 
availability issues are faced), or 

(b)  Produce new reliable data on a continuous basis by adding a question in the 
LFS survey. 

Moreover, in the case of Cyprus, the limited participation in formal education is probably 
due to the fact that more than half of the students in formal education study abroad and 
therefore they do not participate in the survey.  

1.6.11. Female employment rate  

Description: Women in employment aged 15-64 as a proportion of total population in the 
same age group.  

(+) A high value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO/STRIND63 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  53.5 57.2 59.1 60.4 58.7 58.4 60.3 62.4 
EU15 53.00 54.10 55.00 55.60 56.20 57.00 57.80 58.80 59.70 

LAF Maquette, May 2009 

Time coverage: 1999-2005 

Geographical coverage: 27 MSs 

                                                 
63 http://epp.eurostat.ec.europa.eu/portal/page/portal/structural_indicators/indicators/employment 



P a g e  | 140 
 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 11: Female employment rate 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 62.4 4 1.3 9 = + 

EU15 59.7   0.84    
St.dev. 7.3   0.49    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The female employment rate in Cyprus is over the EU15 average. The performance of 
Cyprus in this indicator is neutral in levels and fairly good (positive) in growth.  

1.6.12. Gender pay gap in unadjusted form  

Description: It is defined as the difference between men's and women's average gross 
hourly earnings as a percentage of men's average gross hourly earnings (for paid 
employees). The gender pay gap in its unadjusted form is not a reliable measure of pay 
gap, given the potential importance of composition effects.  

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO/STRIND64 

Data source: Annual surveys of wages and salaries. 

Other data info: The Gender Pay Gap for Cyprus is calculated on the basis of the 
average monthly rates of pay extracted from the annual survey of wages and salaries, 
since 1995. The survey covers all size groups (including the enterprises with 1-9 
employees) and collects data for full-time employees in all economic activities of NACE 
Rev.1.1, including the government sector. The specific survey is conducted on a yearly 
basis and has October as the reference period. Information is collected for the 
occupation, gender and the gross earnings and employer’s social contribution paid for 

                                                 
64 http://nui.epp.eurostat.ec.europa.eu/nui/show.do?dataset=earn_gr_hgpg&lang=en 
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each employee in the enterprise.  An indication is also given concerning the age of the 
employee. No information is given concerning the educational status and the 
professional experience of the employees. According to the specific survey, gross 
earnings refer to the total gross annual earnings (i.e. normal plus over-time earnings) for 
actual hours worked, including bonuses paid irregularly during the year. 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 27.0 26.0 26.0 25.0 25.0 25.0 25.0 24.0  
EU15 15.0 16.0 16.0 16.0 16.0 15.0 15.0   

LAF Maquette, May 2009 

Time coverage: 1999-2006 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 12: Gender pay gap in unadjusted form 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 24.0 -17 -0.4 11 -- ++ 

EU15 15.0   0.00    
St.dev. 5.4   0.39    

LAF Maquette, May 2009 

Aggregation weight: 300% (narrow list indicator) 

General comments 

The gender pay gap is larger in Cyprus compared to the EU15 countries. As a result, the 
performance of Cyprus in this indicator is evaluated as poor (double negative) in levels. 
However, we observe a negative trend so the performance in growth is evaluated as 
good (double positive).  

It would be perhaps more useful to measure the gender pay gap by educational 
attainment, in order to determine whether there is discrimination against women. 
Christofides L. and C. Vrahimis (2006) estimate the gender pay gap to be 0.26 log wage 
points in 2002/03. See more information in Section 1.6.C at the end of the policy area 
analysis. 
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1.6.13. Gender segregation in occupations  

Description: Gender segregation in occupations is calculated as the average national 
share of employment for women and men applied to each occupation; differences are 
added up to produce a total amount of gender imbalance presented as a proportion of 
total employment.  

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  28.68 29.53 28.76 28.61 29.55 30.59 29.29 28.88 
EU15  25.82 25.81 25.72 25.91 25.99 25.93 25.94 25.89 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 13: Gender segregations in occupations 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 28.9 -22 0.0 -1 -- = 

EU15 25.9   0.01    
St.dev. 1.4   0.21    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned 
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General comments 

The performance of Cyprus in gender segregation by occupations is poor (double 
negative) in levels and neutral in growth.   

1.6.14. Gender segregation in sectors  

Description: Gender segregation in sectors is calculated as the average national share 
of employment for women and men applied to each sector; differences are added up to 
produce a total amount of gender imbalance presented as a proportion of total 
employment.  

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  18.15 17.49 18.08 18.14 19.53 20.92 19.58 20.11 
EU15  18.13 18.15 18.15 18.35 18.51 18.49 18.68 18.78 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 14: Gender segregations in sectors 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 20.1 -10 0.30 -12 - -- 

EU15 18.8   0.09    
St.dev. 1.30   0.16    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 



P a g e  | 144 
 

Reason excluded from narrow list: Not mentioned 

General comments 

The performance of Cyprus in gender segregation by sector is fairly poor (negative) in 
levels and poor (double negative) in growth.  

1.6.15. Unemployment gender gap  

Description: It is defined as the difference in unemployment rates measured in full-time 
equivalent between men and women in percentage points.  

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  4 2.7 1.6 1.2 2.4 2.20 1.40 1.20 
EU15  2.20 1.90 1.60 1.40 1.50 1.40 1.40 1.40 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 15: Unemployment gender gap 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 1.2 1 -0.40 13 = ++ 

EU15 1.4   -0.11    
St.dev. 1.9   0.21    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 
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Reason excluded from narrow list: Not mentioned  

General comments 

The unemployment gender gap in Cyprus is close to EU15 countries average, so the 
performance of Cyprus in levels is evaluated as neutral. Moreover, we observe a falling 
trend. As a result, Cyprus is performing well (double positive) in terms of growth.   

1.6.16. Employment impact of parenthood  

Description: The employment impact of parenthood represents the difference (in 
percentage points) in employment rates without the presence of any children and with 
the presence of a child aged 0-6, by sex (age group 20-49). It is an ex post indicator of 
the difficulty to reconcile professional life and family life. It should be complemented by 
ex ante indicator of childcare polices. Its merit is its availability from 2000 to 2006.   

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  7.44 5.59 4.46 8.02 7.97 5.05 4.34 2.90 
EU15  12.20 12.59 12.61 12.22 12.36 11.58 11.56 11.85 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 26 MSs (except Serbia) 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 16: Employment impact of parenthood 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 2.9 13 -0.6 14 ++ ++ 

EU15 11.8   -0.05    
St.dev. 6.7   0.42    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Correlation with relevant GDP components  

General comments 

Employment impact of parenthood is lower in Cyprus compared with the EU15 average. 
Since high levels in this indicator are undesirable, the performance of Cyprus is 
evaluated as good (double positive) in terms of levels and growth.  

1.6.17. Employment gender gap in full-time equivalent   

Description: It is defined as the difference in employment rates measured in full-time 
equivalent between men and women (in percentage points).  

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  28.7 25.20 23.20 22.10 23.70 24.70 23.00 20.10 
EU15  25.70 25.30 24.40 23.60 23.20 22.90 22.40 22.40 

LAF Maquette, May 2009 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 17: Employment gender gap in full-time equivalent 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 20.1 4 -1.2 27 + ++ 

EU15 22.4   -0.47    
St.dev. 5.4   0.28    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The employment gender gap in full-time equivalent in Cyprus is below the EU15 
countries average, so the performance of Cyprus in levels is evaluated as fairly good 
(positive). Moreover, we observe a falling trend in this gap so Cyprus performs well 
(double positive) in terms of growth.   

1.6.18. Female part-time workers in percentage of total female employment  

Description: The number of female workers in part-time employment as a percentage of 
total female employment.  

Full-time/part-time distinction in the main job is made on the basis of a spontaneous 
answer given by the respondent in all countries, except for the Netherlands, Iceland, 
Norway65, and Sweden66.  

Note: The indicator is half way between a policy and a performance indicator. Although it 
is very sensitive to legislation on part-time work, it is also influenced by changes in 
mentality regarding the position of women in society. In general, part-time employment is 
seen as an instrument for women to participate in the labour market by making family 
and professional life more compatible. The availability of such a work contract is 
correlated with a high female participation rate, although the causality seems to go both 
ways, and with lower average hours worked per person. 

 (+) A high value is desirable. 

                                                 
65 For these countries, part-time is determined on the basis of whether the usual hours worked are fewer 
than 35, while full-time on the basis of whether the usual hours worked are 35 or more. 
66  The above criterion is applied to the self-employed persons as well. 
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Indicator type: Performance indicator 

Indicator Source: Eurostat67 

Data source: EU LFS series 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 11.1 13.9 12.90 11.30 13.20 13.60 14.00 12.10 10.90 
EU15 33.20 33.20 33.30 33.30 33.80 35.10 36.10 36.70 36.70 

LAF Maquette, May 2009 

Time coverage: 1999-2007  

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 18: Female part-time workers in percentage of total female employment 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 10.9 -20 0.0 -7 -- - 

EU15 36.7   0.44    
St.dev. 12.9   0.63    

LAF Maquette, May 2009 

Aggregation weight: 300% (narrow list indicator) 

General comments 

The performance of Cyprus is evaluated as poor (double negative) in levels and fairly 
poor (negative) in growth. Part-time employment in Cyprus is low in general; this is not 
specifically the case for women only. 

                                                 
67 http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database 
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1.6.19. Involuntary female part-time employment as a percentage of female part-
time employment  

Description: Women working part-time involuntary are those who declare that they work 
part-time because they are unable to find full-time work. The distinction between full-time 
and part-time work is made on the basis of a spontaneous answer given by the 
respondent.  

It is a complementary indicator, allowing one to determine whether part-time 
employment is always a tool to help raise female participation or whether it is the result 
of discrimination towards women, who undergo "hidden" underemployment.  

(-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: EU LFS series68 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 18.5 18.5 14.5 18.8 21.2 23.4 30.1 33.1 26.50 
EU15 15.20 14.40 13.80 13.10 14.50 15.70     19.60 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 19: Involuntary female part-time employment as a percentage of female 
part-time employment 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 26.5 -6 1.0 -15 - -- 

EU15 19.6   0.10    
St.dev. 11.4   0.62    

LAF Maquette, May 2009 

                                                 
68 http://epp.eurostat.ec.europa.eu/portal/page/portal/employment_unemployment_lfs/data/database 
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Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Correlated with other indicators and with relevant 
GDP components 

General comments 

The performance of Cyprus in this indicator is evaluated as fairly poor (negative) in 
levels and poor (double negative) in growth.  

This indicates that despite the fact that part-time employment opportunities are limited in 
Cyprus, those employed part-time, do so because they are unable to find a full-time job. 

1.6.20. Female Activity rate (15 to 64 years) 

Description: It is defined as the share of employed and unemployed women aged 15-64, 
as a proportion of total population in the same age group.  

(+) A high value is desirable. 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: EU LFS69 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 50.4 57.3 60.60 61.60 63.10 63.10 62.50 63.80 65.40 
EU15 59.30 59.90 60.00 60.90 61.70 62.40 63.50 64.30 64.80 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

                                                 
69http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=LFSA_ARGA
ED 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 20: Female activity rate 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 65.4 1 1.9 30 = ++ 

EU15 64.8   0.69    
St.dev. 7.1   0.38    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – Correlated with other indicators 

General comments 

The female activity rate in Cyprus is similar to the EU15 average rate. The performance 
of Cyprus in this indicator is evaluated as neutral in terms of levels. However, we 
observe an increasing trend since 1999, which results in a good growth performance 
(double positive).  

1.6.21. Difference between male and female employment rate (Employment gender 
gap)  

Description: It is defined as the difference in employment rates between men and 
women (in percentage points).  

 (-) An algebraically low value is desirable. 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS70 

                                                 
70http://epp.eurostat.ec.europa.eu/tgm/refreshTableAction.do?tab=table&plugin=1&init=1&pcode=tsiem010&
language=en 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  25.20 22.10 19.80 18.40 21.10 20.80 19.10 17.60 
EU15  18.70 18.10 17.20 16.50 15.80 15.20 14.90 14.50 

LAF Maquette, May 2009 

Note: The difference from indicator 1.6.17 is due to full-time equivalent. 

Time coverage: 2000-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 21: Difference between male and female employment rate 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 17.6 -5 -1.1 17 - ++ 

EU15 14.5   -0.60    
St.dev.  6.0    0.29    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The difference between the male and female employment rates is higher in Cyprus 
compared to the EU15 average. Cyprus has a fairly poor (negative) performance in this 
indicator; however, there is an improvement over time, which evaluates performance in 
growth as good (double positive). Indicators 17 and 21 may be correlated. Thus, one of 
the two should be dropped from the narrow list. 
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1.6. A. Indicator Evaluation for policy area “Specific Labour Supply Measures for Women” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.6.7: Indicator Evaluation for “Specific Labour Supply Measures for Women” 

Indicator  

Weight 
No data 

available for 
Cyprus in the 

Maquette 

Incorrect/ 
inaccurate 

data for 
Cyprus 

Not 
representative/ 
useful indicator 

for Cyprus 

Insufficient 
description/ 

unclear 
computation 

procedure 

Inappropriate 
indicator for 

this policy area 

Possible 
improvements 

for the indicator 

Narrow List Indicators:         

1.Childcare (0-2 years) for less 
than 30 hours 0.04      

2. Childcare (0-2 years) for 30 
hours and more 0.04      

Childcare by family 
is also important 

(e.g. by 
grandparents) 

4. Childcare (3 years to 
compulsory school age) for 30 
hours and more 

0.04     

6. Childcare (compulsory school 
age up to 12 years) for 30 hours 
and more 

0.04  

Possibly small 
sample 

Not  a 
representative 
growth score 

   

8. Inactivity trap for the second 
member of a couple (first earner: 
67% APW; second earner: social 
assistance to 33%) 

0.08      

9. Low-wage trap for second-
earner income (first earner: 67% 
APW; second earner: 33% to 
67%) 

0.08    

Unable to 
replicate 

computations 
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10. Life-long learning for women 
0.16  

Measurement 
issues/ data not 

comparable 
among countries 

    

11. Female employment rate  0.06       
12. Gender pay gap in unadjusted 
form  0.16    

Unclear data 
source and 

computations 
 Need to control for 

education status 

17. Employment gender gap in 
full-time equivalent   0.06       

18. Female part-time workers in % 
of total female employment  0.16       

21. Difference between male and 
female employment rate 
(employment gender gap) 

0.06       

Wider List Indicators:        

3. Childcare (3 years to 
compulsory school age) for less 
than 30 hours  

     

5. Childcare (compulsory school 
age up to 12 years) for less than 
30 hours 

  

Possibly small 
sample 

Not a 
representative 
growth score 

   

7. Number of months of 
maternity/parental leave with 
benefits replacing at least 2/3 of 
salary 

       

13. Gender segregations in 
occupations       

14. Gender segregations in 
sectors     

Unclear data 
source and 

computations   

15. Unemployment gender gap        
16. Employment impact on 
parenthood        

19. Involuntary female part-time 
employment as a percentage of 
female part-time employment 

       

20. Female activity rate        
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1.6. B. Aggregate Scores on “Specific Labour Supply Measures for Women” 

To calculate the aggregate score both in levels and changes, we calculate the weighted average of the indicators included in the 
narrow list given the aggregation weights specified.  

A complete aggregate score list should include measures that affect the opportunity cost of employment for women (such as part-
time employment, childcare, inactivity trap, law wage trap), discrimination measures, female education and LLL for women and 
performance indicators such as women employment/ unemployment/ activity rate.  

Table 1.6.8: Specific labour supply measures for women – Aggregate scores on levels 
 Indicators Childcare 

(0-2 
years) 
less than 
30 hours 

Childcare 
(0-2 
years) 30 
hours and 
more  

Childcare 
(3 years 
to 
compulso
ry school 
age) 30 
hours 
and more  

Childcare 
(compuls
ory 
school 
age up to 
12 years) 
30 hours 
and more  

Inactivi
ty trap 
for the 
second 
membe
r of a 
couple  

Low-
wage 
trap for 
second
-earner 
income  

Life-
long 
learnin
g for 
women 

Female 
employ
ment 
rate 

Gender 
pay gap 
in 
unadjust
ed form  

Employm
ent 
gender 
gap in 
full-time 
equivalent 

Female 
part-time 
workers 
in % of 
total 
female 
employm
ent 

The 
difference 
in 
employme
nt rates 
between 
men and 
women  

Aggregate 
score 

Indicator 
type policy policy policy policy policy policy policy 

performa
nce 

performan
ce 

performanc
e 

performanc
e performance  

Weights 0.04 0.04 0.04 0.04 0.08 0.08 0.16 0.06 0.16 0.06 0.16 0.06  
CY -9.88 5.18 -2.20 -9.82 14.64 28.33 -3.73 3.71 -16.57 4.29 -19.97 -5.18 -3.7 
Weights* 0.04 0.04 0.04 0.04 0.08 0.08 0.16 0.16 0.08 0.08 0.16 0  
CY -9.88 5.18 -2.20 -9.82 14.64 28.33 -3.73 3.71 -16.57 4.29 -19.97 -5.18 -1.5 
EU15 16.0 13.0 41.0 55.0 30.2 39.0 12.4 59.7 15.0 22.4 36.  14.5  
std-dev 9.1 9.7 18.2 22.4 16.4 11.5 10.2 7.3 5.4 5.4 12.9 6.0  
Gap EU15-
EU27 1.3 0.7 2.8 1.9 -0.5 0.7 -0.3 0.3 -0.4 1.0 3.4 0.5  
Gap EU15-
Five best -9.8 -20.2 -26.4 -30.4 -18.8 -11.6 -16.8 -10.7 -6.6 -6.2 -10.4 -8.8  
Gap EU15-
EU5 -6.9 0.3 20.4 26.4 -7.0 -2.4 -5.0 -7.6 -2.0 -2.9 -18.1 1.6  

LAF Maquette, May 2009 

The aggregate score for this policy area is -4 and the area is evaluated as neutral. For the computation of the aggregate score we 
compute an alternative weigh allocation (denoted by weight*) by applying the following changes: 
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- Imposing a weight of 1 on female employment rate since this is the only indicator that shows the importance of the policy area 
or the general outcome of any measures. 

- Excluding the employment gender gap indicator since there is the same measure in full-time equivalents included. Moreover, 
this indicator reflects part-time female employment which is also captured by a separate indicator for part-time employment 
and hence its inclusion will result in overweighting part-time employment opportunities.  

- Giving a weight of 0.5 to both gender pay gap and employment gender gap to capture discrimination in the market. 

With the alternative weight allocation the score becomes -1.5 hence slightly improves. The performance is still evaluated as neutral 
though.   

In terms of growth, the aggregate score, shown in Table 1.6.9 is 5. With the alternative weights denoted as weight* the growth score 
remains 5. Since the growth scores for the childcare indicators are misleading we also calculate the score by dropping all childcare 
indicators. This weight allocation is denoted as weight** and results in an aggregate score of 6. 

 



P a g e  | 157 
 

Table 1.6.9: Specific labour supply measures for women – Aggregate scores on growth rate  

 Indicators Childcare 
(0-2 
years) for 
less than 
30 hours 
(+) 

Childcare 
(0-2 
years) for 
30 hours 
and more 
(+) 

Childcare 
(3 years 
to 
compuls
ory 
school 
age) for 
30 hours 
and more 
(+) 

Childcare 
(compulso
ry school 
age up to 
12 years) 
for 30 
hours and 
more (+) 

Inactivity 
trap for 
second 
member of 
a couple 
(first 
earner: 
67% APW; 
second: 
social 
assistance 
to 33%) (-) 

Low-
wage trap 
for 
second-
earner 
income 
(first 
earner: 
67% 
APW; 
second 
earner: 
33% to 
67%) (-) 

Life-
long 
learnin
g. for 
wome
n  (+) 

Female 
employ
ment 
rate (%) 
(+) 

Gender 
pay 
gap in 
unadju
sted 
form (-) 

Employ
ment 
gender 
gap in 
full-
time 
equival
ent  (-) 

Female 
part-time 
workers 
in % of 
total 
female 
employm
ent (+) 

The 
difference 
in 
employm
ent rates 
between 
men and 
women in 
% (-) 

Aggregate 
score 

Indicator type 
policy policy policy policy policy policy policy 

performa
nce 

performa
nce 

performa
nce 

performanc
e 

performanc
e  

Weights 0.25 0.25 0.25 0.25 0.5 0.5 1 0.33 1 0.33 1 0.33  
CY 1.36 30.00 -21.59 -12.13 -1.48 4.89 7.37 8.84 10.94 26.96 -7.30 16.71 5 
Weights* 0.25 0.25 0.25 0.25 0.5 0.5 1 1 0.5 0.5 1 0  
CY 1.36 30.00 -21.59 -12.13 -1.48 4.89 7.37 8.84 10.94 26.96 -7.30 16.71 5 
Weights** 0 0 0 0 0.5 0.5 1 1 0.5 0.5 1 0  
CY 1.36 30.00 -21.59 -12.13 -1.48 4.89 7.37 8.84 10.94 26.96 -7.30 16.71 6 
EU15 -1.0 0.0 2.0 -2.0 -0.2 0.3 0.5 0.8 0.0 -0.5 0.4 -0.6  
std-dev 7.4 1.9 3.7 9.1 1.6 0.7 0.4 0.5 0.4 0.3 0.6 0.3  
Gap EU15-
E27 1.4 -0.4 0.9 -0.7 -0.1 0.1 -0.1 0.1 0.0 -0.1 -0.1 -0.1  
Gap EU15-
Five best -3.9 -5.7 -8.1 -12.3 -4.9 -1.2 -0.8 -1.0 -0.4 -2.1 -0.8 -2.1  
Gap EU15-
EU5 -3.7 -0.7 0.9 -3.5 -2.3 0.0 -0.2 0.1 0.2 0.0 -0.3 0.0  

LAF Maquette, May 2009
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1.6. C. General evaluation of the policy area 

Female participation in Cyprus has increased over time mainly as a result of an 
increase in female education. Cyprus has a high employment rate for women relative 
to the EU average. However, the gender pay gap is still a problem that needs to be 
addressed (See Section 1.6.D for a quantitative study analysis using data for Cyprus). 
More childcare facilities or subsidies for mothers should also be introduced in order to 
help women reconcile work and family. For example, an increase in working hours for 
public pre-primary schools, or the application of day-long school for all primary 
schools, will reduce the opportunity cost for women and increase female participation 
in the market. See more information for childcare and female employment laws in 
Cyprus, in Appendix A6. It should be noted, however, that the family support offered to 
mothers is probably higher in Cyprus than in most other EU countries. 

1.6. D. Quantitative analysis from the existing literature 

Christofides L. and K. Vrahimis (2007) examine the unconditional and conditional 
gender wage gap in Cyprus over time, using available data from the Cyprus Surveys of 
Household Expenditure and Income of 1990/91, 1996/97 and 2002/03. The results 
show that the observed wage gap declined from 0.572 log wage points in 1990/91 to 
0.313 points in 1996/97 and to 0.26 points in 2002/03. The large reduction by 1996/97 
was, in part, due to an improvement in the productivity characteristics (specifically 
education) of female employees. However, by the 1996/97 Survey, no scope for 
significant further reductions in the gap due to improved characteristics was possible, 
leaving the observed gap of 0.313 log wage points unexplained and due to either 
unobserved characteristics or discrimination. This also holds for the observed gap of 
0.26 points in 2002/03. Quantile regressions which focus on the wage gap at different 
points of the log wage distribution reveal that, despite the considerable progress 
achieved by women in moving through the ranks of the distribution, the pay gap is 
largest at the highest levels of the log wage distribution in all three data surveys. 

Hajispyrou S., D. Komodromou and Z. Kontolemis (2006), examine participation in the 
labour market by age and gender using data from the Family Expenditure Surveys 
1996/97 and 2002/03. They find that the probability of participation in the labour force 
is 33% lower for women compared to men. Female participation is slightly increased in 
2003 compared to 1997. The authors estimate the impact of the various personal or 
household characteristics on the probability of participation for women and conclude 
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that education is the most important factor that increases the probability of female 
participation in the market. 
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1.7. Specific labour supply measures for older-workers 

This policy area aims at encouraging older workers to remain economically active. 
Labour force participation for older workers can increase through removing early 
retirement schemes, reforming old-age pension schemes and providing more financial 
incentives to work longer. Moreover an efficient way to increase the employment rate 
for people aged 55 and over is to allow a gradual retirement pathway through the 
development of part-time employment, changes in firm organization and changes in 
the wage structure at the end of careers.  

Labour supply measures for older workers could, incidentally, increase labour 
productivity by stimulating human capital building. Investment in human capital 
becomes more profitable because its return is based on a longer period of activity. 

1.7.1. Implicit tax on continued work 

Description: It represents the change in pension wealth if retiring at 65 instead of 62. 
This indicator provides insights on financial indicators to retire. 

(+) A high value is desirable  

Indicator type: Policy indicator 

Indicator Source: OECD/ECFIN/EMPL 

Data source: N/A  

Time coverage: 2006 

Geographical coverage: 18 MSs 

Aggregation weight: 100% (narrow list indicator) 

 

No data available for Cyprus 

 



P a g e  | 161 
 

1.7.2. Coverage of early retirement 

Description: It measures the number of persons receiving early retirement benefits as a 
percentage of the labour force. 

(-) An algebraically low value is desirable  

Indicator type: Policy indicator 

Indicator Source: EUROSTAT, ECFIN 

Data source: N/A  

Time coverage: 1999-2006 

Geographical coverage: 17 MSs 

Aggregation weight: 100% (narrow list indicator) 

No data available for Cyprus 

1.7.3. Life-long learning: Participation of the population aged 55-64 in education 
and training 

Description: It is defined as the participation of the population aged 55-64 in education 
and training (over the four weeks prior to the survey). The information collected relates 
to all education or training whether or not relevant to the respondent's current or possible 
future job. It includes initial education, further education, continuing or further training, 
training within the company, apprenticeship, on-the-job training, seminars, distance 
learning, evening classes, self-learning etc. It includes also courses followed for general 
interest and may cover all forms of education and training as language, data processing, 
management, art/culture, and health/medicine courses. 

(+) A high value is desirable  

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU LFS 
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Other data info71: LLL data suffer from structural breaks due to changes72 in 
measurement of LLL and the reference period73 of the survey. 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.0 0.8   2.3 3.1 2.0 2.7 4.0 
EU15  2.9 3.0 3.3 4.3 5.1 5.5 5.6 5.8 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 21 MSs (except Bulgaria, Estonia, Malta and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 3: Life-long learning: Participation of the population aged 55-64 in 
education and training  

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 4.0 -3 0.3 -3 = = 

EU15 5.8   0.41    
St.dev. 7.1   0.38    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

                                                 
71 http://epp.eurostat.ec.europa.eu/cache/ITY_SDDS/Annexes/lfsi_edu_a_sm1_an1.htm 
72 Changes in survey characteristics: 
·         from 2003 in CZ, DK, EL, IE, CY, HU, NL, AT, SI, FI, SE, NO, CH, from 2004 in BE, LT, IT, IS, MT,    
          PL, PT, UK and RO, and from 2005 in ES due to wider coverage of  taught activities  
·         from 2003 in SK  due to restrictions for self-learning  
·         in 2003 and 2004 in DE due to the exclusion of personal interest courses 
·         in 2001 and 2002 in SI due to the exclusion of certain vocational training 
·         1999 in NL, 2000 in PT, 2003 in FR, 2003 in CH  due to changes in the reference period (formerly one  
          week preceding the survey; additionally in CH: 12 months for vocational training instead of 4 weeks) 
·         EU15, euro area, EU25 consequently. 
73 From 27 October 2006, this indicator is based on annual averages of quarterly data instead of one unique 
reference quarter in spring. This improves both the accuracy and reliability of the indicator thanks to a better 
coverage of all weeks of the year and an increased sample size. Annual averages are used for all countries 
except CH from 2005 onwards. Spring data are used between 2000 and 2002 for DE, FR, LU, CY, MT, AT, 
SE and IS, and for 2003-2004 for DE and CY. The average of the two semi-annual surveys is used for LV 
and LT for 2000-2001 and from 2002 for HR. Before 2000, all results are based on the spring survey. 
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General comments 

 The participation rate of the older population (aged 55-64) in education and training for 
Cyprus is below the EU15 averages. However, the performance of Cyprus is evaluated 
as neutral in level and growth. In terms of the data issues mentioned, only the 2007 
value is considered comparable to the rest of the EU countries. 

1.7.4. Life-long learning: Participation of the population aged 45-54 in education 
and training 

Description: It is defined as the participation rate of the population aged 45-54 in 
education and training (over the four weeks prior to the survey). 

(+) A high value is desirable  

Indicator type: Policy indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  1.8 2.1 2.8 5.3 7.2 4.0 5.3 6.7 
EU15  6.0 5.9 6.0 7.8 8.8 9.2 9.2 9.4 

LAF Maquette, May 2009 

Comments on data: 

 The percentage of the population aged 45-54 participating in education and training 
rose sharply in 2003 and 2004, compared to the 2002 value and fell in 2005.  This is due 
to structural breaks in the LLL data. See indicator 1.7.3. for more details. 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Life-long learning: participation of the population aged 45-54 in 
education and training 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 6.7 -3 27.1 8 = + 

EU15 9.4   7.08    
St.dev. 8.6   25.45    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

Cyprus is evaluated below the EU15 average in terms of participation of the population 
aged 45-54 in education and training. The performance is evaluated as neutral. 
However, we observe an improvement, so the growth score is good (positive). In terms 
of the data issues mentioned, only the 2007 value is considered comparable to the rest 
of the EU countries. 

1.7.5. Difference between employment rate of older workers aged 55 to 64 and 
employment rates of 15-64 workers - Men 

Description: Measures the difference between the employment rate of the male 
population aged 55 to 64 and the employment rate for workers aged 15 to 64. 

(+) A high value is desirable  

Indicator type: Performance indicator 

Indicator Source: EMCO/STRIND 

Data source: EU LFS74 

                                                 
74 Link: http://nui.epp.eurostat.ec.europa.eu/nui/show.do 



P a g e  | 165 
 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  -11.4 -12.4 -11.6 -9.9 -9.00 -8.4 -7.8 -7.5 
EU15 -23.30 -23.60 -23.10 -21.60 -20.00 -19.40 -18.60 -18.60 -18.10 

LAF Maquette, May 2009. 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Difference between employment rate of older workers aged 55 to 64 
and total 15-64 (Men) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY -7.5 15 0.6 -2 ++ = 

EU15 -18.1   0.65    
St.dev. 7.0   0.52    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The difference between the employment rate of older workers aged 55 to 64 and the 
total employment rate for those 15 to 64 (Men) for Cyprus is a good (double positive) 
performance and neutral in terms of growth. The score is much above the EU15 for this 
indicator.  

1.7.6. Difference between employment rate of older workers aged 55 to 64 and the 
employment rates of 15-64 workers - Women 

Description: Measures the difference between the employment rate of older women 
workers aged 55 to 64 and the employment rate for the total female population aged 15 
to 64. 

(+) A high value is desirable 

Indicator type: Performance indicator  
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Indicator Source: EMCO/STRIND 

Data source: EU LFS75 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   -21.4 -25 -26.9 -27.7 -28.7 -26.9 -23.7 -22.1 
EU15 -23.00 -23.40 -23.30 -22.40 -21.60 -21.50 -20.20 -19.90 -19.90 

LAF Maquette, May 2009:  

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Difference between employment rate of older workers aged 55 to 64 
and total 15-64 (Women) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY -22.1 -4 -0.1 -8 - - 

EU15 -19.9   0.39    
St.dev. 5.4   0.60    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The difference between the employment rates of older workers and the total employment 
rate for women, is evaluated as fairly poor (negative) in levels and fairly poor (negative) 
in growth. Older women have a significantly lower employment rate compared to the 
remaining age groups for women. The difference is bigger for women compared to men.  

The problem is more intense in Cyprus than in other European countries. This is 
possibly because of the low education levels attained by this group and their traditional 
family values. There is a gradual elimination of patriarchic beliefs which is gradually 
(since 2004) reducing the employment rate gap between this group and the population 
at large.    

                                                 
75 http://nui.epp.eurostat.ec.europa.eu/nui/submitViewTableAction.do 
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1.7.7. Average exit age from the labour force- total 

Description: The average age of withdrawal from the labour market, based on a 
probability model considering the relative changes of activity rates from one year to 
another at a specific age.  

The activity rate represents the labour force (employed and unemployed population) as 
a percentage of the total population for a given age76. 

(+) A high value is desirable 

Indicator type: Performance indicator  

Indicator Source: EMCO/STRIND 

Data source: EU LFS 

Data values for Cyprus (years): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY   62.3 61.4 62.7 62.7     63.5 
EU15   60.30 60.80 61.30 60.90 61.10 61.40 61.50 

LAF Maquette, May 2009 

Comments on data 

There are missing values77 for the years 2005 and 2006. However, this does not affect 
the score calculation on growth.  

As from July 2005, the Cypriot Ministry of Finance started to gradually increase the 
retirement age for employees in public and educational services, and semi-governmental 
organizations from 60 to 63 years of age. This possibly led to the increase in the 
average exit age in 2007 and this number is expected to increase more. More details are 
provided in the Appendix A7. 

Time coverage: 2001-2007 

Geographical coverage: 27 MSs  

                                                 
76 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsiem030 
 
77 For the following countries, the model used to calculate the indicator does not provide reliable results in 
2006: Belgium, Cyprus, Hungary, Luxembourg, Poland, Portugal, Slovakia, and Iceland.  
http://epp.eurostat.ec.europa.eu/cache/ITY_SDDS/Annexes/lfsi_exi_a_esms_an1.htm 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Average exit age from labour force-total 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 63.5 15 0.2 -3 ++ = 

EU15 61.5   0.33    
St.dev. 1.3   0.33    

LAF Maquette, May 2009 

Aggregation weight: 25% (narrow list indicator) 

General comments 

The average exit age from the labour force for Cyprus is above the EU15 average. 
Cyprus is performing well (double positive) in levels. However, in terms of growth it is 
evaluated as neutral.  

1.7.8. Activity rate (55 to 64 years) 

Description: It represents the share of employed and unemployed in age groups 55 to 
64, as a proportion of total population in the same age group.  

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 47.3 51.2 51.9 50.9 52.5 54.2 52.4 55.5 57.7 
EU15 40.40 40.60 41.00 42.40 44.30 45.30 47.20 48.30 49.30 

LAF Maquette, May 2009:  

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Activity rate (55-64) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 57.7 8 1.3 4 + + 

EU15 49.3   1.11    
St.dev. 10.1   0.44    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant-correlation with other indicators  

General comments 

Cyprus has among the highest rates of activity. It has a fairly good performance 
(positive) both in levels and growth.  

1.7.9. Employment rate of older workers aged 55 to 64 

Description: The employment rate of older workers is calculated by dividing the number 
of persons aged 55 to 64 in employment by the total population of the same age group. 

(+) A high value is desirable  

Indicator type: Performance indicator 

Indicator Source: EMCO/STRIND 

Data source: EU LFS78 

Other data info: The survey covers the entire population living in private households and 
excludes those in collective households such as boarding houses, halls of residence and 
hospitals. 

                                                 
78 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsiem020 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  49.4 49.1 49.4 50.4 49.9 50.6 53.6 55.9 
EU15 37.10 37.80 38.80 40.20 41.70 42.50 44.20 45.30 46.50 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 9: Employment rate of older workers (55-64) 

 Level Growth-change Qualification 
  Rate Score on level Change Total score on 

growth rate  Level Growth rate  

CY 55.9 10 0.9 -6 ++ - 

EU15 46.5   1.18    
St.dev. 9.2   0.41    

LAF Maquette, May 2009 

Aggregation weight: 25% (wider list indicator) 

General comments 

The employment rate of older workers is evaluated above the EU15 average. Cyprus 
has a good (double positive) performance in levels. However, in growth rates, Cyprus 
performs fairly poorly (negative), because other EU countries have improved more.  

This raises a general methodological point. When an indicator has a natural upper limit 
(in this case 100%), then countries which have a high starting point will probably perform 
poorly on growth. The improvement should be measured in terms of the remaining 
distance to the natural limit, not the starting point. 
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 1.7. A. Indicator Evaluation for policy area “Specific Labour Supply Measures for Older Workers” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.7.1: Indicator Evaluation for policy area Specific Labour Supply Measures for Older workers 

Indicator  Weight No data available 
for Cyprus in the 
Maquette 

Incorrect/ 
inaccurate 
data for 
Cyprus 

Not 
representative/ 
useful indicator 
for Cyprus 

Insufficient 
description/ 
unclear 
computation 
procedure 

Inappropriat
e indicator 
for this 
policy area 

Possible 
improvements 
for the 
indicator 

Narrow List Indicators:         

1. Implicit tax on continued work 0.25 No data for CY      
2. Coverage of early retirement  0.25 No data for CY      
3. Participation in LLL  -age 
group 55-64 0.13      

4. Participation in LLL  -age 
group 45-54 0.13  

Structural breaks 
due to changes 

in measurement / 
not comparable 
across countries 

before 2006 
    

5. Difference in employment 
rate of older workers (aged 55-
64) and those aged 15-64- MEN 

0.06       

6. Difference in employment 
rate of older workers (aged 55-
64) and those aged 15-64 -
WOMEN 

0.06       

7. Average exit age from the 
labour force 0.06       

9. Employment rate of older 
workers aged 55-64 0.06   

Score on growth 
not representative 
due to high starting 

point 

  

Measure growth 
in terms of the 

remaining 
distance to the top 

Wider List Indicators:        
8. Activity rate (55-64)        
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1.7. B. Aggregate Scores on “Specific labour supply measures for older workers” 

To calculate the aggregate score both in levels and changes, we calculate the weighted average of the indicators included in the 
narrow list given the aggregation weights specified. 

Table 1.7.2:  Specific labour supply measures for older workers – Aggregate scores on levels 

Indicators Implicit tax 
on 

continued 
work 

Coverage 
of early 

retirement 

Life-long 
learning: 

Participation 
of the 

population 
aged 55-64 
in education 
and training 

Life-long 
learning: 

Participation 
of the 

population 
aged 45-54 
in education 
and training 

Difference 
between 

employment 
rate of older 

workers 
aged 55 to 
64 and total 
15-64- Men 

Difference 
between 

employment 
rate of older 

workers 
aged 55 to 
64 and total 

15-64- 
Women 

Average exit 
age from the 
labour force- 

total 

Employment 
rate of older 

workers 
aged 55 to 
64- Total 

Aggregate 
score 

Indicator 
type policy policy policy policy performance performance performance performance  

Weights 0.25 0.25 0.13 0.13 0.06 0.06 0.06 0.06  
CY   -2.55 -3.14 15.14 -4.07 15.06 10.23 3.1 

EU15 -7.1 0.0 5.8 9.4 -18.1 -19.9 61.5 46.5  
std-dev 22.4 0.0 7.1 8.6 7.0 5.4 1.3 9.2  

Gap EU15-
EU27 -1.2 0.0 -0.5 -0.2 0.7 2.4 0.0 0.9  

Gap EU15-
Five best -19.9 0.0 -11.6 -14.3 -12.1 -11.3 -2.5 -12.6  

Gap EU15-
EU5 -15.8 0.0 -3.0 -4.5 2.7 8.7 -1.1 -2.6  

LAF Maquette, May 2009
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Table 1.7.3: Specific labour supply measures for older workers – Aggregate scores on growth rate 

 Indicators Implicit 
tax on 

continued 
work 

Coverage 
of early 

retirement 

Life-long 
learning: 

Participation 
of the 

population 
aged 55-64 
in education 
and training 

Life-long 
learning: 

Participation 
of the 

population 
aged 45-54 
in education 
and training  

Difference 
between 

employment 
rate of older 

workers aged 
55 to 64 and 
total 15-64- 

Men  

Difference 
between 

employment 
rate of older 

workers 
aged 55 to 
64 and total 

15-64- 
Women  

Average exit 
age from the 
labour force- 

total 

Employment 
rate of older 

workers 
aged 55 to 
64- Total  

Aggregat
e score  

Indicator 
type policy policy policy policy performance performance performance performance  

Weights 0.25 0.25 0.13 0.13 0.06 0.06 0.06 0.06  
CY   -3.01 7.86 -1.78 -7.74 -3.22 -5.97 -1 

EU15 0.0 0.0 0.4 7.1 0.7 0.4 0.3 1.2  
std-dev  0.0 0.4 25.4 0.5 0.6 0.3 0.4  

Gap EU15-
EU27  0.0 0.0 -13.8 -0.1 -0.1 -0.2 0.0  

Gap EU15-
Five best  0.0 -0.7 -46.0 -0.7 -1.3 -0.9 -0.6  

Gap EU15-
EU5   0.0 -0.1 1.0 -0.3 -0.5 -0.1 -0.2  

LAF Maquette, May 2009 
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1.7. C. General evaluation of the policy area 

The employment rate for older workers is relatively high in Cyprus and the average exit 
age from the labour force is also higher than the EU average. Older women seem to 
have a higher inactivity rate than men but this is due to lower education levels and 
patriarchic beliefs and hence this is expected to improve over-time. Cyprus needs to 
continue life-long learning and continuous training for older workers to help them remain 
at work or work more efficiently. 
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1.8. Wage bargaining and wage setting policies 

Wage bargaining and wage setting policies refer to measures that impact on aggregate 
wage developments and the distribution of wages in the economy. Wage developments 
are typically the outcome of individual or collective bargaining between employees and 
employers or their respective associations. Governments can influence the outcome 
indirectly through the provision of information, moral suasion and their involvement in 
tripartite bargaining or other means. Moreover, through legislation, governments set out 
policy frameworks to influence the bargaining power of social partners or the coverage of 
collective bargaining. Measures related to minimum wages, wage indexation or labour 
taxation may also have an effect on the outcome of wage bargaining. Finally, social 
partners may take the lead in introducing changes to the bargaining framework with 
more or less  active involvement of governments, for example on opt-out clauses, non-
wage benefits, more differentiated agreements.  

Wage developments have a direct impact on employment in an economy and an indirect 
effect via the impact of wage growth on inflation.  Pressure on prices from labour costs 
may lead to a less growth-supportive stance of monetary policies. Moreover, for a given 
labour productivity growth, higher wage growth is bound to squeeze profit margins, 
thereby having a negative impact on investment and export performance. On the other 
hand, wages are an important part of consumers' disposable income and therefore 
higher wage growth is widely assumed to be supportive to private consumption. The 
overall effect on domestic demand must be seen in conjunction with the effect on 
investment and export demand. Factors such as the size of the country, its degree of 
openness, and the relevant time horizon are key to determine the magnitude of the 
various demand components. Furthermore, from a long time perspective, it may be the 
case that higher real wage growth spurs productivity growth, as high real wages could 
force firms to introduce more productive technologies and therefore foster innovative 
activity. Thus, it is generally agreed that wage developments should be aligned to 
productivity trends, and real wage growth even remain below productivity growth in case 
of high rates of unemployment. Wages are also known to have an important impact on 
labour market incentives. Firms may be willing to pay higher wages in order to motivate 
staff (efficiency wages). The differentiation of wages across regions, sectors, firms, 
occupations and skills may be an important determinant of labour flows and of 
individuals' incentives to acquire higher skills.  
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1.8.1. Real unit labour costs growth 

Description: It is the growth of the ratio: compensation per employee (i.e. compensation 
of employees divided by domestic employment) divided by GDP in current prices per 
person employed; informative is the rate of change.  

Notes: Compensation of employees (at current prices) is defined as the total 
remuneration, in cash or in kind, payable by an employer to an employee in return for 
work done by the latter during the accounting period. Compensation of employees 
consists of wages and salaries, and of employers' social contributions. 

"Domestic employment" is defined as all persons employed in the domestic, irrespective 
of their residence. It refers to employed labour only. It does not include the self-
employed. In some countries, compensation is divided by full-time equivalents. 

Employment covers all persons engaged in some productive activity (within the 
production boundary of the national accounts). Employed persons are either employees 
(working by agreement for another resident unit and receiving remuneration) or self-
employed (owners of unincorporated enterprises). 

This derived indicator compares how the remuneration of employees is related to the 
productivity of their labour. It is the relationship between how much each "worker" is paid 
and the value he/she produces by their work. Productivity tends to be more cyclical than 
wages, reducing the information content of single observations.  

 (-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO (Employment Committee) /STRIND (Structural Indicators) 79 

Data source: AMECO: Annual National Accounts, National Statistical Institutes. 

Data values for Cyprus (rate of change - %): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
CY  -0.8 -1.1 -1.4 3.6 4.3 -1.7 -0.9 -2.3 -1.1 
EU15           

LAF Maquette, May 2009 

 

 
                                                 
79 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&plugin=1&language=en&pcode=tsieb070 
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Corrected Data values for Cyprus: 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
CY* -0.8 -1.1 -1.4 3.6 4.3 -1.7 -0.9 -2.3 -2.4 -1.8 
EU15           

Source: Eurostat 

Comments on data: 

According to data provided by Eurostat, all values are transferred a year back. 
Moreover, the last year value for Cyprus in the Maquette differs from that given by 
Eurostat.  

In Table 1.8.1 below, we present some indicators provided by the Ministry of Finance for 
Cyprus. According to these numbers, productivity growth is very small; hence 
compensation per employee (unit labour cost) growth minus productivity growth should 
be positive for Cyprus. This contradicts the indicator values provided in the Maquette. 

Table 1.8.1: Wages, productivity and CPI growth rates for Cyprus 
 2002 2003 2004 2005 2006 2007 2008 
Nominal wage growth 5.6 6.3 4.3 5.4 4.9 3.1 6.7 

CPI growth 2.8 4.1 2.3 2.6 2.5 2.5 4.7 

Real wage growth 2.7 2 1.9 2.7 2.4 0.6 2.0 
Productivity growth 0.3 -0.5 1 1.7 1.4 1.3 1.4 
Unit labour cost growth 5.3 6.8 3.3 3.6 3.4 1.8 5.2 

Source: Ministry of Finance, Cyprus 

Trying to replicate the numbers given, we provide the data needed for the calculations of 
this indicator in Table 1.8.2. The produced numbers (indicated in light blue) are not 
comparable to the indicator values. More information regarding the sources and the 
definitions are necessary for further analysis.  
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Table 1.8.2: Data and calculations to recalculate real unit costs growth 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 
Compensation of 

employees current 
prices (millions €)80 

3960.2 4303.4 4570.3 4934.3 5390.8 5739.3 6139.9 6566.9 6915.9 7569.1 

Domestic employment 
81 (1000’s) 309,6 314,76 321,56 328,28 340,74 353,61 366,3 372,73 384,83 395 

1. Compensation per 
employee 12,791 13,672 14,213 15,031 15,821 16,231 16,762 17,618 17,971 19,162 

2. Compensation per 
employee growth (%)  6,885 3,956 5,754 5,257 2,590 3,274 5,109 2,003 6,627 

GDP in current prices 
(millions €) 9163.3 10079 10801 11170 11785 12728 13659 14673 15667 16948 

GDP in current 
prices82  (millions 

PPS) 
 11734 12612 12979 13321 14468 15492 16482 17726 18806 

Employment83 
(1000’s) 309,6 314,8 321,6 328,3 340,7 353,6 366,3 372,7 384,8 392,5 

3. GDP per person 
employed 29,597 32,016 33,586 34,024 34,591 35,995 37,290 39,370 40,715 43,181 

4. GDP per person 
employed growth  8,173 4,902 1,305 1,666 4,062 3,596 5,578 3,416 6,057 

5. Real Unit labour 
costs indicator* 0,432 0,427 0,423 0,442 0,457 0,451 0,450 0,448 0,441 0,444 

6. Real Unit labour 
costs growth**  -1,191 -0,901 4,392 3,532 -1,414 -0,311 -0,444 -1,366 0,538 

Notes: Statistics in black are data from Eurostat, while light blue indicates our calculations. *Number 5 is calculated as 1 over 3 
as indicated by the description. **Number 6 is calculated as the growth rate of number 5 

Source: AMECO statistics, Eurostat 

Time coverage: 2000-2008 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 1: Real unit labour costs growth 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY -1.1 4 0.00 -3 = = 

CY* -1.8 11 -0.10 0 + = 
EU15 -0.6   -0.08    
St.dev. 1.1   0.18    

LAF Maquette, May 2009 

                                                 
80 http://epp.eurostat.ec.europa.eu/portal/page/portal/product_details/dataset?p_product_code=TEC00013 
81 http://epp.eurostat.ec.europa.eu/tgm/table.do?tab=table&init=1&language=en&pcode=tec00112&plugin=1 
82 
http://epp.eurostat.ec.europa.eu/tgm/refreshTableAction.do?tab=table&plugin=1&init=1&pcode=tec00001&la
nguage=en 
83 National accounts, AMECO 
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Aggregation weight: 50% (narrow list indicator) 

General comments 

Using the data in the Maquette the performance for Cyprus is evaluated as neutral. 
Using the data from Eurostat we observe that all years are mistakenly transferred a year 
back. By correcting this, Cyprus has a fairly good (positive) performance in levels and 
neutral in growth.  

Moreover, based on the description given, we were unable to replicate the indicator. 
Hence, more information on the sources and the definition of variables is needed for 
further analysis. Also, the name given to this indicator is perhaps misleading, since it 
describes labour cost growth in relation to labour productivity growth. 

1.8.2. Nominal unit labour costs growth 

Description: It is the growth rate of the ratio: compensation per employee (i.e. 
compensation of employees divided by domestic employment) divided by GDP in 
constant prices per person employed.  

It is more informative to use the rate of change. In some countries, compensation is 
divided by full-time equivalents. Moreover, the productivity tends to be more cyclical than 
wages, reducing the information content of single observations.  

(-) An algebraically low value is desirable  

Indicator type: Performance indicator 

Indicator Source: AMECO84 

Data source: National Accounts  

Data values for Cyprus (rate of change - %): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 1.5 2.6 1.9 4.8 9.7 1.5 1.4 0.6 2.1 
EU15          

LAF Maquette, May 2009 

Time coverage: 1999-2007 

                                                 
84http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm?CFID=607962&CFTOKEN=d7de
0a3cbb15c9ce-F2508343-EC94-9CD1-4AC156410218D937&jsessionid=240675f7b500366fd661 
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Geographical coverage: 27 MSs  

Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: Nominal unit labour costs growth 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 2.1 -3 0.1 -2 = = 

EU15 1.8   0.05    
St.dev. 1.2   0.16    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

The performance of Cyprus in nominal unit labour cost growth is evaluated as neutral in 
terms of levels and growth. 

The description for this indicator is insufficient and unclear (as for indicator 1.8.1), which 
makes further analysis impossible. It is not clear whether using compensation in current 
or constant prices. A more clear definition of nominal wage growth might be the rate of 
increase in nominal wages in collective bargaining agreements, or nominal 
compensation per employee. Since here the objective is to see this in relation to 
productivity growth, the name given to this indicator should also change. 

1.8.3. Relative minimum wage levels 

Description: It is defined as the gross earnings of full-time minimum-wage earners as per 
cent of gross average wages (AW). 

(-) An algebraically low value is desirable  

Indicator type: Policy indicator 

Indicator Source: OECD 

Data source: N/A  

Time coverage: 2000-2006 

Geographical coverage: 13 MSs 
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Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical – comparability and reliability, limited 
geographical coverage  

 

No data available for Cyprus 

 

1.8.4. Full-time employees on the minimum wage 

Description: It is defined as the proportion of full-time employees earning the minimum 
wage.   

(-) An algebraically low value is desirable  

Indicator type: Policy indicator 

Indicator Source: Eurostat 

Data source: N/A  

Time coverage: 1999-2007 

Geographical coverage: 18 MSs 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

 

No data available for Cyprus  
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1.8.5. Nominal unit wage cost gap between services and manufacturing industry85 

Description: It measures the difference in average percentage change in 2000-2006 of 
the nominal unit wage cost in services and manufacturing industry.  

(-) An algebraically low value is desirable  

Indicator type: Performance indicator 

Indicator Source: AMECO 

Data source: National accounts  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY        -0.1  
EU15          

LAF Maquette, May 2009 

Time coverage: 2006 

Geographical coverage: 26 MSs (except Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Nominal unit wage cost gap between services and manufacturing 
industry 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY -0.1 16 N/A N/A  ++ N/A 

EU15 2.3   N/A    
St.dev. 1.5   N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical – comparability and reliability 

 

                                                 
85http://ec.europa.eu/economy_finance/ameco/user/serie/SelectSerie.cfm?CFID=607962&CFTOKEN=d7de
0a3cbb15c9ce-F2508343-EC94-9CD1-4AC156410218D937&jsessionid=2406419a4a817d77805e 



P a g e  | 183 
 

General comments 

Cyprus performs well (double positive) in this indicator.  

1.8.6. Low-skilled unemployment gap relative to the high-skilled unemployment 
rate 

Description: The indicator measures the difference between the unemployment rate of 
the low-skilled workers and the unemployment rate of the high-skilled workers.   

(-) An algebraically low value is desirable  

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: EU LFS 

Data values for Cyprus (percentage): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  0.6 0.5 0.4 0.3 0.5 0.3 0.1 0.3 
EU15 0.6 0.6 0.6 0.6 0.6 0.5 0.6 0.6 0.6 

LAF Maquette, May 2009 

Time coverage: 1999-2007 

Geographical coverage: 26 MSs (except Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Low-skilled unemployment gap relative to high-skilled unemployment 
rate  

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 0.3 16 0.0 29 ++ ++ 

EU15 0.6   0.01    
St.dev. 0.2   0.01    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 
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General comments 

The low-skilled unemployment gap relative to the high-skilled unemployment rate in 
Cyprus is below the EU15 average. Thus, the performance of Cyprus is evaluated as 
good (double positive) in terms of levels and growth. 

1.8.7. Dispersion of regional unemployment rates 

Description: It is defined as the standard deviation of unemployment rates divided by the 
national average for the age group 15 and over.  

(-) An algebraically low value is desirable  

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A  

Time coverage: 2000-2007 

Geographical coverage:  22 MSs (except Cyprus, Denmark, Luxemburg, Malta and 
Slovenia)  

Aggregation weight: 50% (narrow list indicator) 

 

No data available for Cyprus  
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 1.8. A. Indicator Evaluation for policy area “Wage Bargaining and Wage Setting Policies” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.8.3: Indicator Evaluation for policy area Wage bargaining and wage setting policies 

Indicator  Weight No data available 
for Cyprus in the 
Maquette 

Incorrect/ 
inaccurate 
data for 
Cyprus 

Not 
representative/ 
useful indicator 
for Cyprus 

Insufficient 
description/ 
unclear 
computation 
procedure 

Inappropriate 
indicator for 
this policy area 

Possible 
improvements 
for the 
indicator 

Narrow List Indicators:         
1. Real unit labour costs growth 0.25  Incorrect data for 

Cyprus  Insufficient 
description 

Ambiguous 
interpretation 

 

2. Nominal unit labour cost 
growth 0.25    Insufficient 

description 
Ambiguous 

interpretation 
 

6. Low-skilled unemployment 
gap relative to the high-skilled 
unemployment rate 

0.25      
 

7. Dispersion of regional 
unemployment rates 0.25 No data for CY  

Not useful due to 
the small size of 

the country 
  

 

Wider List Indicators:        
3. Relative minimum wages  No data for CY      
4. Full-time employees on the 
minimum wage  No data for CY      

5. Nominal unit wage cost gap 
between services and 
manufacturing industry 
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1.8 B. Aggregate Scores on “Wage bargaining and wage setting policies” 

To calculate the aggregate score both in levels and changes, we calculate the weighted 
average of the indicators included in the narrow list given the aggregation weights 
specified. 

Table 1.8.4: Wage bargaining and wage setting policies – Aggregate scores on levels 
Indicators Real unit labour 

cost growth  
Nominal unit 
labour cost 
growth  

Low-skilled 
unemployment 
gap relative to 
the high-
skilled 
unemployment 
rate  

Dispersion of 
regional 
unemployment 
rates  

Aggregat
e score 

Indicator type performance performance performance performance  
Weights   0.25   0.25   0.25   0.25  
CY   4.46 -2.78 16.32 N/A 6.0 
CY* 16.66 -2.78 16.32 N/A 10.1 
EU15  -0.6 1.8 0.6 40.9  
std-dev   1.1 1.2 0.2 12.3  
Gap EU15-EU27 -0.2 -0.5 0.0 0.4  
Gap EU15-Five best -5.3 -14.1 -0.2 -13.6  
Gap EU15-EU5 -1.2 -0.5 0.0 15.0  
CY* = Corrected score for indicator 1 according to Eurostat data 

LAF Maquette, May 2009 

 

Table 1.8.5: Wage bargaining and wage setting policies – Aggregate scores on growth rate 
Indicators Real unit labour 

cost growth  
Nominal unit 
labour cost 
growth  

Low-skilled 
unemployment 
gap relative to 
the high-skilled 
unemployment 
rate  

Dispersion of 
regional 
unemploymen
t rates  

Aggregat
e score 

Indicator type performance performance performance performance  
Weights 0.25 0.25 0.25 0.25  
CY -2.73 -1.60 28.98 N/A 8 
CY* 6.26 -1.60 28.98 N/A 11 
EU15 -0.1 0.1 0.0 -1.2  
std-dev 0.2 0.2 0.0 1.3  
Gap EU15-EU27 0.0 0.0 0.0 -0.1  
Gap EU15-Five best -1.4 -1.0 0.0 -3.7  
Gap EU15-EU5 -0.2 -0.1 0.0 -1.2  
CY* = Corrected score for indicator 1 according to Eurostat data 

LAF Maquette, May 2009 

By correcting the data mistakes for indicator 1, aggregate scores for Cyprus improve 
significantly.  
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This section is not sufficiently well developed. This policy area is quite poor in terms of 
the number of indicators available, as well as in terms of their usefulness or 
interpretation. The methodology should recognize that high wages even relative to the 
EU average is a positive state of affairs provided it is justified by the size of the capital 
stock, productivity developments, etc. High real wage growth relative to productivity 
should count as a negative development. Nominal wage growth may be justified by 
inflation but there is no recognition of this here.  

Hence, there are no suggestions for alternative narrow list options, but there are perhaps 
some indicators that could be added. Indicators related to measuring the bargaining 
power of the unions in the market could be constructed by relating wages and 
productivity among sectors or industries.  

1.8. C. General evaluation of the policy area 

This policy area is controversial mainly because of the choice of indicators and the 
ambiguous interpretation that could be given to some indicators related to labour costs. 
The lack of appropriate indicators suggests weighting this policy area less in the final 
evaluation. More information on wage formation and trade union in Cyprus, are provided 
in Appendix A8, so as to help the reader form a better picture on the topic. 
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1.9. Immigration and integration policies 

“Immigration policy measures aim at regulating the passage of persons across borders, 
particularly of those who intend to work and remain in the country, and are likely to affect 
labour market outcomes. Immigration policy interventions can be classified as follows:  

1) Border controls, encompassing measures related to the entry, stay and access to the 
labour market, measures for users of clandestine labour and their enforcement and 
regularization programmes;  

2) Selective immigration policies, including quota systems aimed at the recruitment of 
foreign workers, easing of recruiting policies for highly skilled or for specific occupations, 
bilateral labour agreements on seasonal or temporary workers;  

3) Measures to facilitate the labour market integration of immigrants, ranging from 
ALMPs to the recognition of formal education attainments and the entitlement to 
benefits/ social assistance programmes specifically targeted at immigrant workers (and 
asylum seekers).” 

The impact of migration on economic growth depends on how productivity and the 
labour market are affected. These effects would vary between countries depending on 
their particular migration model and its resulting composition of migrants in terms of age, 
gender and especially skills relative to the native population. Immigration and integration 
policy measures would primarily affect the following components of growth: labour 
quality; net migration; share of working age population; and unemployment rate. 

1.9.1. Share of employed foreign-born population over total population 

Description: Employment of foreign born (as a percentage of foreign born population) 
times the share of foreign born population over total population.  

The change is defined as the average crude rate of net migration 2001-2006 including 
corrections. 

 (+) A high value is desirable. 

Indicator type: Performance indicator 

Indicator Source: OECD, Eurostat 
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Data source:  

Other data information: No time series-available for most countries for the share of 
foreign-born population over total population - different data by country.  

Time coverage: 2005-2006 

Geographical coverage: 18 MSs 

Aggregation weight: 100% (narrow list indicator) 

No data available for Cyprus 

1.9.2. Share of foreign population over total population (Citizenship criterion)  

Description: It represents the share of foreign population over total population.  

(+) A high value is desirable.  

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: N/A Data are collected by Eurostat from the National Statistical Institutes 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY      11.4% 13.1% 12.8% 15.2% 
EU15          

LAF Maquette, May 2009 

Comments on data:  

Values for 1999-2003 for Cyprus are not included in the Maquette, though 1999-2001 
are available by Eurostat and provided below. Table 1.9.1 indicates the data used for the 
calculations 
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Corrected Data values for Cyprus: 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY* 7.9% 8.3% 8.8%   11.4% 13.1% 12.8% 15.2% 

Eurostat, August 2009 

Table 1.9.1: Share of foreign population over total population 

 1999 2000 2001 2002 2003 
Foreign population 53900 57800 61606   

Total population 682862 690497 697549 7005539 715137 
Indicator value 7.9% 8.3% 8.8%   

*Foreign population for 2002-2003 is unavailable 

Source: Eurostat, Link: 

http://epp.eurostat.ec.europa.eu/portal/page/portal/population/data/database 

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: Share of foreign population over total population 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 0.2 29 0.0 28 ++ ++ 

CY* 0.2 29 0.0 30 ++ ++ 
EU15 0.1   0.0    
St.dev. 0.0   0.0    
*Indicates the corrected scores if we take into account the 1999-2001 values 

LAF Maquette, May 2009 

Comments on score calculations: 

Total score on growth rate rises if we add 1999-2001 values. 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 
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General comments 

The share of foreign population over total population is very high in Cyprus compared to 
the EU15 countries and follows an increasing trend. The performance of Cyprus in this 
indicator is evaluated as good (double positive) in terms of levels and growth.  

1.9.3. Share of foreign-born population over total population (birth place 
criterion)  

Description: It represents the share of foreign-born population over total population.  

(+) A high value is desirable.  

Indicator type: Performance indicator 

Indicator Source: ECFIN, Eurostat 

Data source: N/A 

Time coverage: 1999-2007 

Geographical coverage: 23 MSs (except Bulgaria, Cyprus, Estonia and Malta)  

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

No data available for Cyprus  

1.9.4. Employment rate gap between EU born and non-EU born  

Description: It is defined as the difference between the employment rates of employed 
born in the country and workers born outside the EU25.  

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO (19.M5), ECFIN 

Data source: Possibly EU LFS 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       -10.8 -9.4 -5.7 
EU15       12.1 7.9 9.30 

LAF Maquette, May 2009 

Time coverage: 2005-2007 

Geographical coverage: 25 MSs (except Ireland and Slovakia) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 4: Employment rate gap between EU born and non-EU born 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY -5.7 12 2.5 -20 ++ -- 

EU15 9.3   -1.42    
St.dev. 12.4   2.00    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

The employment rate gap between EU born and non-EU born is lower in Cyprus 
compared to EU 15 average. Cyprus is performing well (double positive) in terms of 
levels, performance in growth, however, is poor (double negative).  

As a relatively new destination for migrants, it is natural that those here are likely to have 
already secured employment rates than nationals. Hence these numbers seem 
reasonable for Cyprus. 

Moreover, the interpretation of this indicator is ambiguous. Why do we want the 
employment rate of the EU born lower than the non- EU born? If this is a mistake, needs 
to be fixed and hence the score for Cyprus would result in the opposite evaluation; poor 
in levels and good in growth.   
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1.9.5. Difference between unemployment rates of nationals and non-EU nationals 

Description: It is the difference between the unemployment rate of nationals and that of 
foreign residents whose nationality lies outside the EU25.  

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: N/A 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       -1.1 0.3 1 
EU15       8.60 7.90 7.50 

LAF Maquette, May 2009 

Time coverage: 2005-2007 

Geographical coverage: 17 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 5: Difference between unemployment rates of nationals and non-EU 
nationals 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 1.0 12 53.0 -30 ++ -- 

EU15 7.5   -6.60    
St.dev. 5.4   13.10    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 
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General comments 

The performance of Cyprus in this indicator is evaluated as good (double positive) in 
levels and poor (double negative) in growth. Most non-EU nationals come only if they 
already have a job secured. 

1.9.6. Difference between nationals and non-EU25 nationals participation rates 

Description: It measures the difference between the participation rate of nationals and 
that of foreign residents whose nationality lies outside the EU25.  

 (+) A high value is desirable. Wide differences may indicate that immigrants are not well 
integrated into domestic labour market, that immigration is not complementary to 
domestic labour supply, and that the quality of immigrant labour is relatively low. 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: N/A  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       10.40 10.1 7.50 
EU15       -3.70 -2.70 -3.10 

LAF Maquette, May 2009 

Time coverage: 2005-2007 

Geographical coverage: 25 MSs (except Ireland and Slovakia) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 6: Difference between nationals and non-EU25 nationals participation 
rates 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 7.5 9 -14.3 -4 + = 

EU15 -3.1   -6.11    
St.dev. 11.5   20.33    

LAF Maquette, May 2009 
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Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

General comments 

Cyprus has a high difference in participation rates between nationals and non-EU25 
nationals. The indicator score is fairly good (positive) in levels and neutral in growth. The 
result seems obscure, since most non-EU nationals come to Cyprus only if they have a 
job secured. 

1.9.7. Difference between foreigners and nationals in the share of those with less 
than upper secondary education  

Description: The indicator measures the difference between foreigners and nationals in 
the share of those with less than upper secondary education. Wide differences indicate 
that immigration may be related to the low quality of labour. 

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: OECD/Sopemi  

Data source: N/A  

Time coverage: 2003 

Geographical coverage: 17 MSs  

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical – limited time coverage 

No data available for Cyprus  

General comments  

It is known that the majority of foreign workers in Cyprus is low-skilled, mainly employed 
in private households, hotels and restaurants and construction. See appendix A9 for 
more details.  
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1.9.8. Employment rate gap between non EU and EU nationals  

Description: It measures the difference between employment rates of employed with the 
same nationality as country of residence and workers whose nationality lies outside the 
EU25. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: N/A  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       -7.69 -5.91 -4.41 
EU15       9.54 6.47 6.92 

LAF Maquette, May 2009 

Time coverage: 2005-2007 

Geographical coverage: 26 MSs (except Ireland) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Employment rate gap between non EU and EU nationals 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY -4.4 11 1.6 -19 ++ -- 

EU15 6.9   -1.31    
St.dev. 10.7   1.58    

LAF Maquette, May 2009 

Aggregation weight: 50% (narrow list indicator) 

General comments 

The employment rate gap between non EU and EU nationals seems lower in Cyprus 
compared to the EU 15 average. Cyprus is performing well (double positive) in terms of 
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levels, however, performance in growth is poor (double negative). The direction of the 
indicator is ambiguous; similar problems as indicator 1.9.4. (See comments for 1.9.4). 

1.9.9. Employment rate of foreign-born (% foreign-born population)  

Description: It is defined as the proportion of foreign born employed over foreign-born 
working age population (15-64).  

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: OECD 

Data source: N/A  

Time coverage: 2005-2006 

Geographical coverage: 18 MSs 

Aggregation weight: 50% (narrow list indicator) 

No data available for Cyprus 

1.9.10. Proportion of foreign-born population with primary education  (% total 
foreign-born population)  

Description: It is defined as the foreign born population with primary education over total 
foreign born population.  

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: OECD 

Data source:  

Time coverage: 2005 

Geographical coverage: 16 MSs 

Aggregation weight: 25% (narrow list indicator) 
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No data available for Cyprus 

1.9.11. Proportion of foreign-born population with tertiary education  (% total 
foreign-born population)  

Description: It is defined as the foreign born population with tertiary education over total 
foreign population.  

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: OECD 

Data source: N/A  

Time coverage: 2005 

Geographical coverage: 16 MSs 

Aggregation weight: 25% (narrow list indicator) 

No data available for Cyprus 

1.9.12. Crude rate of net migration (including corrections)  

Description: It represents the ratio of net migration during the year to the average 
population in that year. The value is expressed per 1000 inhabitants. The crude rate of 
net migration is equal to the difference between the crude rate of increase and the crude 
rate of natural increase (that is, net migration is considered as the part of population 
change not attributable to births and deaths). It is calculated this way because 
immigration or emigrations flows are either unknown or the figures are not sufficiently 
precise. The net migration rate is positively related to net migration and share of working 
age population among the LAF GDP components.  

(+) A high value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: N/A  
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY 6.1 5.7 6.6 9.7 17.1 21.3 19.0 11.2 16.3 
EU15          

LAF Maquette, May 2009 

Comments on data:  

We observe a significant increase in 2003 compared to the previous years. In 2003 there 
was an increase in the Cypriot population, perhaps due to the easing of border 
restrictions dividing Cyprus. Many Turkish-Cypriots had been applying for a Cypriot ID 
and passport which possibly explains the sudden population increase which is 
mistakenly considered as a net migration increase here. 

In 2004, Cyprus entered the European Union which led to an increase in the number of 
EU workers coming to Cyprus. The accession of Romania and Bulgaria in the EU might 
explain the 2007 increase.       

Time coverage: 1999-2007 

Geographical coverage: 27 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 12: Crude rate of net migration 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 16.3 24 1.3 20 ++ ++ 

EU15 4.5   0.22    
St.dev. 4.9   0.54    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned  

General comments 

Cyprus has the highest crude rate of migration among the 27 MSs. Thus, Cyprus is 
performing well (double positive) in terms of levels and growth.  
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1.9.13. Difference between native-born and foreign-born  of the share of those with 
primary education  

Description: It represents the difference between native-born and foreign-born of the 
share of those with primary education. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: OECD 

Data source: N/A  

Time coverage: 2005 

Geographical coverage: 16 MSs 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

No data available for Cyprus 
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1.9. A. Indicator Evaluation for policy area “Immigration and Integration Policies” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.9.2: Indicator Evaluation for policy area Immigration and Integration Policies 

Indicator  Weight No data available 
for Cyprus in the 
Maquette 

Incorrect/ 
inaccurate 
data for 
Cyprus 

Not 
representative/ 
useful indicator 
for Cyprus 

Insufficient 
description/ 
unclear 
computation 
procedure 

Inappropriate 
indicator for 
this policy area 

Possible 
improvements 
for the 
indicator 

Narrow List Indicators:         

1. Share of employed foreign- 
born population over total 
population 

0.33 No data for CY     
Share of foreign 

employment over 
total employment 

4. Employment rate gap 
between EU-born and non-EU 
born (birth place) 

0.17     Ambiguous 
interpretation  

8. Employment rate gap 
between non-EU and EU 
nationals ( nationality) 

0.17     Ambiguous 
interpretation  

9. Employment rate of foreign- 
born (% of foreign-born 
population) 

0.17 No data for CY      

10. Proportion of foreign-born 
population with primary 
education (% total foreign-born 
population) 

0.08 No data for CY      

11. Proportion of foreign-born 
population with tertiary 
education (% total foreign born 
population) 

0.08 No data for CY      
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Wider List Indicators:        

2. Share of foreign population 
over total population 
(citizenship) 

  

Some years 
missing for CY/ 
slightly changes 

growth score 

    

3. Share of foreign born 
population over total population 
(birth place 

 No data for CY      

5. Difference between 
unemployment rates of 
nationals and non-EU nationals 

     Ambiguous 
interpretation  

6. Difference between 
participation rates of nationals 
and non-EU25 nationals 

     Ambiguous 
interpretation  

7. Difference between 
foreigners and nationals in the 
share of those with less than 
upper secondary education 

 No data for CY      

12. Crude rate of net migration 
(including corrections)        

13. Difference between native-
born and foreign-born of the 
share of those with primary 
education 

 No data for CY      
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1.9 B. Aggregate Scores on “Immigration and Integration Policies” 

To calculate the aggregate score both in levels and changes, we calculate the weighted 
average of the indicators included in the narrow list given the aggregation weights 
specified. 

Table 1.9.3: Immigration and integration policies – Aggregate scores on levels  
 Share of 

employed 
foreign-

born 
population 
over total 

population  
(OECD-

Eurostat-
2008) 

Employment 
rate gap 

between non 
EU and EU 
nationals 
(EMCO 
19.M5) 

 

Employme
nt rate gap 
between 
EU born 

and non-EU 
born 

(EMCO19.M
5)  

Employme
nt rate of 
foreign-
born (% 
foreign-

born 
population) 

(OECD, 
2008)  

Proportion of 
foreign-born 
population 

with primary 
education  (% 
total foreign-

born 
population) 

(OECD 2008)  

Proportion 
of foreign-

born 
population 

with tertiary 
education  

(% total 
foreign-born 
population) 

(OECD 2008)  

Aggregate 
score 

Indicator 
type performance performance performance performance performance performance  

Weights 0.33 0.17 0.17 0.17 0.08 0.08  
CY N/A 12.08 10.58 N/A N/A N/A 11.3 

EU15 6.0 9.3 6.9 62.3 48.8 19.9  
std-dev 2.4 12.4 10.7 5.2 6.6 7.4  

Gap EU15-
EU27 0.1 -0.4 -0.9 0.1 0.5 0.5  

Gap EU15-
Five best -2.7 -13.6 -13.3 -7.3 -6.1 -8.2  

Gap EU15-
EU5 -1.6 -9.7 -5.2 -0.4 9.4 5.0  

LAF Maquette, May 2009 

This policy area is covered very poorly by the choice of indicators in the narrow list and 
the absence of data for Cyprus in most of the indicators leaves the total evaluation of the 
policy area captured only by the employment rate gap indicators. Moreover, these 
indicators are perhaps of ambiguous interpretation since a much higher employment for 
nationals compared to foreigners might not necessarily be a good condition for a 
country. This possibly implies that immigrants are not well integrated in the market or 
that the quality of labour is low.   

An alternative narrow list for the area could also include performance indicators which 
will also indicate the importance of the policy area for a country, such as the employment 
of foreign workers as a proportion of total employment, as suggested in Table 1.9.2.; 
indicators that measure the quality of labour such as the proportion of foreign born 
population with primary or tertiary education as a proportion of foreign employment 
(indicators 10 and 11) or the percentage of  foreign workers employed in the primary 
/tertiary sectors.  These kinds of data are available for Cyprus and possibly for most of 
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the countries, hence it would result in a more accurate evaluation for non-OECD 
members. 

Table 1.9.4: Immigration and integration policies – Aggregate scores on growth rate 
 Share of 

employed 
foreign-born 
population 
over total 
population 
(+) (OECD-
Eurostat-

2008) 
 

Employment 
rate gap 

between non 
EU and EU 
nationals 
(EMCO 

19.M5)(-) 
 

Employment 
rate gap 

between EU 
born and 
non-EU 

born 
(EMCO19.M

5) (-) 

Employment 
rate of 

foreign-born 
(% foreign-

born 
population) 

(OECD, 
2008) (+) 

Proportion of 
foreign-born 
population 

with primary 
education  (% 
total foreign-

born 
population) 

(OECD 2008) 
(-) 

Proportion of 
foreign-born 
population 
with tertiary 

education  (% 
total foreign-

born 
population) 

(OECD 2008) 
(+) 

Aggregat
e score 

Indicator 
type performance performance performance performance performance performance  

Weights 0.33 0.17 0.17 0.17 0.08 0.08  
CY N/A -19.70 -18.65 N/A N/A N/A -19 

EU15 0.2 -1.4 -1.3 1.0 N/A N/A  
std-dev 0.3 2.0 1.6 1.4 N/A N/A  

Gap 
EU15-
EU27 0.0 -1.4 -1.3 0.1 N/A N/A  
Gap 

EU15-
Five best -0.4 -3.7 -3.1 -1.4 N/A N/A  

Gap 
EU15-
EU5 -0.1 -0.3 -1.3 0.3 N/A N/A  

LAF Maquette, May 2009 

With the current choice and availability of indicators in the narrow list, both level and 
growth aggregate scores are not representative for this policy area for Cyprus.  

1.9. C. General evaluation of the policy area 

Immigration and integration policies are very important for Cyprus. The introduction of 
foreign workers to Cyprus is one of the most important developments in the Cypriot 
Labour market over the last two decates. In 2006, foreign workers in Cyprus amount to 
60 900, which is approximately 17% of total employment. More information regarding 
foreign workers in Cyprus is given in Appendix A9 and A10. Due to its importance, the 
impact of foreign workers in Cyprus has been studied by Christofides et al., in many 
studies published by the Economics Research Center of the University of Cyprus (See 
Section 1.9.D for a detailed analysis of the quantitative impact of immigration on the 
Cypriot economy). The introduction of foreign workers in Cyprus has, on the other hand, 
created some social concerns. What is more, it added to the low quality of labour, since 
the majority of foreign workers are low-skilled. Finally, an enormous number of foreign 
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workers (perhaps 50 000) are estimated to work illegally in the country. Cyprus is 
vulnerable because of illegal immigration channeled through the occupied north. 

1.9. D. Quantitative analysis from the existing literature 

Christofides L., S. Clerides, C.Hadjiyiannis, M. Michael and M. Stefanides (2005) 
estimate, the effect of foreign worker employment on gross domestic product of the 
Cypriot economy, by sector and in the economy as a total, using data for the period 
1995-2004 provided in CYSTAT publications. According to their estimations, the 
contribution of foreign workers to the growth rate of total gross value added in 2004 
compared to 1995 was 54.2% which is the highest contribution among all factors of 
production. If the number of foreign workers in 2004 was the same as that in 1995, the 
increase of total gross value added would have been 16.91% instead of 36.93%, while at 
the same time the average annual growth rate would have been 1.56% instead of 3.4%. 

Christofides L., S. Clerides, C.Hadjiyiannis, M. Michael, M. Michalopoulou and M. 
Stefanides (2006) examine whether the presence of foreign workers in Cyprus has 
affected the wages of domestic workers, and to which extent, using micro data from 
Household Expenditure Surveys for the years 1990/1, 1996/7and 2002/3 provided by 
CYSTAT. Their analysis showed that workers with no skill and less than secondary 
education have been affected negatively from the increase of foreign workers. Skilled-
workers with secondary education seem to have benefited marginally from the increase 
of foreign workers. Skilled-workers with college or university education have benefited a 
lot from the increase in the number of foreign workers.  

Christofides L., S. Clerides, C.Hadjiyiannis and M. Michael (2008), using micro data from 
Household Expenditure Surveys for the years 1996/7 and 2002/3, investigate the factors 
that determine female labour force participation in Cyprus and in particular, whether the 
possibility of employing domestic housekeepers contributes to the increase in 
participation of married women in the workforce. According to their estimations, 
“domestic assistance” provided by foreign workers has increased the likelihood of 
women’s participation in the labour force. Women who employ a domestic assistant are 
20.5% more likely to participate in the labour market than those who don’t. Therefore, 
the possibility of acquiring “domestic assistance” increases female labour supply and 
encourages inactive women to enter the labour market.  

The impact of immigration on unemployment, labour force participation and part-time 
employment was investigated by Christofides L., S. Clerides, C.Hadjiyiannis, M. Michael 
and M. Stefanides (2008) using micro data from the EU Labour Force Surveys for the 
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period 1999-2005. The study found that the presence of foreign workers has not affected 
total unemployment or total labour force participation in Cyprus. Part-time employment 
seems to be marginally affected overall. On the other hand, the presence of foreign 
workers affects the probability of unemployment, labour force participation and part-time 
employment of some age and education groups. Specifically, the higher education level 
and younger groups seem to have a higher probability of being unemployed. Moreover, 
the increase in foreign workers has decreased the labour force participation of domestic 
people aged 20-39 with primary education. People in this group have the same skills as 
foreign workers and thus are competing them. Finally, an increase in foreign workers 
increases the probability of part-time employment for all individuals less than 39 years, 
for any education level.    
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1.10. Labour market mismatch and labour mobility 

Labour market mismatch and labour mobility policies refer to wide a range of regulatory 
provisions that aim at stimulating labour movement across regions and across 
occupational sectors. This policy area aims at enhancing labour supply and closing jobs 
mismatch by improving the conditions for workers to take up a job, distant from their 
main centre of interest or in sectors other than the sector of their former employment. 
Labour market mismatch and labour mobility policies include a disparate set of 
measures ranging from those providing economic incentives for housing, to the 
recognition of acquired qualifications and skills or improving the portability of 
supplementary pension rights. Since sectors tend to be concentrated geographically, 
geographical and occupational mobility are interrelated. Measures that stimulate labour 
mobility would reduce unemployment through better match between labour supply and 
labour demand. Better mobility could also have a positive impact on participation rates of 
males and females.  

1.10.1. Change in the sectoral employment shares 

Description: It measures the degree of employment reallocation. Shift share indicators 
based on 10 sectors: It is calculated as half the sum of the absolute changes of the 
employment shares across the 10 sectors. 

(+) A high level value is desirable  

Indicator type: Performance indicator 

Indicator Source: Eurostat/ECFIN 

Data source: N/A  

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY         8.9% 
EU15   11.59% 13.7% 15.8% 17.9% 20.0% 22.1% 24.2% 

LAF Maquette, May 2009 

Time coverage: 2001-2007 

Geographical coverage: 21 MSs (except Denmark, Estonia, Lithuania, Luxemburg, 
Latvia and Malta) 
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Indicator values for Cyprus:  

LAF Maquette INDICATOR 1: Change in sectoral employment shares 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 0.1 -9 N/A N/A  - N/A 

EU15 0.2   0.02    
St.dev. 0.2   0.02    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

Cyprus has fairly poor (negative) performance in terms of levels, while no score is 
provided for growth.  

Cyprus cannot be evaluated based on this indicator since we only have one value 
available. The adjustment of an economy cannot be judged based on only one year. 
Cyprus employment shares by sector over the last year are available by CYSTAT and 
are provided in Appendix A10. Data should be added in the Maquette for the calculation 
of this indicator. In case of incompatibility of sectors, then an alternative indicator should 
be used, using sector definitions available for all countries. As we can see there was a 
gradual turn of the economy from manufacturing and agriculture towards services.  

1.10.2. Mismatch by education 

Description: It represents the variance of relative unemployment rate by educational 
attainment. The relative unemployment rate is just defined as the ratio of the 
unemployment rate for the given education attainment (lower secondary education and 
less, higher secondary education, tertiary education) to the total unemployment rate.  

(-) An algebraically low value is desirable. A higher value means a greater mismatch 
between the labour supply and labour demand structure by educational attainment, 
resulting in higher unemployment rate in some educational groups (e.g. the low 
educated). 

Indicator type: Performance indicator 

Indicator Source: Eurostat/ECFIN 
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Data source: EU LFS 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY  0.1 0.1 0.0 0.0 0.1 0.0 0.0 0.03 
EU15 0.2 0.2 0.2 0.1 0.1 0.1 0.1 0.2 0.20 

LAF Maquette, May 2009 

Comments on data 

Due to the small unemployment rates in Cyprus the difference between the relative 
unemployment rate of the low educated (or secondary or tertiary educated people) from 
the average unemployment rate is very small. Hence, the variance is around zero for 
Cyprus.  

Time coverage: 1999-2007 

Geographical coverage: 26 MSs (except Malta) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 2: Mismatch by education 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 0.0 7 0.0 9 + + 

EU15 0.2   0.01    
St.dev. 0.2   0.02    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

Cyprus is performing well (positive) in Mismatch by education in terms of levels and 
growth.  
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1.10.3. Dispersion of regional employment rates, male aged 15+, NUTS2 

Description: It is defined as the standard deviation of male employment rates divided by 
the national average for the age group 15 + based on NUTS2 (Nomenclature of Units for 
Territorial Statistics86).  

 (-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: Down to NUTS level 2, the source for regional unemployment data is the 
EU LFS87 

Time coverage: 2000-2007 

Geographical coverage: 18 MSs 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Not mentioned  

No data available for Cyprus 

                                                 
86 NUTS IS a hierarchical classification of administrative boundaries developed by Eurostat. The idea behind 
NUTS is to provide a common designation for different levels of administrative geographic boundaries 
across the EU regardless of local language and naming conventions. The NUTS levels are defined in terms 
of minimum and maximum population sizes: 

Level Population 
NUTS 1 3,000,000 - 7,000,000 
NUTS 2 800,000 - 3,000,000 
NUTS 3 150,000  -   800,000 

In England these are interpreted as: 

Level Administrative Level 
NUTS 1 Government Office Regions 
NUTS 2 Counties or groups of counties 
NUTS 3 Countries or groups of unitary authorities 

 
 
87http://epp.eurostat.ec.europa.eu/portal/page/portal/product_results/search_results?mo=containsall&ms=dis
persion+of+regional+employment+rates&saa=&p_action=SUBMIT&l=us&co=equal&ci=,&po=equal&pi=, 
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1.10.4. Dispersion of regional employment rates, female aged 15+, NUTS2 

Description: It is defined as the standard deviation of female employment rates divided 
by the national average for the age group 15 + based on NUTS2.  

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS 

Time coverage: 2000-2007 

Geographical coverage: 18 MSs 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

No data available for Cyprus 

1.10.5. Dispersion of regional unemployment rates, total population aged 15+, 
NUTS2 

Description: It is defined as the standard deviation of unemployment rates divided by the 
national average for the age group 15 + based on NUTS2. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS88 

Time coverage: 2000-2007 

Geographical coverage: 18 MSs 

                                                 
88http://epp.eurostat.ec.europa.eu/portal/page/portal/product_results/search_results?mo=containsall&ms=dis
persion+of+regional+unemployment+rates&saa=&p_action=SUBMIT&l=us&co=equal&ci=,&po=equal&pi=, 
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Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Redundant – correlated with other indicators 

No data available for Cyprus 

1.10.6. Dispersion of regional unemployment rates, total population aged 15+, 
NUTS3 

Description: It is defined as the standard deviation of unemployment rates divided by the 
national average for the age group 15 + (NUTS3). 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: EMCO 

Data source: EU LFS. For NUTS level 3, either the distribution of LFS NUTS level 3 data 
or the distribution of register NUTS level 3 data is used. 

Time coverage: 2000-2007 

Geographical coverage: 23 MSs (except Cyprus, Denmark, Luxemburg and Malta) 

Aggregation weight: 100% (narrow list indicator) 

No data available for Cyprus 
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1.10.7. Vacancies per 1000 unemployed 

Description: It is defined as the ratio between the total stock of vacancies compared to 
the total number of unemployed (v/ 1000u ratio89).    

(-) An algebraically low value is desirable 

Indicator type: Performance indicator                                                                                                                

Indicator Source: EMCO 

Data source: N/A 

Data values for Cyprus (vacancies per 1000 unemployed): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY       148.0 170.1   
EU15          

LAF Maquette, May 2009 

Alternative data values for Cyprus (vacancies per unemployed): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY*       145.7 173 865 

* Notes: Our own estimates based on Eurostat data  

Sources: EU LFS, Eurostat, postal questionnaires or computer-assisted telephone interviewing (CATI). 

Comments on data: 

Using data from Eurostat, we calculate the 2005, 2006 and 2007 values for Cyprus. 
Total number of vacancies90is divided by the total number of unemployed (1000)91 as it is 
determined in the indicator’s description.  

Table 1.10.1: Data used for the construction of the indicator Vacancies per 1000 unemployed 

 CY 2005 CY 2006 CY 2007 
Total number of vacancies 2842 2942 13320 

Total number of unemployed (1000) 19.5 17 15.4 

Sources: EU LFS, Eurostat, postal questionnaires or computer-assisted telephone interviewing (CATI). 

The above calculations are comparable to the computations in the Maquette except for 
the 2007 value that is not yet available in the Maquette. The 2007 value varies from the 

                                                 
89 Possible typo: since it is vacancies per 1000 of unemployed, it should be 1000v/ u  instead of v/ 1000u 
90 http://epp.eurostat.ec.europa.eu/portal/page/portal/labour_market/job_vacancies/database 
91 http://nui.epp.eurostat.ec.europa.eu/nui/show.do?dataset=lfsa_ugan&lang=en 
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previous years. This is due to an extremely high member of vacancies provided by 
Eurostat which is possibly wrong.  

Time coverage: 2001-2007 

Geographical coverage: 19 MSs 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 7: Vacancies per 1000 employed 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 170.1 7 22.0 -1 + = 

EU15 318.7   17.96    
St.dev. 206.1   32.39    

LAF Maquette, May 2009 

Aggregation weight: 100% (narrow list indicator) 

General comments 

The performance of Cyprus in Vacancies per 1000 unemployed is evaluated as good 
(positive) in terms of levels and neutral in terms of growth. 

1.10.8. Change in sectoral composition of unemployment (shift share) between 
2007 and 2000 - Men (3 sectors: services, industry and agriculture) 

Description: Shift share indicator based on 3 sectors: services, industry and agriculture. 
It is calculated as the half the sum of the absolute changes of male unemployment 
shares across the 3 sectors. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: Eurostat 
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Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY         1.40 
EU15         1.57 

LAF Maquette, May 2009 

Time coverage: 2007 

Geographical coverage: 24 MSs (Malta, Poland and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 8: Change in sectoral composition of unemployment between 2007 and 
2000 - Men 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 1.4 -2 N/A N/A = N/A 

EU15 1.6   N/A    
St.dev. 0.9   N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical – Limited time coverage 

General comments 

The performance of Cyprus in this indicator is evaluated as neutral in levels.  

According to Appendix 10 (Table A.10.2.), male unemployment seems to have risen in 
the primary sector (agriculture, forestry, fishing, mining and quarrying). The same holds 
for the tertiary sector (hotels and restaurants, transportations, communications and other 
services). However, in the secondary sector (manufacturing, electricity and 
constructions), male unemployment has fallen during the last years.  
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1.10.9. Change in sectoral composition of unemployment (shift share) between 
2007 and 2000 - Women (3 sectors: services, industry and agriculture) 

Description: Shift share indicator based on 3 sectors: services, industry and agriculture. 
It is calculated as the half the sum of the absolute changes of female unemployment 
shares across the 3 sectors. 

(-) An algebraically low value is desirable 

Indicator type: Performance indicator 

Indicator Source: Eurostat 

Data source: Eurostat 

Data values for Cyprus (%): 

 1999 2000 2001 2002 2003 2004 2005 2006 2007 
CY         3.37 
EU15         2.00 

LAF Maquette, May 2009 

Time coverage: 2007 

Geographical coverage: 24 MSs (Malta, Poland and Romania) 

Indicator values for Cyprus:  

LAF Maquette INDICATOR 9: Change in sectoral composition of unemployment between 2007 and 
2000 - Women 

 Level Growth-change Qualification 

  Rate Score on level Change Total score on 
growth rate  Level Growth 

rate  

CY 3.4 16 N/A N/A ++ N/A 

EU15 2.0  N/A    
St.dev. 0.9   N/A    

LAF Maquette, May 2009 

Aggregation weight: 0% (wider list indicator) 

Reason excluded from narrow list: Statistical – Limited time coverage 
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General comments 

The performance of Cyprus in this indicator is evaluated as good (double positive) in 
levels. 

According to Appendix 10 (Table A.10.2.), female unemployment seems to have risen in 
the primary sector (agriculture, forestry, fishing, mining and quarrying). The same holds 
for the tertiary sector (hotels and restaurants, transportations, communications and other 
services). However, in the secondary sector (manufacturing, electricity and 
constructions), female unemployment has fallen during the last years especially in 
manufacturing and the electricity sector.  
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1.10. A. Indicator Evaluation for policy area “Labour Market Mismatch and Labour Mobility” 

In this section, we list all indicators included in the narrow and wider list, along with the relevant aggregation weight used in the 
Maquette for each of them. In the columns next to each indicator we summarize any problems observed that affect the reliability or 
the relevance of the indicator for this policy area, focusing on the case of Cyprus. The problems have already been analyzed in 
detail. 

Table 1.10.2: Indicator Evaluation for policy area labour market mismatch and labour mobility 

Indicator  

Weight 
No data available 
for Cyprus in the 

Maquette 

Incorrect/ 
inaccurate 

data for 
Cyprus 

Not 
representative/ 
useful indicator 

for Cyprus 

Insufficient 
description/ 

unclear 
computation 
procedure 

Inappropriat
e indicator 

for this 
policy area 

Possible 
improvement

s for the 
indicator 

Narrow List Indicators:         
1. Change in sectoral employment 
shares 0.25 

Only 2007 value 
available – No growth 

score available 
 

Not representative/ 
useful since only 

one value 
   

2. Mismatch by education  0.25       
6. Dispersion of regional 
unemployment rates, total 
population aged 15+, NUTS3 

0.25 No data available for 
CY  CY is a small size 

country    

7. Vacancies per 1000 
unemployed 0.25       

Wider List Indicators:        

3. Dispersion of regional 
employment rates, males aged 
15+, NUTS2 

 No data available for 
CY  CY is a small size 

country    

4. Dispersion of regional 
employment rates, females aged 
15+, NUTS2 

 No data available for 
CY  CY is a small size 

country    

5. Dispersion of regional 
employment rates, total pop. aged 
15+, NUTS2 

 No data available for 
CY  CY is a small size 

country    

8. Change in sectoral  Only 2007 value      
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unemployment (shift share) 
between 2007 and 2000- MEN 

available 

9. Change in sectoral 
unemployment (shift share) 
between 2007 and 2000- MEN 

 Only 2007 value 
available      
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1.10 B. Aggregate Scores on “Labour Market Mismatch and Labour Mobility 

To calculate the aggregate score both in levels and changes, we calculate the 
weighted average of the indicators included in the narrow list given the aggregation 
weights specified. 

Table 1.10.2 Labour market mismatch and labour mobility – Aggregate scores on levels 
Indicators Change in the 

sectoral 
employment shares 

(Shift-share 
indicator based on 
10 sectors: half the 
sum of the absolute 

changes of the 
employment shares 
across all sectors). 

Mismatch by 
education 

(Variance of 
relative 

unemployment 
rate by 

educational 
attainment - 

ISCED 
decomposition) 

Dispersion of 
regional (NUTS 

level 3) 
unemployment 

rates of age 
group 15-64 

(%) 

Vacancies per 
1000 

unemployed 
(EMCO 20A2) 

Aggregate 
score 

Indicator type performance performance performance performance  
Weights 0.25 0.25 0.25 0.25  
CY -8.85 7.01 N/A 7.21 1.8 
EU15 0.2 0.2 40.9 318.7  
std-dev 0.2 0.2 12.3 206.1  
Gap EU15-
EU27 0.2 -0.2 0.4 10.3  
Gap EU15-Five 
best 0.1 -2.3 -13.6 -184.7  
Gap EU15-EU5 0.2 -0.1 15.0 -115.9  

LAF Maquette, May 2009 

 

Table 1.10.3 Labour market mismatch and labour mobility – Aggregate scores on growth rate 
Indicators Change in the 

sectoral 
employment shares 

(Shift-share 
indicator based on 
10 sectors: half the 
sum of the absolute 

changes of the 
employment shares 
across all sectors). 

Mismatch by 
education 

(Variance of 
relative 

unemployment 
rate by 

educational 
attainment - 

ISCED 
decomposition) 

Dispersion of 
regional (NUTS 

level 3) 
unemployment 

rates of age 
group 15-64 

(%) 

Vacancies per 
1000 

unemployed 
(EMCO 20A2) 

Aggregate 
score 

Indicator type performance performance performance performance  
Weights 0.25 0.25 0.25 0.25  

CY N/A 8.92 N/A -1.26 4 
EU15 0.0 0.0 -1.2 18.0  
std-dev 0.0 0.0 1.3 32.4  
Gap EU15-
EU27 0.0 0.0 -0.1 -4.7  
Gap EU15-Five 
best 0.0 -0.1 -3.7 -49.9  
Gap EU15-EU5 0.0 0.0 -1.2 41.8  

LAF Maquette, May 2009 
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1.10. C. General evaluation of the policy area 

Labour mobility is not so relevant for Cyprus because of its small size. Labour market 
mismatch, however, it is more relevant since a lot of Cypriots cannot find employment 
in their field of study or interest. Cyprus performs relatively well compared to the EU, 
though there is room for improvement.  
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APPENDIX A: Supplementary Information on Labour Market Conditions and 
Legislation in Cyprus 

A1: Training schemes in Cyprus 
HRDA is a semi-public organization, under the competence of the Minister of Labour and Social 
Insurance, which is responsible for the formulation and implementation of the employment policy 
in Cyprus. HRDA’s mission is the creation of suitable conditions for systematic training and 
human resource development, in all levels and sectors. HRDA activities are funded through the 
Human Recourse Development Fund, which is established for this purpose. Each employer must 
contribute to the HRD Fund, no more than 1% on the payroll for each employee. 

HRDA currently promotes training activities via four schemes: (i) Initial Training Scheme, (ii) 
Continuing Training Scheme, (iii) Temporary Scheme for Training of the Unemployed and (iv) 
Promoting Training Infrastructure Scheme. 

Initial Training aims at the acquisition of basic knowledge and skills required for effective job 
implementation. In these programs, the main participants are usually unemployed and inactive 
individuals or new-hired staff from enterprises and organizations. The availability of initial training 
activities is important, since it results in the acquisition of knowledge and skills that help 
individuals to find employment; it helps in the acquisition of recognized professional qualifications 
and helps in the upgrade and modernization of enterprises by increasing the high-skilled 
personnel. Examples of Initial Training schemes currently used are: payments for attendance in 
the apprenticeship system, intensive lessons, regular training for new employees, practical 
training of students, employment of tertiary graduates in private firms and training of newcomers 
on safety and health issues.  

Continuing Training activities affect all sectors of economy and all levels of hierarchy. This 
scheme aims at the completion, enrichment and improvement of knowledge and skills of an 
individual depending on the job requirements. The benefits of promoting continuing training 
activities include: the improvement of the management level and the adjustment of enterprises to 
new challenges created by international competition; the import and adaptation of new 
technologies; the acquisition of special skills for improving products and services quality and the 
acquisition of recognized professional skills for the employees. 

Table A.1.1: HRDA Expenditures on Training for 2006 and 2007 

Programmes 2006 in CYP 2007 in CYP 
Initial training programmes 901,743 995,749 
Continuing training programmes 5,599,996 5,599,982 
Professional qualification standards 3,232 2,567 
Provision of consulting services related to 
human recourse management to enterprises 264,410 271,363 

Promoting Training Infrastructure 80,699 58,926 
Evaluation and Certification of Training 
Providers - 24,615 

Schemes funded by the European Social 
Funds and HRDA 28,235 1,222,315 

Total 6,875,315 8,175,517 

Source: Cyprus Human Recourse Development Authority 
http://www.hrdauth.org.cy/Ipiresies.htm 

 
The Temporary Scheme for Training of the Unemployed aims at improving knowledge and skills 
for unemployed individuals in order to rehabilitate in employment. It is a new program entered into 
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force in 2009. It will initially last for one year but will be reviewed depending on future needs.  The 
program includes the cost of training (€10 per hour of training), an attendance benefit (€8 for each 
hour of training) and social security contributions for the participants. The number of participants 
for 2009 is estimated to be around 1000 with a total cost of €1,040,000. 

Finally, the Scheme for Promoting Training Infrastructure of organizations aims at covering 
training needs in sectors, jobs or aspects of priority. The term “training infrastructure” includes 
technical equipment of training, audio-visional tools, specifications/content of programs and 
instructors of education centers.  The grant paid captures 45% or 30% of the approved spending 
for enterprises or organizations respectively. There is a maximum grant amount for each 
category. 

A2: Income tax and Benefits in Cyprus 

Income Tax for individuals in Cyprus 

Income tax rates for individuals in Cyprus are relatively low. The personal exception level is high 
and the marginal tax rates thereafter are relatively low. Income tax rates are provided in the 
Tables below for the period 1991-2008: 

Tax Years  
% 1991 – 1995 (£) 1996 – 1999 (£) 2000 – 2001 (£) 2002 (£) 2003 (£) 

0% 0 – 2 000 0 – 5 000 0 – 6 000 0 – 9 000 0 – 9 000 
20% 2 001 – 4000 5 001 – 8 000 6 001 – 9 000 - 9 000 – 12 000 
25% - - - -  12 001 –15 000 
30% 4 001 – 8 000 8 001 – 11 000 9 001 – 12 000 9 001 – 12 000 15 001 and over 
40% 8 001 and over 11 001 and over 12 001 and over 12 001 and over  

 

Tax Years  
% 2004 – 2006(£) 2007 (£) 2007 (€) 2008 (€) 

0%  0 – 10 000 0 – 10 750  0 - 18 470 0 – 19 500 
20%  10 001 – 15 000 10 751 – 15 750 18 471 - 27 060 19 501 – 28 000 
25% 15 001 – 20 000 15 751 – 20 600 27 061 - 35 394 28 001 – 36 300 
30% 20 001 and over 20 600 and over 35 395 and over 36 301 and over 

Source: Inland Revenue Department, Ministry of Finance 

http://www.mof.gov.cy/mof/ird/ird.nsf/All/5C27792BB4607D71C22573A30024C374?OpenDocument 

 

Social Security Contributions (SSC) 

The Social Insurance Scheme is financed by contributions paid by the employers, the insured 
persons and the State. In the case of employed persons, the contribution is 17.9% of their 
‘insurable earnings’ and is shared among the employer, the employee and the State in the 
proportion of 6.8%, 6.8% and 4.3% (since April 2009). For the years before the contribution 
was 16.6% of their ‘insurable earnings’, shared among the employer, the employee and the 
State in the proportion of 6.3%, 6.3% and 4%. 

‘ Insurable earnings’ are earnings on which contributions and benefits are calculated and 
include any remuneration derived from employment, excluding ex-gratia payments and 
occasional bonus, but including the contributions payable in respect of that person to the 
Central Holiday Fund.  The insurable earnings include a lower limit, known as basic earnings, 
which is set to €154.07 a week or €8,012 a year for 2009. (For 2008 the amount was € per 
week and € per week for 2007. The legislation also defines a maximum amount of insurable 
earnings for the purpose of contributions, which is revised every year.  For 2009 the maximum 
amount of insurable earnings is €924 per week or €4,004 per month.  In the case where 
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earnings are higher than the maximum amount of insurable earnings, no contribution is paid on 
that higher amount. 

In the case of self-employed persons, the contribution is 16.9% on the insurable income of the 
person concerned.  Out of 16.9%, 12.6% is paid by the self-employed himself and 4.3% by the 
State.  Before April 2009 the contribution payable by the self-employed was 11.6% and the 
corresponding state contribution 4%.  

The insurable earnings of self-employed persons are fixed by regulations according to the 
specific occupational category.  For each category of self-employed persons a compulsory 
minimum insurable income is prescribed, but the individual self-employed person has the right 
to opt for a higher income up to the maximum insurable earnings.  If a self-employed person 
proves that his actual income is lower than the minimum insurable income of his occupational 
category, he is allowed to pay contributions on his actual income. 

In the case of voluntary contributors, the contribution is 14.8% on the amount declared of 
earnings which they fix.  Out of the 14.8%, 11% is paid by the voluntary contributor himself and 
3.8% by the State. Voluntary contributors working abroad in the service of Cypriot employers 
pay contributions of 13.6% on either the basic insurable earnings or their normal earnings, as 
agreed in the respective contract of employment, up to the maximum insurable earnings.  An 
additional contribution of 4.3% is paid by the State.  

Persons serving in the National Guard form a special category of insured persons and the 
special contribution payable by the Government for these persons is fixed at a flat rate per 
week. 
Source: Social Insurance in Cyprus, Department of Social Insurance Services, Publications 
http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/dmlpublications_en/dmlpublications_en?OpenDocument 

 

Unemployment Benefits in Cyprus 

The Department of Social Insurance in the Ministry of Labour and Social Insurance is 
responsible for the provision of unemployment and other social insurance benefits in Cyprus. 

Unemployment benefits are income related and consist of a basic and a supplementary part. 
The basic benefit corresponds to 60% of the “basic earnings” of the previous year on which 
contributions have been paid. The amount of the basic earnings for 2009 is €154.07 a week. 
The basic benefit is increased by 1/3 for the first dependent and by 1/6 for each additional 
dependent (up to 2). The increase for the first dependent is applicable, only if the dependent’s 
earnings do not exceed the amount that corresponds to the extra amount added for additional 
dependents. In cases where both husband and wife are allowed to get unemployment benefit, 
the increase due to additional dependents will be added only to one of the two. The 
supplementary benefit corresponds to 50% of the earnings above the basic, but cannot exceed 
the basic earnings of the beneficiary, which have been received in the previous year on which 
contributions have been paid. The maximum benefit is two times the basic insurable earnings. 

The maximum duration for the unemployment benefit is 156 working days. Though most 
unemployed individuals find work within six months of being laid off, the social welfare system 
provides a further safety net for individuals, whose benefit entitlement has been exhausted. If a 
person remains unemployed more than six months, then for the next 156 working days (i.e. up 
to a year being unemployed) the government continues to pay the SSC for the unemployed but 
no benefit. If without the unemployment benefit the individual does not have adequate 
recourses for surviving, then the individual is entitled for social assistance. 

A person re-qualifies for unemployment benefit if his total contributions on earnings (up to the 
are not lower than 26 times the weekly amount of the basic benefit (€92.40 for 2009). In 
addition, a period of 26 weeks must have elapsed. For persons over 60 years old, who do not 
receive any pension under any occupational scheme, this period is reduced to 13 weeks after 
exhaustion. 
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Source: The Social Insurance Law, Department of Social Insurance Services, Schemes/ Legislations, 
2009 

http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/All/9E59120972AA431CC2256DBE0024EF3B?OpenDocument 

 

Social Assistance in Cyprus 

Any social assistance benefits are administered by the Department of Social Welfare Services in 
the Ministry of Labour and Social Insurance. Every person legally residing in Cyprus is entitled 
(provided that the eligibility criteria set by law are met) to public assistance if his/her resources do 
not meet his/her basic and special needs as determined by the relevant legislation. Public 
Assistance safeguards every individual’s right to a decent standard of living.  

Social assistance is provided in the form of money and/or services to persons whose recourses 
do not mean their basic and special needs as determined by law (2006). It also makes special 
provision for those who are more vulnerable to social exclusion such as single parents, parents 
with more than 4 children, persons with sickness or disable, even when they are employed if 
necessary.  

Rates for basic needs are reviewed annually to comply with the rising cost of living. Since 
1.7.2008 the public assistance monthly benefit is €425 for the head of the household, €212.50 for 
every dependent aged above 14 years old and €127.50 for every dependent less than 14 years 
old. Social assistance might include a rent allowance a medically prescribed diet allowance, 
home-care, day-care, house equipment, house repairs, allowance for mortgage interest deriving 
from a house loan, etc. To determine whether someone is entitled of social assistance, the state 
investigates the amount of earnings and property value for both members of the couple as well as 
their total needs. 
Sources: Public Assistance, Old Persons and Persons with Disabilities, Social Welfare Services, 2009. 
http://www.mlsi.gov.cy/mlsi/sws/sws.nsf/All/5F50B50A26C8DE42C2256E770036ED36?OpenDocument 

Louis N. Christofides (2007), “Unemployment Insurance and Social Welfare in Cyprus Statements and 
Comments”, Peer Review: Implementing the new basic allowance for job seekers, 17-18 April 2007. 

http://www.mutual-learning-employment.net/Downloads/Germany2007/Cyprus_DE_07.pdf 

 

Cyprus Minimum Wage Rates 

The minimum wage rates for Cyprus are determined by the Cyprus Minimum Wage Law, initially 
established in 1941 and updated several times since then. Based on the existing legislation, 
monthly minimum wages are set for only the following six occupations: (i) salesmen, (ii) clerks, 
(iii) auxiliary healthcare staff, (iv) auxiliary staff in nursery schools, (v) auxiliary staff in crèches, 
(vi) auxiliary staff in schools. Since April 2009, guards and carers have been added to the 
covered groups, with a fixed minimum hourly rate. The Ministry of Labour recently announced 
that the cleaning personnel of buildings is intended to be the ninth occupational category covered 
by the Minimum Wage Law. 

Table A.2.1: Minimum Wage Rates for Cyprus 

  
Minimum Wage at start 

Minimum Wage after six 
months of employment 

 £ € £ € 
2006 384 657 408 698 
2007 409 700 434 743 
2008 435 745 462 791 
2009  791  840 

Source: Labour Statistics, Statistical Service of Cyprus 
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The minimum wage rate is set annually at a fixed monthly rate. On April 2009, the minimum wage 
rates were set at €791 at start and €840 after six months of being employed. The corresponding 
hourly rates for guards and carers are set to €4.33 at start and €4.62 after six months. 

Government’s target is that the minimum wage becomes approximately 60% of the national 
median, which is £924 for 2008.  

 

Distribution of wages in Cyprus  

The national means and medians for the last years are provided in Table A2.2 below. There is a 
positive relationship between mean and median wage. Both of them have an increasing trend, but 
the gap between the median and mean wage seem to converge over time.  

Table A.2.2: Mean and Median Wage Rates for Cyprus 

 National Mean (£) National Median (£) 

 Total Males Females Total Males Females 

2006 1,112 1,229 930 857 965 706 
2007 1,152 1,269 966 891 997 733 
2008    924   

Source: Labour Statistics, Statistical Service of Cyprus 

A3: Tax reform in Cyprus 
The new tax regime that came into force on 1 January 2003 brought about fundamental changes 
to the tax system, which affected either immediately or after December 31st the companies and 
individuals in Cyprus. The major fundamental changes in the tax legislation of Cyprus are 
provided below: 

• There is no differentiation between local and International Business Companies (IBC).  

• The taxation of companies will be based on tax residency. Under the new legislation 
companies will be considered resident in Cyprus and taxed in Cyprus if they are 
managed and controlled in Cyprus.  

• Participation exemption for dividends received from other companies.  

• No withholding tax on dividends, interest and royalties payable to non-residents (foreign 
companies and individuals).  

• All companies are taxed at the rate of 10% but there are transitional provisions for IBCs 
which at 31 December 2001 were generating income from sources outside Cyprus. 
These companies may elect to be taxed at 4.25% up to the end of the year 2005. 
Companies which elect to continue with this preferential rate till 31 December 2005 may 
not take advantage of the various exemptions and favorable provisions introduced by the 
new regime.  

• The term "resident" has been added to the vocabulary of relevant terms under the new 
taxation system. For corporate entities, as mentioned above, the criteria are management 
and control. As far as physical persons are concerned, an individual who stays in Cyprus 
for a period or periods exceeding in aggregate 183 days in the year of assessment is 
considered resident in Cyprus.  

• Tax liability is based either on residence (worldwide income for residents) or on Cyprus 
source income only for non-residents. Incorporation of the Company per se is no longer a 
criterion establishing residence in Cyprus.  
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• A tax liability of 5% is introduced for the years 2003 and 2004 for companies or semi-
governmental organizations whose annual gains exceed CYP 1,000 000. The 
implications of this liability may be minimized if we consider that companies have the 
choice to pay the preferential rate of 4.25% till 31st December 2005 and are not liable to 
this tax. Nor a certain group of companies subject to the new legislation (e.g. dealers in 
securities or holding companies receiving dividends).  

Resident individuals are taxed on the following income sources:  

• Profits from a business activity which includes trading, manufacturing, industrial, mining, 
agricultural, profession or vocation 

• Rentals from immovable property and royalties 

• Profit from sale of goodwill 

• Office or employment income including benefits 

• Pensions 

Non-resident individuals are taxed on: 

• Profits from a business activity which is carried out through a permanent establishment in 
Cyprus  

• The gross income from the exercise in the Republic of any profession or vocation 

• Rentals from immovable property situated in Cyprus  

• Profit from sale of goodwill  

• Pensions in respect of employment exercised in Cyprus, with the exception of pension 
paid from a fund established by the Government of any local authority 

• Office or employment income including benefits earned in Cyprus 

Individual tax rates and SSC are provided in Appendix A2. 
Sources: 

 1. BDO, Minas Ioannou Accountants and Consultants (2002), "Tax Reform in Cyprus",   web link: 
http://www.bdo.at/index.php?download=1274.pdf 

2. Peter Economides, ITPA Library (2002), "Cyprus Tax Reform", web link:  
http://www.itpa.org/open/archive/economides.html 

 

Value Added Tax system in Cyprus 

Cyprus introduced a Value Added Tax (VAT) system on the 1st July 1992. The VAT legislation, 
which was in effect until the 31 January 2002, consisted of the Value Added Tax Laws of 1990 
through 2000, Regulations, Orders and Notifications. On the 1st February, 2002, the VAT Law 
95(Ι)/2000 has been approved and came into effect from the 1st February 2002. On the 1st May, 
2004, the VAT Law 95(I)/2004 amending L. 95(I)/2002 came into effect. The VAT legislation 
forms the legal basis for the imposition of the tax. The VAT system of Cyprus is based on the 
European model of VAT (Sixth VAT Directive 77/338/EEC). 

VAT is charged on every supply of goods or services at the standard rate of fifteen per cent 
(15%). The reduced rate of 5% is imposed on the supply of coffins, services supplied by 
undertakers, services of writers, artists, on the supply of fertilizers, foodstuff for animal, live 
animals, seeds, non bottled water, newspapers, books, periodicals, certain products for persons 
with special need, ice cream, certain types of nuts (salted etc), transport of passengers and their 
accompanying luggage with urban and rural buses, the letting of camping sites and caravan 
parks. 
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As from 19 October 2007, the following are taxable at the reduced rate of 5%: hair salon services, 
repair and maintenance of private households (based on specific condition), animal feedstuff, 
confectionary product, bottled water, juices, pharmaceutical products that were previously taxed 
at the standard rate of 15%, entry fees to theaters, cinemas at sports events, luna parks and 
similar cultural events.  

As from the 1st August, 2005, the following are taxable at the reduced VAT rate of 8%: transport 
of passengers and their accompanying luggage within Cyprus, with urban, suburban and rural 
taxis as well as with tour and suburban buses. 
The VAT reduced rate of 8% is also imposed as from the 1st January, 2006 on the services of 
restaurants and the supply of food in the course of catering except the supply of alcoholic 
beverages wine and beer, which is chargeable at 15%, as well as on the provision of 
accommodation in the hotel sector or in sectors with a similar character. As from the 1st January, 
2006, the transport of passengers and their accompanying luggage by sea, within Cyprus is 
taxable at the VAT rate of 8%. 

 
Certain supplies of goods or services are zero-rated; the supply, hiring and repair of sea-going 
vessels and aircrafts, the supply of services to meet the direct needs of sea-going vessels, the 
supply of goods entered into customs regime, the supply of medicines and food – except the 
supply of food in the course of catering. In addition, a supply of goods is zero-rated if the VAT 
Commissioner is satisfied that the goods have been exported or supplied to a registered person 
in another MS. 

  
No VAT is charged on supplies of goods or services which are exempted under the VAT 
legislation; leasing or letting of immovable property, the supply of immovable property with the 
exception of buildings or parts of buildings and the land on which they stand if the application for 
a building permit was submitted after the 1st May, 2004, financial services, lotteries, medical 
care, social welfare, education, sports, cultural services, insurance transactions etc. 

Since the establishment of V.A.T. legislation on the 1/7/1992 the changes for V.A.T. rates are 
shown in the table that follows:  

Table A.3.1: V.A.T. Rates in Cyprus 

Dates / Periods Standard Rate Reduced Rate 1  Reduced Rate 2 
01/07/1992 - 30/09/1993 5% --- --- 
01/10/1993 - 30/06/2000 8% --- --- 
01/07/2000 - 30/06/2002 10% 5% --- 
01/07/2002 - 31/12/2002 13% 5% --- 
01/01/2003 - 31/07/2005 15% 5% --- 
01/08/2005 - today 15% 5% 8% 

Sources: VAT services, Ministry of Finance: 
http://www.mof.gov.cy/mof/VAT/VAT.nsf/All/7A53AA9A8CFDB1CDC225729700234040?OpenDocument 
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A4: Legislation regarding the protection of employees and undeclared work in 
Cyprus 
 

The protection of the employees rights in case of insolvency of the employer 

Cyprus protects employees in case of insolvency92 of their employer through the “Protection of 
Employees Rights in the Εvent of Insolvency of the Employer Law, entered into force in March 
2001. In the event of insolvency of employer, the law secures to all employees: (i) the payment of 
wages/salary for the last 13 weeks of employment, preceding the onset of the insolvency, (ii) the 
payment of the proportion of the 13th or the 14th salary or the 53rd to 56th week wages, and (iii) the 
corresponding paid leave for the above mentioned 13 weeks in the case where the employer is 
exempted from the obligation to pay contributions to the Central Holiday Fund. The law covers all 
employees including the trainees, with the exception of the employees of the Government of the 
Republic of Cyprus. An employee is entitled of the payment if his employment was terminated 
because the employer became insolvent, and has been continuously employed by the employer 
for no less than 26 weeks before the onset of the employer’s insolvency. 

The payments to the employees come from a Special Fund, which is financed each month with a 
transfer of 16,6% of the contributions paid by employers to the Redundancy Fund. When the law 
entered into force, the above fund was financed with a transfer of £1.000.000 (€1.690.000) out of 
the Redundancy Fund. 
Source: The Protection of Employees Rights in the event of Insolvency of the Employer legislation (Law 
25(I) of 2006 and Regulations issued thereunder), Schemes/Legislations Social Insurance Services.  

http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/All/5671768E8F12C07AC2256E39003FD446?OpenDocument 

 

Protection of employees from collective dismissal procedures 

According to the legislation regarding collective dismissal procedures, before the employer 
decides to proceed in collective dismissals, he is obliged to inform the worker’s representatives 
with a view to reaching to an agreement. The negotiations between the two parts should explore 
(a) possible measures to prevent any collective dismissals or to reduce the number of the 
employees who would be affected; and (b)ways and means for easing the adverse consequences 
arising from such collective redundancies, through social measures, for example the re-
employment or re-training of dismissed employees. 

Furthermore, the employer must provide to the worker representatives all the information 
regarding the reasons of the intended dismissals, the number and categories of employees to be 
made redundant, the number of employees normally employed by the employer, the period over 
which such redundancies will be made, the criteria he intends to use for selecting any employees 
to be made redundant, which are determined as a responsibility of the employer by legislation or 
practice, and the method for calculating any possible payment as a result of any redundancies, 
other than payments payable under the Termination of Employment Laws. An employer who 
contravenes any of the above in relation to information, consultation and notification, is liable, on 
conviction, to a fine not exceeding £1 000. 

Any intended collective redundancies must be put into effect at least 30 days after the day that 
the employer has submitted the notification to the competent authority. When collective 
redundancies are made before the expiration of the period of 30 days, the employer is liable, on 
conviction, to a fine not exceeding £2 000. 

Source: The Collective Redundancies Law of 2001, Department of Labour Relations 
                                                 
92 Insolvent employer is considered a legal person for whom an application has been made to the Court for 
the issuing of a winding up order. 
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http://www.mlsi.gov.cy/mlsi/dlr/dlr.nsf/dmllaws_en/dmllaws_en?OpenDocument 

Protection of employees from arbitrary dismissals 

The Termination of Employment Law covers all employees of the public and private sectors, 
including apprentices.  It also covers shareholders of private companies who are employed by 
their companies. 

An employer who intends to terminate the employment of his employee, after the period of at 
least 26 weeks, should give a minimum period of notice, depending on the employee’s 
employment as shown below: 

Period of continuous employment Minimum period of notice 
  

from 26 to 51 weeks 1 week 
from 52 to 103 weeks 2 weeks 
from 104 to 155 weeks 4 weeks 
from 156 to 207 weeks 5 weeks 
from 208 to 259 weeks 6 weeks 
from 260 to 311 weeks 7 weeks 

from 312 and over 8 weeks 

An employee who is dismissed unlawfully by an employer, with whom he has been continuously 
employed for not less than 26 weeks, has a right to compensation, payable by the employer. An 
employee is also entitled to compensation in the case where he terminates his employment due 
to the behavior of the employer against him.  An employee is not entitled to compensation for 
termination of employment, if before the date of termination of his employment has attained the 
pensionable age. The compensation decided by the Industrial Disputes Court, cannot be lower 
than the redundancy payment, or higher than the wages of two years. 

In the case where the termination of employment of an employee, who was working with an 
employer with more than nineteen employees, is considered as unlawful, the Industrial Disputes 
Court may order reinstatement, if its opinion is justified by the circumstances of the case and the 
employee has asked for this remedy.  Together with the reinstatement the Court may order the 
payment of compensation for any real damages caused to the employee as a result of the 
dismissal. 
Source: The Termination of Employment Law, Social Insurance Services, Schemes/Legislation 

http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/All/C88943FAC77C93D8C2256E39003AD504?OpenDocument 

 

Undeclared work in Cyprus 

Individuals who engage in undeclared work in Cyprus include: (i) those among the self-employed 
who do not report some or all of the transactions in which they are engaged; (ii) illegal immigrants 
who are employed; (iii) paid workers (including teachers,  doctors and other public servants) who 
hold second jobs that are not declared; (iv)retirees and students who are gainfully employed but 
who do not declare these activities; and (v) those receiving unemployment benefit and social 
security who hold jobs. Though no hard evidence is available, it is likely that the categories above 
are in descending order of importance, with the self-employed and illegal immigrants being the 
most important categories, and individuals who participate in the labour market while drawing 
some kind of benefit the least important. 

The incidence of self-employment in Cyprus is higher than in some of the larger MSs but lower 
than in Greece and much lower than in Turkey. Using data from the 1990/1991 Cyprus 
Household Expenditure and Income Survey, Christofides and Pashardes (2002, p. 742) report a 
rate of self-employment of 23% for Cyprus, while 1986 data in Blanchflower (2000) suggest rates 
of 11.5% for the UK and 50.7% for Greece. Illegal immigrants are estimated to be of the order of 
40,000, or just over 10% of the gainfully employed. If one were to assume that they are employed 
at CYP 300 per month, an amount that is probably an underestimate, then their annual earnings 
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would constitute (144mn/6bln) approximately 2.4% of GDP. Another way to estimate the 
proportion of GDP due to illegal work is to take standard estimates of the share of labour in GDP 
(say 66%) and multiply it by the proportion of illegal workers in the gainfully employed (10%). The 
result is a figure of the order of 6.6% of GDP. Moreover, a number of individuals are engaged in 
dual job holding. Some of them are public servants who, generally, work from 7.30am to 2.30pm, 
leaving most afternoons free for a self-employment job, income from which may not be reported. 
Another category is high school teachers, many of whom run private tutoring enterprises after 
school. Publicly employed doctors are also engaged in private account business.  

Some indications of undeclared work in Cyprus are given by the latest available data on the 
construction industry, published in December 2003, which concern 789 inspections carried out by 
the Ministry of Labour and Social Insurance in November 2003. It was found that 11.3% of 
employers and 29.9% of workers inspected were not registered with the social insurance 
Scheme. In Cyprus, according to estimates by the parties involved, apart from people whose 
employment consists solely of undeclared work, data from the LFS for 2003 show that 6.9% of all 
employees had a second job; in 2002 the figure was 4.9%. 

The incentive for the self-employed to underreport is related to the tax system, the penalties for 
fraudulent reporting, and the enforcement efforts of the authorities. The tax brackets for 
individuals have been altered substantially in recent years, marginal tax rate on income reduced 
and VAT rate increased to 15% from substantially lower levels in recent years. The penalties for 
fraudulent declarations and the extent to which monitoring and spot checks are done appear to 
be modest. Authorities are still processing tax declarations for 2001, thereby failing to impart a 
sense of urgency. Furthermore the use of illegal immigrants is widespread, given that their 
number is estimated to be over 10% of the gainfully employed. Many employers are complicit and 
many landlords are making accommodation available to illegal workers. Clearly, illegal 
immigrants are a source of cheaper foreign labour than can be legally obtained. 

The extent of undeclared work in Cyprus is probably in the region of 10% of GDP and it has been 
increasing recently due to the increasing importance of legal work carried out by illegal 
immigrants. Cyprus performance as it evaluated in Maquette seems to be good; however, Cyprus 
faces a difficult problem.  

Discussions on the growth of undeclared and illegal work were renewed at the Ministry of Labour 
and Social Insurance between June and October 2008. The main issues for discussion were the 
urgent need to strengthen the country’s inspection procedures and to reform the existing legal 
framework. The latter would include tougher sanctions penalising employers that illegally employ 
foreign workers, along with provisions for excluding employers found guilty of such an offence 
from public support and contracts. 
Sources:  Christofides, L.N. (2004) “Undeclared Work in the Republic of Cyprus”´, A Thematic Article for 
SYSDEM 

European Industrial Relations Observatory 

http://www.eurofound.europa.eu/eiro/2009/01/articles/cy0901039i.htm 

http://www.eurofound.europa.eu/eiro/2004/06/tfeature/CY0406104T.htm 

A5: Monitoring workplace safety in Cyprus 
On July 16 2007 the Minister of Labour and Social Insurance of Cyprus called an extraordinary 
tripartite meeting on the issue rising accidents at workplace. According to data supplied by the 
Department of Labour Inspection of the Ministry of Labour and Social Insurance, the rate of 
workplace accidents has declined by about 1.23% in the economy as a whole, when comparing 
data from the first half of 2007 with data from the first half of 2006. Nevertheless, certain sectors 
of the economy showed an increase in occupational accidents, which is a particular cause for 
concern; the highest accident rate, at 26.61%, is reported in the construction industry.  
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The main decision taken was to set up a Standing Committee to closely monitor the 
implementation of health and safety measures at all worksites. The Standing Committee also 
undertook to prepare within two months a preliminary report on more drastic measures to be 
taken to address the problem, both in the short-term and in the long- term, such as the more 
effective operation of the competent disciplinary bodies (or their creation where none exist). In 
this context, it was also decided that the social partners would work more closely with the 
Department of Labour Inspection, in order to carry out more on-site inspections. The decision to 
suspend or even withdraw the licenses of contractors who violate labour legislation was seen as 
a particularly strong preventive measure. It was also decided to initiate special training 
programmes on health and safety issues, designed to train employers and workers in the 
construction sector. The objective is to eventually make such programmes compulsory; therefore, 
over a period of two years, a certificate of attendance at these training courses will be a required 
condition for employment in the construction sector. 
Source: Eva Soumeli (2007), European Industrial Observatory 

 http://www.eurofound.europa.eu/eiro/2007/07/articles/cy0707029i.htm 

A6: Legislation for childcare issues and female employment 
Equal treatment of men and women in employment and vocational training law in Cyprus 

The "Equal treatment of men and women in employment and vocational training law" aims at the 
application of the principle of equal treatment for men and women with respect to employment, 
access to vocational guidance, vocational education and training and the conditions of their 
provision, including professional development and the conditions and preconditions of dismissal. 
The provisions of this Law apply to all employers with regard to all activities related to 
employment, except in certain occupational activities where gender constitutes a determining 
factor. 

Right to Equal Treatment: 

1. Men and women shall enjoy equal treatment, prohibiting any direct or indirect discrimination on 
the grounds of sex or due to pregnancy, childbirth, breastfeeding, maternity or illness due to 
pregnancy or childbirth as regards: 

- Access to vocational guidance/training or apprenticeship and the terms and conditions of the 
provisions of services for this purpose.  

- Access to employment or work position, temporary, full or part-time employment and at all 
levels of an occupational hierarchy,  

- The terms and conditions of employment, including qualifications and other terms, conditions 
and placement, permanency, accession, transfer, removal, detachment or promotion criteria. 

- The terms and conditions of dismissal from any job or post. 

- Access to an independent occupation, the terms and conditions and termination of practice, 
and access to education or training required for access to an independent occupation and its 
practice. 

2. Any existing provision, regulation of a collective agreement or an individual contract of 
employment etc, during the entry into force of this Law and which is contrary to the provisions 
of this Law as regards the part where direct or indirect discrimination against one of the sexes 
is concerned, shall be abolished. Where discrimination constitutes the granting of a right or 
any other advantage in persons of one sex, only this right or advantage shall be extended to 
persons of the other sex.   

Source: Ministry of Labour and Social insurance of Cyprus, legislation 
Link:http://www.mlsi.gov.cy/mlsi/dl/dl.nsf/All/4A767939165D72A3C2256E7E0052051C/$file/the%20equal%2
0treatment%20of%20men%20and%20women.doc?OpenElement 
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Maternity Grant (The Social Insurance Law) 

The Maternity Grant is payable to a woman giving birth, either on payable her own or on her 
husband’s insurance, irrespective of her category of insurance (employed persons, self-employed 
persons, or voluntary contributors).  

The conditions for payment of the maternity grant are:  

- the confinement must have occurred. Maternity grant is payable for the child who was born 
alive, or for the child who was born dead after a pregnancy of at least 28 weeks.  

- the claimant or her husband has been insured for at least 26 weeks and has paid, up to the 
date of the confinement, contributions on insurable earnings not lower than 26 times the 
weekly amount of the basic insurable earnings93, and  

- the claimant or her husband paid94
 
or has been credited with insurable earnings95, in the 

previous contribution year96
 
not lower than 20 times the weekly amount of the basic insurable 

earnings.  

The amount of the maternity grant for 2008 was €446 (£261) for all claimants, irrespective of their 
salary or wages. In the case where twins or more children are born, €446 (£261) is payable for 
each child. This amount is usually increased every year. 
Source: Ministry of Labour and Social insurance of Cyprus, Social Insurance Services, Schemes/Legislation 
Link:http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/All/3EAB66B85F00C04AC2256F070034DB63/$file/Guide-
Maternity%20Grant%20Y2008.pdf 

 

Public childcare in Cyprus 

Pre-primary education: The obligatory and free pre-primary education was established in 
September 2004 in Cyprus. All children aged 4 8/12 - 5 8/12 must participate in pre-primary 
education, a year before they enter primary school. Children aged between 3 –4 8/12 can register 
in public schools only if there are places available. Priority in this case, is given to children with 
special needs, orphans, multi-child families and poor families.    

Children aged 3 - 4 8/12 that participate in public schools, must pay tuition fees as determined by 
the Ministry of Education and Culture in collaboration with the Ministry of Finance. For the 
participation of children in community schools, parents must pay tuition fees, as determined by 
the Parents Association based on obligations and the particularities of the school unit. The time 
schedule in public pre-primary schools is from 7:45 a.m. to 1:05 p.m. Community schools can 
extent the schedule up to 2:45 p.m. in order to facilitate the parents that work.  

Day-Long school: Attendance in primary school is obligatory for all children aged above 5 8/12. 
The Ministry of Education and Culture established in 2006 the institution of Optional Day-Long 
School in 9 primary schools. In 2007 the institution of Day-Long School was extended in 6 more 
primary schools.  Day-Long School functions four days a week (Monday, Tuesday, Thursday and 
Friday) from 7:45 a.m. up to the 4 p.m., and one day (Wednesday) from 7:45 a.m. up to 1:05 P.m. 

                                                 
93 The weekly amount of the basic insurable earnings changes from year to year. For 2008 is €147,45 
(£86,30). 
 
94 Insurable earnings on which contributions have been paid. 
 
95 Every insured person can be credited with insurable earnings for any period of full-time education after the 
age of 16 years, for periods of serving in the National Guard and for periods who is in receipt of sickness, 
unemployment, maternity, injury benefits, or invalidity pension out of the Social Insurance Fund and for the 
period of parental leave or leave on grounds of force majeure. 
 
96 For the first semester of each year is the calendar year before the last and for the second semester is the 
last calendar year e.g. for the first semester of 2008, the previous contribution year is the year 2006, 
whereas for the second semester of 2008 is the year 2007. 
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Source: Ministry of Education and Culture, Link: http://www.moec.gov.cy/dde/index.html 

A7: Pension schemes in Cyprus 
 

Old age Pension 

Old age pension is the main source of income for retirees. It is payable at the age of 65 for men 
and women and is not conditional on retirement from regular employment97.   

A person is entitled to old age pension: 

(i) on completion of the pensionable age he satisfies the relevant contribution conditions,  

(ii) he has completed the age of 63, satisfies the relevant contribution conditions and has weekly 
average of insurable earnings equal to 70% of the weekly amount of basic insurable earnings, (iii) 
he was entitled to invalidity pension immediately before reaching the age of 63, or  

(iv) he is between the age of 63 and 65 and he would be entitled to invalidity pension if he had not 
completed the age of 63. 

A person who at pensionable age satisfies the first but not the second contribution condition is 
entitled to a lump sum payment at the age of 68 equal to 15% of the total amount of his insurable 
earnings (actual and credited). The lump sum payment is not payable if the person concerned is 
entitled to social pension. 

The old age pension includes the basic and the supplementary pension. The basic weekly 
pension is 60% of the weekly average of paid and credited insurable earnings in the "lower band", 
increased by 80% for one dependant, 90% for two dependants and 100% for three dependants.  
In case of a married female beneficiary, there is no entitlement to an increase for her husband, 
except in the case that he is incapable of self support.  The increase for her dependent children 
or other dependants is 1/6 of the basic pension for each of them (maximum two dependants).  

The supplementary weekly pension is 1/52 of 1,5% of the total insurable earnings (actual and 
credited) of the beneficiary in the "upper band". The total pension amount could not be less than 
85% of the payable person’s basic pension if he was totally covered by the basic part of the 
scheme.  
Source: The Social Insurance Law- Old Age Pension, Social Insurance Services, Schemes/Legislation 
http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/All/7A3BD63AB0DE5F5EC2256E3900396CF0?OpenDocument 

 

Social Pension 

Social Pension Law entered into force in 1995, and its aim is to provide a pension to individuals 
who are not entitled to a pension or similar payment from any other source. Social pension is 
financed by the General Revenue of the Republic. The pension amounts to 3 percent of total 
pension expenditures by the government. 

Social pension is payable to persons who:  

I. Complete the age of 65, 

II. reached the age of 65 and satisfy the residence conditions98, and 

                                                 
97 Exception to this are miners who have at least five years employment in a mine, and are entitled to old 
age pension one month earlier than the normal pensionable age for every 5 months of work in a mine, on 
condition that they have retired from mine work, but in no case they can draw pension before the age of 58. 
98 The residence conditions for the payment of social pension are defined as: (i) legal residence in Cyprus 
for a total period of at least 20 years from the date the claimant completes the age of 40, or (ii) legal 
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III. Are not entitled to a pension or other similar payment, the monthly amount of which is 
equal or higher than the monthly amount of the social pension. 

The monthly amount of the social pension is equal to the 81% of the basic old-age pension, paid 
by the Social Insurance Fund. For the year 2007 the monthly amount of Social Pension was 
£160,72 (€273).In case of entitlement to a pension or other similar payment, the rate of which is 
lower than the rate of the social pension, the entitlement to social pension is equal to the 
difference between the two pensions. In December of each year, a 13th payment of pension is 
payable and equal to the 1/12 of the pension which was paid during the whole year.  
Source: The Social Pension Law, Social Insurance Services, Schemes/ Legislation 
http://www.mlsi.gov.cy/mlsi/sid/sid.nsf/All/9FBE85FBEEE5B0A8C2256E380040D943?OpenDocument 

 

Special Allowance to pensioners 

The special allowance is payable to pensioners whose pension income does not exceed £6,500 
per year. It is paid without any test of income from work and other sources and without taking into 
account the household total pension income. This allowance is financed by tax revenues and 
accounts for 6 percent of total pension expenditures by the government. 

 

The Government Employees Pension Scheme (GEPS) 

The GEPS is a compulsory pension scheme for public sector employees and the second-largest 
social insurance expenditure. In 2005, it accounted for about 25 percent of the total social 
insurance expenditure, covering about 30,000 people. It is funded by employee contributions—
0.75% of earning up to the maximum insurable earnings and 1.75% above that level—and 
shortfalls in contributions are financed by the public purse.  

The compulsory retirement age for public employees up to July 2005 was 60 years, with an early 
retirement allowed after 55 years. As from July 2005, the GEPS has a retirement age of 61, which 
was gradually increased to 63 by 2008. For certain careers, such as police, the retirement age is 
55. Furthermore, civil servants are allowed to retire five years early without an early retirement 
penalty. The average age of retirement of government workers is 57. 

The retirement pension benefit under the GEPS comprises (i) the basic pension, (ii) a monthly 
pension, and (iii) a onetime lump-sum payment at retirement. The basic pension is computed in 
the same manner as it is for private households, 50% of the final salary, but reduced by the 
supplementary Social Insurance pension. The additional monthly pension benefit is calculated as 
two thirds of the last salary before retirement after 33 and 1/3 years of service and is indexed to 
wages. Moreover, at retirement, government employees receive a lump-sum payment equal to 28 
times their final monthly salary if they have served at least 400 months; a prorated amount is paid 
to those with shorter service. 

Employees of the semi government institutions have their own pension schemes. The semi 
government employee pension schemes, which cover employees of public utilities, local 
governments and similar entities, are funded by the respective employers. In other words, 
shortfalls in these pension schemes will also be reflected in the government’s budget. However, 
these represent a much smaller portion of old age spending. 
Sources:  
1. Cyprus Pension System and Pension Projections, EPC Ageing Working Group 
http://ec.europa.eu/economy_finance/epc/documents/2006/ageing_cyprus_fiche_en.pdf 
2. Alexander W. Hoffmaister, Mario Catalán and Jaime Guajardo (2007) “Addressing the Macroeconomic 
Consequences of Ageing in Cyprus: The Case for Pension Reform”, Cyprus Economic Policy Review, Vol. 
1, No. 1, pp. 3-25 (2007) 1450-4561 

                                                                                                                                                 
residence in Cyprus for a total period of at least 35 years from the date the claimant completes the age of 18 
years. 
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http://www.erc.ucy.ac.cy/english/cyepr/Hoffmaister%20et%20al_vol1_no1_jun2007.pdf 

 

Retirement age for public employees 

In May 2005, the Cypriot Ministry of Finance submitted to the trade unions a proposal for raising 
the retirement age for employees in public and educational services and semi-governmental 
organizations from 60 to 63. The main reason for this proposal is the reduction in the cost of 
pensions. Average life expectancy at the age of 60 has increased in Cyprus and the forced 
inactivity creates other social and financial problems. In other EU countries the retirement age 
ranges from 65-70, so Cyprus should follow. Additionally, retirement age should be the same as 
in the private sector (63-65) in order to eliminate any inequality.  

The proposal by the Ministry of Finance provides for gradually raising the mandatory retirement 
age, beginning on 1 July 2005, from 60 to 63, as follows: 

- the mandatory retirement age for employees whose 60th birthday falls between 1 July 
2005 and 31 December 2006 would be 61. For those whose 60th birthday falls between 1 
January 2007 and 30 June 2008 it would be 62, and for those whose 60th birthday falls 
on or after 1 July 2008 it would be 63;  

- permanent employees in service on 1 July 2005 would have the right to decide whether 
they will remain in the job beyond the age of 60. This right, along with the employer’s 
obligation to accept any decision they may take, would also be laid down in law;  

- for permanent employees in service on 1 July 2005, the current 'coefficients' for 
calculating annual pensions (1/800) and the lump-sum gratuity (14/3) would be 
guaranteed, along with the right to voluntary early retirement at 45 with pension 
payments beginning at 55 years of age. However, the lump-sum gratuity of people in 
service on 1 July 2005 who retire on or after their 61st birthday and have completed at 
least 412 months of service counting towards a pension would be calculated using a 
coefficient of 14.5/3. Similarly, for those who have reached the age of 62 and have 
completed at least 424 months of service counting towards a pension, the coefficient 
would be 15/3, and for those who have reached the age of 63 and have at least 436 
months of such service it would be 15.5/3;  

- people appointed to a permanent position on or after 1 July 2005, whether currently 
employed under a contract or not, would retain the existing coefficients for calculating 
annual pensions (1/800) and the lump-sum gratuity (14/3), and would thus be entitled to 
full pension benefits after 400 months of service. However, those who retire on or after 
their 61st birthday and who have completed at least 412 months of service counting 
towards a pension would be entitled to receive increased lump-sum gratuities, on a 
sliding scale, as set out above for permanent employees in service on 1 July 2005; and  

- employees appointed to a permanent position on or after 1 July 2005 will be entitled to 
take early retirement upon reaching 48 years of age, with pension payments beginning at 
58, instead of the ages of 45 and 55 currently in force.  

Source: http://www.eurofound.europa.eu/eiro/2005/06/feature/cy0506101f.htm 

A8: Trade unions in Cyprus 
Cyprus has a high level of trade union organisation with two major trade union confederations, 
SEK (Cyprus Workers Confederation) and PEO (Pancyprian Federation of Labour), as well as 
important autonomous unions representing public sector workers, bank employees and teachers. 
Union membership as a proportion of all employees has increased over the last decade. There 
are about 180,000 trade unionists in Cyprus. This is around 70% of all employees, according to 
figures compiled by the European Foundation for the Improvement of Living and Working 
Conditions in 2006. The two major confederations are both of similar size. Both have around 
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70,000 members. The PEO traces its history back to 1941, although it changed its name in 1946, 
when the original organisation was declared illegal by the then British colonial regime. It 
maintains its position on the left of the political spectrum. The SEK was founded in 1943 and is 
closer to the parties of the right and centre. The third confederation DEOK has around 7,500 
members and has links to the socialist party. The two main confederations are organised broadly 
along industry lines, with federations for construction workers, hotel workers and government 
employees, for example. There are eight federations in the PEO and seven in the SEK. In 
addition, there are important unions outside the confederations in particular PASYDY with 16,400 
members, which covers public servants, ETYK, with 9,700 members, which organises bank staff, 
OELMEK with 4,600, which organises secondary teachers, and POED with 4,500, another 
teachers union.  

 

Wage formation in Cyprus 

1. Systems of wage formation 

“In Cyprus, collective bargaining has traditionally played a primary role in regulating labour 
relations, as it has constituted the basic means of setting the terms and conditions of 
employment; in particular financial terms such as salaries and wages. As a result, legislation has 
been a secondary tool for their regulation. This can be explained to a large extent by the fact that 
there is no tradition of state interventionism in employment issues. Hence, the role of the state is 
in principle an advisory one. In those cases where a difficulty has been noted in reaching an 
agreement in direct bipartite negotiations between the employer organizations and the unions, the 
state intervenes through the Mediation Department of the Ministry of Labour and Social 
Insurance. 

The concept of collective bargaining on the central national level, through the setting of minimum 
terms and conditions of employment of a binding nature for all workers, does not exist in Cyprus. 
In this context, collective bargaining is considered to be decentralized, as most agreements are 
concluded at the enterprise level. 

Although the Cypriot system is regarded as completely decentralized, with the largest number of 
agreements concluded on the enterprise level, it is difficult to say which level predominates, 
mainly with regard to the percentages of workers whose pay is set on each level (sectoral level or 
enterprise level). In other words, despite the numerical preponderance of the enterprise level, the 
sectoral level is seen just as important, if not more important as far as coverage is concerned. In 
this context, although no relevant studies have made an in-depth examination exclusively of this 
specific issue, the indications are that the industry level predominates as far as the determination 
of the terms and conditions of employment is concerned. One possible explanation is the high 
concentration of small enterprises in the Cypriot labour market. 

With regard to bargaining on pay, salaries and wages are set through bipartite negotiations 
between the most representative employer and worker organizations on the industry-wide and 
enterprise levels. However, there is no operational coordination between the two levels. In 
practice this means that bargaining on the sectoral level does not constitute the basis for setting 
pay on a more specific level, i.e. that of the enterprise. This does not mean, however, that there 
have not been cases – mainly in medium-sized and large enterprises – where minimum wages on 
the industry level are used as the starting point, resulting in higher pay being laid down on the 
enterprise level.” 

2. Wage developments 

“During the last five years, in the framework of achieving the macroeconomic convergence criteria 
for Cyprus’s successful inclusion in European Monetary Union (EMU), collective bargaining on 
setting pay has been characterized by pay moderation, a trend that it appears to continue until 
2009. One characteristic example is the framework agreement on setting pay increases in the 
broader public sector, according to which the increase provided for the years 2004 and 2005 was 
negligible; in 2006 an increase of around 3% was awarded, a third of which was granted 
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retroactively during 2007. Pay increases in the hotel industry also fluctuated at low levels: the 
increase awarded for the three years between 2006 and 2008 was only 2%, whereas the 
increases in the construction industry, although clearly greater than in other sectors, did not 
exceed 2.6% for 2006, and ranged at around the same level in 2007. In the economy as a whole, 
pay increases lagged behind increases in labour productivity, so that in the period 1996-2006 real 
unit labour costs in the whole economy underwent a cumulative decrease of 1.6% in the EU-25 
and 6.2% in Cyprus. In other words, although labour became somewhat cheaper according to the 
EU-25 average, enterprises operating in Cyprus benefited significantly from lower labour costs.” 
Source: Eva Soumeli (2008), INEK/PEO "Cyprus: Wage Formation", 
http://www.eurofound.europa.eu/eiro/studies/tn0808019s/cy0808019q.htm 

A9: Foreign workers in Cyprus  
The share of foreign workers over total employment in Cyprus, for the period 1991-2006, has an 
increasing trend in all sectors of the economy. The increase is especially high for sectors that do 
not require high skills such as employment in private households (domestic housemaids) and 
tourist services. The Hotels and Restaurants sector has the second highest share of foreign 
workers in total employment; reaching 35,8% in 2006. Construction follows, for the period 2003–
2006, with the third highest share (16,8% in 2006). The lowest share of foreigners in total 
employment, for the whole period 1991-2006, is observed in the sectors of Public Administration 
and Electricity and Water Supply. 

Table A.9.1: Number and percentage of legal foreign workers (EU and other) by sector 

Sector 1991 1996 2000 2005 2006 
  %  %  %  %  % 
Primary Sector  720 2.2 1508 4.7 2130 6.4 4082 13.2 3800 12.5 
Manufacturing 1181 2.5 2084 4.9 2220 6.0 4696 13.2 5065 14.1 
Construction 579 2.4 1334 4.9 1516 5.8 5613 16.5 5974 16.8 
Trade  925 2.5 1827 3.6 3735 6.9 6071 9.7 6555 10.2 
Hotels and 
Restaurants 

1652 7.0 2799 9.5 4395 13.3 11502 32.9 12870 35.8 

Transport- 
Communication 

317 2.2 503 2.7 1204 5.6 1631 6.8 1860 7.7 

Financial 
Sectors 

483 2.8 801 3.1 1688 5.4 3078 8.5 3948 10.4 

Public 
Administration 

8 0.0 27 0.1 55 0.2 93 0.3 967 3.4 

Education- 
Health 

542 1.6 1190 3.2 1718 4.1 3314 6.9 3863 7.8 

Households 1490 60.1 4648 93.0 7737 100 15749 99.7 15952 95.5 
Total 7897 3.1 16721 5.8 26398 8.5 55829 16.0 60854 17.0 

Note: Data for 1991 is based on estimations 
Sources: Labour Statistics, 2002-2006, Statistical Service of the Republic of Cyprus. 

 

The accession of Cyprus in the European Union on May 2004 and the abolishment of 
transportation restrictions across the “Green line” in April 2003 let to an increase in the number of 
EU and Turkish-Cypriots workers coming to Cyprus. According to data provided by the 
department of Social Insurance Services, before the abolition of the restrictions on free 
movement, only approximately 600 Turkish-Cypriots were employed in the free areas. After 2003 
the number of registered Turkish-Cypriot workers increased. In particular, in 2005, 3.772 were 
registered, while in 2006 this number decreased slightly to 3.470. Turkish-Cypriot workers are 
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usually occupied in sectors which do not require high skills such as construction and 
manufacturing. Approximately 60% of the registered Turkish-Cypriot workers are occupied in 
construction, 10% in manufacturing and a lower percentage, around 7%, in the trade sector.  

EU workers in 2006 were about 31% of the total number of foreign workers in Cyprus, while the 
remaining 69% were workers from other countries. EU workers numbered approximately 20.000 
in 2006, while only 12.500 in 2005; an increase of 60%. Most of the EU workers originate from 
Greece, Poland, and the UK, and are mainly employed in the construction and tourism sectors. 

Source: Michael M., Christofides L., Hadjiyiannis C., Clerides S., and Stefanides M. 2008 “The 
Impact of Immigration on Unemployment, Labour Force Participation and Part-time Employment 
in Cyprus.” Cyprus Economic Policy Review. Vol. 3, No. 1, 51-84.   

A10: Statistics for employment and unemployment by sector  

From the data provided in Table A.10.1, we observe a turn of the Cypriot economy from the 
primary sector and manufacturing to the tertiary sector (services).  

Table A.10.1: Employment by sector of economic activity, in thousands (1975, 1980, 1985, 1990-2006) 

Year Primary 
Sector Secondary Sector Tertiary (Service) Sector Total 

  Manufacturing 
and Electricity 

Constructi
on 

Hotels, 
Restaurant

s and 
Trade 

Transpor
t and 

communi
cation 

Other 
Services Total 

Total 
Domestic 
Workers 

1975 37.1 25.7 8.9 22.3 7.4 33.6 135.0 - 
1980 38.6 41.4 22.0 33.7 9.5 42.8 188.0 - 
1985 37.3 46.3 21.4 47.3 12.6 52.9 217.8 - 
1990 35.5 49.8 23.2 61.1 15.3 68.5 253.4 - 
1991 32.8 49.4 24.5 61.0 15.4 71.1 254.2 - 
1992 33.0 49.5 25.5 66.6 16.2 74.8 265.6 - 
1993 32.2 46.3 25.0 67.4 16.8 77.6 265.3 - 
1994 30.8 45.9 24.8 70.8 17.8 82.7 272.8 - 
1995 32.7 45.4 27.7 79.6 17.9 83.3 286.6 271.6 
1996 31.9 43.6 27.3 79.8 18.4 87.1 288.1 271.4 
1997 31.5 42.2 26.9 80.6 19.1 90.6 290.9 271.6 
1998 32.5 41.1 26.1 82.6 19.7 93.9 295.9 275.2 
1999 33.6 39.5 26.2 84.6 20.4 98.4 302.7 278.6 
2000 33.1 38.5 26.2 87.2 21.4 102.9 309.3 282.9 
2001 32.5 37.2 27.5 90.7 22.2 108.0 318.1 287.9 
2002 32.0 36.7 29.0 91.4 22.5 112.2 323.8 288.7 
2003 32.9 36.9 31.0 92.2 22.5 116.0 331.5 290.8 
2004 
2005 
2006 

32.8 
30.9 
30.4 

37.5 
37.4 
37.7 

32.6 
34.0 
35.5 

95.1 
97.5 
100.5 

23.3 
24.0 
24.3 

120.8 
125.7 
130.5 

342.1 
349.5 
358.9 

294.8 
293.7 
298.0 

Note: Total employment values include foreign workers from Europe and other countries. 
Sources: Labour Statistics 1999 -2006, Statistical Service of the Republic of Cyprus. 
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Unemployment by sector and gender: 

Table A.10.2: Unemployment by sector of economic activity and gender (year average) 

Year Primary 
sector 

Secondary sector Tertiary sector 

  Manufacturing 
and Electricity 

Construction Hotels, 
Restaurants 
and Trade 

Transport and 
commun. 

Other Services 

 Males Fem Males Fem. Males Fem. Males Fem Males Fem Males Fem 
2002 62 45 629 1035 586 71 1352 2302 317 252 207 646 
2003 58 54 620 1074 602 83 1656 2912 325 265 197 787 
2004 253 113 1188 1006 1408 52 1685 3488 551 326 387 469 
2005 336 55 1121 1052 1989 95 2452 3260 314 444 551 540 
2006 229 152 812 714 1566 109 2411 3139 631 501 355 583 
2007 438 148 926 507 1140 38 1865 3179 477 473 347 495 

Source: CYSTAT, Labour Statistics 2002-2006, Labour Force Survey 2007 
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