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I ntroduction

The modernisation and preservation of European welfare states is high on the political agenda
in most Member States. As a recent public consultation on the social reality in Europe has
demonstrated (the "Social reality stock-tacking"), European societies attach great importance
and merit to their social models. This is reflected in the dominance of social spending in
government budgets and in a high level of achievement of social objectives. Spending on
health and socia protection amounted to 54% of government primary expenditure in the
EU25 in 2005. Increasing the efficiency and effectiveness of this component of public
expenditure will have a crucial impact on the capacity to maintain the high achievements and
on improving and securing the long term adequacy and fiscal sustainability of the European
welfare systems. Its considerable weight in government budgets also means that small policy
changes can have substantial aggregate effects on the overall performance of public finances.

New challenges and additional pressures on social spending

Reforms of social protection expenditures are well under way in most Member States.
Spending on social protection overal has remained largely stable at around 27% in the last 10
years’. Thereisatrend to replace cash benefits with more spending on benefitsin kind. While
spending on cash benefits fell from 18.4% of GDP in 1995 to 17.6% of GDP in 2005,
spending on health and social services rose from 8.1% of GDP to 9.1% of GDP in the EU-15
during the same period. There has been a shift in the funding in several Member States
towards a broadening of the financing base from labour taxation to other types of taxes®.

In the coming decades, the size and age-structure of Europe’'s population will undergo
dramatic changes due to low fertility rates, continuous increases in life expectancy and the
retirement of the baby-boom generation. Ageing populations will have profound economic,
budgetary and social consequences and will severely impact on social spending, as indicated
by the EPC-EC (2006) projections®. Most of the projected increase in public spending will be

The definition of 'socia spending' adopted in this note includes public expenditure on: (i) old-age and
survivor pensions; 'ii) healthcare, sickness and disability; (iii) family/children; (iv) unemployment; and,
(v) housing and social exclusion according to Eurostat's database ESSPROSS (see also Table 1 in the
statistical annex).

2 See Figure 3.

3 Supporting document to the Joint Report on Socia Protection and Social Inclusion, SEC(2008)91.
European Commission and European Policy Committee (2006), "The impact of ageing on public
expenditure: projections for the EU25 Member States on pensions, health care, long-term care,
education and unemployment transfers (2004-2050)", European Economy, Special Report n. 1/2006.
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on pensions, health care and long-term care, becoming apparent as soon as of 2010 and with
the largest increases in spending projected to take place between 2020 and 2030 (see Figures
4 and 5 in the Statistical Annex). The EPC-EC projections also indicate considerable potential
for reforms, in particular aimed at increasing the retirement age and boosting labour market
participation rates of women and older workers.

Over and above ageing populations, additional pressure is being put on socia spending by
changing life and work patterns, low productivity growth in the public sector, high demand
elasticity for public services and potential demands for insurance of new risks in an
environment of rapid technological change and increasing globalisation. Moreover,
increasingly mobile tax bases in an integrating world, along with the disincentive effects
associated with current high levels of taxation on the less mobile tax bases (labour), is making
it more difficult to finance socia spending.

Reaping the benefits of increased international specialisation and technological progress
requires a high degree of flexibility if European economies are to move easily and
consistently into new and more competitive activities. Welfare states are expected to provide
appropriate social safety nets to better withstand the costs of adjustment and to facilitate the
(re-)training and reallocation of workers across sectors and help to absorb external shocks. As
maintaining such safety nets imposes a significant burden on the whole of society, social
spending should be as efficient as possible, not least to maintain the currently high levels of
political support to solidarity across European societies. It should also focus on the real needs
of society, which may be difficult if existing safety nets are no longer suited to the challenges
ahead. In particular, care must be taken to ensure that social safety nets do not hold back or
even prevent the necessary flexibility, while at the same time providing support to those most
concerned, which is the first expression of the European commitment to solidarity in an
increasingly globalised world and ageing societies. Appropriate social policies that will help
to manage the challenges in this changing environment can also help to avoid political-
economy constellations that may result in social conflict, resistance to change, isolationism
and slower technology adoption.

The correlation between social expenditure and the reduction of income poverty and social
exclusion has been established in empirical studies, which indicate that countries with high
socia spending tend to reduce poverty more effectively. The welfare effort is more closely
correlated with the reduction of poverty rates than with the level of poverty as such. However,
there is a wide variation in the relationship between social expenditure and reduction of
poverty. Countries with similar levels of social expenditure achieve different levels of poverty
reduction, which means that the characteristics of the national welfare arrangements play a
significant role in poverty reduction and that in some countries there is room for enhancing
efficiency and effectiveness of social policies. This conjecture is supported by recent
empirical evidence showing sizeable differences from country to country in the effectiveness
of social spending in reducing income inequality. There is also divergence in the level of
maturity of social protection systems across the EU, with some countries still needing to
improve their overall coverage of different risks.

The challenges ahead require policy responses that exploit synergies.. Policies aimed at
boosting potential growth help to ensure that public finances evolve on a stable footing.
Ensuring access for al citizens to e.g. education and certain public services and markets, can
have positive economic implications. A specific issue may arise regarding the consistency of
the broad goals of growth and employment with fair distribution and equity outcomes. An
unsettled debate among scholars and policy makers focuses on whether the price of
accelerating the growth potential is more unequal distribution of income. No clear-cut answer
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exists for such question, results being largely driven by the specific institutional context and
policy framework.

To avoid possible trade-offs, it is essential that policies are carefully designed to minimise
distortions and disincentive effects, so as to make social systems more supportive to growth
and employment and achieve policy goals more effectively. A cross-cutting policy approach
can be the right response to overcome such trade-offs. It also needs to be stressed that any
trade-offs between growth and distribution may be only temporary, resulting notably from the
costs associated with labour relocation across sector and regions. In these cases, temporary,
targeted, incentive-compatible distribution schemes and enabling services may ease the
hardship of labour relocation notably resulting from trade shocks or skill-biased technol ogical
change. Growth also tends to benefit primarily to those that are most directly involved in
economic activity.

Growth and fairness can be consistent goals. Policies aimed at reducing long-term
unemployment can increase the contribution of labour inputs to growth, while potentialy
reducing inequality. Policies targeted at improving the stock of human capital, provided they
are designed to enhance the skills of the least-skilled workers, tend to boost the economy’s
production potential while reducing income disparities. Financial market development and
integration support growth and could reduce inequality by easing credit constraints, which
tend to be felt primarily among low-income households.

In some cases, possible tensions between growth and adjustment-friendly policies and the
objective of a balanced income distribution may occur. However, due consideration needs to
be given to elements that may reduce this trade-off or even lead to synergies. First, a
satisfactory growth performance is a necessary pre-requisite for generating the resources
needed to maintain the comparatively rich social security systems that characterise European
economies. Second, the possible increase in market-income inequality associated with a
number of labour market reforms can be aleviated by incentive-compatible schemes to
reduce displacement costs and by properly concelved active labour market policies and
enabling social services enhancing the effective participation of those who can work on the
labour market. Third, the effects of social security and labour market reforms on income
inequality will to some extent depend on the efficiency of domestic institutions.

Rising inequality merits an appropriate policy response so as to prevent it acting as a
deterrent to further progress towards growth, adjustment and sustainability. The Lisbon
Strategy for Growth and Jobs forms the backbone of Europe's efforts to respond to the
challenges we are facing. At its core are reforms of product, capital and labour markets, while
promoting social cohesion under the Open Method of Coordination (OMC) for socidl
protection and social inclusion. Since the review of the Lisbon Strategy in spring 2005 and the
streamlining of the OMC in 2006, there has been closer interaction between Europe's policies
on social protection and socia inclusion and on growth and employment.

The level and composition of social expenditure

The level and composition of social expenditure vary considerably among Member States
(see Figure 2 and Table 1 in the Statistical Annex). The differences can be attributed to
various reasons, in particular the different demographic situations, the level of overall socio-
economic development, the exposure of the country to external shocks, and the maturity of
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the social protection systems. However, they also reflect the different emphasis Member
States respective social models put on the various components of socia spending.”

Member States devote most resources to pensions, but their level and relative importance
differ substantially. Some spend between 50% (Greece, Luxembourg and Malta) and 60%
(Italy and Poland) on pensions. The concentration of social expenditure on the older
population in these countries is likely to be even more pronounced given that some benefits
that are classified under unemployment or disability benefits are typically payments that
facilitate the transition to (early) retirement. Health care (including sickness and disability) is
the second largest component after pension spending (about 36% of total social benefits and
9.5% of GDP in EU25; hedth care without disability: 7.5% of GDP), but there is less
variance among Member States. Unemployment and support for families and children are
quantitatively less important, but show substantial variance.

On average, socia spending as a share of GDP increased dlightly from 1995 to 2005 (see
Table 2 in the Statistica Annex). The growth has been most pronounced in health care
spending indicating particular spending pressures in this field. Pension spending has also
increased, but less markedly. Reductions have been recorded on average on unemployment
spending, largely due to the improved functioning of the labour market.

Issues related to the measurement of efficiency of social spending

The relationship between spending and outcomes is at the heart of the measurement of the
efficiency of social spending. It poses the questions of how the differences in this relationship
can be measured, how they are related, and how they can be explored for better policy-
making.

Measuring public sector efficiency is adifficult empirical issue and the literature, particularly
when it comes to aggregate and international data, is still scarce. Similarly, measuring the
efficiency of social spending at the aggregate level poses important conceptual and data
challenges. The availability of suitable socia and hedth indicators for doing proper
comparison of the efficiency and effectiveness of social programmes across countries is still
limited and there is no methodological consensus on how to measure and compare
aggregate social spending. Thisissue certainly deserves further consideration.

Recently, progress has been made in this regard, by shifting the focus of analysis from the
resources used to the services delivered or outcomes achieved. But a greater effort is needed
to monitor and evaluate social and health policies. Appropriate indicators for measuring the
achievement of social policy objectives have been agreed at European level under the Open
Method of Co-ordination in the field of social protection and social inclusion. Using some
of these indicators reveals a large variance among Member States in terms of policy
outcomes.’

The definition of social spending adopted in this note isin line with the classification of social spending
categories used for the internationally comparable data of EUROSTAT and the OECD. See Table 1 in
the statistical annex for details.

The Report on Indicators in the field of poverty and social inclusion endorsed by the Laeken European
Council in 2001 comprised 18 common indicators to guide the open method of coordination in the area
of social inclusion. A revised list of 14 indicators to measure the achievement of social policy
objectives was adopted in 2006 for the overarching objectives of the streamlined social protection and
social inclusion process, together with a revised Laeken portfolio. These indicators cover the three
strands of the social OMC — including pensions and health care — while the original Laeken portfolio
only covered social inclusion. A detailed analysis of policy outcomes is presented in the Supporting
Document to the 2006 and 2007 Joint Report on Social Protection and Social Inclusion:
http://ec.europa.eu/employment_social/spsi/docs/social_inclusion/2006/sec2006 523 en.pdf.
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Main features of efficient social policies

Policy makers have different instruments at their disposal to increase the efficiency of
social spending: they can affect the level, composition, structural design of socia policies,
and the institutional framework (public and private actors involved, role of different levels of
government, etc.). But they also face technological, economic, and institutional constraints,
including the cost pressures arising from the relative low labour productivity growth in the
service sectors, the adverse incentive effects generated by social policies, the consequences of
ageing and the peculiarities of Member States' various social models. Political constraints, e.g.
resistance from vested interests, are also relevant and can be stumbling blocks in the process
of enhancing the efficiency of social spending.

Given the policy objectives, the constraints and the available instruments, general guidance
on efficient social spending policy, as suggested by available empirical evidence, can be
sketched as follows:

Social insurance programme parameters should be chosen to ensure protection while limiting
serious distortion of economic incentives. Social insurance programmes aim at protecting
individuals against spells of unemployment and undesirably low levels of consumption during
old age, when people can be faced with large medical bills. On the other hand, they may, if
not properly designed, distort incentives and cause inefficient use of resources: low saving,
unproductively long job search, early retirement and excessive consumption of medical care.

Social policies focussing on the poorest and most vulnerable will reach citizens with low
consumption levels, where the utility of increased consumption is particularly high. On the
other hand, poorly designed schemes may create disincentives for low-income groups to
taking up work or working more, and take-up rates can be low, due to administrative
complexity and stigma effects.

Social policies should support high employment levels. In this way, the tax base is broadened
and the individual tax burden for financing social spending, and in particular the associated
negative impact (excessive burden) of high taxation, can be reduced. Moreover, fewer people
are in need of support through the public transfer system. This relates to all policies that can
increase participation rates (e.g. family policies, jobs for young people, policies that
encourage older workers to stay in the labour market) and reduce unemployment, which is
one of the prime reasons for poverty and social exclusion and makes insufficient use of a
factor of production with associated loss of output.

Policies that foster human capital formation are of the outmost importance for enhancing
efficiency. Education and training are key factors in reducing the probability that individuals
will require public assistance. The provision of good quality education will enable people to
better seize new job opportunities in a changing economic environment. Poverty risks, long-
term unemployment and social inclusion are closely tied to individual education and acquired
skills. Providing good quality education is an important complement to social policy because
education reduces the probability that individuals will become unemployed and require social
assistance, and it increases people's ability of seizing new job opportunities. To the extent that
better education results in higher employment levels and higher productivity levels, it can also
help to aleviate the financing pressures on socia protection systems. Finaly, appropriate
educational policies can help to reduce the risk of low social mobility and of poverty and
social exclusion being passed on from parents to their children.

The modernisation of public administration can play an important role in delivering better
services, achieving better value for money and keeping government expenditure in check.
Initiatives geared to performance orientation of public budgets, re-organisation of public
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administrations, reforms in human resource management and improved use of ICT tools will
help to boost the efficiency and effectiveness of public spending.

Which Directions for efficiency-enhancing reforms?

While there is no “one-size-fits-al” approach across Europe to enhancing the efficiency and
effectiveness of socia spending, there are common challenges and there is a common need to
act. Over the last decade Member States have undertaken reforms of their social security and
health programmes in response to social and demographic challenges and fiscal consolidation
pressures. However, there are till significant shortcomings with respect to complex social
problems and new emerging challenges.

Building on recent achievements and ongoing reform programmes, recent experience can
provide useful lessons for forging a more pro-poor and pro-efficiency pattern of outlays.
Stepsin thisdirection might include:

Reconsidering the nature of social objectives and how to achieve them. The policy discussion
is now focussing on how to foster equal opportunities for all people (to start well in life and
make the most of the chances offered), while guaranteeing access and solidarity”.

Redirecting rather than increasing public expenditure. Although some countries with social
protection systems that did not reach maturity may need to expand their financial and human
resources to ensure adequate coverage of risks for the whole population, increased spending
in itself will not necessarily improve the quality of social services. Taking into account the
size of the public sector in many European countries, striving for a fair and inclusive society
does not necessarily mean higher taxes and higher public spending, but rather smarter taxes
and more effective spending. Shifting focus and increasing spending on priority areas will,
however, not be possible without proper evaluation and prioritisation and policy measures
that cut back spending in other areas.

When reforming social schemes, a comprehensive approach is needed. Changes to pension
systems, unemployment insurance and disability schemes should be implemented in parallel,
by tightening up the eligibility criteria, revising of the incentive structure for access to social
benefits and by redirecting resources towards retraining and rehabilitation. Access should be
limited to those who genuinely qualify, in order to avoid these schemes becoming alternative
pathways to early retirement, which would lead to a permanent exit from the labour market.

Focussing on active inclusion. In the past, many policies (such as unemployment transfers
and early retirement schemes) have subsidized inactivity, and involved little or no
requirement to actively seek and accept jobs (or requirements were not enforced). To enhance
efficiency, labour market institutions and social policies need to provide appropriate
incentives for inactive persons to work and to participate in education and training as well as
enabling services (e.g. child care) that allow effective participation in the labour market.
Social protection needs to be targeted on people facing particular difficulties in finding ajob,
with aview to equality of opportunities.

Encouraging people to work longer and be more active in order to cope with the social,
economic, fiscal and other challenges posed by ageing populations. This requires a coherent
set of policy measures providing appropriate financia incentives for people to work beyond
current actual retirement ages in most Member States. Continuing reform of public pension
systems to place them on an actuarially sound footing is key, notably in countries which are

As stressed by the recent Commission Communication " Opportunities, access and solidarity: Towards
anew social vision for 21st century Europe”, November 2007, COMM (2007)726 final.
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late in the process of reform. Remaining financial incentives for early retirement should be
withdrawn or scaled back significantly. Reforms would give governments greater flexibility
and financial resources to respond to new emerging social issues, otherwise thereisareal risk
that retirement pensions will crowd out alternative forms of expenditures with a higher social
priority. Reforms need also to ensure intergenerational equity, so there is a balance of burden-
sharing between generations. Policies to improve the employability of workers as they age,
e.g. lifelong learning, promotion of occupationa health and other activities of maintaining
work ability, as well as targeted labour market measures, supported by the opening up of
labour markets to older workers, including positive employers attitudes and more flexible
working arrangements, will be needed to complement changes to social security systems.

“Making work pay” with appropriate incentives, so that tax/benefit systems do not hinder
labour market dynamics and actually help facilitate structural change. Given the high rate of
job creation and job destruction that characterises a growing economy, having social
protection policies and labour market institutions that prevent this happening would impede
structural change and economic growth. Along the lines of the flexicurity approach, the use of
unemployment benefits and employment protection legislation needs to be rebalanced to
reflect new risks and realities on the labour market. Shifting the focus from providing
protection or job security (with employment protection) to providing security in the market
place (with appropriate unemployment benefits and activation policies) will facilitate job-to-
job mobility. This is particularly important in a world characterised by the gradual
disappearance of life-long jobs and an increasing need for mobility. Unemployment benefit
reforms should also aim at enhancing their capacity to act as automatic stabilisers. The need
to enhance the capacity of tax and benefit system to favour the adjustment, in particular in
case of country-specific shocks, is enhanced in the institutional setting of the economic and
monetary union.

Pursuing further the ongoing efforts to improve the cost-effectiveness and long-term financial
sustainability of health care while ensuring access for all to adequate healthcare services and
improving health outcomes. Choices need to be made about the best ways to use health
expenditures. They require better understanding of the relative cost effectiveness of different
medical treatments, preventative programmes and technologies, and of where some cost-
sharing, by patients who can afford to pay, is appropriate. To help governments, providers and
patients make the best decisions, programme eval uation and assessment need to be improved.

Evaluate and screen regularly the efficiency and effectiveness of social policies, with a strong
emphasis on value for money and an output-oriented approach. There is a general need for
developing a stronger "evaluation culture”, to help assess what policies are or are not
working, and to have a more objective basis for reprioritising funding from areas where
provisions has become less justifiable towards areas of more pressing need. Consistent
performance indicators are needed, and greater attention should be focused on measuring
policy outcomes, instead of the current focus on the measurement of resources deployed. Both
qualitative and quantitative performance measurement (including user satisfaction) should be
introduced to measure regularly the performance of public socia services.

Conclusions

Confronted with globalisation and the ageing of our populations, Europe can and should do
better in order to move towards higher productivity and employment without necessarily
compromising on the social dimension. All Member States will face increased demand for social
services and challenges in financing them. In the face of these challenges, making welfare
systems more efficient, notably by boosting incentives, making public policies in the social
field more effective, and prioritising of welfare programmes, are key elements in addressing
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the potential imbalance between revenue requirements and growing pressures on social
spending. This is a necessary condition in terms of maintaining and further developing high
levels of socia protection. As stressed in the Commission’'s contribution to the Hampton
Court Meeting of Heads of State and Government in 2005, " Europe must modernise to ensure
continued high quality education and health care, satisfactory jobs for all and adequate pensions.
Modernisation will give the confidence to reap the benefits of globalisation.”

Provided the right incentive and supporting structures are in place, it is possible to have
economic dynamism while maintaining comprehensive social protection systems. The trade-
off between efficiency and long-term financial sustainability of welfare systems and equality
is not inevitable. On the contrary, as the experience of a number of Member States shows,
well designed social protection schemes can contribute to growth and competitiveness.®
However, reconciling efficiency and socia justice requires bold political decisions and
resolute action on activating and forward-looking reforms, which contribute to employment
and growth and lay the foundations for the long-term viability of social protection models.

For instance, reforms of unemployment benefit systems, in-work benefits and activation measures and
of pension systems in several EU Member States have contributed to employment growth and hence to
economic growth, see section 5.2of the note for the informal ECOFIN of 4-5 April 2008, " Efficiency
and Effectiveness of Socia Spending: Achievements and challenges', 11/03/08, ECFIN/E3
(2007)/REP/51455, Brussels, 11/03/08.
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STATISTICAL ANNEX

Figure 1. The composition of public spending (all gover nment) in the EU 25, 2005
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Figure 2. Government expenditure on health and social protection as % of total
gover nment expenditure, 2005
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Figure 3: Expenditureson social protection benefits since 1990 in EU (% of GDP)
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Table 1: Total social expenditure and composition of social expenditure (2005)*

Social Social Old age and Healthcare, Housing and

: 9 i 10 9 sickness and Family/Children Unemployment Social

expenditure benefits survivors . o -
disability exclusion

% of % of % of % of % of % of % of % of % of % of
% of GDP GDP TSB GDP TSB GDP TSB GDP TSB GDP TSB
EU27 27.2 26.2 12.0 45.8 9.6 36.6 21 8.0 16 6.1 0.9 34
EU25 27.4 26.3 121 46.0 9.6 36.5 21 8.0 1.6 6.1 0.9 34
EA13 27.8 26.6 12.3 46.2 9.5 35.7 2.2 8.3 1.8 6.8 0.8 3.0
BE 29.7 28.3 12.7 44.9 9.6 33.9 2.0 7.1 35 12.4 0.5 1.8
BG 16.1 155 7.9 51.0 5.8 37.4 11 7.1 0.3 1.9 0.4 2.6
cz 19.1 18.5 7.9 42.7 8.0 43.2 14 7.6 0.7 3.8 0.6 3.2
DK 30.1 29.3 11.0 375 10.3 35.2 3.8 13.0 25 8.5 1.7 5.8
DE 29.4 28.4 12.4 43.7 10.0 35.2 3.2 11.3 21 7.4 0.8 2.8
EE 125 12.3 5.4 43.9 5.1 415 15 12.2 0.2 1.6 0.1 0.8

It is important to note that social expenditure and socia benefits presented here are recorded gross,
without deduction of taxes and other compulsory levies payable on benefit income; fiscal advantages
granted to households as part of socia protection are excluded. If these were taken into account the
ranking of countries would be affected. The impact of gross social protection spending is especialy
significant in the Nordic Countries, AT and the NL, where the net social expenditure in GDP would be
2 to 4 percentage points lower than the gross figure.

10 The difference between socia benefits and social expenditure are administrative costs.
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IE 18.2 17.0 45 26.5 7.8 45.9 25 14.7 1.3 7.6 0.9 5.3
GR 24.2 235 12.0 51.1 7.7 32.8 15 6.4 1.2 5.1 1.1 4.7
ES 20.8 20.3 8.4 41.4 7.9 38.9 11 5.4 25 12.3 0.4 2.0
FR 315 29.6 13.0 43.9 10.6 35.8 25 8.4 2.2 7.4 1.3 4.4
IT 26.4 25.5 15.5 60.8 8.3 325 1.1 4.3 0.5 2.0 0.1 0.4
cY 18.2 17.9 8.3 46.4 5.2 29.1 21 11.7 1.0 5.6 1.2 6.7
LV 12.4 11.9 5.7 47.9 4.2 35.3 1.3 10.9 0.5 4.2 0.2 1.7
LT 13.2 12.8 6.0 46.9 5.2 40.6 1.2 9.4 0.2 1.6 0.2 1.6
LU 21.9 21.4 7.9 36.9 8.3 38.8 3.6 16.8 11 5.1 0.6 2.8
HU 21.9 21.4 9.1 425 8.5 39.7 25 11.7 0.6 2.8 0.7 3.3
MT 18.3 18.1 9.5 52.5 6.0 33.1 0.9 5.0 1.3 7.2 0.4 2.2
NL 28.2 26.3 11.1 42.2 10.7 40.7 1.3 4.9 15 5.7 1.6 6.1
AT 28.8 27.8 135 48.6 9.3 33.5 3.0 10.8 1.6 5.8 0.4 1.4
PL 19.6 19.2 11.5 59.9 5.8 30.2 0.8 4.2 0.6 3.1 0.5 2.6
PT 247 23 10.9 47.4 9.4 40.9 1.2 5.2 1.3 5.7 0.2 0.9
RO 14.2 13.9 5.7 41.0 6.0 43.2 1.4 10.1 0.4 2.9 0.3 2.2
Sl 23.4 22.9 10.2 445 9.4 41.0 2.0 8.7 0.7 3.1 0.7 3.1
SK 16.9 16.4 7.0 427 6.3 38.4 1.9 11.6 0.7 4.3 0.5 3.0
FI 26.7 25.9 9.6 37.1 10.0 38.6 3.0 11.6 2.4 9.3 0.8 3.1
SE 32.0 30.9 12.5 40.5 12.3 39.8 3.0 9.7 1.9 6.1 1.2 3.9
UK 26.8 26.3 11.8 44.9 10.5 39.9 17 6.5 0.7 2.7 1.7 6.5
Sour ce: Eurostat — ESSPROS
* PT data are for 2004
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Table 2: Total social benefitsand its composition (in % of GDP) 1995, 2000 and 2005*

Evolution of social protection benefits and its components, %GDP

Total social Healthcare, . .
) Old age and ) Family and Housing and
protection f Sickness and Unemployment ) . .
. survivors . . children social inclusion
benefits disability

1995(2000( 2005 | 1995| 2000 2005 [ 1995( 2000 2005|| 1995|2000 2005 || 1995|2000 2005| 1995 2000 2005
BE 25.9] 25 | 28.3||11.1}| 11 | 127 84 ( 84 96 34| 29| 35 23| 22 2 0.7] 05| 05

BG na na | 15.5 na na | 7.9 na na | 58 na na | 0.3 na na | 1.1 na na | 0.4
cz 169|189 185(|| 6.7 ] 82 [ 7.9 75 | 7.8 8 04 | 07 ] 0.7 2 16 | 1.4 0.2] 06| 06
DK 31 [ 28.129.3]|11.7]10.7 | 11 8.8 9 ]103]|] 4.6 3 25 38| 37| 3.8 21| 17| 17
DE 27.1)28.2]28.4||11.6] 12 | 12.4(] 10.3| 10.2| 10 241 24 ] 21 2 3 3.2 0.8] 07| 08
EE na | 13.8( 12.3 na | 6.2 | 54 na | 53] 5.1 na | 02 ] 0.2 na 16 | 1.5 na | 04| 0.1
IE 14.21 134 17 3.7]1 34 ] 45 58 [ 6.2] 78 221 13]13 171 18| 25 0.7] 0.7 ] 09

GR 19.2| 22.7 | 23.5 10 | 11.3| 12 50 (71 77 09| 14] 12 171 17 ] 15 07112 11
ES 2091198 20.3|| 9.2 89 | 84 7574179 34 23] 25 0.4 1 1.1 03]03]| 04
FR 28.7)27.7]29.6|| 12.5] 123 | 13 9.8 | 9.6 ] 10.6 2.3 2 2.2 29 25| 25 1.3]113] 13

IT 23.2123.8]25.5]|14.7] 15 | 155 7 7.4 1] 83 07] 04 1] 05 071 09 ] 11 0 0 0.1
CcY na | 146 | 17.9 na 711 83 na 45| 5.2 na 11 1 na 0.9 2.1 na 1 1.2
LV na | 149 | 11.9 na 85 | 57 na 4.1 | 4.2 na 06 ] 05 na 15 1.3 na 0.2 | 0.2
IT na | 154 | 12.8 na 7.3 6 na 59 ] 52 na 03] 0.2 na 14 ] 1.2 na 0.5 | 0.2
LU 20 | 188 21.4 9 751 79 75| 7.3 | 83 06| 06 ] 11 26| 31 ] 3.6 0.2] 03] 06
HU na | 189 | 21.4 na 78 | 91 na 711 85 na 08 ] 0.6 na 2.5 2.5 na 0.7 | 0.7

MT 155] 16.2| 18.1 791 84 | 95 45 | 5.1 6 0.8 1 1.3 18| 13| 0.9 04104 | 04
NL 289 24.7| 26.3 11 | 105( 111 || 11.9( 10.2] 10.7 29| 13 ] 15 13| 11| 13 191171 16
AT 279|272 27.8]| 13.1]13.2| 135 9.7 1 94| 93 16| 1.3 ] 16 311 29 3 04]103]( 04

PL na | 19.1] 19.2 na | 106|115 na [ 6.4 ] 58 na 09 ] 06 na 1 0.8 na | 0.3 ] 05
PT 19.1| 194 | 23 7.8 ] 8.7 | 109 921 87| 94 1 07113 1 1 1.2 0.1]1 03| 02
RO na | 12.9] 13.9 na | 6.3 ] 57 na [ 4.3 6 na 1 0.4 na 13| 1.4 na 0 0.3
Si na 24 | 22.9 na | 10.8] 10.2 na [ 9.5] 94 na 1 0.7 na 2.2 2 na | 04 ] 07
SK 17.81 18.7| 16.4|| 6.8 7 7 7.1 8 6.3 06| 09 ] 0.7 25| 17| 1.9 0.8] 12| 05
Fl 30.6 | 24.3| 25.9 10 | 8.7 | 9.6 11 | 9.2 | 10 44 |1 25 ] 24 4.1 3 3 1.1] 08| 08

SE 33.8(30.1(30.9](12.7]119(| 125|115 12 123 361 21 ] 19 38| 28 3 21113 ] 12
UK 26.8|259(26.3]| 11.6]12.7 | 11.8 94 ] 9.1 105 15| 08 ] 0.7 24| 18| 1.7 2 1.7 | 1.7
EU-15]26.5] 25.8( 26.7 || 11.9] 12 | 12.2 94 ] 9.1] 98 22 116 | 17 21| 21| 22 1 0.9 [ 09
EU-27 1 na na | 26.2 na na 12 na na | 9.6 na na | 16 na na | 2.1 na na | 0.9

Sour ce: Eurostat-ESSPROS.* 2005 data for Portugal refer to 2004.
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Figures 4 and 5. Age-related spending as a % of GDP in the EU Member States, 2004,

2030 and 2050
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