





tection system, and in particular on the unemployment
compensation system.

It is interesting to observe that the increase in benefit
expenditure is not limited to unemployment benefits,
although it is true that these benefits show more accen-
tuated fluctuations.

Graph 3:
Unemploy ment and other benefit expenditure as a % of
GDP in the EU, 1980 - 1993
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The analysis in the following paragraphs will concentrate
on the last phase of the cycle, that is the period covering
the years from 1989 to 1993.

Unemployment benefits were the fastest growing
category between 1989 and 1993

Between 1989 and 1993, itis the unemployment function
(including promotion of employment benefits) which
showed the highest growth among all functions. Alt-
hough unemployment benefits represented only 6.6% of
total benefit expenditure in 1989, their growth accounted
for about a quarter of the increase recorded in total social
protection benefits as a percentage of GDP. In 1993,
unemployment and promotion of employment benefits
took a higher share of social protection benefits than in
any year since 1986: 8.4%. In Spain, Denmark and in
the new German Lander this share was much higher
(21.1%, 18.9% and 17.3% respectively).

Unemployment and promotion of employment benefits
per head of population grew the most in Portugal (+278%
in real terms), followed by Greece, Spain and Luxem-
bourg (with growth rates above 60%), Denmark, ltaly
and the United Kingdom (with growth rates around 50%,).
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The rise in unemployment recorded in the early 1990s is
not the only explanation of the rapid growth of unemploy-
ment compensation expenditure. Other factors play a
role, such as changes in the structure of unemployment
and the characteristics of the benefits. Large inflows into
unemployment, often of workers with long employment
records, result in an increased proportion of recipients
eligible for high benefits, and as a consequence in a
higher average benefit per unemployed person. In Por-
tugal, the exceptional rise in expenditure is mainly due
to more generous benefits and an extended coverage of
the system.

Old age and survivors benefits saw their share in
total benefits decrease

In the EU, old age and survivors benefits still take the
largest share of benefit expenditure, even if their relative
weight decreased from 45.7% in 1989 to 44.7% in 1993.
Only in ltaly, Belgium and the Netherlands did the rela-
tive importance of the old age and survivors functions
increase further. In ltaly, in 1993, they represented
62.8% of total benefits.

Also, in nearly all Member States the increase of benefits
per head for the old age/survivors functions was equal
to or lower than the rise for all functions taken together.
Again, Portugal recorded the fastest growth of real be-
nefits per capita (+46.4%).

Many Member States, faced with an ageing population,
the reduction of the work-force paying contributions and
increasing government budget problems, have recently
introduced changes in their pension systems in order to
contain growth in expenditure. Major reforms have been
undertaken in Germany, Greece, France and ltaly. In
general, the changes did not affect the acquired rights of
older workers and will take effect progressively. As a
result, their impact on social protection expenditure will
only be felt in the future.



Table 1: Growth of benefits per head in real terms (%), 1989-1993

Soul :/itgfs MFa;:ir:;ty U:reng:Z):]z?t Sickness O:Z:;Ial(tjig)r,\al Mls}::IlIJ::;gous Total
Employment accidents

Belgium 12.7 -0.9 141 10.5 3.7 31.2 10.4
Denmark 7.2 13.6 51.2 2.6 14.7 33.7 15.7
Germany* 19 19 36.3 7.0 8.9 -6.1 59
Greece -3.8 -27.4 82.7 42.8 -17.7 24.4 18
Spain 215 26.3 64.4 26.2 20.3 4.1 29.5
France 101 3.4 45.5 12.5 0.7 32.7 12.4
ireland 126 227 41.1 29.7 24.8 17.9 24.2
Italy 22.4 -17.0 50.9 11.4 9.6 -20.6 17.0
Luxembourg 23.8 47.8 62.9 26.9 16.2 -51.0 25.6
Netherlands 14.0 -3.5 10.1 15.0 9.6 -9.4 10.7
Portugal 46.4 8.8 277.8 53.2 245 257 47.3
United Kingdom 215 31.8 50.9 17.2 27.4 59.4 26.9
EUR12* 13.1 8.7 45.1 14.5 12.7 27.8 15.8
Source: Eurostat - ESSPROS

Table 2: Structure of social benefit expenditure by function (%) - 1993 %

scil:/:/g?s Mff;:::'y‘y UQETJ:%?Z"‘ Sickness OC'Z::!iﬁynau Mis::::;negous Total
Employment accidents

Belgium 45.3 7.9 11.6 229 10.9 1.4 100
Denmark 34.0 11.8 18.9 18.8 9.3 7.2 100
Germany* 411 7.7 7.6 27.9 12.2 3.4 100
Germany** 40.8 8.0 9.4 26.8 11.7 3.3 100
Greece 66.2 1.1 34 14.8 9.8 47 100
Spain 40.4 1.8 21.1 25.2 9.9 1.5 100
France 43.6 9.5 8.3 26.4 7.6 4.6 100
Ireland 28.1 12.7 171 29.7 7.4 5.1 100
ltaly 62.8 38 22 22.2 9.0 0.0 100
Luxembourg 46.8 12.6 1.0 24.8 14.5 0.3 100
Netherlands 37.1 5.4 9.2 22.2 22.4 3.8 100
Portugal 40.6 54 6.5 30.7 13.8 2.9 100
United Kingdom 41.3 11.4 7.3 19.2 12.1 8.6 100
EUR12* 44.7 7.6 8.4 24.4 11.0 3.8 100
EUR12* 443 7.7 8.9 243 10.9 3.7 100

Source: Eurostat - ESSPROS

excluding the new German Lénder
“* including the new German Léander



Table 3: Receipts of social protection by type (%) - 1989

Contributions in respect of employees
Government Total Employers’ Employers’ Employee Self empl. Other pers Other Total
contributions actual imputed [ contributions { contributions | contributions | income
contributions | contributions
Belgium 25.8 61.4 31.6 9.3 20.5 3.4 0.7 8.7 100
Denmark 79.8 13.6 24 6.4 4.8 0.0 0.0 6.7 100
Germany* 25.1 62.9 259 15.0 22.0 1.2 7.4 3.5 100
Greece 19.2 76.3 28.8 21.6 25.9 0.0 0.0 4.5 100
Spain 27.7 61.7 42.9 9.9 8.9 5.0 3.2 2.3 100
France 17.3 745 42.3 9.8 22.4 5.1 0.9 2.4 100
Ireland 59.9 379 15.8 8.0 141 1.1 0.0 1.1 100
italy 294 62.6 37.6 14.8 10.2 4.7 0.0 3.3 100
Luxembourg 37.8 52.3 24.0 8.8 19.5 2.6 0.6 6.7 100
Netherlands 18.8 55.9 25.1 5.6 25.2 21 6.9 16.4 100
Portugal 28.8 64.8 36.8 8.8 19.2 1.9 0.1 4.3 100
United Kingdom 37.6 44.5 21.2 7.2 16.1 0.8 0.4 16.7 100
EUR12* 27.7 60.5 309 11.2 18.4 2.8 2.8 6.3 100
Source: Eurostat - ESSPROS
Table 4: Receipts of social protection by type (%) - 1993 (=]
Contributions in respect of employees
Government Total Employers’ | Employers' | Employees' Se * empl. Other pers Other Total
contributions actual imputed contributions | csritributions | contributions | income
contributions | contributions

Belgium 21.0 66.3 32.7 8.8 248 1.6 1.0 10.1 100
Denmark 81.2 11.9 2.2 4.6 51 0.0 0.0 6.9 100
Germany* 26.1 61.9 25.8 14.2 219 11 7.4 3.5 100
Germany** 27.4 60.4 257 12.7 22.0 1.0 79 3.3 100
Greece 17.6 74.5 276 19.3 27.7 0.0 0.0 7.9 100
Spain 28.9 60.4 39.9 12.5 8.0 4.4 4.2 2.2 100
France 19.6 72.2 40.2 9.6 22.4 4.9 0.8 2.5 100
Ireland 60.7 371 15.4 7.7 14.0 1.3 0.0 0.9 100
Italy 30.1 59.4 34.0 151 10.2 6.8 0.0 3.7 100
Luxembourg 41.0 50.7 253 7.0 18.4 2.7 0.5 7.2 100
Netherlands 21.9 52.9 14.9 53 32.7 1.6 79 15.8 100
Portugal 37.2 52.4 35.8 4.5 121 15 0.1 8.8 100
United Kingdom 439 40.6 18.9 7.2 145 0.7 0.4 14.4 100
EUR12* 29.6 58.1 28.7 1.1 18.3 2.9 3.0 6.2 100
EUR 12** 29.9 57.9 28.5 10.8 18.6 2.8 3.5 59 100

*

excluding the new German Lander
** including the new German Lénder

Note: Employee contributions for DK and GR include contributions by self-employed and “other" persons.
Source: Eurostat - ESSPROS



The sickness and maternity/family
experienced moderate growth

functions

The sickness function ranks second in respect of expen-
diture by function (table 2). However, as with old
age-survivors benefits, the relative share of this function
in total spending slightly decreased between 1989 and
1993, from 24.7% to 24.4%.

In the EU as a whole, sickness real benefits per head
between 1989 and 1993 increased less rapidly than
overall social protection expenditure (14.5% against
15.8%, see table 1). Growth of real expenditure per head
was particularly moderate compared to the average in
Denmark and the old German Lander (+2.6% and 7.0%
respectively). This was made possible mainly by shifting
an increasing part of the burden of medical cost on the
patient. On the other hand, in Greece and Portugal
spending increased considerably (by 42.8% and 53.2%
respectively).

Growth in real benefits per head in the EU was very
modest in the maternity/family function (8.7%). Negative
developments are recorded for Greece (-27%) ltaly
(-17%), the Netherlands (-3.5%) and Belgium {-0.9%).
Large increases are recorded in those countries where
a revaluation of the rate of family allowances took place:
Luxembourg (48%), the United Kingdom (32%), Spain
(26%) and Ireland (23%). However, the Spznish mater-
nity/family benefits are still at a very low levei and in 1993
they represented only 1.8% of total benefit spending in
Spain.

Graph 5:

The developments in the other functions

The functions invalidity and occupational accidents and
diseases experienced moderate growth (table 1): be-
tween 1989 and 1993 real benefits per head increased
by 12.7%. The United Kingdom showed the highest
increase (+27.4%), while Greece and France recorded
growth rates below or around 0%. In 1993, the share of
this group of functions in total benefit spending was 11%
(table 2). This share was highest in the Netherlands but
decreasing (from 22.6% in 1989 to 22.4% in 1993).
Restrictive measures adopted in recent years should
result in further reductions in the future.

Housing and other benefits per head of population grew
considerably in the United Kingdom (+59.4% in real
terms). Belgium, Denmark and France recorded growth
rates above 30% (table 1). This group of benefits only
represented 3.8% of total social benefit spending.

The comparison of total receipts and expenditure
reveals surpluses on the current account of most
Member States

Nearly all Member States showed current receipts of
social protection in excess of current expenditure. Vario-
us reasons may cause surpluses. In countries where
many (pension) schemes use the capital reserve sy-
stem, high receipts are needed in the period the funds
are in the build-up stage. Furthermore, pay-as-you-go
systems usually require the creation of contingency
funds to meet financial setbacks. Finally, for some years,
windfall profits may occur when receipts are higher
and/or expenditure is lower than originally foreseen.

Surplus or deficit on the current account of social protection (% of expenditure)
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The insert specifies 1993 data for Germany: the surplus of the old Lénder, the deficit of the new Lander (both before West-East transfers) and the

surplus for the whole of Germany.

Source: Eurostat - ESSPROS









