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NOTE TO THE READER

Economic or social forecasts are always subject by their
very nature to a greater or lesser degree of uncertainty. This uncertainty is
compunded when the political, economic or social context in which they are

formulated changes suddenly.

' For this roéson, the events which characterized the end

" ‘of 1973, in particular the energy orisis and the rise in raw material prices,

bave weakened the credibility of medium-term economic or social forecasts developed
before these events. Such is the case with the forecasis in the first Buropean
Social Budget.

This oonsideration should always.be kept in mind by the
reader when examining the comparisons in this Budget. '

Brussels, July 1974
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FOREWORD

"1« The main purpose of the first European Social Budget is to set out the

implications of the present trends in the Member States, up to 1975, in the
development of expenditure and receipts for several sectors of social polioy
(social security being the largest component) in the context of anticipated

economic developments.

2. The word 'Budget! should not therefore be taken to mean here a Budget in

the strict sense in which it is used in public finance, that is to say a means
of authorising eipenditure and the receipts to finance this expenditure.

The European Social Budget does not do this. It can be thought of as covering

‘& wider field than the usual Budget in the sense that it shows in whole or in

part the receipts and expenditure of numerous administrative entities or
organisations very different in composition —~ certain of which would feature
in a normal Budget — and it also contains, in contrast to a usual Budget, a
retrospective section. Its prospective section is more limited than a normal

Budget in that it has no power of constraint.

3. In order to develop the first BEuropean Social Budget, projections were

prepared in each Member State on the basis of existing legislation. The
projections thus provide an indication of the situation which would occur if
no changeitook place in legislation or policy in the field covered by the
Social Budget. The develdpmont of expenditure on social protection is the
result of demographic or economic factors (particularly prices and earnings
and changes in the structure of employment), of improvements in the facilities
offered and increased use of them. (In order to take account of developmenis
in legislation which occurred during the preparation of the forecasts, a
somewhat liberal interpretation had to be given to the assumption of existing
legislation.)

ofens
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4. 3Based on these considerations, the projections in the European Social
Budget tend to give a minimum estimate of expenditure on the economic
agsumptions used, and cannot be taken to represent either future objectives

of national policy or the policy choices of Governments.

5. Whatever their basis, economic or social projections are always subject
to a greater or lesser degree of uncertainty. This uncertainty is compounded
when the political, economic or social oontext in which they are formulated
changes suddenly. For this reason, the events which characterized the end of
1973 = in particular price inflation made worse by the rise in raw material
prices ~ have seriously weakened the credibility of short or medium term
economic forecasts developed before these conditions, or before the full

repercusgions were realized.

6. The first Social Budget exhibiis the faults of all projects which are
just beginning. More details about the problems involved 1n its development
will be given in Chapter II ', The double handicap — of internal and
external problems — means that caution should be used in interpreting the

comparisons sketched out in this report.

To The projections do provide information which can be used in developing
national policy and action in the social fisld. -On the Community level, the
comparison of the nine national projections is valuable both for further
national work on the European Social Budget and for the development of
Comminity agreement in the area of policy on social protection.
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8+ The fulfilment of the mandate given to the Commission by the Council
of Ministers in the session held on'9 November 1972, regarding the develop~
ment of the European Social Budget, was carried out in two stages:

= The preparation by governmental experts from the Member States of
national reports 1) according t0 a common plan. These national reports
contain a description of the legislative development from 1970 to 1973
(inclusive), some details of the methodology used in developing fore-
casts for 1975, and a series of detailed tables — following a model
adopted in common - of expenditure and receiptes for the systems of
various types covered by the first Social Budget. The tables are for
1970 and 1972 .(the past period) and 1975 (the forecasts).

9+ = On the basis of these national reports, the Commission drew up the first
EBuropean Social Budget overall report, submitted to the national delegations
for their comments. The report thus constituted examines the trends in the
development of expenditure and receipts in the Member States for the sectors

mentioned earlier using both a total and sectoral approach.

10s Apart from the assumption of existing legislation, economic assumptions
regarding prices, earnings and employment during the period 1973 to 1975 were
provided either by national experts or by the Commission. These trends are
compared to trends in the period immediately preceding: 1970 to 1972,

veefons

(1) The participating experts were given copies of each of these reports,
either in the original language or translated into English, German or
French as required.
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III. 11« The first Buropean Social Budget outlines the similarities and differ—
ences in the pattern of expenditure and receipts in the Member States and the

apparent change of trends in their development.

Bearing in mind all the necessary reserves, it provides indispensible
if limited information to those responsible for social and economic policy

in the Memhzr States and in the Community institutions.

124 More rapid and complete knowledge of social developments over time is
becoming a necessity, recognized more and more by the Community and national
authorities, whose object is to promote social progress via co~ordination

between the economies of the Member States.

It is not therefore surprising that the Council should have included
the following in its resolution of January 1974 (1) in respect of the Buropean
Social Budget:

", eees 10 persevere with and expedite the implementation of the European

Social Budget."

13. The Commission for its part intends to respond rapidly and fully to the
Council's request, and in particular to strive towards an elimination of
existing elements of uncertainty, which are discussed in Chapter II
These_eIéments should be borne in mindﬂwpen examining the comparisons presented

in this report.

(1, Concerning the Social Action Programme of the Community for the period
1974 to 19764 0.J.E.Ce No. C. 13 , 12-2-1974, p. 3




. CHAPTER 1

INTRODUCTION

A), Preliminary observations

14« The first Buropean Social Budget follows from forecasting work in the
field of social security which has been going on for several years, organised
by the Commission of the European Communities with the help of independent
experts. As regards previous work, the study on the financial evolution of
social security from 1965 to 1975 (published during 1971) can be mentioned,
as well as the revision of the data contained in the report as an "updating"
(1970~1972~1975) which appeared in 1972. (1)

.~ 15« Based on the experience gained in these exercises, and on other overall
or specific studies of social mecurity, the Commission submitted to the Council
of Ministers a series of propositions, some of which were aimed at developing,
enlarging and putting on a more permanent basis the work already undertaken.
The Commission thought it necessary to provide data in the social field corres—
ponding to the medium~term economic forecasts which are developed in liaison

with experts from the member states.

16 At a meeting on 26 November 1970, the Council gave a favourable welcome
to these propositions and requested the Commission "to submit to it a programme
of work which would allow the Commission to prepare each year, in co-~operation
with governmental experts from the member states, a Buropean Social Budget".
This work programme was sent by the Commission to the Council in September 1972.

verfens
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(1) EBach study comprises an overall report and the national reports on ... . .
which it is based. :

Note: In order to facilitate the presentation of tables in the present document,
countries will be referred ito by initials as follows: B = Belgium,
DX = Denmark, F = France, I} « Germany, IR = Ireland, I = Italy,
L = Luxembourg, N = Netherlands, UK = United Kingdom.



The latter took a decision on the first Social Budget in its meeting of
9 November 1972, the complete text of which follows: (1)

The Council acts on the proposal mada‘by the Commission to the Council:

- the report on the medium-term forecasts on social expenditure and

its financing in the member states of the Community (doc. 1404/72(S0C 131))
and
-~ on the draft of a working programme to work out the European Social

Budgef,and gives its compliments on the work accomplished in fulfilment
of the mandate given by the Council in its session of 26 November 1970

(doc. R/1900/72(SOC 193)).

17« 'The Council observes that the objective of éstablishing a Buropean Socizal
Budget such as defined by its decision of 26 November 1970 can only be reached

by successive stages, in so far as concerns the contents and the period covered

by each of these budgets.

As regards the first stage, the Council agrees, without prejudice to the

decisions which must be taken for the ensuing stages, to the following:

a) The first Buropean Social Budget will be based on the present
contents of the Social Accounts of the Community and will relate,
for the retrospective part, to the period 1970~1972, and to the
estimates for the period 1973-1975; the Commission will establish
this Budget in liaison with the national experis;

(1) Extract from the decisions taken by the Council during its 214 th
session held on November 9 th 1972. (doc. R/2746/72 (Soc 275) page 13}

vefuen



b) The Commission is invited to undertake in liaison with the national
experts, studies to examine ways of extending the social budget,
notably in the fields of adult vocational training and social housing,
and to present to the Council, should the occasion arise, proposals

which prove necessary;

c) The Committee of Permanent Representatives is instructed to examine
the proposals formulated by the Commission in Chapter II of the draft
for a working programme studied above in order that ithe necessary

decisions can be taken rapidly.

18+ The first Social Bﬁdget, which is designed to meet the request in point a.
of the mandaté, is not therefore the completion of previous work but rather
their enlargement. It is‘also the first attempt at a comparison on a Community
basis betiween the nine member states, the previous studies being confined to

the original six member states.

Finally and above all, it constitutes the first attempt at the diffiocult
but necessary task of fashioning a velid measuring and forecastihg instrument

for social policy.

B) The basic elements of the first European Social Budget

19 With a view to effectively following up the Council mandate mentioned

above, the Commission organised several meetings of government experts during

1973.

Those held in the first . half of 1973 resulted in common definitions, based
on the mandate, of the basic elements and of the methods necessary to produce
nat:onal reports which would allow a comparison at Community level of past
(19 ) %o 1972) and future (1973 to 1975) development of social expenditure
of the nine member states. Such a comparison, however, would only be possible
and neaningful if the national reports are designed 8o as 10 guarantee their

(1)

VAT

(1) As contained and defined in the Social Accounts for 1972.



comparability: this was facilitated by the liaison established in the Council

mandate between the Buropean Social Budget and the Social Accounts.

20, There were two elements in common from the start for the Social Accounts

and the European Social Budgeit: +the framework and the contents.

1 The framework used to collect national data (previous and
forecast) was based on the statistical framework developed
by the Statistical Office of the Buropean Communities for
use in the Social Accounts.(1) It has, however, been simpli--
fied to take account of somewhat different objectives. The
Social Accounts are designed to allow a detailed analysis of
past trends — and only these trends — on the basis of common
methods, definitions and classifications., While the European
Social Budget keeps to these definitions and classifications”(2>
its main object is to provide basic information necessary for
decision-making. To this end, it shows changes over time and
future medium-term development of the typical national financial
variables relevant to the categories of social expenditure

considered,

2. The contents.

21. As is the case with the Social Accounts, the first Social Budget is far
from covering all expenditure of a social nature in each of the member states.
Like the former, it takes into consideration only expenditure corresponding

to the definition accepted when the Social Accounts were developed:

"Any expenditure designed to indemnify individuals (or households)
against the occurrence or existence of certain risks or needs,
insofar as this expenditure gives rise to the intervention of a
'third party', but without their being any simultaneous, equivalent
counterpart provided in exchange by the beneficiary."

ard, among this expenditure, only current expenditure (excluding, therefore,

capital expenditure).

.) Social Accounts, SOEC 1967, No 5 (soocial statistics series).

(2) More details = apart from those mentioned in note 1 above - can be
found in No 2, 1972, social statistios — social accounts 1962~1970,
particularly the methodological appendix.
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22, As in the Social Accounts, it provides details of the expenditure (as
defined above) corresponding to the following risks or needs:

-.sickness
- = 0ld age, death, Qurvivors
~ invalidity
-~ enployment injuries and occupational diseases
=~ unemployment
-~ family needs (including maternity)

~ miscellaneous (mainly comprising expenditure on physical or
mental infirmity and = | expenditure resulting from political

events or natural catestrophies).

23« As well as expenditure, information is provided on receipis or financing
by the following groups of institutions or systems:

- systems in group A (social assurance or insurance)

- systems in group B (employers' voluntary benefits)

- gystems in group C (benefits paid to victims of war or other

political incidents or natural catastrophies)

- systems in group D (other social measures). -
If the Buropean Social Budget has these essential elements in common with
the Social Accounts (framework and contents), it contains other different

aspects ~ in particular the period covered and in consequence the inclusion

of fofecasts.

3e Period covered by the Buropean Social Budget

24. In contrast with the Social Accounts which only cover past periods, the
European Social Budget takes into account the medium-term future. The whole
point of it is 1o fix attention on the future. For this reason, as well as
covering 1970~1972, the first exercise in providing such a Budget was also
designed to cover 1973-1975.



CHAPTER II

DEVELOPMENT OF PROJECTIONS

A) Data and assumptions used in the projections

25. Two types of assumption were used in developing national projections
of expenditure and receipts from 1973 to 1975. It was . agreed that corr=u—
ponding economic and demographic data relative to the period 1970-1972 wouid

be indicated for comparative purposes.

1e _Assumption on legislation

26. In the present exercise, this assumption was fixed by the Council with
reference to its thoughts expressed on 26 November 1970. It was decided to
use the assumption of legislation in force at the time Bocial Budget figures
were being developed. A date was chosen to this effect by the Commission

and the representatives of the member states: 1 Januvary 1973. However, the
need to take into account the development of laws and regulations on the one
hand and of measures which were practically certain to become law during the
period on the other, plus the internal dynamization of social legislation,

led to a decision to fix the final date at the end of 1973, All the national
projeétions were therefore made on this basis, taking into account the develop-

ment of social legislation during 1973 and extending it to 1975.

2. Economic and demographic assumptions

27. In order to integrate forecasis of social expenditure into the framework
of economic development, it was necessary to use certain assumptions developed

in this framework, and in particular data relating to:

veefuen
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- earnings

~ the total population

ae Bconomic assumptions

the working population
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28. In the present exercise, for both prices and earnings, certain countries

used their own assumptions developed nationally (Belgium, Germany, Luxembourg,

the Netherlands, and United Kingdom);
~ services, which provided them with technical data (Denmark and Ireland); and
‘-f'ina.lly two countries used their own assumptions in some instances and the
Commission's in others (France and Italy).

others made use of the Commission's

The following table (Table 1) gives a comparison between assumptions
relating to the period 19731975 and statistics for 1970-1972. '

Table 1
ANNUAL
RATES B DK D F IR I L N UK
of
a. (Consumer prices
1970/1972 ' 4.9 | 6e4 | 55| 5.7 | 8.6 | 64 | 49| ToT | 7.3
1972/1975 5¢4 5¢5 51 6.6 8.5 8.5 5¢7 Te3 5¢2
bs Earnings per head
1970/1972 1360 | 11¢4 | 10,6 | 10,0 | 17.2 | 12,0 | 8.3 | 12,2 | 12.0
1972/1975 1240 | 1045 | 107 | 116 | 13¢5 [ 13.8 | 9.0 | 11.4 | 6.6




Moreover, these economic assumptions were established at different periods,
most of them in the first half of 1973, the others in the autumm of 1973. §

None of them, of course, took into account the repercussions of the rise in

raw material prices and the higher rate of inflation.

be Demographic assumptions ... ..

29, The changes in the total population and in the working population is
given in the following table (Table 2) in index form: '

Table &
(e o G|
Country Total Working ~ Total . Worki:_rxg
population population population population
B 100.8 10143 100.8 100.6
DK 1014 01,0 ¢ 10145 - 101.8
D 101.7 | 99.3 10041 10044
F 1019 - 102.3 103.2 103.6
IR 102.4 99.3 103.6 100.6
I 10143 99.7 101.5 100.0
L 102.5 10542 102.5 103.8
N 10149 | 101.3 102.2 100.8
UK 10047 " 99.5 100.6 100.6

veefene



Changes in the age structure of the population are shown by the following
table (Table 3):

Teble 3
Total population in main age groups
(total for each year = 100%)
Country 1970 1972 1975
Age groups Age groups Age groups

0-19 | 20-64 | 65 and| 0~19 |} 2064 | 65 and | 0=19 | 20-64 65 and

over over over

B 311 555 1344 30.8 556 1346 30.3 559 13.8
DK 31,0 | 56.8 1242 30.6 | 56.8 1246 | 3041 5648 | 131
D 29.8 | 57.0 13.2 | 29.7 | 56.0 143 | 29.2 | 55.9 14,9
F 3342 5440 12,8 | 32.8 | 54.2 13.0 32.5 | 54¢3 | 13e2
IR 40.3 | 48.6 1141 40.3 | 48.6 111 40.3 | 48.5| 11.2
I 317 | 57«7 10.6 1 31.5 | 57.6 109 | 31.7 | 56.6 1147
L 29¢3 | 58.1 12,6 | 28.9 | 58.3 12.8 | 28.2 5841 1347
N 3567 | 5441 1042 35.0 | 5446 10.4 | 34.0 | 55.2 10.8
UK 31,0 | 56.0 | 13.0 | 31.1 555 13.4 3101 5562 13.7

The population group of those aged under 20 is relatively more important

in Ireland, the Netherlands and in France.

It decreases relatively in Belgium,

Denmark, France, Germany, Luxembourg and the Netherlands, but remains siable

in Ireland and Italy.

Except for Belgium, France and the Netherlands, the

proportion of the population in the 20 to 64 age group tends to remain unchanged

or to decrease. It forms & smaller proportion in France, Ireland and in the
Netherlands. '

0../..0
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The population aged 65 and over represents a growing proportion of the
total population. The increase is relatively rapid in Italy, Luxembourg

~the-Netherlands, very rapid in Germany, and more moderate in the other countriess

B) . Methodology and presentation

;1} Benefits

30 The development of the amount of expenditure for any one category of
benefits can be represented by an index obtained by calculating the product

of three foctocs representing:
= the demographic changes (in the number of beneficiaries)

- the total amount of benefits per head paid as a result of
- changes in their rate of use or consumption (this refers
to benefits in kind in various categories such as sickness,

invalidity, maternity and employment injuries)

~ the value of a unit of benefit (cost of hospitalisation per
day, of a medical consultation or visit, etc) or of a basic
benefit taking into account changes in rates (which may be
linked to changes in price or wage levels) or the methods of

uprating applied to certain benefits.

3. The national delegations worked out their projections of expenditure,
and particularly of benefits which account for the larger part of total
expenditure, by taking account of the legislative measures in force and very
likely prolongations, as has already been explained. In certain cases, trends
observed over previous years have been taken into account, as well as publicly

announced commitments to future actione.

In this oonnection, a distinction must be made between the ireatment of

benefits in group A and those in grbups C and D.
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The majority = if not the whole — of the factors set out above played
a part in the valuation of benefits of systems in group A. (These systems
by themselves represent between 82% and 98% of the amounts covered in the
first Buropean Social Budget). Although the same factors affect systems in
groups C and D, financed for the most part by the public sector (state and
local authorities), usually an extra constraint resulting from considerations

of budgetary balancing comes into play.

32. The analysis which follows will therefore be restricted mainly to benefits
provided by systems in group A through the main functions.

SicknessI maternity, invalidity, emglozgent injuries and occupational diseases

For the benefits relating to these functions, the national delegations
took into account an increase in the number of beneficiaries, an inorease in
the consumption of care (benefits in kind) and changes in wage levels or prices

as appropriate for benefits in cash.

0ld age and invalidity

33« As regards the valuation of benefits in cash for these two functions,
the national delegations took into account, besides the demographic factor,
the uprating principles already outlined for a future date in the period
covered by the projections (1973~1975), in the national legislations. For
each country, the method of valuing these benefits can be sketched outs

Belgium

.Automatio uprating based on the index of consumer prices, and adaptation

to economic development by means of a coefficient of increase.

Denmark

Legislation allows only for automatic adaptation to the price level.

ves/one
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Germany

The anmual uprating of pensions is fixed by legislation which takes
into account the development of wage levels in the three previous years. As
is the case in the Social Budget worked oui each year by the Federal Govern-—

ment, the calculations have been carried out as if the uprating was automatice

France

Automatic annual uprating taking into account the development of wage
levels in the case of contributory pemsions, and uprating by legal instrument

sometimes twice a year for non-contributory old age pensions.

Ireland

Yearly ad justment to compensate for inflation and maintain the growth

in real value.

Ltaly

Automatic adjustment to changes in the cost of living.

Luxembourg

Automatic uprating based on the cost of living index, and periodic
ad justment to changes in wage levels by legal instrumeni or regulation.
(This adjustment should be carried out at least every five years. That
intended for 1975 has not been taken into consideration in this country's

projections.)

Netherlands

Automatic adjustiment based on the wage index.

United Kingdom

Annual uprating with as a minimum objective the maintaining of the

real value of benefitse.

‘2. Receipts

3. As far as systems in group A are concerned, the national delegations
worked out the receipts for each of the various systems separately, taking
into account the relevant demographic‘ Lcends and assumptions about the

variations in wage levels. They also took into account the principles of

.../.;..
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budgetary balancing, where an “important part of the receipis came from the
budgets of the state and local authorities, as well as the provisions in
the national legislations designed to keep a balance between the reoelpts
and expenditure by adopting a method of ad;usting 10 achieve a balance.

In cases where a ceiling on the amount of wages taken into account in
assessing contributions exisis, the changes in these ceilings have been aligned
with changes in wage lexels. This process results in some delay in changes of
ceilings in relation to ohanges in wage levels.

The receipts for systems in groups C and D correspond in general to the
amounts of expenditure for these systems, since these systems develop in line
with budget ‘forecasts.

’dz Obgervations on the projections in the European Social Budget

35. Observations of a generai character have been made in the Foreword, and
these will now be set out with more precision before going on to Chapter II,
devoted to the "Main Results" of the comparison at Commnity level between the
projections in the national reports. ‘

More precision is partioularly needcd on two important and complementary

' aspeois?

~ the development of the national projections

0

=~ their degree of comparability.

1) The development of the national Eiojéctions

36. Economic forecasis, of an official or semi-~official kind, are available
in all the nine countries. In oomparison, the situation with regard to
social forecasts is less satisfactory, although in recent years a considerable
effort has been directed to this end.

Several countries already had either a éooidi budget (Germany and France)
or had decided to create one (the Nethorlands) some time before the beginnlng
of work on the European Social Budget.
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Moreover, if France and the Netherlands had social forecasts available
for their economic and socigl plamning, they were not the only countries in
this situation, being joined by Belgium and Italy. Other countries (Denmark
and the United Kingdom) developed such forecasts as part of the planning of
public expenditure (in the short or medium term). Finally, other countries
had begun to develop similar forecasts (Luxembourg via forecasts of public
financing and for most of social security, Ireland on the occasion of its third

economic and social development plan).

37« During the development of the projections to be used in the European
Social Budget the national delegations were obliged, by the force of events,
to reconsider the forecasting work in this area in each of their countries

and often had to choose new methods.

In these circumstances a comparison between the projections in the
European Social Budget and the forecasts mentioned above, which are designed

10 meet objectives set by the various governments, might be somewhat misleading.

For other reasons, too, prudence should be used in interpreting the
indications given by the Community comparison as set out in the Buropean Social

Budget in its present state.

2) 7 Degree of comparability between the national projections

38. 1Inspite of the efforts made in the course of several meetings in 1973
10 arrive at a common definition of the elements constituting the European
Social Budget, differences of interpretation have orept into the national
reports, the basis of the present overall report.

These differences concern essentially the following points:

= the field covered

—~ the legislative assumption

-~ the economic assumptions

~ the period covered

...‘/00.



ae The field covered

39. It should be noted th;t for 1970 and 1972 the data (total or partial)
provided by the national delegations for the Social Budget and for the Social
Accounts are not always the same. In some cases, Bignificant differences
exist. As well, the hoﬁogeneity of the data provided in particular for sysiems
in group D (referred to as "Other Social Actions") may be questioned.

Certain countries in fact put under this heading measures which other
countries do not take into account or which strictly speaking should not at
the moment be included (functibns such as professional training of adults or
public housing, which have not yet been integrated into the Social Accounts).
Insofar as e&stems in group D represent an important element in certain
countries - as will be illustrated later ~ the comparability of the whole is

weakened.

40. The point should be made that the exclusion of certain types of soocial
expenditure — in particular on education and all capital spending = will have
different effects for different countries, depending on the system in force.
For example, where hospitals are public institutions, figures for current
expenditure will underestimate the total expenditure on health, while where
they are owned by private establishments, religious or charitable bodies,
current payments may include all expenditure, including an allowance for
ocapital costs. Family allowanoces, t0o, may to a certain extent replace

educational services, and the part played by each may vary between countries.

be. The legislative assumption -

41. During the first stage in the development of the projections, before

the summer of 1973, it was agreed that the delegations would work on the basis
of legislation in effect on 1 January 1973+ It was necessary to chooss a
common point of departure, even if that mean? for some countries not tsking

verfone
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into consideration projected reforms which although certain had not yet been

officially passed as legislation.

_ This position became difficult to defend when, for various circumstances, -
not all the national projections could be ready at the same time. It was
therefore decided, in order to stick close to the reality of social affairs,
to revise these projections‘and‘include the changes which had occurred during
1973« Even so, certain delegations were not able to carry out this agreement

and took as the date of existing legislation an earlier date (summer 1973).

42. The use of a common legislative assumption does not necessarily mean
that the resulting projections are fully comparable. Where a new piece of
legislation is required for an increase in expenditure {as is sometimes the
case for cash benefits) the rate of increase used in projections will probably
be much smaller than in those cases where increases can be made by administra—

tive decision.

ce Economic assumptions

43. Here again, the economic assumptions refer to situations in existence
at different dates. For certain countries the assumptions were formulated in
the first half of 1973, and in autumn for other countries. In all cases, as
previously mentioned, it was not possible to modify the economic assumpfions
to take into account the effects of the energy crisis and the acceleration of
inflation which marked the end of 1973. | |

de Th period covered

44. The period considered in -the -natienal-reporis.begins and ends at a
- . different date according to whether the financial year begins on 1 January
or 1 April. '
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(Denmark, the United Kingdom and Ireland. For this latter couniry, the
financial year will begin on 1 January in 1975.) There is therefore no
absolute homogeneity as regards time in the Community comparisons.

TWO CONCLUSIONS CAN BE DRAWN FROM THESE OBSERVATIONS

FIRST, TO STRENGTHEN THE CREDIBILITY OF THE EUROPEAN SOCIAL BUDGET, AN EFFORT
MUST BE MADE AS SOON AS POSSIBLE TO RESOLVE THE DIFFERENCES WHICH HAVE BEEN
OUTLINED ABOVE.

SECOND, THE EXISTENCE OF THESE DIFFERENCES SHOULD BE BORNE IN MIND WHEN
CONSIDERING THE COMPARISONS DRAWN IN THE FOLLOWING CHAPTERS.

e
=
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' CHAPTER IIT '

MAIN FINDINGS.

(1)

A) Institutional coverage of social security

45. The main effort in social protection is carried out through systems

in group A (that is, insurance or social security). Between 82% and 92%

of this protection is carried out through these systems, which are much more
important than systems in group D (other social measures or social aid); |
systems in groun C (venefits to victime of political events or natural
disasters) and finally systems in group B (Voluntary payments by employers).

The division of the amount of protection between these various types
of systems can be seen in Table 4 (overleaf) for the years chosen for the
first Social Budget, 1970, 1972 and 1975.

46, fThe first observation to be made is the relative importance in Ireland
and the United Kingdom of the systems in group D (between 14% and 18% of the
whole) compared to the seven other countries (from 1.5% in Denmark to 9% in
the Netherlands). This marked difference reflectis differences in approaches

to social protectiion.

) A second observation is that the development from 1970 {to 1975 features
the maintenance of this difference between the two groups of countries at the
game time as an increase in the importance of systems in group A at the expense
of these in greup D, oxcept for the Netherlands where the opposite ooocurred,
and in Ireland and the United Kingdom where the relationship between the two

groups remained almost constante.

(1) The field of which was detailed in the introduction, page 5e
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Systems in group C saw their relative importance remaining constant
(Denmark, the Netherlands) or decreasing, mainly in those countries (Belgium,

Germany, France, Italy) where benefits were the highest.

Finally, the present lack of information — for most countries = about

systems in group B does not permit any further analysis.

B) Social expen’iture and gross national product

47. If the rslationship between the amount of social expenditure (for all
systems) and the gross national product (at market prices) is examined, marked
differences =zre apparent between countries both for 1970 and 1972 (recorded
statistics) and for 1975 (projections which, however, include to some extent
indications of normative development according to certain objectives).

These differences are the result of two different approaches to social

protection, and are illustrated in Table 5 (overleaf).

There is a first group of countries where the amount of social protection
is at least 20% of GNP, such as Denmark, Germeny, Italy, the Netherlands
(this latter country being somewhat different from the three others). A
second group devotes between 18.8% and 19.5% to this protection: Belgium,
France and Luxembourg.(1) ~The third group, finally, devotes a distincfly
lower percentage (the dominant approach on the part of the Government being
that of guaranteeing a basic level of protection to all the population).
Table 6 gives a ranking of the various countries and the changes in their
relative positions (problems of comparability exist for Ireland and the

United Kingdom, as mentioned in paragraph 40).

(1) The highest percentage for Luxembourg is in 1972 and not in 1975.
An explanation of this fact is given 6n page 36, paragraph 65.
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. (at.markat prices).)

OF THE GROSS NATIONAL PRODUCT

' Table 5
Years | B DK | D F | IR, I L N UK
TOTAL 1970 | 18,0 | 19,7 | 20,1| 18,3 | 12,9 | 18,4] 17,3 | 20,7 | 16,0
ExPEnDITURE | 2972 | 1943 | 20,8 | 21,5 18,7| 13,0) 22,2| 19,5 23,1 | 16,7
: 1975 | 1944 | 22,9 | 22,1] 19,3 | 15,3 | 23,0 18,1 | 26,3 1644
TOTAL 1970 | 17,0 | 19,2 | 18,9| 1742| 12,4 | 17,0] 16,7 | 20,0 | 15,4
BENEFITS 1972 | 18,3 | 20,2 | 20,2| 17,6 12,9 | 20,3| 18,8 | 22,4 | 16,1
: 1975 | 18,4 | 22,3 | 20,7| 18,1] 14,7 | 21,0| 17,4 | 25,5 1548
; ,‘“,, — } e Ae T e el
EXPENDITURE AS A % OF THE GROSS NATIONAL PRODUCT
Table 6
1970 1972 2212
N 2047 ¥ o: 23,1 N & 26,3
D 20,1 I 2242 I 2340,
DK 19,7 * D 21,5 DK 22,5
I 18,4 DKt 20,8 D : 22,1
F 18,3 L : 19,5 Bt 1944
B 18,0 B 19,3 F : 19,3
L 17,3 F : 18,7 L : 18,1
UK : 16,0 UK ¢ 16,7 UK : 15,8
IR 12,9 IR : 13,0 IR : 15,3
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48, If the analysis was confined only to benefits, the above picture would
not be altered, except that the percentages would be lower.

A divergence nevertheless exists between the various countries and in
particular beiween those high on the scale and those at the bottom end (a
divergence equal in 1972 to 0.1 percentage points for expenditure, 9.5% for
benefits, and a similar divergence in 1975) and this gap underlines one diffi-
culty of harmonization in this field.

49. Although the differences in the relationship between direct and indirect
taxes in these same countries should be borne in mind, it seemed useful to
introduce another point of comparison: the national income (net national

product at factor cost), as in Table 7 below.

Table 7

Expenditure and benefits as % of national income (1)

B DK D F IR I L N UK
Total
Expenditure ‘
1972 2442 | 2645 | 2840 | 2443 | 17+3 | 27.0 | 25.8 | 28.6 | 21.4
1975 2442 | 2942 | 2848 | 25.1 | 19.5 | 28.4 | 24.0 | 32.6 | 21.5
Total
Bengfits
1970 21.6 | 2402 | 24.5 | 22.5 | 16.1 | 21.0 | 22.1 | 24.5 | 20.1
1972 22,9 | 25.8 | 2643 | 22.9 | 1646 | 2446 | 24.9 | 27.6 | 20.6
1975 | 23.0| 28.5] 27.0 | 23.5 | 18.8 | 25.9 | 23.1 | 31.6 | 20.8

Except for the Netherlands which has the highest percentage (with 28.6%
in 1972 and 32.6% in 1975), certain changes in the order of classification

occur for other countries, which do not affect the preceding remarks.

ooo/ooo

(1) Net national product at factor cost
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" Whatever the comparison chosen, GNP or National Income, a continuous
inorease in the percentage devoted to expenditure (or benefits) can be seen
for past years, and this téndancy will continue in the near future.

C) Expenditure and benefits per head (1)

50. It seemed interesting {0 complement the macro—economic analysis with
an analysis of protection at the level of individuals. Only a rudimentary
analysis can, of course, be carried out, dealing with an average individual
who does not exist in reality but who nevertheless provides a reference point

for the level of protection in the member States.

Two tables (Tables 8 & 9) on expenditure and benefits per head have

been drawn up.

‘51. Table 8 illustrates that the member States fall into three distinct
groups, whose composition is little different from that commented on earlier
under 'B!., Germany and Denmark (and in 1975 the Netherlands) are clearly
apart, whilst Italy ~ which belonged to the first group in the previous
-comparison = is now in the third group.

eefen-

(1) These are calculated in units of account on the basis of the exchange
rates between national ourrency as indicated by the Statistical Office
of the Communities for 1970 and 1972. Reference will be made to this
subject in Annex V. For 1975, the hypothesis of no change in parity
since 1972 was used.
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D) Expenditure

The following comments cover expenditure by type and benefiis by funotion.

1 - Expenditure by type (Table 10)

52, Benefits comprise around nine—tenths of t6tal expenditure. They can be
divided into benefiis in cash and in kind, the former being much more important
(due in particular to the importance of old age pensions).

a. Benefits in kind, which cover mainly the maintenance or recovery

of health, form a very variable percentage of expenditure accord-
ing to the country, and a percentage which is constantly increas—

ing in most of them.

Their most important role éeems t0 be in those countries whgre
a national health service exists (United Kingdom, Ireland and

Denmark). The other countries, except for Luxembourg, spend a
similar percentage in this way (of the order of 20% to 25%).

be Cash benefits represent around 60-80% of total expenditure, but

their relative importance is not inocreasing in any country and

tends to diminish in a certain number of countries (Denmark,
Ireland, United Kingdom, Italy and the Netherlands) even though
this . always be explained by their social policye.

24 Social benefits by function

53« Table 11 illustrates the sub—divisions of benefits for social protection.
(Certain functions which appear .in the Social Accounts - physical or mental
infirmity, political events ;nd natur#l catastrophies — have not been incorp—
orated in the Furopean Social Budget and are included wainly in the functions
'invalidity' and 'miscellaneocus'. As a result, there exist discrepancies which
are on occasion substantial between percentages for 1970 and 1972 shown in the
European Social Budget and those in the Social Accouniss)

In all countries, old age occupies the most important place, followed by
sickness. Two other functions take third place: invalidity (Italy), the
Netherlands and the United Kingdom) and family benefits (in the other countries).

A
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These four functions by themselves make up the greater part of social '
benefits, and the following analysis will be confined to them. ?

a. 0ld age

54 The relative importance of benefits paid for this purpose in relation

to total benefits seems likely to continue to diminish in the Netherlands,
Denmark and to a lesser extent in Ireland and Italy. An increase seems likely,
to a greater exiant in Belgium and France than in Luxembourg and the United
Kingdom. |

In spite of these considerations, the function is still much ahead of
sickness in most countries, except for Denmark and Italy where the two functions

are becoming of equal importance.

be Sickness

55e In every country a tendency — seen in the past - towards an increase in
the expenditure on this function seems likely to be maintained in future years
s0 that it will come to make up almost a third of total benefits (Denmark,
Germany and Italy). For the other countries, sickness benefits represent aboul
a quarter of the total, except for Luxembourg, where they are less than 20%.

Ce Fami Vi

56«  For this function, family allowances are the most important form of i
expenditure covered in the report, but it is recognised {that income tax conces-—

sions are an important form of assistance to families in some countries.

The first observation to be made is the constant diminution, for every
country exept Ireland, in the importance of this function. This_t?hdency: |
—_seens likely to continue in future, |

A sécond observation is that the countries can be divided into two groups
according to the importance given to this funotion in their objectives. Among

one group of countries (Belgium, Denmark, France and Ireland) family benefits
amount to between 15~16% of total benefits; in the other countries, a
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percentage between 6% and 11%.

de Invalidity .

57« This function occupies third pléce in importance by itself in A
Italy and the Netherlands; equal third, or almost, with family benefits iJlGéowaﬁj‘
Denmark and the United Kingdom; fourth place in Belgium, France, Ireland and

Luxembourg.

E) Receipts

58, Viewed from whatever angle, eitlier by type or by source (or sector from
which they are collecied), it can be seen that tﬁe countries are essentially
sﬁlit in two groups, according to the impoitance placed in financing on receipts
coming from the State and local authorities or on receipts from employers and

workers.

1o Receipts by type (Table 12)

In general, contributions represent the greatest proportion of total
receipts in the six original member States, whereas it is the State and local
authorities in the new members. Thé United Kingdom, in fact, is mid-way beiween
these two groups, the two main sources of finance being almost equal in
importance (a fact which will be brought out more clearly in a further analysis).

a. Employers'! contributions

59. ' The share of enterprises (private and public) is great in France, Italy
and Germany (the percentage varying between 51% and 68%). It is less, while
still important (above 43%) in Belgium and the Netherlands and it is slightly
lower for the United Kingdom and Luxembourg (around 35~37%). It is very low
for Ireland (around 20%) and Denmark (10%). -

ceefons
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b, Workers! contributions

60. Differences in national legislation on social protection affect
statistics (and therefore projections) and make it difficult to distinguish
between employees, self-employed and those entitled to a pension (or inactive).

Workers! contributions as a whole will therefore be discusaed.

It can be seen that, in every member State, they represent a lower

share (often very much lower) in financing than do employers! contributions.

They are important for the Netherlands (where they make up around 36%
of total receipts and thus are fairly near the level of employers' contri-
butions: 43%). They represent a quarier of the finance in Luxembourg and
Germany, a fifth in France and Belgium, a lower percentage in the United
Kingdom (17%), lower still in Italy and Ireland (between 13-14%) and almost
ingignificant in Denmark (if'the downward tendency is maintained in future).

ce Taxes and subsidies (from the State and local authorities)

61« The rank order among the member States is on this occasion the inverse

of that for employers' contributions.

Far in front are Denmark (more than 80%) and Ireland (around 65%),
followed by the United Kingdom with 38~39%, and a group where the percentage
is lowers Within this group, a distinction can be drawn beiween Luxembourg(1)
and Belgium (29-30%), Germany and Italy (20-22%) and France and the Netherlands

(10=12%) .

.d. Income from capital and other receipts

62, The heterogeneity of this heading, which is of little importance in the

receipts, prevents valid analysis.

A

(1) In the case of Luxembourg, the participation of the State and local
authorities includes also interest on public debt certificates under
the next heading.

v
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Tho only observation is the distinction between countries where its

percentage is significant (around 6—8% in the Netherlands, Luxembourg, the
United Kingdom and Italy) and the rest where it is less or insignificant
(vetween 3% and 0.2%).

2. Receipts bi source (Table 13)

basiertali e d T sy ey et §

63« The main points made in 1) above remain valid, although this viewpoint

does bring out certain changes.

e

be

The item "Govermmeni" groups together the total resources passing
through the budgets of the State and local authorities (taxes,
subsidies and contributions of the State and local authorities

as employers). The percentage represented by this item is thus
greater for every country in comparison to the previous analysis.

The rank order of countries, however, remains unchanged.

The heading "Enterprises" (contributions and benefits of private
employers) decreases as the above item increases, again in 6ompar—
ison with the analysis under 91). The order remains almost the
same, with Germany preceding Belgium,and Luxembourg coming before
the United Kingdom.

The projections for 1975 (based on constant leglslatlon) do not greatly

A i e

alter these observations.

vefons
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ing trensfers) inoreases less rapidly than the national income in - .-

CHAPTER IV

DRENDS IN EXPENDITURE AND RECEIPTS ¢ 1)

In this chapter, the major part of the comparison will be devoted to

development in current prices (parts A and B)

It was thought, however, that a brief comparison on the basis of constant

prices (part C) would be interesting and useful.

A) Trends_in expenditure, at current prices

Expenditure Lﬂ Type will be examined first, then benefits by funciiomn.

1e Trends in the main items of expenditure (Table 14)

64, For six of the countries, the upward trend in tota\ expendiruie
between 1972 and 1975 is less marked than that between 1970 and 1972.
In France and Ireland it was, on the other hand, more marked. It is not easy
40 explain these divergeni tendencies. The most that could be said, for the
latter two countries, is that important changes which took place in 1973 have
been incorporated into the 1975 projections to a greater extent than in other
countries. As well, the changes which occurred in 1973 did not have the same
effect everywhere. It is, however, difficult to isolate the effects of these
changes in 1973 from the various economic assumptions and the differing

implications of the legislative assumption.

65. It can also be seen that during 1973~1975 total expenditure (excludé‘_

verfoen

(1) Since the two periods for comparison (1970-1972 and 1972~1975) are not
of the same length, the trends in expenditure and receipts have been
indicated by an annual average rate of change rather than by indices.
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in Luxembourg,(1) 8t a similar rate in Belgium, and more rapidly in the
other countries, even though the growth of expenditure from 1970 to 1972 was
greater than that of the national income for every country.(z)

If changes in the economic situation of any of the countries were ignored,
it might be thought that these different trends.between the two periods are
due, in part, to the economic assumptions used in the calculation of national
income for 1975, which corresponds to either a more rapid or less rapid rate

of expansion according to +the country than in the past.

66. The observation may equally be made that during 1973-1975, benefits in
kind may be expected to grow less rapidly than benefits in cash in Denmark,

and more rapidly in the other countries.

This picture changes slightly with reference to the period 1970-1972,
since Denmark, Italy and the United Kingdom experienced a less rapid

growth .

2 Trends in the main functions (Table 15)

67. For each country, the trend in the benefits corresponding to the various
funotions, itemised in the following table, for 1973~1975 is either more rapid,
less rapid, or the same as in 1970—1972. An examination of the trend for each
main function reveals the following:

A

(1) This particular trend is a result, on the one hand, of the fact that
1972 saw the beginning of periodical adjustments in pensions 1o the
general level of earnings, even though these adjustments had not been
incorporated into the projections for 1975. On the other hand, the
very great increase in gross national product during 1972 o 1975 had
an effect, this being due among other reasons to the particularly
favourable pituation in Luxembourg's industrial sector (mainly the
steel industry).

(2) Further discussion of this point will be found in Chapter VII, 'Concluding
Remarks®, section II, paragraph{ .
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Sickness

More rapid in Denmark, Ireland and Italy}\ess in the other six

countries. .

0ld age

Belgium, France and Ireland experience a more rapid movement;

it is less rapid in the six other countries.

Invalidity

The only difference from the trends for old age occurs in Germany

(a more rapid development).

Family

More rapid for France, Ireland and the United Kingdom, less rapid
for the other couniries. It is noticeable that this latter function grows
less rapidly than do sickness and old age, except in Ireland, even if in

several countries there seems to be an effort to catch up.

B) Trends in receipts, at current prices (Table 16)

68. For total receipts, the trend during 1973-1975 is less rapid than
that during 1970—1972 in Belgium, Denmark, Germany, Italy, the Netherlands
and the United Kingdom; it is almost the same in France and Luxembourg
and more rapid in Ireland. The deceleration in the trend for the majority
of countries is due to the economic assumptions employed — a lower rate of
inflation in 1973-1975 than in 1970-1972. However, different tendencies
become apparent when the constituent components of financing rather than

the total are examined.

A
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1.  Trend in receipis according to their type (Table 16)

‘ae Contributions

69. If the period 1970-1972 could be characterised by a more rapid growth

in house\o\ds' contributions than in employers' contributions for eight

~ countries, and a less rapid growth in Belgium, then these tendencies are
‘reversed in the period 1973-1975, in the sense that the number of countries

experiencing an acceleration in the growth of employers' coniributions

relative 10 housewolds' contributions jumps from one to six (Denmark, France,

Ireland, Italy, the Netherlands and the United Kingdom) whereas an inverse

PYSP. s - e e e

trend occurs in the other three countries.

b. Taxes and subsidies

70. In the majority of countries, apart from Denmark and Ireland, there
is a less rapid development. during 1973-11975 than 1970-1971

If the trend for the item "contributions" is compared to that of
"taxes and subsidies"™, it can be seen that this latter item grew more
rapidly from 1970 to 1972 in mos+t countries (except France, Cermany and
Ireland), while the opposite occurs during 1973 to 1975, whea
a greater effort in financing wes ?di\"rcu\aé\\s dtmanded via contributions,
in most countries except for the Netherlands (a slight increase in financing
by the public sector) and for Denmark and the United Kingdom (a slight

decrease).

" Differences in trends for receipts over the period 1973-1975 could
be attributed, at least in part, to the differential impact of the assump~

‘‘‘‘‘
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2. Trend in receipts according to their source (Table 17)

T1e This comparison is inferesting because the digferent classification of
the various receipts indicates the proportion which flows through the budgets
of the State and local authorities (taxes + subsidies + contributions of the
State and local authorities as employers) and that proportion of contributions

borne by private enterprises or households.

As far as the ‘sector "Govérnmont", is concerned, the increase
for 1970-1972 is less rapid in two countries (Denmark and Ireland) than.in
1973~1975, and more rapid for the seven other countries. This confirms the

above analysis under 1).
/

72. The "Enterprises" sector shows.a slower rate of increase in 1973-1975

compared to 1970~1972 in Belgium and Germany, and an acceleration in the _ _ |

other seven countries. .

Finally, the "Household" sector develops faster for three countries

(Belgium, Italy and Luxembourg) and slower for the six others.

In fact, the pattern here is similar, with minor variations, to that

illustrated above in point 1).

C) The trends in expenditure and receipts at constant prices

73 A more precise comparison than those under sections A and B above may
be provided by examining social expenditure and its financing in real terms.
There is perhaps a greater need for this type of comparison in a context of -

rapid inflation.

For this etercise, only one method of deflation to real terms was

available: <the general oonsumer price index.
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It has been used to provide an indication of the trend of social
expenditure in real terms (by dividing the rate of increase in expenditure

by the rate of increase in consumer prices mentioned on page 7).

The same index has been used for the sake of uniformity to work out

the trend in receipts.

It would be more useful, however, if this track is to be explored
further, to choose methods more appropriate to the various main categories

of benefits and types of finance.

Te Expenditure (excluding‘transfers)

74e An giamination of fa%es for total expenditure expressed in constant
price terms shows that they are lower than those in current prices.
a change in the order in which the countries are ranked occurs, and the effecis

of recent measures affecting purchasing power are thus shown more clearly.

This change is more marked for 1970~=1972 than 19731975

As well,

Total expenditure '
(excluding transfers) B DK D F IR 1 L N UK
- 1970-1972
current prices 14-.3 14,85 13.8 | 1244 | 18.3 | 19.4 | 13.2 1 19.7}| 13.8
19731
constant prices 6.0 Te6 59 6.7 | 14.0 Te1 4.6 8.8 4.3
current prices 118 | 135 | 1143 | 1348 | 23.8 | 15.8 | 10.6 16,7 9.8

veufone
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2. Receipts (transfers excluded)

75. The remarks made above for expenditure can be applied for the most

part to the trend in receipts, shown in the following table.

Total receipts

(transfers excluded) B DK D F IR 1 L N UK
19701972 >
constant prices 8.3 771 7.5 6.0) 8.2} 8.0} 5.9 9.2 | 6.5
current prices 1366 | 145 | 13.5 | 1241 | 176 | 132 | 111 | 17.6 | 14.2
1973-1975
constant prices 5.2 Ted 59 5e2 14 .0 3.7 4.8 9.0 4.1
ourrent prices 10,9 | 13.3 | 11.3 | 12.2.| 23.8 | 12.4 | 10.8'} 17.0 | 9.5

coefoes
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CHAPTER ¥

COMPARISON OF EXPENDITURE AND RECEIPTS WITH

NATIONAL INCOME AND GROSS NATIONAL PRODUCT

The trends in national income and gross national product are very
similar. Therefore a comparison between expenditure (or receipts) and
national income, on the one hand, and gross national product on the other,

(1) - »

will lead to similar conclusions.

'
!

A) Exgendituré (a8 a percentage of national income)

1e Expenditure in kind (Table 18)

76. Taking total expenditure (excluding transfers) at current prices
expressed as a percentage of national income,4the spread of variation in the
percentages for each country becomes increasingly wider from 1970 to 1975. (2)
Reasons for this pattern must be sought firstly in the modifications in
legislation relative to social protection in certain countries between 1970

and 1972, which affect forecasts for 1975.

Added te this, there is the important increase ~ to a greater or lesser
extent aécording to which country is considered ~ in benefits in kind compared
to national income. Between 1970 and 1974, this increase is of the order of
10% for the United Kingdom,20% for pelgiﬁm,Denmark,France;25% for Luxembburg
and Ireland, 30% in Germany, 40% in Italy, and 50% for the Netherlands.

Finally, the fraction of national income corresponding to benefits

in cash () increases from 1970 4o 1972 and from 1973 to 1975 (except in

coul e

(1) In the first case, this refers to net national product (at factor prices)
and in the second, gross national product (at market prices).

(2) With the exception of Luxembourg. The explanétion of this has already
been given (see note (1) bettom of page 36 ~ Chapter IV).

(3) The benefits under the heading "Miscellaneous" which include different
proportions of benefits in cash from country to country are not examined
in the present chapter.
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Luxembourg and the United Kingdom). These two ‘countries, exceptions
during 1973~1975 (to a greater or lesser extent) to the general tendency,
may have their figures for 1975 affected by the technical assumptions used
by the experts regarding the legislation on the adjustmsnt of benefits to

changes in prices and earnings.

Table 19 traces the devslopment'with reference to gross national product.

2.  Benefits by function (Tables 20 and 21)

T7« As regards the main functions, a comparison beiween 1970~1972 and

1973=1975 brings out the following points.

- for Sickness, a very large increase in Denmark, Italy
and the Netherlands, large in Germany, modecute in Belgium,Faace and 1rt\ﬂm‘\,

more or less stable in Luxembourg and the United Kingdom.

- for 014 Age (Death, Survival), the largest function, a greater

or lesser increase according to the country concerned.

-~ for Family, a decrease or a maintained level (in Denmark and the
Netherlands). ' '

B) Receigts (as a percentage of National Income)

78. In general, the most important receipts (contributions and benefits

from employers, employees' contributions, taxes and subsidies) tend to have
their ‘importance maintained or increased (a consequence of constant legislation
or the economic assumptions) and are smaller only in rare instances (Denmark:

employees'! contributions; France: taxes and subsidies).

Table 22 shows up the unique situation in the Netherlands,much shead of
. the rest, with Ireland hgving the lowest figures. Those in the -middle fall
into two camps: at around 30% of national income (Germany,Denmark}™ ~

.and 25 % ,;-(Belgil‘zm,Franqe',Lm‘.(,enihonr.g' .I{-a'\g ard the Uniiked Kj«g&m).

vefuen


User
Rectangle

User
Rectangle


e S Mt o i i, i

Table 20

49

TRENDS IN BENEFITS AS % OF NATIONAL INCOME
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TRENDS IN BENEFITS AS % OF G.N.P.
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‘

TRENDS IN RECEIPTS AS

Table 23
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Table 23, &imilar to the previous tablé, differs in respect ¢f the

terms of reference — the gross national product.

v

79. The two aspects of the overall picture presented in Table 22 can be
highlighted by means of further tables.

The first corresponds to receipts flowing through the budgets of the

State and local authorities.

As a percentage of National Income

Years | B DK D P IR I L N UK
Receipts provided 1970 } 8.5] 22,0} 10.0| 7.3} 12.7} 8.0| 10.0| 7.7 1{ 11.6
by State and local 1972 | 9.2} 23,5} 10.5{ 7.2 12.8]1 9.0 11.2 | 8.5] 12.4
authorities (1) 1975 | 8.9} 27.21 10.6} 6.5} 14.01 8.2} 10.3} 9.6 ] 12.3

(1) Cohtributions, employer benefits,

taxes and subsidies

80. The second aspect concerns total

economy (contributions and benefits of

and employees' contributions).

contributions direotly affecting the

employers -~ except from the State -

This distinction avoids any double-counting.

Years B DK D P IR I L N UK

% of national income

Employees' and 1970 | 14.41{ 374 16.1| 17.3] 4.0 14.3 | 13.4 | 21.7 [ 10.3
employers' 1972 14.9 305 17-6 17.8 403 14.6 14.2 23.3 10-5
contributions 1975 [ 1540} 2.6} 185 18.1| 5.2 | 147 | 13.4 | 26.9 | 10.7
% of gross national

product

Employees' and 1970 11.3 207 12-4 1302 3.1 11-6 1041 1707 7.9
employers® 1972 | 11.9 ] 2.7 | 13.6 | 13.6| 3.4 | 12.0 } 10.7 | 18.8 | 8.2
contributions 1975 | 12.0 ] 2.1 | 14.1 ] 13.1] 5.2 i1.9110.1 | 22.8 1 8.2
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This indication of the' "burden" of social expendituré is also useful
in examining the impact on the economy of the overall social and fiscal
"burden", the importance of which is shown in the great difference in methods
of financihg social protection and in the fiscal systems of the nine countries :

in the Community.

ooo/c-o
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CHAPTER VI

EXPENDITURE AND DEMOGRAPHY

4) Social protection and income redistribution

81. One of the features of social protection is to affect some redistribution
of income, particularly towards certain population categories: +the aged,
families, etc. There is a lack or absence of statistical data and thus of
forecasts dealing with income redistribution (between social categories and
income levelé), particularly with regard to the persons receiving benefits.

It is not therefore possible to analyse, in the detail which would be desirable,
the very coniroversial problem of income redistribution which results from

social protection and notably from social security and social assistance.

82. It is, however, possible to arrive at an indication of the redisiribution
of incomes affecting the elderly, by means of old age insurance or assisiance;
this in spite of the differences between the countries regarding the age of
retirement entitlement and the fact that invalidity insurance is linked in

several countries to old age insurance (Table 24).

- Table 24
Years B DX D P IR I L N UK

% of those aged 65 1970 | 13.4] 12.2] 13.2] 12.8 | 11.1 | 10.6 | 12,6 | 10,2 | 13.0
years or over in the 1972 | 13.61 1261 143§ 13.0 ] 1111 10.9{ 12.8 | 10.4 | 134
total population 1975 | 13e8 ] 13e1 | 149 | 1342 | 112 | 11T | 137 ] 10.8 | 137
4 of expenditure for \

Survival in the 1972 | 8.4 Q.2{12.0| 8.8]| 6.2] 8.8] 14.2]110.6} 9.8
national income 1975 9-1 ﬁ.‘q- 1205 9.4 607 8.6 1303 1107 10.0
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2, 83, Family benefits have as their object the

in favour of the family.

indication of the extent of this compensatlon.
conditions for receiving famlly benefl

ment ceases vary from countiry to

- 56 -

In fact, the quallfylng

partial compensation of incomes

The comparison in Table 25 below gives a very brief

ts and the age limit after which entitle—

country. Any overall judgement in this field

cannot be formed without taking into account the role played by taxation which

tends to favour families with children in many countries.

B) Expenditure per head

84. Chapter III contains data relating'to the
per individual in each country (total expendi
divided by the number of inhabitants).

For several reasons, some of which have been set ©

Teble 25

Years B DK D » IR I L N X
% of those aged less 1970 | 31.11 21,0} 29.8} 33.21 40.3§ 31.7 29.3 1} 35.7 1} 3.0
+than 20 years in the 1972 | 30.8{ 30.6} 29.7| 32.8} 40.3 | 315 28.9 | 35.0 | 31.1
total population 1975 30.3) 30.1} 29.2{ 32.5 40.3 ) 317 28.2 | 34.0 t 3141
% of expenditure for 1970 3,90 37| 2.3} 4.3] 2.7 2.3| 2.6} 3.3 1.7
fa,mily benefits in 1972 308 3.‘1 2s1 4@0 2‘5 2e1 207 3-4 1 05
the national income, 1975 3.50 3.7 1.9} 3.8} 2.8} 1.5} 2.4 3.4 1 1.4

(1)

average cost of social protection

ture covered by the Social Budget

ut at the beginning of

this chapter, only a very approximate picture is shown there, with different

positions for the various sectors of the

Chapter III provides as well indications, global but

a comparison at the level of the individual confirmse

’

population covered by social protection.

more sectoral, which

ceefuen

(1) Tables in this section are expressed in terms of Buropean units of accounte

whose corresponding value in the national currenc

IITI C.

ies is given in Appendix
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1. Benefits in kind (éll funotions) per head in units of account

v Table 26

Years B DK D F. IR I L N UK

Benefits 1970 | 89.6| 169.0] 115.4| 116.7 | 49.1| 78.3| 84.7| 98.5} 103.4
in kind 1972 | 125.1] 216.1] 170.7] 154.7 | 70.2 | 103.9 | 109.7 { 155.6 | 131.1
per head | 1975 | 180.2 309.7] 246.4| 233.3 | 130.3 | 181.9 | 146.2 | 264.6 | 181.0

It should be pointed out that these figures refer to the total population,;
and in certain countries a part of the population is not covered under sickness,

invalidity, employment injury and maternity. :

A similar consideration applies to benefits (in cash as well as in kind)

per head under sickness (Table 27).:

Years B DK D F IR I L N UK

Sickness 1970 99.5} 176.1]-153+5| 1254~ 48.2.1. 78.4| 87.0| 129.0| 92.0
benefits 1972 | 140.5]| 219.1] 225.6) 164.4 | 66.7 | 106.5| 114.9 | 189.0 | 116.4

2. 014 age benefits (Table 28)

~ What is referred to here are benefits corfesponding only to the function ;§
of old age — death -~ survival, excluding for certain countries benefits under
the function invalidity considered as performing .the same role as the old age

function, or a complementary role.

These benefits (in units of account) are dqmpared {to the population aged

65 or over.

veefues
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0ld age, death, survival benefits per inhabitant aged 65 or over

Table 28
Years B DK D F IR I L N UK
1970 | 1,258.8 | 1,825.7 | 2,076.8 | 1,456.4 557.4 978.2 | 2,228.3{ 1,935.8| 1,238.7
1972 | 1,640.1 | 2,228.2 | 2,475+2 | 1,815.5 T64.9 | 14346.6 | 2,856.7] 2,577.9} 1,570.6
1975 {2,421.5 | 3,029.7 { 3,305.6 | 2,634.6 | 1,338.4 | 1,768.6 | 3,566.8} 3,731.0} 2,044.8

ceefuen
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3. Family benefits (excludlng maternity benefits) compared to _the population

less than 20 years old, in units of account

Years B K D F IR I L N UK
Femily benefits | 1970 | 266.5| 298.3 | 180.6 | 287.6| 62.i| 101.7] 196.8] 182.1 1 93.1
divided by per—~ | 1972 | 330.9 | 385.8 | 211.9{ 323.6 | J4.0] 109.0 | 242.8 | 247.1 | 104.5
sons under 20 1975 | 424.4 ] 292.7{ 256.2 { 435.0} 163.41 111.6{311.0| 346.5 129.3

oS
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CHAPTER VII

CONCLUDING REMARKS

85. The social policies of the Member Stateé, particularly in the field

of social protection, may often develop differently as a consequence of

the national situation, in which social problems are noi the same everywhere,
nor felt to the same intensity, nor are they necessarily tackled in the

game fashion.

The primary objective of {the BEuropean Social Budget is therefore to

provide a more profound acquaintance with these policies and with their

development, so that the national and community authorities will be able
to promote social progress in line with economic co-operation among the

Member States.

86. Sirice it gives only a partial view of these policies, the first Social
Budget cannot claim to be more than a step towards the realisation of the

above objective.

a. It only covers, in fact, current expenditure on social security,
aid to victims of political evenis or natural catastrophies, and other social
action. A more widely-based policy of social protection would cover, for
example, subsidised housing, vocational training, and even, .in certain

countries, the whole of education.

These policies also imply the provision of social capital: ‘hospitals,

housing schemes, crdches, facilities for the handicapped, etc.).
87. The family policies of the Member Siates cannot be comparéd only by look-

ing at family allowances, without at the same time taking into account tax

allowances for dependants, as for example in Germany or the United Kingdom.

ceefaen


User
Rectangle


- 61 =~

Health policy, too, cannot be judged without considering the cost of
facilities and equipment for the exercise of medicine and prevention, not

included in current expenditure in Denmark and the United Kingdom.

88. It would also seem opportune to mention the question of the economic
incidence of policies of social protection. and their administration, which
affect production, consumption, public finance, the demand for and supply

of labour and its state of health, demographic development, community savings,

and competition.

89. Dbe. The projections in this Social Budget which covered the period
from 1973 10 1975 were established on the assumption of constant legislation,
giving an indication of the situation which.would ocour if no changes occurred
in the existing decisions or orientations determining social protection,

the development being solely the result of natural or economic factors.

In view of the fact that the trend of social legislation has been one of
improvement and extension, any evaluation on the basis of constant legis-
lation (in the present case, this refers to legislation in force at the end
of 1973 and decisions made at that time) constitutes a minimal estimate for
the sectors covered. An example of this can be seen in ﬁhe case of Italy,
where measﬁres taken in 1974 will produce an important divergence from the
projections for 1975, which were based on legislation in force at the end

of 1973. Total benefits will be increased by approximately 28%. 1 The

same consideration would, of course, apply to the other countries.

90. ce Finally, since the projections were developed from assumptions
about earningsvand prices which today can be seen as much lower than in
reality, it is clear that thé 1975 projections in the European Social Budget
should be revised upwards, irrespective of efforts undertaken by the Member :

States to control inflation.

veefoes

(1) Corresponding to an increase of 1,059,306 million lire in the amount
projected for 1975, being made up of an increase of 24% for old age it
pensions and invalidity, 86% for unemployment, and 45% for family benefits.
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The first European Social Budget thus provides a partial picture
taken at one point in time of social protection and its development in
the Membef States. It does, however, bring out the characteristics of
national policies of social protection, and a short resumé of the most
important points mentioned in preceding chapters will now be given. An

attempt will be made to provide an explanation or show the implications.

A. Expenditure

91« It can be seen, firstly, that for all countries except Luxembourg in
- 1973-1975 (T) social expenditure (in curcent  prices) increases faster than
national income. Table 30 below illustrates this trend, already present
for years prviows te = those covered by the Social Budget. It shows the
dynamics inherent in national policies of social protection and their
continued development, whether in the case of the number of persons, the

needs covered, the level of benefits, or the use of services.

Social expenditure and national income (in annual average rates)

Table 30

Social expenditure | B TK D F IR I L N

1970-1972 14.3 | 14.8 | 13.8 | 12.4 | 18.3 | 19.4 | 13.2 | 19.7
1973-1975 11.8 | 13.5 | 11.3 | 13.8 | 23.8 | 15.8 | 10.6 | 16.7
1970=1975 12.8 | 14.0.{ 12.3 | 13.2 | 21.5 | 17.2 | 11.6 | 17.9

13.8
9.8
1143

National income

1970-1972 1.0 | 11,2 | 9.8 | 11.4 | 16,2 | 9.7 | 6.9 | 12.9
1970-1975 11¢5 | 10.4 | 10.0 | 12.2 | 17.8 | 12.1 10.7 | .12.2

1244
9.4
10.6

oo

(1) An explanation of this opposite trend was given in Chapter IV,
paragraph {5 , €ootacte (1) on .36,
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Although in each country the development has been in tune with the
general characteristics énd basic decisions implied in legislation, trends
common to all the couniries can be seen regarding the overall proportion of
. the national income (or of gross national product) devoted to benefits.

In particular, a continuous growth of benefits in kind and sickness henefiis
occurs. The same {rend can be discerned for old age, whereas family
benefits in ocontrast seem either to remain a stable or even a reduced

proportion. See Table 31. '

Benefits as a percentage of the National Income

Table 31
} A b i = P
B DK D F IR 1 L N UK

Benefits (1) . |
in kind 1970 4.2 | 6.8 | 48] 5.3 4.7 5.5 3.2 5.0 6.0
1972 4.71 7.2 ] 5.8| 5.8 5.1 6.3 4.2 6.1 | 6.1
1975 4.9] 8.0 6.2) 6.3| 5.81 7.6 4.0 7.7 6.5

0ld age 1970 8.0 8.7 11.5] 8.5] 5.9! 7.3 | 12.4 | 10.0 | 9.4
1972 8.4 9.2 | 12.0| 8.8] 6.2| 8.8 | 14.2 | 10.6 | 9.8

1975 9e1 ] 949 | 12.5| 9.4 | 6.7 ] 8.6 | 13.3 | 11.7 | 10.0

Family . . A
benefits 1970 39| 3.7 | 2.3 4.3 2.7) 2.3 | 2.6 343 | 1.7
1972 3.81 3.9 2.1 1 4.0 2.51 2.1 2.7 3.4 1.5
1975 3.5 3.7 1.9) 3.8} 2.8]| 1.5| 2.4 3.4] 1.4

(1) Bxcluding 'miscellaneous' benefits.

92, This development is not only the result of demographic changes but
seems to be the expression of policies placing somewhat more importance on

older persons than on families.
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_ Apart from this qualification, a greater effort is put into old age
provisions in Germany, Italy (if it is borne in mind that a large part of
the expenditure on invalidity is déstined for the elderly), Luxembourg, the
Netherlande and the United Kingdom. On the other hand, a particular effort

has been via family benefits in Belgium,vDenmark, France and the Netherlands.

93,  The demographic development over the period 1970 to 1975 is character—
ized by a more rapid increase in, the population aged over 65 than in the
active or the total population. "Certain countiries seem even 10 expect a

reduction in their working population (Table 32).

) Demographic‘develOpment 1970 _to 1975 (in indices)

Table 32

B DK D F IR I L N UK
Tota, 101 102.91 101.8] 105.2 | 106.0 | 102 0 10 0
population 5 : ’ 5.2 . 102,91 105.1 4de1] 101.3
Horiing 101,91 102.9} 99.6} 106.0 ' 81 109.2| 102 00
population . . 9.6 | 10640 | 99.9 | 99.8] 109.2] 102.1| 100.1
Population ' )
or over :

Although the influence of demographic factors is often masked by other
influences on expenditure, it is possible that the above developments tend
t0 increase expenditure, particularly for old age, with the resulting costs

being spread over a relatively smaller number of contributors.
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B)  Receipis
94. In examining receipts, what stands out is the importance of national
decisions on the nature of resources which are not subject to significant

modification during the period 1970 to 1975 (see Table 33).

The countries can be classified into thee groups according to the
importance of State subsidies in total receipts. Their role is small in
France and the Netﬁerlands, larger in Belgium, CGermany, Italy, Luxembourg
and the United Kingﬁom, with the largest part occurring in Ireland and
Denmark. The United Kingdom is between the two \aFk(-?oﬂtwﬂ& .

'
R

Taxes and public subsidies (as a % of total receipts)

Table 33

Taxes and public
subsidies 1970 27.31 8011 21,7 12.81 67.5] 23.7129.9| 11.9{ 38.7

1972 | 29.6{ 81.0| 21,11 12.0] 65.9| 26,1 [ 31.0 | 12.2 | 39.7

1975 2903 8509 2007 1008 65-4 23.4 30.0 12.4 3800

Income from capital plays a negligible part except in Luxembourg, the
Netherlands and the United Kingdom.

95. If contributions from the Siate and local authorities acting as employees,

are brought into the reckoning, this division by groups can still be seen.
It should be noted in this conmection that any Jjudgement on the incidence
of social contributions on the economy should take account of the high
proportion of these contributions which pass through the budgets of the
State and local authorities (see Table 36).
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Receipts from the State and local authorities (as a % of total receipts)

Table 34
B | .DK { D F IR I L N UK
State and
local 1970 | 35.3 | 83.9 | 36.7 | 29.1 | 75.3 | 33.9 | 39.0 | 24.0 } 48.3
authorities 1972 | 36.2 | 84.5 | 35.9 | 28.2 | 73.9 | 35.7 | 40.3 | 24.6| 50.0
1975 | 36.0 | 89.2 | 35.2 | 2641 | 72.2 | 33.9 | 39.8 | 24.0| 49.2

96. Without wishing to take a position, at thie stage, on the different views

on the economic significance of combining itwo types of deductions - social and

fiscal — it may be useful to provide an indication of the burden placed on

enterprises or physical persons by the total of such deductions, in 1970 and

1972. The data relating to tax deductions are for both the State and local

(1)

authorities.

equivalent to this contribution.

Table 35 gives the percentage of the gross national product

Table 35
B DK D F IR I L N UK

1970
1. Tax deductions | 24.6 | 39.8| 23.1 | 22.0] 28.5 | 18.3 | 23.2 | 255 | 32.6
Ze SSBERARAYions
and enterprises 113 2.7 | 12.4 | 13.2 31 11.6 | 10.1 177 T+9
(other than State) :

TOTAL | 35.9 ] 42.5 | 35.5| 35.2] 31. 6| 29.9 | 333 | 43.2] 405
1972
l. Tax deductions 25.0 | 41 3| 23.7 | 2.6 | 28. 6| 18.6 | 26.1| 27.0} 29 &
&r KnkRibytions '
and enterprises 1149 2.7 | 13.6 | 13.6 3.4 | 12.0 10.7 | 18.8 8.2
(other than State) .

0L | 36,9 | 440 | 37.3 | 35.2 | 320| 0.6 | 368 45.8] 372 6,

.l'/"'

(1) Extracted from "Tax Statistics 1973" published by the Statistical Office
of the Communities.
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The preceding table should be interpreted with caution since the
determination of the amount of total deductions in each country requires
a more complete study, as AOes the incidence of this deduction taking
account of its distribution by taxation categories and by the origih of

receipts for social protection.

ITII. At its meeting held on 9 November, 1972, the Council committed itself
to an examination of the work programme for the develdpment of the European
Social Budget, which the Commission had drawn up at its request, and in

particular commitied itself to taking a stance on the proposals made in

Chapter II of that programme.

It would however appear necessary, bearing in mind the lessons
learned during the development of the first Buropean Social Budget, and |
without waiting for the decision of the Council, to undertake further ;
improvements in the BEuropean Social Budget, particularly on the degree of

comparability of its various components and a more complete social as well

as economic analysis.

Some of these tasks follow from the remarks made in several Chapters
(Nos. III, IV, V and VI) or in Section I (paragraphs 85t 87 ) or II
(paragraph Q6 ) as well as from comments made by the national delegations
on the draft European Social Budget. Interest was shown not only on the
methods or solutions adopted by each country to achieve financial balance
in the sectors covered by this Budget, but also on the explanation of
differing developments of expenditure and of its financing in the past or

near future.

Such tasks when completed would further ensure the viability of the

European Socidl Budget and would be welcomed by the Commission.
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