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Dear all, 

For any researcher in sociology or social policy to be attending the ISA World Congress of 

Sociology is more than an honour and great opportunity to be heard. My name is Irina Burlacu, I 

am about to defend my PhD thesis in public policy in the Netherlands at Maastricht School of 

Governance of the United Nations University/MERIT, originally coming from Republic of 

Moldova.  

This research would not have been possible without my supervisor Professor Cathal O’Donogue 

and the financial support of the Fond National de la Recherche of Luxembourg. Professor 

O’Donoghue could not unfortunately attend the Congress, so I will do my best to represent the 

views of both of us.   

The fact that our paper has been selected for two panels at the Congress shows a high interest 

towards applied methodology and research question and I hope we meet your expectations.  

 First, I will say few words about the overall theoretical framework of the study, which 

originally addressed two groups of individuals: active mobile earners (namely, working 

age population) and previously active mobile earners (namely, pensioners. Secondly, I 

will present the research question of this paper. Then I will be discussing about the 

methodology, results and conclusions.  

 The question of taxes and benefits is very important to individual’s welfare. In our days, 

these are not only paid on the territory of a single country, but multiple countries by 

individuals who choose to work in another country, called in this paper as ‘mobile 

earners’. The increasing number of individuals who work in more than one country 

(World Migration Report, 2011) creates new dimensions of research in work mobility 

and welfare.  

 In the European Union, the question of taxes and benefits is addressed by the EU laws 

and bi-lateral agreements. The problem is that in the EU, as elsewhere, the rates of taxes 

and conditions of receiving a benefit vary widely. Let us have a look at two European 

countries, such as Luxembourg and Belgium. These have relatively similar organization 
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of the pension system: both countries have an earnings-related pension and minimum 

pension, yet some components are present in Luxembourg and not present in Belgium 

and vicerversa. Moreover, when looking in more depth at how these pension 

components works, we see that the conditions vary sometimes a lot (e.g. how the 

earnings-related pension is calculated for couples in Luxembourg is very different than in 

Belgium). 

 Therefore, it becomes difficult to calculate how much one gained or lost by not ‘staying’ 

home. Moreover, being subject of more countries does not stop the life-cycle events that 

mobile earners face, such as childbirth, unemployment or aging. Often, the amount of 

benefits covering such needs is not fully defined or difficult to calculate. 

 The aim of this study is to investigate the impact of the differences between social 

security systems and taxes on the income of former mobile earners –pensioners, mobile 

pensioners - compared to domestic earners. Few welfare state objectives by Barr (2012) 

are analysed and presented here; but considering the time constraints, let us focus on the 

first objective: Income smoothing - serves as an indicator that shows how much income 

is replaced by pension at retirement and is often considered a measure for generosity of 

pension system. We look at the ratio between the last market income and pension 

income and also at the ratio between the average income and the pension income.  

 We focus only on those earners who live in one country, but daily or weekly commute to 

another country for work, called “frontier workers”, or often known as “cross-border 

workers”, who unlike migrants they keep their initial residence place constant. This slide 

shows the income trajectory of a domestic male Belgian domestic with 45 years worked, 

who retired at 65 and receives a certain amount of pension.  

 So we compare these two indicators on the income trajectory of domestic and former 

frontier workers in Luxembourg and Belgium, due to their strong cross-border 

cooperation and affinities in social policy objectives and structure. 

 By measuring these two points in earner’s income trajectory we can see how much 

income has been ‘lost’ by retiring compared to how much would it be by earning market 

income and how far the retirement income is from an average earner. This would 

provide an indication of the performance of the pension system in relation to the 

individual’s income.  

 How do we do that? The build our model for mobile pensioners, we have applied 

microsimulation as a tool to build hypothetical cases in situation when the data lacks or is 

insufficient. To calculate the pension income, we then applied tax-benefit policy 

legislations and rules in the model for two groups: domestic pensioners and former 

frontier workers pensioners. 
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 Results show that pension income components are strongly defined by tax instruments, 

when the policy instruments are different, the income might arbitrary increase or 

decrease.  

 Following the ‘rule of thumb’: a) both domestic and mobile Belgian pensioners fall below 

this target. Mobile pensioners in Belgium who hold low degrees or a secondary degree 

have lower replacement rates than domestic pensioners due to the low minimum pension 

and to reduced allowances and deductions from Luxembourg. 

 Replacement rates between countries show replacement rates in Luxembourg that are 

almost twice what they are in Belgium - generous Luxembourg pension system and high 

average wage of the country.  

 Income smoothing objective is successfully achieved for both domestic and frontier 

pensioners in the case of Luxembourg. Low replacement rates in Belgium indicate a 

weaker replacement of lost income during retirement, thus a weak(er) performance. 

 Structural differences in pension systems (e.g. retirement age, waiting period, benefit 

levels) affect mobile pensioners’ welfare. Despite common EU law in this area, the 

impact is asymmetric and particular to each mobile earner category. 

 Labour mobility plays an increasing role in welfare policies and demands a new approach 

in national welfare states. Last, but not least: inequality is not only about income 

inequality, it is also about the inequality of treatment.  

 


