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A YEAR FOR REVIEW (') 
-The reference period (2) was uneventful in terms 
-of social security.' This statement, drawn from sev­
era l of the national reports used to compile this 
.synthesis, refers to the legislative activity of certain 
-Member States. Clearly, changes of government in 
a number of countries in 1998 and the run-up to 
the elections in others were not totally unrelated 
issues. Indeed, quite a number of Member States 
decided to take stock of the sometimes frenetic, 
and often large-scale, reforms which had been 
introduced in recent years. As a result, there have 
been few significant innovations. However, the 
social security sector always experiences its fair 
share of adjustments, reforms and adaptations. 

Community institutions were by no means inactive 
in the field of social security in 1998. 

The Council adopted two important texts in 1998: 
Council Regulation (EC) No 1606/98 of 29 June 
1998, aimed at extending the scope of Regulations 
(EEC) Nos 1408/71 and 574/72 to cover special 
schemes for civil servants (3). Civil servants, who 
had hitherto been excluded from the Community 
coordination mechanisms for social security 
schemes because they were in a special scheme, 
will now be covered by the major principles gov­
erning the Community coordination of social secu­
rity schemes. The text of the new regulation also 
signals the need - which is something totally new 
in this branch of Community social law - to 'take 
into account the specific characteristics of certain 
special pension schemes for civil servants in certain 
Member States, and in particular the absence in 
certain countries of systems for coordinating spe­
cial schemes and the general scheme, the existence 
in other Member States of special systems for 
coordinating special schemes and the general 
scheme, the limited scope of such schemes, their 
budget and premium structures and, for example 
the existence of a direct link between entitlement 
to benefits and long periods of service'. Moreover, 
Regulation 1408/71/EEC has begun to be redraft­
ed, with the Commission's proposal relating to the 
coordination of social security systems (4). 

The aim of Council Directive 98/49/EC of 29 June 
1998 on safeguarding the supplementary pension 
rights of employed and self-employed persons 
moving within the Community (5) is to endeavour 
at least partially to remedy the lack of considera­
tion given to supplementary pensions for migrant 
workers in Regulation 1408/71/EEC. As a result, 
such mechanisms will be the subject of specific 
measures, of which this directive is the first ele­
ment, in order to take into account their specific 

nature and characteristics, as well as the diversity 
of such schemes both within and between Mem­
ber States. The directive lays down the general 
principles applying to supplementary pensions for 
migrant workers, such as equal treatment, the 
organisation of cross-border payments, the possi­
bility for seconded workers to continue to pay 
contributions, and better information for affiliated 
members. This directive has not yet been trans­
posed into the national legislation of all Member 
States: the transposition deadline has been set for 
25 May 2002. The intervention of Community 
institutions in this area also demonstrates the 
importance which supplementary coverage mech­
anisms are adopting for old-age pensions in the 
social security systems of the Member States. This 
directive is accompanied by Member State efforts 
to foster the development of supplementary social 
security coverage. These measures will undoubt­
edly lead to the harmonisation of national rules in 
this field. 

The year 1998 saw the publication of the Commis­
sion's Social Action Programme for the period 
1998-2000 (COM(98)259, 29.4.1998). In it, the 
Commission proposes, during the said period, to 
update the 1992 Council recommendation on the 
convergence of social security systems, to intro­
duce closer links with the employment strategy, to 
simplify Regulation 1408/71/EC, to put forward 
legislation to supplement the rules on equal treat­
ment for women and men, and to promote mea­
sures to combat poverty. 

In application of this action programme for 
1998-2000, the Commission published a report on 
the implementation of Recommendation 
92/44 l/EEC of 24 June 1992, on common criteria 
relating to sufficient means and benefits in social 
security systems (6). 

The 1999 Council resolution on guidelines for 
employment plays a special role. It addresses the 
problem of undeclared labour. Systems of unem­
ployment benefits are called upon to change in 
order to promote actively the capacity for occupa­
tional integration. The Member States must also 
'encourage the development of self-employment 
by examining - with a view to reducing - any 
obstacles which might exist, in particular in the tax 
and social security schemes, in the transition from 
self-employment and to the creation of small busi­
nesses...'. However, the resolution stresses that a 
sufficient number of quality services are required 
for the care of children and dependants, in order 
to encourage women and men to enter the labour 

(') This text reflects the opinions of its author and not those of the Commission (DG V). It was discussed during the meeting of Missoc corres­
pondents in Dresden in May 1999. 

(2) This report is based on the national reports for 1998. 
(>)OJ L209, 25.7.1998, p. I. 
0 COM(98) 779 final, OJ C 38, 12.2.1999, p. 10. 
(5)OJ L209, 25.7.1998, p. 46. 
(l) COM(98) 774 final. 



market and stay in jobs. These examples show that 

the guidelines for employment serve as a bench­

mark for drawing up social security measures. 

The jurisprudence of the Cour t of Justice of the 

European Communities (CJEC) surely also merits a 

place in this report concerning social security 

trends in Europe. For the past 10 years or so, the 

CJEC has regularly been referred issues of com­

patibility between the activities of social security 

institutions and the fundamental economic liberties 

set out in the Community Treaties. This has led the 

Court to characterise what should come within the 

specific remit of social security organisations wi th 

regard to competi t ion law (
7
). During the 'refer­

ence period', the European Union's supreme court 

was asked to deal wi th the issue of the compatibil­

ity between national provisions limiting recourse to 

medical care or service providers who are not 

established on the terr i tory of that Member State. 

The Court of Justice of the European Communities 

ruled in the Kohll case that Articles 59 and 60 of 

the Treaty on the freedom to provide services pre­

vent any national regulations f rom making re im­

bursement according to the scale of reimburse­

ments of the State of affiliation subject to the 

authorisation of the insured person's social securi­

ty organisation, wi th respect to dental care provid­

ed by an orthodontist established in another Mem­

ber State. In the Decker ruling, the Cour t ruled 

that Articles 30 and 36 of the Treaty concerning the 

free movement of goods prevented a social securi­

ty organisation in one Member State f rom refusing 

an insured person the lump­sum reimbursement of 

a pair of spectacles purchased f rom an optician 

established in another Member State, on the 

grounds that the purchase of any medical product 

f rom abroad must be authorised in advance (
8
). 

Sick people have therefore been recognised as 

having the right to receive care in the Member 

State of their choice, wi thout prior authorisation 

and to be reimbursed for such care at the reim­

bursement rate of their Member State of affiliation. 

The true impact of this jurisprudence is difficult to 

measure at present; nevertheless, it is clear that 

such rules cannot leave either medical care and 

service providers, or national health administra­

tors, indifferent. 

An examination of the key elements of recent 

social security developments (A) highlights a few 

prominent areas of development (B). 

A. KEY ELEMENTS OF SOCIAL SECURITY 

DEVELOPMENTS 

Several points are wor thy of note. 

A very clear trend is emerging of legislators focus­

ing their efforts on the least affluent sectors of the 

population. This can probably be explained by the 

advent of an ever more needy population as a 

result of rising unemployment, and not by more 

generous service provision to each beneficiary. 

This is a continuation of the move towards restruc­

tur ing the welfare state. As a result, France has 

abolished family benefits for the most prosperous 

categories and Luxembourg has chosen not to 

extend family benefit increases to households on 

the highest incomes. The British Green Paper on 

reforming social security is a good example of this 

t rend, advocating 'work for those who can, securi­

ty for those who cannot'. 

The desire to extend social security coverage to 

sectors of the population which have hitherto been 

excluded f rom any type of social security is also 

apparent. Again this year we are seeing an exten­

sion of the personal field of application of basic sys­

tems, as well as a re­centring of State policies on 

the most disadvantaged categories. This has led to 

a development in welfare. Increasingly, social secu­

rity systems cover the entire population, at least 

for some risks. For instance, in Belgium, all the 

residual schemes have been integrated into the 

basic schemes and the conditions for admittance to 

the sickness insurance scheme have been eased, so 

as to al low some coverage for people on low 

incomes. Greek legislation provides for the cover­

age of sickness insurance costs in kind for job seek­

ers up to the age of 29. There are further illustra­

tions of this trend to provide better protection to 

the very poorest. The new French law on mea­

sures to combat exclusion is intended to guarantee 

access by the least privileged to a wide variety of 

rights, providing, in particular, access to health, 

employment, housing and culture. A 'universal 

sickness coverage', which offers better coverage 

for the least affluent members of society is under 

debate in France, and Austrian legislation provides 

for people to receive dental care f rom community 

clinics administered by the sickness insurance 

funds. Italy is laying plans for the introduction of a 

minimum wage on an experimental basis. 

A t the same t ime, supplementary social security 

has in many cases been, or is in the process of 

being, reorganised and promoted. The French 

social partners have rationalised one of their sup­

plementary retirement schemes, and draft legisla­

tion on reform in this field has come into force in 

Denmark and Sweden. The Italian Finance Law of 

1998 has amended legislation on supplementary 

pensions by creating an independent specialised 

committee that wil l grant authorisation for engag­

ing in commercial activities, instead of the Ministry 

of Labour. Texts aimed at cleaning up the adminis­

trat ion and guaranteeing employee rights have 

been announced in the United Kingdom and Lux­

embourg. This trend is very clearly marked. 

(') Court of Justice of the European Communities: Joined Cases C­159/91 and C­160/91, Poucet ν AGF and Camulrac and Pistre ν Cancava, 

[1993] ECR 1­637; Case C­238/94, Garcia and Others ν Mutuelle de Prévoyance Sociale d'Aquitaine and Others, [1996] ECR 1­1673. 

(
8
) Court of Justice of the European Communities: Case C­120/95, Decker ν Caisse de Maladie des Employés Privés, [ 1998] ECR I­183 I ; Case 

C­158/96, Kohll ν Union des Caisses de Maladie, [1998] ECR I­193 I. 



Reforms of old-age pension systems continue to 
concern a fair number of governments. The dis­
cussions have focused firstly on concerns about 
demographic prospects, and secondly on the idea 
that the aim of retirement pension systems should 
be to foster economic growth by amassing savings 
to support investment, by a determination to 
reduce the public share of retirement pension 
funding and by a desire to curb the rise in compul­
sory deductions. 

The measures adopted in 1998 are in line with 
these concerns. There are two distinct types of 
development. In some countries, fundamental 
reforms, which mark an abrupt change in the ratio­
nale behind old-age pension coverage have recent­
ly been, or are in the process of being, adopted. 
For instance, Germany has expressly earmarked a 
new tax for funding its retirement pensions and 
reduced the associated contribution. Italy has con­
solidated its reform. In other Member States, new 
consultations are being encouraged, and negotia­
tions on transforming the retirement pension sys­
tem are taking place, between the various mem­
bers of civil society. As a result, Germany has aban­
doned the idea of implementing the planned pen­
sion system reform. Luxembourg has declared 
itself in favour of aligning public sector retirement 
pensions with those of the private sector in the 
future. However, civil servants have not been 
included in any salaried workers' scheme. Follow­
ing a transitional phase, this measure will lead to a 
reduction in civil servants' pensions and a corre­
sponding reduction in government expenditure. It 
is also a time of consultation. In France, a commit­
tee responsible for considering the future of retire­
ment pensions has been appointed at the same 
time as setting up a reserve fund financed from a 
fraction of para-fiscal revenues, whilst a Green 
Paper on pensions has been published by the 
British government. 

Moreover, we are seeing a disengagement of basic 
State pension systems and a renewed trend 
towards giving precedence to maintaining older 
people in work. The era of early retirement 
schemes funded mainly by collective mechanisms, 
in which virtually the sole technique is the contrib­
utory system, appears to be over. We also note 
that reforms of retirement pension systems fail 
really to take into account changes in employment 
patterns, characterised by a decline in full-time 
employment for certain categories of salaried 
workers, greater job mobility, and entry into work­
ing life at a later age. These data have not been 
taken fully into account as yet, and clearly the aim 
at present is to cope with current social security 
problems. It is not difficult to foresee that a prolif­
eration of 'incomplete contributory careers', as a 
result of changes in employment patterns and 
tougher rules for calculating retirement pensions, 
will, in 20 years' time, pose problems in countries 

which do not have basic pension mechanisms that 
are funded by taxes. 

The guidelines for employment and the national 
policies that implement them reveal no clear trend 
towards harmonising measures to combat unem­
ployment (9). However, there are many Member 
States which refer to one of the 19 guidelines 
adopted at the Luxembourg European Summit of 
December 1997 to explain, if not justify, a given 
reform that (also) affects entitlement to social 
security. 

This has resulted in a host of different measures. 
Some are based on the idea that social security sys­
tems are detrimental to business competitiveness 
and undermine economic dynamism, as a result of 
their disincentive effect on work. The same applies 
to mechanisms for reducing payroll taxes, which 
continue to be implemented, despite the fact that 
economic doctrine is starting to cast doubt on their 
effectiveness. This has led to the development of 
'assisted employment contracts', under a host of 
different names and legal schemes, including the 
Greek and French assistance programmes which 
provide grants for recruiting young people and the 
long-term unemployed, as well as the Dutch pro­
gramme which allies grant aid to fiscal measures. 
Likewise, the British government provides for par­
tial exemption from social security contributions 
for people on low incomes, as an incentive to take 
on workers. 'The alternative use of unemployment 
funds', that is to say maintaining unemployment 
benefits for a certain period of time following 
recruitment and a correlative reduction in the 
labour cost of newly-recruited employees who ful­
fil the eligibility criteria, is evident in numerous 
reforms and in several planned reforms. However, 
there are sharp contrasts in the interim assess­
ments on these policies, and the effectiveness of 
such measures is far from proven. 

Promoting employment, training and incentives for 
job-sharing is on the agenda in all countries. With 
regard to training promotion, a training allowance 
has been paid to unemployed people in Finland 
since August 1998 to encourage them to undergo 
training. Ireland has launched a programme aimed 
at increasing the number of potential beneficiaries 
of back-to-work grants. 

Measures can be identified in the various national 
legislations, aimed at encouraging part-time work 
and endeavouring to guarantee minimum replace­
ment earnings for workers whose working careers 
include periods of part-time work at a lower wage. 
The most striking illustration of this trend is cer­
tainly Spain's new legislation on part-time working. 
Not only are the social security rules that have 
accompanied the new labour legislation designed 
to prevent discrimination against part-time work­
ers but, particularly in the field of old-age pension 

(') Cf. Commission Report 'Employment in Europe 1998. Jobs for people, people for jobs: turning political guidelines into action' COM(98) 666 
final. 



insurance, they are very advantageous to employ­
ees. They therefore provide a real incentive to 
part-time working. Belgium has introduced a 
change in its unemployment insurance legislation 
to bring it into line with the new patterns of work 
laid down in collective bargaining agreements and 
in programmes for assisting the unemployed. The 
Portuguese government and social partners have 
recently agreed on the creation of a partial unem­
ployment allowance which is payable as soon as a 
job-seeker accepts part-time work. Finnish legisla­
tors have recently followed suit. The French law 
on combating exclusion also provides for the pos­
sibility of drawing certain unemployment benefits 
concurrently with wages and makes it easier to 
draw certain welfare benefits concurrently with a 
salary. The rules on social security are therefore 
contributing to changes in employment and job-
sharing patterns. Such measures for drawing 
replacement earnings concurrently with low 
salaries are also meant to encourage the beneficia­
ries of social security benefits to return to the 
labour market. 

The traditional distinction, in some countries, 
between salaried workers' and self-employed 
workers' schemes is gradually becoming more 
blurred. The attraction of social security for 
salaried employees is very strong. This clear trend, 
which has been apparent in the field of family ben­
efits for a long time, is now being confirmed in the 
realm of sickness insurance. In Denmark, the wait­
ing period that has been introduced for the pay­
ment of cash sickness benefits to self-employed 
workers has been shortened. In Austria and Bel­
gium, access to social security coverage for self-
employed workers - fairly similar to that of 
salaried workers - has been facilitated in order to 
encourage this form of work. Italian legislation is 
certainly the best illustration of this development; 
in Italy we are seeing a desire to align coordinated 
and continuous collaboration (lavoro parasubordina-
to) and self-employment with that of salaried 
workers. The so-called long-service pension under 
Italian law is, however, no longer accessible to self-
employed workers under the same conditions as 
for salaried workers (58 years of age, compared 
with age 57 for salaried workers). 

The desire to combat 'fake self-employed work­
ers', whose proliferation is reducing the revenues 
from salaried workers' schemes, is a trend which 
we have already seen in the past. Germany is, in its 
turn, launching a programme to integrate this cat­
egory of workers into the salaried workers' pen­
sion insurance scheme. 

Furthermore, certain sectors of the population 
which previously had their own social security 
schemes have been integrated into a broader 
scheme. These reforms reflect the financial difficul­
ties of certain special schemes, as well as the desire 
to rationalise systems. 

Rationalisation of costs and of the mechanisms for 
administering certain social security branches con­

tinues apace in some countries. Certain insurance 
funds for self-employed workers have been 
merged in Greece, and the social partners have 
decided to unify the rules on supplementary retire­
ment pension funds in France. The special scheme 
for Belgian miners has been integrated into the 
general scheme. However, this remains sporadic 
and could hardly be described as a reconstruction 
of the entire system. Sometimes only the benefits 
are aligned on the largest scheme and they contin­
ue to be administered by specific institutions. This 
is the case with benefits in kind under the Austrian 
farmers' scheme. There is a Dutch plan to open up 
the administration of job reintegration pro­
grammes for unemployed people and the payment 
of unemployment benefits to private organisations, 
whilst at the same time developing contractual 
relations between the major enterprises and such 
new providers. 

In the field of health, the Member States reiterate 
their desire to reduce the State's share in expendi­
ture. Although the methods used, or planned, vary 
widely, such concerns do highlight the total or par­
tial failure of previous measures to curb the steady 
rise in health spending (see Missoc Reports for 
1996, 1997, 1998). 

As a result, Member States are making a fresh 
effort to control sickness insurance. Several tech­
niques are used for doing this. Luxembourg's deci­
sion to increase social security contributions is 
seen as an exception to the rule in Europe. Most 
countries, such as France, prefer to intervene on 
the supply-side of health care or services. Greece 
has announced a new mechanism for controlling 
spending by health insurance funds. 

The coverage of dependants, which will certainly 
pose a major challenge to social security systems in 
the 21 st century, is an issue that is tackled from 
two angles. The first is to make demand solvent, 
that is to say, create mechanisms for providing cov­
erage. This is the case, for example, with Luxem­
bourg, which has just adopted a law establishing a 
dependency insurance. Dependency coverage is 
often based on a priority of keeping dependants at 
home; this raises the issue of compatibility 
between the job of professional carer and that of 
'informal carer'. This traditional concern of family 
policies has, as a result, been extended to new 
fields. The Netherlands is currently exploring the 
feasibility of a framework law to permit career 
breaks for personal assistance activities, whilst 
Luxembourg has acknowledged the useful work 
done by informal carers by conferring retirement 
pension rights on them. Portugal has acknowl­
edged a special allowance for the parent who takes 
leave in order to care for a child suffering from a 
serious disability or chronic illness. Sometimes 
employment policy measures are combined with 
support measures for dependants: for example, 
France offers a wide range of exemptions from 
social security contributions for employing profes­
sional carers to look after dependants. 



The solutions chosen vary widely, as shown by the 
study conducted under the aegis of the European 
Union (l0). In addition, the Council of Europe 
adopted Recommendation No R (98)9 by the 
Committee of Ministers to the Member States, 
relating to dependency (adopted by the Commit­
tee of Ministers on 18 September 1998, at the 
641st meeting of Ministers' Representatives), the 
impact of which needs to be measured. 

The issue of anti-fraud measures, which seems to 
have loomed large in the last Missoc report, has 
apparently been taken up by only two Member 
States. However, Germany and Belgium report 
changes to their computing systems, in the field of 
welfare in Germany, and in the field of affiliation in 
the construction, interim work and personal over­
land transport sectors in Belgium, in order to 
attempt to curb fraud. 

We note that Denmark has separated compensa­
tion for occupational accidents from that for occu­
pational diseases. Occupational diseases, as well as 
lesions that suddenly appear during lifting activities, 
have been withdrawn from the insurance system 
and will now be covered by an independent insti­
tution administered by company representatives. 

Finally, work by national administrations to adapt 
the social security rules to the euro are continuing. 

B. A FEW OUTSTANDING AREAS OF 
DEVELOPMENT 

I. Paupers versus savers: key new figures 
in old-age pension policies? 

Once again, old-age pension insurance reforms, or 
planned reforms, are aimed at the poorest retired 
people. Indeed, in a number of countries, we are 
seeing a basic pension that is worth less than wel­
fare payments for some people. Consequently, 
there is an attempt to correct a situation which is 
deemed to be unacceptable. Greek minimum pen­
sions have been increased by 50 % for newly 
insured people, whilst the minimum for French 
old-age pensions has been revised upwards. The 
Italian law has eased the rules on drawing old-age 
pensions concurrently with self-employed work. 

Moreover, based on demographic considerations, 
it is still feared that public systems for guaranteeing 
retirement income are under threat of bankruptcy. 
During the current period of low inflation, national 
legislators are therefore seeking to supplement 
their contributory systems with supplementary 
savings. 

A very apt illustration of this trend is the recent 
Green Paper published by the British Department 
of Social Security, entitled 'A new contract for wel­
fare: Partnership in pensions'. This paper advo­
cates combating the growing poverty among 
today's elderly people (one in five of whom are eli­

gible for means-tested income support in addition 
to the basic State pension). It also proposes over­
hauling the pension-savings market to give savers 
new confidence and to counteract employers' 
recent efforts to disengage from the financing of 
supplementary pension schemes. 

The Green Paper offers an assessment of these 
mechanisms of so-called 'individual responsibility'. 
It provides an interesting reference at a time when 
other European countries are considering the idea 
of developing funded supplementary retirement 
pensions. The findings are damning: too many 
retired people will have only a small supplementary 
pension. According to the Green Paper, a good 
number of supplementary savings products have 
failed to produce the yields claimed by their pro­
moters. There is also condemnation of the obsta­
cles to the acquisition of pension rights for salaried 
workers who frequently change jobs. A further 
finding is that employers are frequently pulling out 
of paying premiums which, as a consequence, are 
paid solely by salaried employees. Finally, the rising 
divorce rate has meant that women often lose out 
on divorce when a higher earning husband has 
taken out a private pension. To rectify this situa­
tion, the British government is planning to intro­
duce pension sharing on divorce (or nullity of mar­
riage), and a bill on this matter is currently before 
Parliament. 

Assistance for the neediest retired people and sav­
ings support for people on low incomes are the 
two central elements of this draft reform. Total pri­
vatisation of supplementary pensions is expressly 
rejected, as is the 'continental model', in which 'the 
State plays an essential role'. 

The Green Paper proposes support for the poor­
est pensioners in asserting their claim to a mini­
mum income guarantee in addition to their basic 
pension, even automatically transferring income 
support in such a way as to guarantee a minimum 
old-age income. Pilot schemes have been under­
taken in nine regions to identify those pensioners 
who have failed to request the income support to 
which they are entitled. 

The Green Paper is original in that it proposes an 
overhaul of supplementary retirement pensions. 
These will vary depending on individual incomes. 
Similarly, efforts to protect pension entitlements 
when workers change employers and to safeguard 
reinsurance guarantees in the event of bankruptcy 
aim to create a climate of confidence. After years 
of laissez-faire, it is now the turn of the regulated 
market, as illustrated by recent Italian reforms to 
set up an independent authority for controlling 
retirement funds, as well as a new regulation on 
procedures for authorising retirement funds to set 
up in business. 

Nevertheless, one might query whether these new 
rules have come about as a result of increasingly 
frequent criticism of the intervention of retirement 

('") Pacolet, J. et al.: The social protection for dependency in old age in the 15 EU Member States and Norway, (European Commission, 1998). 



fund administrators in the market, whereby they 
seek to favour investments that offer the quickest 
and most lucrative returns, with no thought of 
long-term considerations. 

Stakeholder pension schemes have not been 
ignored. Only those workers with incomes over 
GBP 9 000 a year are entitled to participate. This 
government programme includes efforts to 
improve the transparency of information and the 
promotion of precise rules for prudent manage­
ment. Three main types of operators will be called 
upon to manage these new savings schemes: those 
based on representative or membership organisa­
tions, such as a trade union; those set up by finan­
cial services companies; and those set up by 
employers for their workforce. The contributions 
will be calculated on the basis of a maximum 
amount and the schemes will continue even after 
employment ceases. Tax relief will accompany the 
choice for this type of pension scheme. What is 
more, the benefits can be paid at any time 
between the ages of 50 and 75, and can be drawn 
concurrently with a part-time job. 

This new way of linking contributory and funded 
systems is gaining acceptance in a number of Euro­
pean countries. Although the 'retirement saver' 
idea is certainly in fashion, the procedures for pro­
moting this form of social security vary. 

For instance, Sweden has thoroughly reformed its 
retirement pension system after 15 years of 
debate. The pay-as-you-go system has been made 
more flexible. A guaranteed pension financed out 
of taxes has also been created. This replaces the 
popular pension. These changes have been accom­
panied by the creation of a new, funded supple­
mentary pension (premiepension). Since 1995, 2 % 
(2.5 % as of I.I .99) of the earnings on which the 
pension is calculated have been invested in an indi­
vidual account at the institution responsible for 
public debt (Riksgäldkontoret). The great originality 
of this system lies in the role played by public insti­
tutions. These sums are managed by a specific 
State administration (Premiepensionsmyndigheten), 
but in accordance with private insurance rules. The 
amounts are invested for the benefit of the saver 
(premiesparare). 

Likewise, Denmark reports an extended retire­
ment savings scheme introduced in 1997, managed 
by the supplementary retirement scheme. Employ­
ees pay I % of their gross income into this retire­
ment savings scheme. The yield on the investment 
of these sums (subject to an upper limit) is paid to 
savers at the age of 67. 

II. Greater patient participation in health 
care costs: a measure that is starting to 
be called into question 

Some European Union countries have introduced 
financial participation in health care costs by bene­
ficiaries. Other countries have increased the 
amount payable by beneficiaries, such as Finland in 
the case of out-patient surgery. 'Cost-sharing' is 
the term generally used for such measures, which 

are usually justified by the concern to make insured 
people realise the cost of the health care they are 
receiving. Most importantly, such measures make it 
possible to reduce the costs of collectivised sys­
tems of risk coverage, which in many cases are in 
financial difficulties. 

We are beginning to see the emergence of the 
reverse phenomenon of improved coverage and 
reduced participation by insured people. In 1997, 
Dutch legislators introduced new, higher participa­
tion by insured people in health costs for both sick­
ness insurance and insurance for exceptional med­
ical costs. This measure was abolished as of I Jan­
uary 1999, due to two findings. Firstly, the expect­
ed result of reducing consumption did not turn out 
to have been achieved to any significant extent. 
Secondly, the existence of numerous dispensations 
to the principle of insured people's participation in 
their health costs had led to a considerable 
increase in the management costs related to imple­
menting this reform. The supplementary costs of 
this new reform will be funded by a rise in contri­
butions. The abolition of cost-sharing for the costs 
of home help and services for parents and children 
will mean that a larger number of people will be 
granted access to such services. 

The new German law on increasing solidarity in 
statutory sickness insurance schemes also provides 
for the abolition of participation by insured people, 
or in certain cases a reduction in the costs still 
payable by insured people. 

In our view, this trend is more than just notewor­
thy: it shows that a number of Member States are 
returning to this form of saving for funding social 
security and are once again giving precedence to 
public health imperatives. In the case of Germany, 
these improvements in coverage have not, howev­
er, been introduced on a general scale, except for 
medicinal products, but are aimed at specific types 
of illness or treatment. 

Tying up with these reforms is the Portuguese 
order-in-council which came into force in Septem­
ber 1998, facilitating the recognition of HIV-infect­
ed insured people as invalids. 

III. Back-to-work schemes for certain 
beneficiaries receiving social security 
benefits 

The back-to-work measures for beneficiaries of 
social security benefits form an integral part of the 
national measures for applying the guidelines on 
employment. The Netherlands, for instance, has 
adopted a new law on helping handicapped or dis­
abled people to get back to work, which provides 
government assistance for employers to offset the 
extra costs created by such salaried workers. 

The promotion of short-time or part-time employ­
ment has become virtually generalised. This applies 
not only to job-seekers, but also, in the Nether­
lands, to the beneficiaries of disablement benefits, 



and in Finland, to people aged over 55. Certain 
beneficiaries of social security or welfare benefits 
are now allowed to retain their benefit when they 
accept a part-time or low-paid job. 

Numerous laws on unemployment insurance, as in 
Denmark and the Netherlands, provide for an 
examination of the circumstances of job-seekers, 
coupled with an active approach to training, place­
ment or job search, when they have been on ben­
efits for a certain period of time. 

The British draft reform to assist disabled people 
provides for two measures which stem from the 
desire to get the beneficiaries of incapacity benefit 
back into the labour market. It is planned to trans­
form the eligibility test for incapacity benefit into a 
kind of employability test, in order to determine 
what work disabled people are able to do. In addi­
tion, there are plans to require people with a long-
term illness or disability claiming incapacity benefit 
to have an interview with a job adviser. The advis­
er will help the disabled person to plan how he or 
she can achieve financial independence. 

The Netherlands, Finland and Portugal report 
efforts to keep older salaried workers in work, due 
to their special labour market situations. The 
Netherlands is proposing to combat improper 
retirement through the unemployment benefits 
system. Finland has launched avast programme for 
keeping older workers in work. Portugal provides 
a higher pension for those who, despite fulfilling 
the conditions for pension entitlement at the age of 
60, continue to work beyond the age of 66. 
Although they have not declared the fact, most 
European countries have set up incentive mecha­
nisms for keeping people in jobs beyond the statu­
tory pension age, by increasing the required num­
ber of years for entitlement to the customary 
retirement pension. In some countries, such 
reforms have in effect meant a reduction in the 
retirement pension. In many countries the average 
age at which people stop working is below the 
retirement age and, since this means that salaried 
workers are no longer working when they retire, it 
is impossible for them to improve their pensions by 
prolonging their working life. 

IV. A new focus on family benefits 

Most of the Member States included in this study 
mentioned improvements in family benefits. How­
ever, family benefits are sometimes also paid on a 
more selective basis. 

Benefit increases are made in several stages and 
include a fiscal element, as in Austria and Luxem­
bourg. This combination of measures makes it pos­
sible to target family benefits more effectively on 
the neediest families. 

The most radical draft reform is certainly the one 
replacing the means-tested cash family allowance 
with a tax credit on income. According to the 

British government, which is promoting such a 
measure, the reform is intended to guarantee a 
minimum income for working families, to provide 
work incentives and to increase the net earnings of 
the least affluent families by raising the income tax 
threshold. 

V. Towards new forms of public 
intervention? 

The previous Missoc reports underlined the multi­
ple facets of privatisation. Turning over the man­
agement of certain social benefits or services to 
private organisations and competitive tendering for 
contracts was intended to result in savings. This 
public authority withdrawal from managing social 
security benefits has been accompanied by a 
change in its responsibilities. The State is becoming 
more of a care and service provision regulator. 

Greater control over the activities of private sup­
plementary retirement pension or retirement sav­
ings institutions also comes under the State's juris­
diction in the British draft reform mentioned earli­
er. 

However, this trend is by no means uniform. For 
example, State involvement in the new Swedish 
supplementary retirement pension scheme is 
greater. Indeed, both the financial and administra­
tive management of retirement savings has been 
entrusted to the public authorities. 

Finally we note a concern to associate other part­
ners in unemployment insurance funds, probably 
as a result of financial pressures. The local authori­
ties are due to be associated with job reintegration 
measures in the Netherlands, whilst Finland 
reports a new system for distributing the financial 
burden for unemployment benefits between the 
government, employers and salaried workers. 

Conclusion 

Are we able to speak of convergence between the 
European Union's various social security systems? 
There is certainly no easy answer to that question. 
The examples provided in this brief report show 
that there is no move towards a single welfare 
State model; there are still major differences 
between countries with regard to benefits. Such 
differences will certainly come even more sharply 
into focus when national social security institutions 
start to use the euro. 

A trend can be identified towards common direc­
tions. Today we are seeing two main directions. 
Most Member States are moving towards more 
flexible and less contributory schemes and towards 
greater individualisation of social security rights. At 
the same time, the mechanisms for integrating the 
most disadvantaged sectors of the population 
more effectively and minimum guarantees, such as 
universal health programmes, have been modified 
and improved. In the future we shall need to ascer-



tain whether such 'trends' are confirmed. Social 
security is still a matter of discussion in many Mem­
ber States, and changes are heralded for the future. 

Francis Kessler 



BELGIUM 
-MODIFICATIONS TO THE SCHEME FOR 
-SALARIED EMPLOYEES 

^ O r g a n i s a t i o n and f i n a n c i n g 

Measures have been taken to introduce an imme­
diate employment declaration (Déclaration immédi­
ate de l'emploi, DIE) in the construct ion, interim 
employment and overland passenger transport 
sectors. This means that the employers concerned 
are obliged to notify the organisation collecting 
social security contributions (National Social Secu­
rity Office or ONSS) of the dates on which employ­
ment contracts start and end, as wel l as various 
details which make it possible to identify the 
employer and any worke r who has been newly 
recruited or whose contract is ending. These 
details must be notified, in principle electronically, 
at the latest when the worker starts work . Some of 
the details to be transmitted can be obtained by 
reading the worker 's SIS card (new social security 
identity card originally introduced for health care 
and now replacing the former social security 
cards). 

The aim of this immediate declaration is to inform 
the ONSS as quickly as possible of the dates on 
which the employment relationship starts and 
ends, so that it can include them in its files and to 
enable it to communicate them to the other 
administrative organisations on behalf of the 
employer, meaning that the employer now needs 
only to transmit the said details to a single organi­
sation. The DIE will also make it easier to control 
the legality of a worker 's occupation in the field. 
Furthermore, a new system of joint and several lia­
bility and of mandatory deductions has been intro­
duced in the construction and other related sec­
tors. These new measures should improve the col­
lection of social security and tax contributions and 
effectively combat illicit practices among suppliers 
of labour. Joint and several liability means that any­
body, except for a principal/private individual for 
strictly private purposes, calling upon the services 
of an unregistered contractor is jointly and several­
ly liable for the latter's social security and tax 
debts. It can happen that several sub-contractors 
who were involved in executing the works before 
him are liable for the social security and tax debts 
of the unregistered sub-contractor, based on 
chronological order. Furthermore, anyone who 
employs an unregistered contractor must make 
deductions on behalf of the organisations collecting 
social security and tax contributions when paying 
the invoice. If a contractor pays an invoice to a reg­
istered sub-contractor, he must also make a deduc­
tion for the ONSS, except where the sub-contrac­
tor is not liable for social security contributions. If 
no deduction is made, a penalty is applied. A data­
base is available to the interested parties to enable 
them to determine whether or not they are 
required to make deductions. N o deductions need 
be made by employers who are not established in 

Belgium who have no social security debts in Bel­
gium, or by any workers in possession of a valid 
secondment form. Registering the contractor does 
to some extent guarantee that the latter fulfils his 
social security and tax obligations. For this reason 
registration is granted only after an investigation 
and the operation of the committees granting the 
registration is optimised. 

Healthcare 

In 1998, t w o major structural measures were 
introduced in order to improve access to health 
care insurance for the entire population. 

• Insurability was reformed: 

On I January 1998, all of the remaining schemes 
strictly for people who were not insured under 
another scheme were abolished. N o w only t w o 
schemes remain: the general scheme and the 
scheme for self-employed workers. 

Insurability has been relaxed. This has meant abol­
ishing the six-month waiting period, abolishing the 
requirement for six months' prior residence in Bel­
gium and a reduction in (or exemption from) statu­
tory contributions for people on low incomes. 

• For the chronically-sick: 

A set of measures was adopted in order to reduce 
their costs. These measures essentially consist of: 

(a) an annual fixed-rate allowance for health care 
of BEF 10 000 (a measure which has also been 
extended to 1999); 

(b) an annual fixed-rate allowance of BEF 10 000 
for incontinence equipment; 

(c) a monthly fixed-rate allowance of BEF 5 000 for 
disabled people wi th dependants (provisionally 
BEF 2 500); 

(d) allowances for three groups of chronically sick 
people: those with neuromuscular or metabol­
ic diseases, or wi th cystic fibrosis. 

Pensions 

The main change has been to the national pension 
fund for mine workers (Fonds national de retraite 
des ouvriers mineurs). In view of the small number 
of people still covered by this insti tut ion, it was 
decided in 1996 to dissolve the fund and to trans­
fer its staff and responsibilities to the National 
Social Security Office and the National Sickness 
and Disablement Insurance Institute (Institut 
national d'assurance maladie-invalidité) respectively. 
The aim of this measure was to rationalise the 
management of the mine workers ' sector in order 
to reduce costs. Implementation measures were 



therefore adopted in order to effect this transfer 
on I January 1999. 

Unemployment 

During the period under review, procedures were 
established to enable workers recruited for a job 
officially recognised under government back-to-
work programmes for the long-term unemployed 
and for young people undergoing intensive training 
with a view to a job to benefit from an allowance 
paid from the unemployment insurance. In addi­
tion, the conditions were adjusted to allow work­
ers who transfer from a full-time to a part-time job 
under the employment agreements which came 
into force on I January 1997 to maintain their enti­
tlement to unemployment benefit. Also, the rules 
on unemployment were adapted to the new work 
patterns established as part of corporate plans to 
redistribute work in certain sectors of activity, as 
well as to career conversion programmes. 

Family benefits 

Since I October 1997, parents who are separated 
or divorced have been considered as forming a 
notional household with regard to bringing up chil­
dren. This means that in all cases where there is 
joint custody, the father has remained the appoint­
ed priority recipient of the benefit and the mother 
as the person receiving the benefit. These rules 
have been refined. Now, where the parents dis­
agree on the family benefits being awarded to the 
mother, the father is able to request the labour 
court to appoint him as the person entitled to the 
benefit, in the child's interest. 

In applying the provisions regarding entitlement to 
family benefits for orphans or beneficiaries of a sur­
vivor's pension, a declaration of absence in compli­
ance with the Civil Code is treated as a death. 
Conditions for an absence waiting-period ruled by 
the court of first instance were imposed with 
regard to the deceased parent or spouse. These 
waiting-period conditions were established by tak­
ing into consideration the de facto date of absence 
recorded in the preliminary investigation ordered 
by the court, with the result that the conditions for 
granting the benefits have been fundamentally 
relaxed. 

As from I July 1998, the five-year prescription 
period for the reimbursement of family benefits 
paid in error is automatically applied, which 
strengthens the protection of contributors to the 
national insurance scheme. The exception in the 
case of corrupt practices or of false or knowingly 
incomplete statements has been maintained. 

MODIFICATIONS MADE TO THE SCHEME 
FOR SELF-EMPLOYED WORKERS 

Organisation and financing 

In order to promote self-employment, two major 
provisions have been introduced concerning the 
social security status of people setting up in busi­
ness for the first time; 

(a) a reduction in the professional earnings which 
serve as the basis for calculating the social secu­
rity contributions of assisting spouses (conjoints 
aidants) who have been liable for tax as self-
employed people since I January 1997 follow­
ing changes to tax legislation; 

(b) a reduction in social security contributions for 
the four quarters following the third full calen­
dar year of self-employment in the case of a 
first-time business start-up as a principally self-
employed worker. 

A first-time business start-up is considered to be 
when an activity that is principally subject to the 
social security scheme for self-employed workers 
for a period of at least three full consecutive calen­
dar years is exercised for the first time. 

No reduction may be applied to self-employed 
workers who exercise their activity on a supple­
mentary basis or who, in the capacity of persons 
treated as self-employed on a supplementary basis, 
are liable only for a reduced contribution for the 
quarters of the fourth calendar year during which 
they are liable for contributions. 

The final contributions owed for each of the four 
quarters of the year following the third full consec­
utive calendar year for which they are liable for 
contributions are reduced by a sum equal to 15 % 
of their amount. However, the amount of this 
reduction may not exceed BEF 5 000 per quarter. 

The measure came into force on I January 1998. 

Disablement 

An increase has been introduced, in the form of a 
fixed-rate allowance, in the disablement allowance 
where assistance is required from a third party. 

Only self-employed workers entitled to a disable­
ment allowance, who have dependants and for 
whom the assistance of a third party is deemed 
essential, may receive this allowance. 

The amount of the fixed-rate allowance is BEF 
28.17 as of I October 1998, representing an 
increased amount of BEF 96, and will be doubled 
as from I January 2000. 



Social insurance in the event of 
bankruptcy 

Three further refinements have been made to the 
legislation concerning social insurance for self-
employed workers in the event of bankruptcy. 
They concern the monthly benefit: 

(a) immunity from seizure of the monthly benefit 
of BEF 30 000 or BEF 25 000 (BEF 30 600 or 
BEF 25 500 following the index rise of I Octo­
ber 1997); 

(b) time limit of three years for legal payment of 
the monthly benefit and for reimbursement of 
benefits paid in error; 

(c) liability of the social insurance funds in cases 
where, through negligence, the monthly bene­
fit has been paid in error and reimbursement of 
the payment made in error proves to be impos­
sible. 

These measures came into force on I July 1997. 

INCOME GUARANTEE 

Income support (Minimex) and advances 
on maintenance allowances 

During the period under review, a variety of mea­
sures were introduced in order to foster the socio-
vocational integration of beneficiaries of income 
support by means of back-to-work schemes, alter­
ing the method of calculating the earnings of an 
income-support applicant and advances on mainte­
nance allowances. 

The principle of an income support threshold was 
introduced on I January 1998. Where an income-
support beneficiary works in a back-to-work pro­
gramme as part of specific vocational reintegration 
measures for the unemployed, he is also entitled to 
a certain amount of income support from the pub­
lic welfare centre (CPAS) for the portion of salary to 
be paid in the employer's stead. These are the net 
amounts of income support to which the interest­
ed party is entitled for the calendar month con­
cerned. If the income from the said back-to-work 
scheme is less than the amount of the income sup­
port to which interested parties are entitled as a 
result of their family circumstances, they are paid 
an income support supplement. 

As from I January 1998, another incentive to fos­
ter socio-vocational integration has been to 
increase the possibilities of drawing income sup­
port whilst at the same time earning net income 
under a back-to-work or vocational training 
scheme. The aim of this measure is twofold: firstly 
to extend the benefit of exemption for this income 
to assist people on income support who, as from 
I January 1998, have found a back-to-work 

scheme/job or vocational training course by them­
selves; secondly, to abandon the principle of mak­
ing the measure degressive over time, by continu­
ing solely to allow the exemption of the highest 
possible monthly amount for three years. 

Where a public welfare centre itself acts as 
employer to beneficiaries of income support with a 
view to ultimately enabling them to receive the full 
benefit of certain welfare benefits, recruitment 
costs have been reduced, as from I January 1998, 
by the general introduction of exemption from 
employers' contributions for any recruitment of 
income support recipients. All of the financial 
resources thus released must be spent in full on the 
public welfare centre back-to-work policy, includ­
ing socio-vocational training. 

A monthly financial incentive to encourage full-
time employment has also been introduced as 
from I January 1998, with the aim of promoting 
the integration of people on income support 
through back-to-work schemes, by means of 
cooperation agreements between the public wel­
fare centre and private firms. This subsidy is aimed 
solely at funding the costs of supervision and/or 
training paid by the centre and may not be used to 
reduce the cost of labour to the business firm. 

The method of calculating the earnings of income 
support applicants has been refined: as from I Jan­
uary 1998, it is no longer possible to take into 
account grants and allowances for removal, settle­
ment and rent received by the interested parties 
from the regions. 

Finally, as of I April 1998, modifications to the con­
ditions for applying the law on maintenance 
allowance advances have been made at two levels 
to make the entitlement more effective. Firstly, the 
maximum amount of the monthly advance per 
child granted by the public welfare centre has been 
increased. Secondly, the maximum income of the 
maintenance creditor may now be exceeded by up 
to 15 % without losing the right to advances. In 
such a case the advance is reduced by the same 
percentage. 

Allowances for the disabled 

As for allowances for the disabled, provision has 
been made for the integration allowance to be 
granted on an advance-payment basis. 

The 30-day period for filing an appeal against a 
decision by the administration relating to entitle­
ment to allowances has been raised to three 
months. Furthermore, the administration may now 
adopt a new decision where it is discovered that 
the decision is flawed due to a legal or technical 
error. 



DENMARK 
- W i t h regard to social protect ion, the reference 
-per iod was uneventful. The government intro­
d u c e d a few amendments to its legislation to 
_strengthen and follow up previous legislation. It has 
-continued its efforts to combat unemployment by 

placing particular emphasis on measures to aid 
young unemployed people, unemployed people 
from vulnerable social categories and older unem­
ployed people. This was the basis for amending 
both social legislation and employment legislation. 

Measures taken in the field of: 

FINANCING 

Social security funding has been subject to some 
adjustments, especially the Law on the Three 
Labour Market Funds which, since 1993, had gov­
erned the share of State funding for: 

— unemployment insurance, early retirement, etc. 

— activation measures 

— cash benefits in the case of illness or maternity. 

As a result of the amendments introduced, the 
three funds were merged into a single Labour Mar­
ket Fund. 

Furthermore, the scope of the new Fund's activi­
ties was extended. As f rom the 1999 financial year, 
it now covers the State share of costs for: 

— unemployment insurance 

— activation measures 

— paid leave (orlov) 

— daily allowances in the case of illness or mater­
nity 

— disability pension (førtidspension) 

— rehabilitation 

— flexi-jobs (flexjob) and other subsidised jobs 

— the working tools and instruments provided to 
disabled people by the local authorities under 
an active social policy. 

The contributions f rom salaried and non-salaried 
workers to the Labour Market Fund remain fixed 
at the rate of 8 % of their gross salary or earnings, 
whereas the employers' contributions will be dis­
continued in 2000. As f rom that year, the Labour 
Market Fund wil l be financed by contributions 
f rom the work ing population and also by State 
funding. 

Such funding has already existed, to a lesser extent, 
since the creation of the three funds, but it has 
now been stepped up by the new law. 

Labour Market Occupational Diseases Fund 
(Arbejdsmarkedets Erhvervssygdomssikring) 

A new public institution comprising representa­
tives of the social partners and of the local and 
regional administrations, and including a member 
appointed by the Finance Minister, provides fund­
ing for occupational illness and for accidents which 
occur suddenly as a result of a lifting action. 

CASH BENEFITS IN THE CASE OF ILLNESS 

The waiting periods for self-employed people have 
been reduced f rom three to t w o weeks, as of I 
January 1999. 

PENSIONS 

a. State pension (førtids-og folkepension) 

In parallel w i th an amendment introduced under 
income tax legislation, the supplementary pension 
for married pensioners (port ion of the pension 
which varies depending on income) was increased 
for the first t ime as f rom I January 1999. A further 
rise is planned for I January 2000. 

fa. Supplementary pension (ATP) 

The special retirement savings scheme introduced 
in 1997 as part of an agreement on the budget, 
which comes under the ATP scheme, was made 
permanent in 1999 in conjunction wi th a new bud­
get agreement. 

All those who contr ibute to the Labour Market 
Fund, those who receive the daily allowance in the 
case of illness or unemployment, as wel l as the 
beneficiaries of income support, must pay I % of 
their gross income into this ret i rement savings 
scheme. 

Under the new ATP scheme, these contributions 
are placed into a special account, f rom which each 
contributor, once he/she reaches the age of 67, will 
be paid a sum calculated on the basis of his/her 
contributions to the scheme, wi th an upper limit 
corresponding to the average contributions recei­
ved f rom all contributors, this being a shared dis­
tr ibution of the yield. 

UNEMPLOYMENT 

The reform inaugurated in 1994 has entered its 
th i rd phase. For unemployment insurance, the 
activation period wil l be brought fo rward , com­
mencing: 

— for unemployed people aged under 25: after six 
months out of wo rk over a 9-month period; 

— for unemployed people aged over 25: after 12 
months out of wo rk over an 18-month period. 



Furthermore, the duration of the benefits has been 
fixed at a total of four years, three of which are 
covered by activation. 

GUARANTEED MINIMUM 
(KONTANTHJÆLP) 

The rules have been tightened somewhat for 
young people (aged under 25) receiving this bene­
fit. They are no longer allowed access to the bene­
fit-rate entitlement for people over 25 who have 
received a salary exceeding a certain level over an 
18-month period. Following this amendment to 
the law, only young people under 25 with a depen­
dent child are eligible for the higher rate of benefit. 

PLANNED MEASURES 

In conjunction with a planned adjustment to the 
law on early retirement (efterløn) which will make 
this scheme less profitable for people under 62 and 
will shorten the period of early retirement (bet­
ween 60 and 65, instead of between 60 and 67), 
the retirement age, now set at 67, will be set at 65 
for all those who reach their 60th birthday after I 
July 1999. 

Finally, a new bill provides for single parents to 
receive a supplement (salaried workers or other­
wise), who take paid leave in order to care of their 
children under five years of age. 

GERMANY 

_ln the Act to Amend Social Insurance and Secure 
-Employee Rights of 19 December 1998, which 
-came into effect on I January 1999, the following 
[revisions were adopted: 

Suspension of the demographic factor and 
of the revision in the invalidity pension 

The demographic factor introduced into the pen­
sion adjustment formula under the Pensions 
Reform Act of 1999, which would lead in the long 
term to the reduction of the net pension level to 
64 %, would be suspended for 1999 and 2000. 
The deterioration in invalidity and occupational dis­
ability pensions under the Pensions Reform Act of 
1999, and the raising of the flexible age limit for the 
severely disabled from 60 to 63 years, will also be 
deferred pending a new reform, that is until 2000. 

State contribution payment for 
child-raising periods 

Starting on I April 1999, revenues from the eco­
logical tax and rate reform will relieve the contri­
bution rate for pension insurance by 0.8 percent­
age points. This shall be achieved by targeting pen­
sion insurance contributions for the financing of 
child-raising benefits and by the assumption of 
German unification costs by the State. 

The fight against quasi-self-employment 
(Scheinselbständigkeit) 

The Federal Government wishes to put an end to 
the further spread of quasi-self-employment 
(Scheinselbständigkeit). According to the new regu­
lation, a differentiation is made between quasi-self-
employed workers and self-employed under 
employee-like contract (arbeitnehmerähnliche Selb­
ständige). 

Quasi-self-employed workers (scheinselbständige 
Arbeitnehmer) are persons to whom two of the fol­
lowing four criteria apply: 

— they employ no compulsorily insured workers, 
apart from family members; 

— they work for only one primary client as a rule; 

— they carry out a job in a way typical of an 
employee, i.e. they are subject to instructions 
from the client and are integrated into the cli­
ent's work organisation; 

— they do not act as entrepreneurs in the market. 

In these cases it is presumed that an employer-
employee relationship exists. The person in ques­
tion, or his client, has the possibility to refute this 
charge. If this is not done, he will be dealt with as 
an employee, i.e. he must pay compulsory insur­
ance contributions for all branches of social insur­
ance and the client must pay half of these social 
insurance contributions. Commercial agents are 
excepted from this regulation. 

Those persons are considered self-employed 
under employee-like contract (arbeitnehmerähn­
liche Selbständige) who are without doubt self-
employed, but nevertheless should be protected 
by State pension insurance: a person who has no 
contribution-paying employees and regularly 
works for one primary client is to be compulsorily 
insured as a self-employed worker for the purpos­
es of pension insurance, even if the suspicion that 
he is indeed an employee is disproved. In this case 
the compulsory insurance contributions are, how­
ever, limited to pension insurance. 

For self-employed persons under employee-like 
contracts who are subject to compulsory insurance 
for the first time as of I January 1999, possibilities 
for exemption are provided for up to 30 June 1999. 
The prerequisite for this exemption is either the 



completion of the 50th year of life at the t ime the 
act comes into effect, or proof of a pre-existing life 
insurance policy or company pension plan, provid­
ing that by the deadline of 30 June 1999 these are 
arranged in such a way as to be equivalent to pen­
sion insurance. The possibility of exemption applies 
only to the self-employed under employee-like 
contracts, not to the quasi-self-employed. 

The amount of pension insurance contributions for 
self-employed persons under employee-like con­
tracts is calculated according to the regulations 
which already apply in general to self-employed 
workers subject to compulsory pension insurance. 
The contribution is thus regularly calculated based 
on the reference amount corresponding to the 
average wage of all insured. For 1999, this amount 
is DEM 4 410 per month in the old Länder and 
DEM 3 710 per month in the new Länder. Thus the 
standard contr ibut ion comes to DEM 860 or 
723, respectively. In individual cases, application 
can be made for a contribution rate which is based 
on actual income f rom work , whether higher or 
lower, provided that this is evidenced in the tax 
return. In the first three years of an occupation, 
one can request that 50 % of the reference 
amount be used as the calculation basis. These reg­
ulations apply to the quasi-self-employed as wel l , 
as long as they are classified as self-employed for 
tax purposes. 

CHANGES IN STATUTORY HEALTH 
INSURANCE 
With the Act to Strengthen the Solidarity of the 
Statutory Health Insurance, which went into effect 
on I January 1999, the following changes came into 
being: 

Lower patient's participation for medicine: 
The insured have been relieved of patient's partic­
ipation for medicine: the patient's participation has 
been decreased by DEM I for small packets, DEM 
2 for medium-sized packets, and DEM 3 for large 
packets and now comes to DEM 8, 9 and 10 
respectively. 

Exemption f rom patient 's part icipation for 
the chronically ill: The financial burden for chron­
ically ill persons has been reduced. A person who 
has spent I % of his annual gross subsistence 
income on co-payments for transport, medicine, 
bandages and other therapeutic products, and is in 
continuous treatment for the same illness, is to be 
fully exempted f rom these co-payments for the 
duration of the treatment. 

No patient's participation for psychotherapy: 
The Psychotherapist Act has been in effect since 
January 1999. The previously required participa­
tion of the patient in the amount of DEM 10 per 
session was eliminated. No patient's participation 
is required for psychotherapeutic treatment. 

No new patient's participation when health 
insurance contr ibution rates are increased: 
Under previous legislation, patients had to make 
higher co-payments when their sickness fund 
raised its contr ibut ion rates. An increase by one 

contribution rate point would have entailed DEM 
10 more in patient's participation, or 10 percent­
age points more in the case of percentage co-pay­
ments. This has been revoked. 

N o more hospital emergency levy (Kranken-
hausnotopfer): The hospital emergency levy of 
DEM 20 per insured person has been repealed for 
1998 and 1999 and permanently. 

Denta l prosthesis once again available for 
children and young people: Young people born 
after 3 I December 1978 can once again obtain 
dentures when necessary. The evidence of regular 
dental check-ups usually required to obtain the 
bonus is assumed as having been furnished for the 
years 1997 and 1998. 

Dental prosthesis are once again a benefit in 
kind: Patients need no longer fear that dentists will 
demand excessively high fees. Dentures are once 
again a benefit in kind, and dentists must again cal­
culate their fees based on the fee ordinance for 
panel dentists. The health insurance fund is to 
check the correctness of the dental treatment plan 
and cost estimate before the t reatment com­
mences. In place of the fixed subsidy system, there 
is once again a percentage subsidy as was legally in 
effect up until the end of 1997. 

Options have been eliminated: Elements intro­
duced f rom the private insurance sector that tend 
to undermine the solidarity of the healthy wi th the 
sick, and that are inappropriate for a health insur­
ance system based on solidarity, have been elimi­
nated. There is no longer a choice between 
options such as direct cost reimbursement or ben­
efits in kind, no more contribution refunds, and no 
choice of patient's participation. 

CHANGES IN SOCIAL ASSISTANCE 

The data reconciliation regulation (Datenabgle­
ichsverordnung) pursuant to § I I 7 of the Federal 
Social Assistance Act went into effect as of I Janu­
ary 1998. This regulation is designed to contribute 
to preventing improper claims to social assistance, 
serves to insure that benefits are concentrated on 
those who are truly in need, and takes into account 
endeavours to achieve an economical and effective 
budgeting. 

For this purpose, social assistance agencies are 
given the authority to check by means of automat­
ic data reconciliation if recipients of social assis­
tance benefits are simultaneously drawing benefits 
f rom the Federal Employment Agency and f rom 
the statutory accident and pension insurance agen­
cies, or other social assistance agencies. 

Savings are expected as a result of the possibility of 
data reconciliation, although the exact amount can­
not be calculated since the extent of those benefits 
(especially assistance wi th living expenses), which 
are granted based on incorrect information, is nei­
ther ascertainable nor estimable. Aside f rom this, 
one may assume that the possibility of automatic 



data reconciliation will in and of itself prevent the 
declaration of false information. 

Wi th the amendment of the Federal Social Assis­
tance Act (Bundessozialhilfegesetz, BSHG) of 12 
August 1998, the legislator further extended the 
possibilities for communit ies to cooperate w i th 
interested employers in 'combined payment-mod­
els' (Kombilohnmodelle). The existing possibilities 
for promot ion through granting supplements to 
the recipient of assistance were extended w i th 
regard to duration and amount. Thus, the recipi­

ent — when taking up a self-employed activity or 
an employment for which social security contribu­
tions are due — can expect a supplement up to the 
amount of the standard rate for head-of-house-
holds and for the duration of 12 months. An 
experimental clause (Experimentier- und Öff­
nungsklausel) — that terminates on 3 I December 
2002 — permits temporary supplements to the 
recipients, which means an extension of the above-
mentioned legal regulations wi th regard to amount 
and duration. 

GREECE 
-Throughout 1998, social protection was the sub­
j e c t of several major changes, addressing t w o key 
[areas: 

- — the adoption of appropriate measures to provi­
de immediate support for the existing social 
security system; 

— measures to deal w i th unemployment-related 
problems. 

SOCIAL SECURITY 

Following a major social debate between the 
government and the social partners, measures 
were adopted wi th an immediate and far-reaching 
impact on the existing social security system. The 
planned regulations are both functional and struc­
tural in nature and include measures to support the 
current system. 

The most significant measures are as follows: 

— the dual aim of rationalising the Greek social 
security system and of putting the finances of 
loss-making insurance funds back onto a healthy 
footing has led the government to merge certain 
insurance funds for self-employed people. This 
includes the insurance fund for craftsmen and 
other professionals (TEBE), the storekeepers' 
insurance fund (TAE) and the motorists' pension 
fund (TSA). These funds have been merged into 
a single fund, called the Insurance Organisation 
for the Liberal Professions. The membership of 
the said funds totals 850 000 insured parties and 
220 000 pensioners; 

— in a bid to reduce health-related costs, a control 
mechanism has been set up to curb the benefits 
offered by the health funds. According to 1998 
figures, these health benefit costs are estimated 
to be GRD I tri l l ion. It is hoped that the intro­
duction of control measures will lead to cost cuts 
of between 25 and 30 % ; 

— the role of preventive medicine is becoming 
decisive and mandatory; 

— a list containing a fixed number of pharmaceuti­
cal products has been established for use by all 

insurance organisations. Moreover, after I 
October 1998, a single type of prescription ent­
ers into application for the supply of medicines 
which has become mandatory for all insurance 
funds; 

the exploitation of the tangible and intangible 
assets of the insurance funds is to be facilitated 
as f rom 2001, when the insurance funds will be 
allowed to invest up to 23 % of their assets in 
real estate, shares and other securities quoted 
on the stock exchange, as wel l as in mutual 
funds (compared wi th the current rate of 20 % 
of their assets); 

the conditions for payment of the survivor's 
pension become stricter as of 5 January 1999. 
The pension will be paid to the surviving spou­
se unconditionally for an initial period of three 
years following the decease of the insured party 
or his/her ret i rement. Af ter this per iod, the 
surviving spouse retains his/her entit lement to 
the survivor's pension, providing a certain num­
ber of conditions are satisfied (age, employm­
ent, other resources, etc.); 

considerable restrictions have been introduced 
with regard to the employment of pensioners. 
For pensioners under 55 who start work ing 
again, payment of their pension will be suspen­
ded. For pensioners continuing to w o r k after 
the age of 55, the portion of the pension excee­
ding GRD 250 000 per month will be reduced 
to a level of 70 % . The regulations relating to 
the employment of pensioners wil l come into 
force after I January 2001 ; 

for new insured parties (who were insured for 
the first time after I January 1993), the minimum 
pension is increased by 50 % . Moreover, mea­
sures to simplify administrative procedures and 
improve relations between the State and insured 
parties have been adopted in the field of social 
security; 

as part of the measures to curb tax evasion, 
there are plans to set up a special contribution 
control service as part of the National Insurance 



Institute (IKA), at both central government and 
regional level, endowed w i th far-reaching 
powers; 

— finally, a new basic scheme for farmers' insur­
ance was set up on I January 1998. This is a purely 
contributory system which guarantees farmers 
a level of insurance at least equal to that enjoyed 
by the urban population. 

UNEMPLOYMENT 

a. As part of the programme 'Young people in 
work ing life', 50 000 young unemployed people 
aged between 20 and 27 are due to receive subsi­
dies during the course of 1998 in order to help 
them to find jobs. 

It is planned for 40 000 of these young unem­
ployed people to benefit from a monthly allowance of 
GRD 100 000 to carry out practical training place­
ments to enable them subsequently to take up new 
jobs in those same companies. The remaining 
10 000 young unemployed people wil l receive an 
annual allowance of between GRD I 200 000 and 
I 600 000 to enable them to set themselves up in 
business. 

The payment of subsidies is planned to last bet­
ween 18 and 20 months (22 months for regions 
with a higher unemployment rate). The total sum 
which it is planned to distribute via this programme 
during the course of 1998 is GRD 108 000 million. 
The programme wil l also run in 1999 and 2000, 
and a total of 200 000 young unemployed people 
will benefit. 

b. The long-term unemployed, aged between 28 
and 64, will receive subsidies for a period of 16-18 
months (18-20 months in regions w i th a higher 
unemployment rate). The amount of the subsidy is 
the same as for young unemployed people. In 
regions hit harder by unemployment, the annual 
subsi-dy for setting up a business ranges between 
GRD I 600 000 and I 800 000. 

A total of 8 000 long-term unemployed are due to 
receive subsidies in 1998, take part in a training 
placement and then enter new jobs, while 2 000 
others will set up their own businesses. 

This programme will last three years and is expec­
ted to cost a total of GRD 20 000 million. 

c. Special assistance measures have been intro­
duced in order to address the problem of mass 
redundancies, enabling people who have been 
made jobless to re-enter the employment market 
under the aegis of training and w o r k experience 
programmes. 

d . In early May 1998, the first job-promotion cen­
tre was inaugurated as part of the organisation of 
labour. In the coming t w o years, other such cen­
tres will be created in the country's 52 administra­
tive regions. 

The aims of these centres are: 

— to match job supply w i th demand by seeking 
vacant posts for unemployed people in compa­
nies wi th openings; 

— to customise the provision of information to 
meet the needs of interested unemployed peo­
ple; 

— to monitor the changes taking placing in the local 
labour market; 

— to distribute the 'personal employment card' for 
a variety of purposes, primarily for payment of 
unemployment benefit and vocational training. 

A recent law provides for IKA membership for 
young unemployed people aged under 29 to recei­
ve benefits in kind in the case of illness. No t cover­
ed are young unemployed people who are insured 
in their own right, young unemployed people 
covered as a family member of an insured person 
or students studying at a Greek or foreign univer­
sity. 

The contributions for these young unemployed 
people are paid to IKA out of the employment and 
vocational training account (LAEK), which comes 
under the Labour Organisation (OAED). The 
monthly contribution for each young unemployed 
person totals 6.45 % , calculated on the basis of a 
notional salary under IKA's fourth insurance class 
(currently GRD 6 600 or ECU 30). 

e. Finally, the provisions of Directive 94/33/EC 
concerning employment protection measures for 
young workers under the age of 18 were recently 
transposed into Greek legislation by a presidential 
decree. 

SPAIN 

"Following a year of important developments, leg-
Jslative activity on social security was l imited in 

1998. Nevertheless, this period saw the regulation 
of part-time work contracting, wi th its subsequent 

"effects not only on contributions but also on social 
security benefits. 

With reference to the comparative table, we note 
the following developments. 

The Royal Decree 4/1998 of 9 January stipulates a 
2.1 % appreciation of social security pensions, in 
terms of contr ibutory benefits — including mini-



mum benefits and maximum limits for public pen­
sion awarding — and of non-contributory benefits. 

Other developments include a regulation issued in 
March that considers periods of sacerdotal or reli­
gious activity of priests, monks and nuns of the 
Catholic faith now as secularised social security 
contribution periods, and the general regulation on 
the proceedings for the punishment of social order 
infractions and for the settlement of social security 
contributions, adopted by Royal Decree 928/1998, 
14 May. 

As far as health care is concerned, t w o relevant 
norms were issued in July. The first aims to regu­
late health care in favour of Spanish self-employed 
workers work ing abroad. The second seeks to 
regularise the special agreement on health care 
within the general social security scheme in favour 
of Spanish citizens residing in the national terr i tory 
and who are civil servants or international IGO 
employees. 

Wi th respect to retirement, we must mention Act 
47/1998 which contains rules for granting early 
retirement when the insured party has contributed 
to t w o or more social security schemes but, taking 
those contributions records separately, none is 
substantial enough to permit the granting of such 
benefit. To this effect, at least one four th of the 
total contributions of the insured person must have 
been credited to one of the schemes which incor­
porated early retirement benefits. 

As regards w idowhood pensions and benefits for 
orphans and family members, Act 50/1998, 30 
December concerning financial, administrative and 
social order measures establishes that there will be 
a case for entit lement to those benefits although 
the deceased had no active contr ibutor status or 
was not in a situation resembling insurance on the 
date of death, provided that he/she had completed 
a minimum contribution period of 15 years. 

Part-time work 

However, the most important development that 
took place in 1998 was the new regulation of part-

t ime w o r k contracting. This regulation not only 
intends to improve labour w o r k operations, but 
also tries to offer new responses to personal, fam­
ily, training and professional needs as wel l as to 
meet properly the adaptability requirements of 
enterprises. This new regulation complies wi th the 
European compromises undertaken wi th in the 
framework agreement on part-time work , decided 
on 6 June 1997 by UNICE, CEEP and ESC, and 
incorporated into Council Directive 97/81 /EC, 15 
December for its implementation. 

It is a bold step to promote part-t ime work con­
tracting, which in Spain was around 8 % as 
opposed to an average of 18 % for the European 
Union and, overall, to encourage the use of stable 
part-time work contracts, given that approximate­
ly 80 % of the contracts of this type were tempo­
rary compared with 20 % in the rest of the EU. 

Within the social protection field, the basic objec­
tive is to level off the protection received by both 
part-time and full-time workers, through the intro­
duction of measures which facilitate the access to 
benefits, especially to those whose granting is sub­
ject to long contribution periods. 

Act on comparabi l i ty b e t w e e n professional 
and fami ly life 

There is a draft bill under parliamentary discussion 
whose aim is to establish legal channels that facili­
tate the combination of professional and family life, 
within a principle of equal treatment for men and 
women that promotes work among women. 

This draft bill intends to make Spanish regulations 
equal to those of the EU, especially to the provi­
sions included under Directive 92/85/EC on mea­
sures to promote industrial safety and health for 
women who are pregnant, have given birth to a 
child or are nursing, and also to those under Direc­
tive 96/34/EC relating to the f ramework agree­
ment on parental leave signed by corporate organ­
isations and trade unions at European level. 

FRANCE 

[The objective of the law on financing the social 
.security system for 1999 (law of 28 December 
-1998) was to bring the social security system back 
"into financial balance. In order to achieve this, it 
includes a receipts strand and strengthens the sys­
tem for controlling health expenditure. 

RECEIPTS 

The receipts strand limits the grant for hiring the 
first employee (for recruitments subsequent to 3 I 
December 1998, the exemption f rom employers' 
social security contributions will concern only the 
port ion of the salary below the guaranteed mini­
mum wage (salaire minimum interprofessionnel de 
croissance — S/V1/Q and no longer the full remuner-



ation). The receipts strand also adjusts the single 
degressive reduction in charges on low salaries 
which was perpetuated as f rom I January 1998 by 
lowering the wage ceiling for enti t lement to 
exemption ( 130 % of the SMIC instead of 133 % ) , 
w i th a pro rata reduction for part- t ime employ­
ment. 

SICKNESS 

The finance law includes a series of measures 
aimed at preventing health cost increases, such as 
giving pharmacists the right to substitute generic 
medicines and creating a new contribution to be 
paid by pharmaceutical laboratories. Wi th regard 
to consultants, the system of early retirement for 
doctors has been extended until 3 I December 
2004. 

The rules on prescription have been relaxed in 
order to improve the reimbursement of occupa­
tional diseases. Also, specific provisions have been 
introduced for employees who have suffered f rom 
asbestos poisoning (re-entitlement to the benefits 
provided for under labour legislation, and the 
introduction of a system of early retirement at an 
age ranging f rom 50 to 60 years, depending on the 
period of exposure and the seriousness of the 
symptoms). 

FAMILY BENEFITS 

Family benefits were targeted in early 1998, as part 
of the effort to rebalance social security accounts. 
Family allowances were made subject to means 
testing and the amount of the allowance for home 
childcare (allocation de garde d'enfants à domicile — 
AGED) was reduced, now representing only 50 % 
instead of 100 % of employers' and employees' 
social security contributions towards domestic 
support within this limit. Furthermore, the ceiling 
for the home childcare tax reduction has been low­
ered from FRF 90 000 to FRF 45 000. 

In the face of the public outcry caused by the deci­
sion to subject family allowances to means testing, 
this condition was removed f rom the finance law 
for 1999 (State budget). This is accompanied by a 
reform of the child's allowance set against tax (quo­
tient familial), reducing the ceiling for this tax break 
from FRF 16 380 to FRF I I 000 per half-share of 
contributions for income earned during 1998. The 
re-establishment of family allowances for all fami­
lies wi th t w o children, irrespective of income, is 
accompanied by an extension of the age limit for 
children for whom there is ent i t lement to these 
allowances (20 years of age instead of 19) and of 
the age limit for entitlement to increases (as f rom 
I I years of age instead of 10, and 16 years instead 
of 15). 

Furthermore, the allowance for the start of the 
new school year has been extended to anyone 
wi th only one dependent child who fulfils the 

requisite conditions for the means test and the age 
of the child. 

PENSIONS 

The funding of pensions continues to arouse grave 
misgivings. The Prime Minister has commissioned 
the French Planning Office (Commissariat général 
au plan) to examine the situation of the various 
pension schemes, to draw up a quantified assess­
ment up to 2040, and to make proposals for 
reform. A final report wil l be submitted in March 
1999. The Prime Minister wil l announce his deci­
sions on the matter in the early autumn, following 
wide-ranging political and social consultations 
based on the report. 

Meanwhile, in order to consolidate the compart­
mentalised pension system, a reserve fund, initially 
funded f rom a fraction of the income f rom the 
mutual aid social security contribution (contribution 
sociale de solidarité) (FRF 2 000 million in 1999) and 
surpluses f rom the mutual aid fund for the elderly 
(fonds de solidarité viellesse), was created by the 
law on financing social security for 1999. 

A single supplementary pension scheme has 
replaced the internal rules and procedures of the 
90 ARRCO institutions (in the Association of Sup­
plementary Retirement Pension Schemes), admin­
istering 45 different schemes. Henceforth a single 
set of regulations wil l be applied to all ARRCO pen­
sioners. 

WELFARE M I N I M A 

The law of 17 Apri l 1998 gives entit lement to 'a 
special allowance for unemployed people of under 
60 years of age who have paid 40 pensionable 
years of old-age insurance contr ibut ions' and 
receive the special mutual aid allowance (allocation 
de solidarité spécifique — ASS) or income support 
(RMI). This special wait ing allowance (allocation 
spécifique d'attente — ASA) of FRF I 750, is an 
earnings supplement paid to interested parties to 
enable them to attain a minimum earnings level in 
the order of FRF 5 000 per month (compared wi th 
the minimum pension of around FRF 3 500 per 
month). 

Eligibility for the means-tested ASS extends to 
people who are no longer entitled to indemnities 
f rom unemployment insurance (the long-term 
unemployed who have reached the end of their 
entitlement and who fulfil the conditions for prior 
employment), as well as to those in specific occu­
pations who are unable to claim such indemnities. 

Furthermore, the f ramework law of 29 July 1998 
on combating exclusion, the main objectives of 
which are to guarantee widespread access to exist­
ing rights, in particular in the fields of health, 
employment, housing and culture, and to prevent 



all forms of exclusion, provides for a range of dif­
ferent social measures: 

— immunity f rom seizure of the special mutual aid 
allowance (ASS) and of the basic welfare 
allowance (allocation d'insertion — Al) modelled 
on the existing provisions for income support 
(RMI); 

— the introduction, for beneficiaries of the A l , the 
single parents' allowance or the w idows ' and 
widowers' allowance, of the possibility of partial 
drawing of basic welfare benefits concurrently 
w i th professional earnings, and changes in the 
rules on combining RMI and ASS benefits wi th 
professional earnings; 

— index-linking the ASS and the Al to price 
increases; 

— establishing a minimum threshold of immunity 
f rom seizure for family benefits; 

— the non-transferability and immunity f rom 
seizure of benefits in kind f rom sickness insur­
ance; 

— the introduction of emergency measures aimed 
at remedying the dysfunction of the special 
dependency benefit (prestation spécifique 
dépendance — PSD), deferment of the date 
when the reform of the fee structure for insti­
tutions housing dependent elderly people 
comes into force, and the possibility of fixing by 
decree minimum amounts for the special 
dependency benefit in residential institutions; 

— the creation of a national observatory for 
poverty and social exclusion reporting directly 
to the prime minister; 

— the establishment of an emergency welfare 
commit tee (Commission de l'action sociale 
d'urgence) responsible for ensuring the co­
ordination of systems for allocating support, 
particularly financial, to people and families 
encountering serious difficulties. 

DEPENDENCY A N D DISABILITY 

The law on financing social security for 1999 
amends the provisions on exemption f rom 

employers' social security contributions for paying 
home helps working wi th elderly or disabled peo­
ple. 

These amendments include: 

— as f rom I Apri l 1999, the exemption f rom 
employers' contributions for non-dependent 
elderly people aged over 70 for employing 
home helps will be subject to a wage ceiling; 

— as f rom I January 1999, total exemption f rom 
employers' contributions has been extended to 
home helps employed by service providers and 
to any other person who fulfils the required 
conditions of dependency for entitlement to the 
dependency allowance but does not receive 
this due to his financial means. 

SUPPORT MEASURES TO ACCOMPANY THE 
REDUCTION IN WORKING HOURS 

The framework law of 13 June 1998 to encourage 
a reduction in work ing hours has established a 
statutory 35-hour working week as f rom I January 
2000 for companies employing more than 20 peo­
ple, and f rom I January 2002 for other companies. 
Employers and unions have been asked to negoti­
ate the reduction in work ing hours pr ior to the 
above-mentioned deadlines. 

Companies that reduce working hours prior to the 
planned deadlines, under a collective bargaining 
agreement and in return for recrui tment or job-
preservation, will be able to benefit f rom a grant, 
the amount of which has been defined and capped 
in a payment scale. The grant takes the fo rm of 
reductions in employers' contributions. This grant 
is not allocated to companies designated in Decree 
N o 98-493 of 22 June 1998, in v iew of their 
monopoly position or the nature of their income. 

The reduction in the work ing week to below 39 
hours can be organised whol ly or partially in the 
form of days of leave. The collective bargaining 
agreement determines the procedures for taking 
such leave. Such leave may also be paid into a 
leave-credit account (compte épargne temps). 

IRELAND 

[POLICY DEVELOPMENTS 

Nat ional pension policy init iat ive 

The Pensions Board submitted its report 'Securing 
retirement income' to the Minister for Social Com­
munity and Family Affairs in May 1998. The princi­
pal recommendations concerned the following: 

the development of a strong first pillar (social 
security pensions) based on social insurance; 

major improvements in the second pillar (occu­
pational and personal) pensions coverage, so 
that 70 % of those aged over 30 years will have 
coverage. 



The government broadly welcomed the thrust 
and recommendations of the report, as set out in 
its response 'Action on pensions'. To progress the 
main recommendations made by the Pensions 
Board in the report, working groups have been set 
up as follows: 

(a) to examine fully the recommendation for an 
explicit fund mechanism to fund, at least par­
tially, the substantial future costs of social wel ­
fare pensions; 

(b) to progress the recommendation to increase 
second pillar coverage and the mechanism sug­
gested for achieving this — namely, the person­
al retirement savings accounts; 

(c) to examine further and advance the proposals 
to introduce a simplified and more flexible tax 
regime for pensions; 

(d) to bring forward proposals in relation to an 
effective awareness/education programme. 

Each of the above groups comprises representa­
tives of the relevant government departments and 
the executive of the Pensions Board. 

It is hoped to publish a Pensions Bill during 1999 
dealing, amongst other things, w i th these issues 
and incorporating the recommendations of the 
various working groups, wi th a view to enactment 
during 2000. 

Family policy 

As outlined in Missoc 1995/96 the Commission 
was established to examine the needs and prior i­
ties of families today and to recommend how they 
can be strengthened and supported in the future. 
Following on the interim report of the Commission 
(see Missoc 1998) the final report of the Commis­
sion on the Family 'Strengthening families for life' 
was published in July 1998. It contains a compre­
hensive and in-depth analysis of the issues affecting 
families and wide-ranging recommendations across 
several different policy areas. 

The report also contains some original and signifi­
cant research work, including a national survey on 
the childcare arrangements which families make, 
sociological research on fathers and their role in 
family life and an overview of family policy in Ire­
land. 

The Commission's recommendations in the main 
relate to the approach to be pursued in various 
areas of policy in the years ahead to strengthen 
families in carrying out their functions. The Com­
mission has also highlighted some 40 recommen­
dations by way of beginning the process. 

Among the recommendations of direct relevance 
to the Department of Social, Community and Fam­
ily Affairs are: 

— the introduct ion of a network of family and 
community services resource centres over the 
next four to five years; 

— a pilot programme to transform local offices of 
the Department of Social, Communi ty and 
Family Affairs to provide improved services to 
families; 

— the introduction of a parenting awareness pro­
gramme; 

— the introduction of a comprehensive informa­
tion service for bereaved families and the provi­
sion of grant aid to voluntary organisations pro­
viding these services to families; 

— the doubling of State funding for marriage coun­
selling to IEP 3 000 000 over the period 
1999-2000; 

— the expansion of the Family Mediation Service 
to provide a nation-wide service. 

Nat ional ant i -pover ty strategy 

The national anti-poverty strategy (NAPS) pub­
lished in Apri l 1997 set a number of key targets. In 
particular, the NAPS proposed to reduce unem­
ployment f rom I 1.9 % in Apr i l 1996 to 6 % by 
2007 and to reduce the rate of long-term unem­
ployment f rom 7 to 3.5 % over the same period. 
By March 1998 the rate of unemployment had 
already been reduced to 9.4 % and long-term 
unemployment to 5.6 %. 

Among measures introduced by the government 
which will have an important effect on poverty are: 

— the publication of the report on a national min­
imum wage in line wi th the commitment given 
in the action programme; 

— the establishment of the IEP 30 000 000 youth 
services development fund; 

— the payment of Family Income Supplement on a 
net income basis as provided for in Partnership 
2000 and the NAPS; 

— the establishment of a special tax incentive — 
Job Assist — to help the long-term unemployed 
back to work ; 

— increased social welfare payments so that 94 % 
of all claimants are now over the rate recom­
mended by the Commission on Social Welfare. 

During 1998 government departments submitted 
statements on social inclusion to the National Ant i -
Poverty Strategy (NAPS) Unit within the Depart­
ment of Social, Community and Family Affairs. Two 
interdepartmental work ing groups were estab­
lished to examine strategic responses to specific 
poverty issues, i.e., homelessness and low levels of 



literacy among the unemployed. The NAPS recog­
nised that deep-seated multidimensional problems 
such as these require a response which transcends 
traditional sectoral departmental responses. 

An important development, following consultation 
with the social partners, was the introduction of 
poverty proofing, whereby all significant policy 
proposals across the civil service are assessed for 
their potential impact on poverty. 

The Department of Social, Community and Family 
Affairs published its 'Social inclusion strategy' in 
September 1998. It takes account of the commit­
ment in the government's action programme of 
seeking to establish an inclusive social by submit­
ting the department's policies in each of its key 
areas of activity — including social insurance, com­
bating unemployment, family support, pensions 
and supports to the voluntary and community sec­
tor — to review in accordance with the following 
parameters first set out for the development of the 
NAPS: 

(a) a review of the key issues relating to poverty 
and disadvantage in each area of responsibility; 

(b) a review of the objectives and effectiveness of 
the policies and programmes relevant to 
poverty and disadvantage; 

(c) the constraints applying in each case; 

(d) any cross-cutting initiatives which might useful­
ly address problems of poverty and disadvan­
tage; 

(e) key action points arising from the review. 

All other government departments also produced 
social inclusion strategy statements. 

The Foundation for Investing in Communities — a 
joint initiative between the State and the business 
sector — was launched in November. The aim of 
this initiative is to build an endowment fund for dis­
tributing grants to the voluntary and community 
sector on an additional basis to existing State fund­
ing mechanisms. 

Voluntary and community sector 

Following the publication of the Green Paper, 'Sup­
porting voluntary and community activity' in May 
1997, a steering group was established to advise on 
the preparation of the White Paper, which will be 
published following a consultation process with the 
voluntary and community sector. 

A key development during 1998 was the com­
mencement of a three-phased consultation 
process with the voluntary, community and statu­
tory sectors. 

Phase I was completed during 1998 and concen­
trated on the provision of information on and facil­
itating discussion of the Green Paper. It involved 
the Department of Social, Community and Family 
Affairs, other statutory agencies and the voluntary 
and community sector. 

Phases 2 and 3 will take place in 1999 and will 
involve statutory bodies organising regional consul­
tative seminars, culminating with a national semi­
nar. The issues arising from these will be further 
analysed by an external consultant appointed by 
the Department of Social, Community and Family 
Affairs and the Steering Group, with a view to 
preparing a draft White Paper. 

Carers 

In October the Minister for Social, Community and 
Family Affairs launched the publication of the 
review of the Carer's Allowance, which was car­
ried out by an interdepartmental working group. 
The review had two primary aims: 

(a) to assess the purpose and future direction of 
the Carer's Allowance and its role in the wider 
debate on the needs of carers, care in the com­
munity and the demand for long-term care; 

(b) to evaluate expenditure on and the achieve­
ments of this scheme. 

A number of proposals were made in relation to 
the Carers scheme, principal among them being: 

— needs assessment: a working group should be 
established to advance proposals for a multidis-
ciplinary assessment of a person's care needs 
for all social and health services; 

— continual care payment: a new non-means test­
ed 'continual care payment' should be intro­
duced, which would follow the introduction of 
a needs assessment, for all carers providing a 
high level of care. Its aims would be to promote 
care within the community and formally recog­
nise the work of the carer; 

— carer's benefit: this proposal which would seek 
to facilitate carers in employment to temporar­
ily leave work needs to be examined further 
and a separate consultancy study should be 
established to consider its introduction. 

ORGANISATIONAL DEVELOPMENTS 

Strategy statement 

In June 1998 the Department of Social, Community 
and Family Affairs, published its second strategy 
statement, 'Inclusion, innovation and partnership' — 
see also Missoc 1995/96. This represents a signifi­
cant milestone in the further development of the 
strategic management initiative process within the 
department. It sets out the goals and objectives 



which wil l enable the department to fulfil and 
develop its role as a vital public service provider, 
wi th particular reference to the following areas; 

— policy development 

— development of a new service delivery model 

— human resource management and organisation­
al structure 

— control of fraud and abuse 

— value for money. 

The department's primary goal is the promotion of 
an inclusive society by providing the opportunities 
and incentives for individuals, families and commu­
nities to contribute towards and share fully in eco­
nomic and social progress. It also commits the 
department to meeting service delivery standards 
and to monitor these standards systematically. 

Disability Support Service 

In July 1998 the Minister for Social, Communi ty 
and Family Affairs announced the establishment of 
a national disability authority, thereby implement­
ing one of the key recommendations of the Com­
mission on the Status of People wi th Disabilities — 
see Missoc 1998. 

The new service will operate under the aegis of the 
Department of Social, Communi ty and Family 
Affairs, and wil l involve a merger between the 
National Social Service Board (NSSB) and the 
appropriate information services of the National 
Rehabilitation Board (NRB). This will result in the 
establishment of a single information support ser­
vice for all citizens and is intended to ensure that 
services for people wi th disabilities wil l become an 
integral part of the mainstream information, advice 
and advocacy services for all. 

Legislation will be brought forward by the Minister 
for Social, Community and Family Affairs in 1999 to 
give effect to the establishment o f this agency. 

N e w Family Affairs Unit 

In line with its pro-family approach to the develop­
ment of policy and services as set out in the pro­
gramme for government 'Action programme for 
the millennium' and in response to recommenda­
tions f rom the Commission on the Family, the gov­
ernment has established a new Family Affairs Unit 
in the Department of Social, Community and Fam­
ily Affairs. The functions of the unit are: 

— to coordinate family policy; 

— to pursue the findings in the Commission's 
report fol lowing their consideration by the 
Government; 

— to undertake research; 

— to promote awareness about family issues. 

The unit has responsibility for support for the mar­
riage counselling and family mediation service as 
well as a number of other family services, including 
a pilot programme to provide improved service to 
families f rom local offices of the department 
through the one-stop-shop model, and the intro­
duction of an information programme on parenting 
issues. 

In 1998 an additional IEP 2 750 000 was allocated 
for the development of a number of family ser­
vices, including the establishment of the Family 
Affairs Unit, funding for the setting-up of some 20 
family and community resources centres, addition­
al funding for marriage and child counselling and 
the expansion of the family mediation service in 
regional locations. 

Freedom of In format ion Act 

The 1997 Freedom of Information Act came into 
effect on 21 Apri l 1998. It applies to all government 
departments, health boards and local authorities. 
Under the legislation citizens have the right to 
obtain access to information held about them, to 
amend information held which is incorrect and to 
see how decisions about them are made. They also 
have the right of appeal to an information commis­
sioner in the event of access to information being 
refused. 

PRO-EMPLOYMENT MEASURES 

Building on previous measures in this area, the 
four-year Back to Work Al lowance (previously 
available only to those residing in areas covered by 
the area partnership companies) was extended 
nation-wide to long-term unemployed persons 
who take up self-employment. In addit ion, the 
number of places on the scheme was increased by 
5 000 during 1998. Furthermore, cuts in pay-relat­
ed social insurance (PRSI) contributions focused on 
low-paid workers. 

In relation to the Family Income Supplement (FIS), 
weekly income thresholds were increased by IEP 7 
from June, resulting in a gain of some IEP 4-5 per 
week for most of the 13 000 families in receipt of 
FIS. A new measure, introduced in October 1998, 
allows for the calculation of entitlement to FIS on a 
net take home pay basis. 

SOCIAL WELFARE PAYMENTS A N D 
OTHER MEASURES 

In the area of social protect ion the 1998 Budget 
provided for (among other things) the fol lowing 
measures: 



Rates 

In June the weekly rates of payment in respect of 
short-term social insurance schemes were 
increased by IEP 3 (approx. 4.4 %) . An average 
increase of between 4.2 and 4.6 % applied to all 
other maximum personal rates including widow's 
and widower's pensions. Increases of 3 % in rela­
tion to adult dependants brought all social welfare 
payments for the elderly above the minimum rates 
recommended by the Commission on Social Wel­
fare. 

Social security contributions 

A number of changes were made in relation to pay-
related social insurance (PRSI) contributions. The 
PRSI free allowance (classes A and H) was 
increased from IEP 80 to 100 per week, the effect 
of which is that employees do not pay social insur­
ance on the first IEP 100 of their weekly earnings. 
In addition, the earnings ceilings for employees, 
employers and self-employed contributions were 
raised. 

Pensions 

The 1998 budget allocated increases of between 
6.4 and 7.4 % applied to old age, retirement and 
invalidity pensioners aged over 65 years — consti­
tuting some 36 % of all social welfare customers — 
from June 1998. From September everybody aged 
75 years or over who is certified as medically unfit 
to travel alone will be eligible for a free travel com­
panion pass, which allows the holder to have any 
person aged 16 years or over accompany him/her 
free of charge when travelling. 

Carers 

In June the weekly rate of payment of the Carer's 
Allowance was increased by IEP 5 for those recipi­
ents aged over 66 years, and by IEP 3 for those 
under 66 years of age. In addition the free travel 

pass was extended to all carers in their own right 
allowing them to travel alone. 

Disability/Invalidity 

From June the personal rate of payment to Invalid­
ity Pension was increased by IEP 3 (4.3 %) for 
those aged under 65 years, and by IEP 5 (6.4 %) for 
those aged over 65 years. Also since June, weekly 
earnings of IEP 50 from rehabilitative employment 
are not taken into account when assessing means 
for Disability Allowance, Blind Person's Allowance 
and Supplementary Welfare Allowance. Prior to 
that the weekly disregard was IEP 36.60. 

Family benefits 

Rates of child benefit for twins were increased by 
50 % from September 1998. Grants which were 
payable to twins were extended to all multiple 
births of three or more children, that is, IEP 500 at 
birth and IEP 500 when the children reach 4 and 12 
years of age. 

Other measures 

The 1998 Social Welfare Act provided for (among 
other things): 

— the standardisation of the revenue and social 
insurance (RSI) number as a personal public ser­
vice number; 

— the introduction of a public services card along 
the lines of the existing social services card; 

— new technology in relation to cards to develop 
new methods of payment of social welfare pay­
ments electronically; 

— the sharing of information between relevant 
agencies for the purpose of determining entitle­
ment to and control of certain social services. 

ITALY 

[The finance law (Legge finanziaria) of 1998 intro­
duced innovative provisions concerning pensions, 
in order to speed up implementation of the reform 

"of the social security system, approved by Law No 
"335 of August 1995. 

The government considered these innovations to 
be necessary in order to make the costs borne by 
the retirement pension sector more compatible 
with the State accounts. In spite of the corrective 
measures made by the Amato reform of 1992 and 
later by the Dini reform of 1995, the government's 
projections regarding trends in welfare spending 

indicate an increase in retirement pensions up to 
2000 of more than 0.9 % of GDP 

The legislature has therefore introduced a series of 
innovations, in both the finance law and the relat­
ed provisions, concerning: 

1. new conditions required for retirement pen­
sions, in both the private and public sectors; 

2. enhancements to pensions, through measures 
for: 



(a) concurrent drawing of pensions/wages, 

(b) coordinated and continuous collaboration 
(Lavoro parasubordinato), 

(c) self-employed workers; 

3. harmonisation of the treatment of various prov­
ident funds (special schemes); 

4. improvements to the rules for the actual start­
up of the supplementary provident fund 
scheme; 

5. modifications in the assistance sector; 

6. taxation. 

RETIREMENT PENSIONS 

With the exception of certain categories of work­
ers (young workers, labourers and equivalents) 
who are subject to the same rules as those framing 
the reform of retirement pensions (L. 335), the 
finance law provides for more rigid rules in this 
area, subject to age and contribution conditions, 
especially with regard to entitlement to the retire­
ment pension for both private and public salaried 
employees and for self-employed workers. 

The previous reform provided a gradual raising of 
the age of entitlement to the retirement pension 
from 53 to 57 years for the private sector, up to 
2008. The current finance law provides, by con­
trast, for the condition of 57 years of age to have 
already been fulfilled as from 2002. For public sec­
tor workers, the same age condition is required as 
from 2004. 

Self-employed workers are entitled to the retire­
ment pension if they have paid a total of at least 35 
years of contributions and have reached the age of 
58. In this case, the age limit has also been raised, 
since the previous law provided for an age limit of 
57. 

The following table explains the new conditions 
required for most salaried employees to gain enti­
tlement to the retirement pension. 

Year 

1998 

1999 

2000 

2001 

2002 

2003 

2004 

2005 

2006 

2007 

as from 
2008 

Age with 35 Number of years of 

54 

55 

55 

56 

57 

57 

57 

57 

57 

57 

57 

36 

37 

37 

37 

37 

37 

38 

38 

39 

39 

40 

Concurrent drawing of pensions and 
wages 

It is possible to partially combine old-age pensions 
with earnings from self-employment. It is therefore 
possible to combine the minimum wage plus 50 % 
of the amount exceeding this wage. More 
favourable wages which existed previously are 
excluded. This means that the government pro­
posal introduces the possibility of partial concur­
rent drawing of pensions and wages for all workers 
entering retirement in 1997 who were formerly 
not entitled to draw them concurrently. For those 
who entered retirement before 1997, the previous 
regulations remain in application in cases where 
they provide greater possibilities for concurrent 
drawing of pensions and wages. 

Coordinated and continuous collaboration 
(Lavoro parasubordinato) 

The contribution for this form of work (currently 
10 %) for individuals who are not registered under 
other compulsory schemes, rose initially by 1.5 %. 
Increases of one point followed every two years, 
up to 19 %. Despite being long-term, this contri­
bution is tending to become more and more effec­
tive compared with a straight benefit, and forms of 
supervision are also beginning to be planned for 
this type of work. 

Self-employed workers 

Gradual increases in pension contributions are pro­
vided for, especially for craftsmen and traders for 
whom the increase is 0.8 points (compared with 
15 % at present) as from 1998 and subsequently 
0.2 points every year up to 19 %. 



Enhancements t o pensions 

The need to limit pension costs has led to expedi­
ents, even in the system for enhancing pensions. 
Indeed, it was decided that, in 1998, automatic 
realignment of pensions would apply only to pen­
sions the amount of which did not exceed five 
times the minimum wage, i.e. around ITL 3 500 000 
million per month. This does not concern pen­
sions granted by supplementary pension schemes. 

HARMONISATION OF THE DIFFERENT 
PENSION SCHEMES 

The finance law speeded up the process of har­
monising the different pension fund treatments 
which characterise the system, by adjusting the 
implementation t ime period planned in Law N o 
335 of 8 August 1995. 

Supplementary pension schemes 

The rules for starting up supplementary pension 
schemes have been refined by amending the pre­
existing regulations (Law N o 124/1993), which, 
inter alia, endowed the Ministry of Labour wi th the 
power to authorise retirement funds to engage in 
commercial activities. The finance law assigns this 
power to the Retirement Fund Monitoring Com­
mittee, considering it to be a genuinely indepen­
dent and specialised authority. The Monitor ing 
Commi t tee adopted a regulation stipulating the 
procedures for authorising ret i rement funds to 
engage in commercial activities. 

Furthermore, an increase of ITL I 000 million for 
1998 and of ITL 5 000 million for subsequent years 
was earmarked for the Commit tee's own activi­
ties. 

GUARANTEEING SUFFICIENT RESOURCES 

With regard to assistance, the finance law provides 
for: 

— a review of measures for control l ing civil dis­
ability by establishing a special plan for verifying 

the beneficiaries of financial support for civil dis­
abilities, whilst making provision, in cases 
where the prerequisites are not met, for imme­
diate suspension of payment of the benefit, 
which may be followed by the formal measure 
of revocation of the beneficiary; 

— the establishment of a social policy fund aimed 
at promoting interventions to support projects 
carried out by the regions and the local admin­
istrations, by encouraging the simultaneous use 
of forms of finance f rom the European Social 
Fund. For the integration of disabled people, 
family support, drug prevention and treatment, 
children's rights, the conditions of the elderly 
and the integration of foreign citizens. In 1998, 
ITL 28 000 million were assigned to the fund for 
this purpose; 

— the introduction on an experimental basis, for a 
period not exceeding two years, of income sup­
port for people wi thout means who are single 
or have dependent children and find it impossi­
ble to support their children themselves. 

The government is due to establish the amount of 
this benefit, which in any case should not exceed 
60 % of the national average income. 

TAXATION 

As f rom I January 1998, new tax brackets, new 
rates and new tax deductions were established by 
Legislative Decree No 446 of 15 December 1997. 

The IRAP (regional tax on production activities), a 
regional tax on top of the IRPEF (personal income 
tax), was introduced on the same date. 

For 1998 and 1999, a 0.5 % rate was set for the 
entire country. For subsequent years, each region 
wil l establish a rate of between 0.5 and I % . 
The IRAP replaces the deductions for the SSN 
(national health service), as well as the compulsory 
insurance contribution against tuberculosis. 

LUXEMBOURG 

CREATION OF A NURSING-DEPENDENCY 
-INSURANCE SCHEME 

[A nursing-dependency insurance scheme was 
introduced into the Luxembourg social security 
system by the law of 19 June 1998. This is a new 
branch of the social security system set up to 
respond to the needs of people dependent on 
nursing by financing the assistance and care they 
require. A person is considered to be nursing-

dependent when, as a result of a physical or men­
tal illness or disability, he/she is in regular need of 
major assistance to perform basic daily activities: 
moving around, hygiene and eating. Nursing-
dependency insurance works in the same way as 
sickness insurance and is compulsory. The partici­
pation of insured parties corresponds to I % of 
their total income. The State funds 45 % of the 
total cost of the nursing-dependency insurance out 
of its own budget. 



Nursing-dependency insurance covers insured par­
ties and members of their family. 

Benefits in cash and in kind are granted as f rom I 
January 1999: 

— benefits in kind are granted in the form of assis­
tance and care, special equipment or a housing 
conversion. They are paid directly to the home 
assistance and care services on the basis of the 
paying third system; 

— cash benefits are given in the form of money. 
They are intended to remunerate informal 
carers. This benefit is nevertheless paid to 
the nursing-dependent person directly. 

The law gives clear precedence to benefits in kind 
over cash benefits. In this way it recognises the pri­
ority for professional care and thus guarantees the 
quality of care. 

Wi th the aim of enabling people to stay in their 
own homes, the law also provides for the possibil­
ity of replacing all or part of the benefit in kind wi th 
a cash benefit (mixed benefit). The cash benefit is 
equivalent to half of the benefit in kind which it 
replaces. Furthermore, there are limits on the 
number of hours of assistance and care that can be 
replaced by a cash benefit: 

— for up to seven hours of assistance and care the 
person may replace the full number of hours by 
a cash benefit; 

— for between 7 and 14 hours, only half may be 
replaced by a cash benefit; 

— for more than 14 hours, no replacement is possi­
ble. 

A compensation is given at the rate of LUF 750 per 
hour of assistance and care required in case of 
replacement of cash benefits by benefits in kind. 

To be covered by the law, the condition of nursing-
dependence must be of a certain severity. This 
means a regular need for major assistance. The law 
stipulates that this need must represent at least 
three-and-a-half hours a week, i.e. half an hour per 
day. Moreover, the condit ion of nursing-depen­
dence must be expected to last for a minimum of 
six months or be irreversible. 

The law also provides for benefits to be paid for 
the care of the nursing-dependent person to a per­
son who is not f rom a professional service (infor­
mal carer). Nursing-dependency insurance covers 
the informal carer's contributions to the insurance 
pension. The law also provides for the carer to 
take annual leave by annually paying out double the 
cash benefit for three weeks and, in the event that 
the nursing-dependent person stays temporari ly in 
a care institution for these three weeks, it also pays 
for the required assistance and care. 

The organisation managing the nursing-dependen­
cy insurance is the union of sickness insurance 
funds. The beneficiaries evaluation is administered 
by the evaluation and guidance unit, which is 
organised on a multidisciplinary basis (doctors, psy­
chologists, social workers, occupational therapists, 
physiotherapists and psychiatric nurses). An objec­
tive, individual evaluation is required to determine 
the specific needs of each nursing-dependent per­
son. The evaluation and guidance unit measures 
the severity of the need, based on the service 
required to meet this need. The severity is indicat­
ed by the amount of t ime required for assistance 
and care, which allows the benefits to be deter­
mined. The monetary value of the care has been 
fixed at LUF I 420 per hour in a care institution 
and LUF I 500 per hour for home care. 

PENSION REFORM IN THE PUBLIC 
SECTOR 

The public-sector pension system has undergone a 
major reform in order to reduce the financial cost 
of public-sector pension schemes and to achieve 
greater convergence w i th the private sector 
regime. The reform has stirred up controversy 
among civil servants, whose entitlements are being 
cut back as a result of this reform. However, so as 
not to reduce the entit lements of serving public 
officials too much, a transitional scheme has been 
introduced. 

This reform has been enacted by t w o laws: 

1. The first set up a transitional scheme for civil 
servants, or the equivalent, who were in office 
or were recruited on 31 December 1998. The 
characteristics of the former scheme have been 
maintained, i.e. the pension is calculated on the 
basis of the civil servant's last salary. However, 
during the course of this transition phase, the 
level of benefits wil l be progressively reduced by 
around 13 % . For years served subsequent to I 
January 1999, the replacement rate will be low­
ered progressively f rom 83.33 % to 72 % . 

However, public officials who have completed 
their service careers (lasting 35 or 41 years) by 
early retirement age (55 or 60 years of age) will be 
allowed to increase their pension amount by 2.31 
% of their pensionable income per year of service 
worked after that age. As a result, at age 60 or 65 
respectively, they wil l be able to receive a pension 
corresponding to five sixths (83.33 % ) of their last 
salary, namely the maximum pension entit lement 
under the former legislation. 

Pensions already being paid at the t ime the reform 
comes into force are not affected. 

2. The second law introduced a new scheme for 
public officials who entered the service after 31 
December 1998. It remains a special scheme, 
but is structured along the same lines as the gen-



eral scheme and presents the following charac­
teristics: 

— pensions are no longer calculated on the basis 
of the last salary, but on the basis of the total 
remuneration received during the course of a 
person's career; 

— adjustment will be identical and simultaneous to 
that applied to the private sector; 

— the contribution levied to fund this special 
scheme will evolve in exactly the same way as 
the contribution for funding the general 
scheme. 

A few special features of the former non-contribu­
tory scheme have, however, been retained. There 
is no upper contribution limit and no upper limit is 
used to calculate pensions. The special characteris­
tics of the retirement procedure have been 
retained and the scheme is financed through a pen­
sion fund fed by wage deductions and other bud­
getary means. 

The management of the new special scheme for 
civil servants has been entrusted to the civil service 
administration. 

Also concerned by this new pension scheme are 
Luxembourg railway officials and district council 
officials. 

FAMILY POLICY MEASURES 

The family allowance of LUF 12 000 per child, per 
annum, was increased annually on I January 1999, 
with a parallel reduction in the tax abatements for 
a dependent child. These two measures taken 
together have become selective: in effect, all 
households benefit from the higher family 
allowance, but this increase in household 
resources is gradually absorbed by the lower tax 
relief. Also, households with incomes so high that 
they benefit from the lowest tax relief see their dis­
posable income unchanged. 

The new family allowances are as follows: 

LUF 5 371 for I child (EUR 133.14) 

LUF 13 102 for 2 children (EUR 324.79) 

LUF 24 459 for 3 children (EUR 606.32) 

LUF 35 808 for 4 children (EUR 887.66). 

At the same time, the increase in the guaranteed 
minimum income for a child has been reduced by a 
corresponding amount. 

BENEFIT ADJUSTMENTS 

Certain welfare benefits have been subject to a lin­
ear increase of 1.3 %. This specifically involves the 
law of I I December 1998, which adjusted pen­

sions and annuities to 1997 wage-levels. A study of 
average wage trends had revealed a rise of 1.3 % 
between 1995 and 1997. So the adjustment factor 
(i.e. the calculation factor which adjusts the level of 
pensions to the wage trend) was raised from 1.203 
to 1.219. This adjustment of accident pensions and 
annuities is the first ever adjustment to have affect­
ed the beneficiaries of pensions and annuities of 
both the private and public sectors. 

In order to maintain the previous differential 
between social security benefits and social welfare 
benefits, the different thresholds applying to the 
guaranteed minimum income were increased by 
the same percentage. With the same concern of 
maintaining the existing balance, the minimum 
wage was also increased by 1.3% by the law of 23 
December 1998. 

EVOLUTION OF THE CONTRIBUTION RATES 
FOR SICKNESS INSURANCE 
On 31 December 1997, the cumulated overall 
sickness insurance deficit totalled LUF 785 million, 
LUF 641 million of which (i.e. 82 %) was allocated 
solely to managing cash benefits for workers. The 
Union of Sickness Insurance Funds therefore 
decided to raise the contribution rates for its three 
types of administration as from I January 1998. 
Below is the evolution of the contribution rates as 
from 1997: 

(%) 
I.I.1997 I.I.1998 I.I.1999 

Administration of 
benefits in kindO 

Administration of cash 
benefits (without 
continuation of the 
employer's contribution) 

Administration of cash 
benefits (with continuation 
of the employer's 
contribution) 

5.0 

4.2 

0.2 

5.1 

5.0 

0.3 

5.14 

4.2 

0.24 

It was found that by massively increasing the con­
tribution rate for cash benefits in 1998, it was pos­
sible to wipe out entirely the cumulated deficit for 
the previous financial years. It was therefore possi­
ble to return the contribution rates to their former 
level with effect from I January 1999. 

The rates remain unchanged for the other social 
security branches. 

RELEASE FROM WORK FOR PREGNANT 
WOMEN 

Another legislative amendment which concerns 
labour law, but which has an impact on the social 
security entitlement is worth noting. It is an 
amendment in the law concerning maternity rights 
for working women, which was introduced to 



transpose the European directive on maternity 
rights into Luxembourg legislation. The amend­
ment introduces a prohibit ion on pregnant 
women, new mothers or breast-feeding mothers 
f rom working in jobs that are defined as risky by 
the law in question. In the event that the employer 
is unable to allocate such a woman to another post, 
she is released f rom work . Throughout the dura­
tion of her release f rom work , she is eligible for the 
pecuniary maternity allowance payable by the 
State. 

PLANNED MEASURES 
a. There is a bill for transposing certain Communi­

ty directives relating to supplementary pension 
schemes into Luxembourg legislation. The bill in 
question, announced in the Government Decla­
ration of 22 July 1994, creates an outline law for 
supplementary company pension schemes. The 
law wil l govern pension rights in the case of a 
company's transfer or insolvency. In addition, it 
guarantees equal terms for men and women and 
continued enti t lement for people work ing in 
two or more European Union countries. 

Whilst leaving companies free to decide whether 
or not to introduce a supplementary pension 
scheme, the law determines the rules wi th which 
each scheme must comply, especially wi th regard 
to coverage of commitments and the rights of affil­
iated members. 

The bill forms part of the global pension-scheme 
architecture, which includes the private-sector 
contributory regime as well as public sector statu­
tory schemes and supplementary pension 
schemes, and aims to achieve convergence in 
terms of both benefits and contributions. Conse­
quently, tax deductibil ity is l imited to funds set 
aside for a supplementary pension, the amount of 
which is calculated on the basis of the difference 
between the maximum pension under the new 

statutory scheme and the theoretical maximum 
pension of the contr ibutory scheme. Moreover, 
the bill includes tax provisions to ensure identical 
treatment for external and internal regimes. 

b. One of the measures taken under the national 
plan to promote employment specifically con­
cerns social protect ion: it is the creation of 
parental leave, provided as follows: 

— the father and mother wi l l have an individual 
right to parental leave to care for a child for six 
months; 

— the parental leave may not be taken in instal­
ments, in order to foster temporary job 
replacement to provide job opportunit ies for 
the unemployed; 

— one of the parents wil l have the opt ion of an 
education allowance or parental leave. The 
parental leave wil l be paid at a rate of around 
LUF 60 000 per month (the same amount as the 
22 months of education allowance provided for 
under current legislation); 

— one of the parents must take the parental leave 
following the birth of the child at the end of the 
maternity leave. The second parent may take 
his/her parental leave before the child reaches 
the age of five; 

— the parental leave may be taken in the form of 
half-time work , in which case it wil l be exten­
ded to 12 months, wi th the allowance divided 
into 12 units (of ± LUF 30 000). 

Self-employed people may also benefit f rom six 
months of parental leave. 

c. It is also planned to introduce leave for family 
reasons lasting up to t w o days per annum in the 
case of a child's illness. Extended leave is provid­
ed for in the event of a serious illness. 

THE NETHERLANDS 
PRIORITIES IN SOCIAL PROTECTION 

[In the last few years many instruments have been 
-used to limit inflow into the social security system, 
- to promote out f low f rom the system and to 
"increase the chances of w o r k for the low-skil led 
and long-term unemployed. 

The common theme in the many legislative amend­
ments has been to place greater financial responsi­
bility on employers. This applies in particular for the 
introduction of the obligation on employers to con­
tinue paying sickness cash benefit during an 
employee's illness, the differentiation in invalidity 
benefits contributions, and the lengthening of the 
standby period in the Unemployment Benefits Act 

(the period during which the employer continues to 
pay a ' t ide-over allowance' before the employee 
begins receiving benefit) and the Working Condi­
tions Act. 

The (Re)integration of the Work-Disabled Act 
(REA) came into force on I July 1998. This act 
makes it easier and more attractive for employers 
to recruit a person wi th an employment disability, 
by indemnifying employers against higher sickness 
and invalidity costs if they take on such a person. 
Moreover, the granting of provisions and subsidies 
has been simplified. More money has also been 
made available to help reintegrate people wi th an 
employment disability into the labour market. 



A large number of initiatives have also been taken 
in the area of specific labour market policy. Tem­
porary subsidised jobs have been created in the 
private sector, and permanent jobs for the public 
sector. Fiscal measures have also been introduced 
to reduce the wage costs for employers at the 
lower end of the labour market. 

In August 1998, the second Kok government took 
office after May's general election. It is a coalition 
of social democrats and liberals, and excludes the 
centrist Christian Democrats. The new coalition 
agreement contains measures to improve the 
operation of the labour market, reduce inflow into 
the social security system and promote the reinte­
gration of benefit claimants into work . The main 
accents here are on a review of the tax system 
reducing the costs of labour and promoting inte­
gration into the labour market, investments in 
enabling w o r k and care to be better combined, 
addressing long-term unemployment as compre­
hensively as possible, and a new delivery system 
for social security and the employment service, 
wi th reintegration as its key theme. 

The prevention of long-term unemployment is 
high on the agenda of the new government. A t the 
Luxembourg Summit, the Netherlands and other 
EU Member States agreed on a commitment to 
achieve a comprehensive approach to long-term 
unemployment. The aim is that, within a period of 
eight years, all young job-seekers will be offered a 
new start before they have been unemployed for 
six months, and unemployed adults wi th in 12 
months. 

Increasing the participation of older people in the 
employment process is also an important objective 
of the government. The changes taking place on 
the labour market (which is becoming increasingly 
tight), combined wi th demographic trends ('matur­
ing' and ageing), mean it is vital t o retain more 
older workers in the labour process. In consulta­
tion wi th the business community, the conditions 
are being created to make it attractive and possible 
for older people to continue work ing. Improper 
retirement via the unemployment benefits system 
wil l be combated. Depending on the degree to 
which a switch towards a more age-conscious per­
sonnel policy is achieved, and to which more 
demand arises on the labour market for older 
workers, consideration will be given to a (phased) 
reintroduction of the job application duty for peo­
ple aged over 57.5 years. 

Another important objective of government policy 
is to create more and better opportunit ies for 
combining family and work ing life. Improving the 
ability to combine family and work ing life serves 
the interests of both the individual and society as a 
whole. It wil l enable better use to be made of as 
yet untapped talents of women in paid w o r k and of 
men in bringing up children and caring for families. 
This is also important for the labour market. Given 

the ageing of the population and the affordability of 
social provisions in the future, there is a need to 
increase the participation in paid wo rk further, par­
ticularly by women. The government wil l table a 
f ramework act on employment and care in the 
Lower House, possibly in phases. This act wil l har­
monise and combine the existing statutory forms 
of leave and wil l create a f ramework to al low 
workers to save up for leave in t ime and/or money. 
A statutory right to part-time working will also be 
established and the possibility will be explored of 
creating a statutory right to care leave. Particular 
account will be taken here of the interests of small 
and medium-sized businesses. 

MAJOR DEVELOPMENTS IN SOCIAL 
PROTECTION 

The Export Restrictions on Benefits bill 

A change is on its way for people entit led to 
receive benefit in the Netherlands but who (go to) 
live abroad. The Export Restrictions on Benefits bill 
rules that enti t lement to Dutch benefits wi l l be 
reserved for people living in the Netherlands only. 
Any person entit led to claim benefit under 
Employees Insurance Schemes, National Insurance 
Schemes or the Supplementary Benefits Act, loses 
enti t lement if he or she takes up residence in a 
country other than the Netherlands or stays out­
side the Netherlands for a period longer than three 
months. As soon as that person takes up residence 
in the Netherlands again, or stays there longer than 
three months, he or she will basically be entitled to 
claim benefit again. By introducing this bill the Cab­
inet hopes to bring in line the enforcement policy 
for benefits within and outside the Netherlands. A 
benefit can be exported to a country which has 
signed a treaty wi th the Netherlands, i.e. has 
entered into a contract that contains valid provi­
sions for enforcement. Benefits can also be export­
ed to countries within the European Union. 

The bill was passed by the Lower House on 3 
November 1998 and the ensuing act should take 
effect on I October 1999. From that date, anyone 
planning to live in a non-treaty country, or planning 
a stay in such a country for longer than three 
months, wi l l face immediate consequences. A 
three-year transitional period is in place for those 
people who have already taken up residence in a 
non-treaty country on the commencement date. 

An exception will be made for the General Old-age 
Pensions Act (AOW): to a limited extent A O W can 
be paid out in other countries. However, the A O W 
partner allowance, the pension for a single person 
and the pension for a single parent (only the part 
that exceeds the 50 % allowance) wil l be brought 
under the benefit export restrictions. The exceed­
ing part as well as the spouse-supplement wil l be 
exported if a convention containing enforcement 
articles is concluded. 



Organisation 

A successful reintegration policy stands or falls on 
an efficient, work-oriented and customer-friendly 
delivery system. The structure of the new delivery 
system for social security and the employment ser­
vice must be finalised in the coming government 
period. The conclusions of the parliamentary 
inquiry into the delivery of the social security sys­
tem will continue to be the guiding themes here: 
active integration, regional implementation, inde­
pendent assessment of the right to benefit and 
independent supervision. 

Before the end of 2000 so-called Centres for Work 
and Income (CWI) have to be set up throughout 
the whole country. These CWIs will be given the 
assignment in the forthcoming government term of 
fulfilling the public gatekeeper function, indepen­
dent of market influences or the direct influence of 
vested interests. All job-seekers will be able to go 
to these centres for — in the first place — help in 
finding work and secondly, to apply for benefit. 

Scope will be created for the introduction of mar­
ket forces in the actual implementation of the rein­
tegration programmes and the payment of bene­
fits. In the government's view, competition could 
enable more people on benefit to be helped into 
work and make implementation of the benefits 
system cheaper. An as yet unspecified proportion 
of the reintegration projects will have to be pur­
chased from the (public-sector) Employment Ser­

vice, in order to guarantee that a good public 
employment placement service remains intact. 

To encourage the entry of new providers, the cri­
teria for approval as a benefits agency or employ­
ment placement service will be relaxed. It will also 
become possible to delegate these tasks to third 
parties, such as temporary employment agencies. 

Healthy competition presupposes not only a suffi­
cient number of providers, but also of clients. The 
government proposes that sectors and large com­
panies (with more than 100 employees) should 
enter into contracts with benefits agencies and 
employment placement services. The commitment 
of employers and unions remains important, par­
ticularly when it comes to arrangements regarding 
the choice of delivery agency and the contents of 
the contract. Further consultations will be held 
with employers and unions and local authorities on 
the detailing of the revamping of the implementa­
tion of the social security system. Local authorities 
will be able to contract out their benefit-paying 
tasks, on the condition that the Municipal Execu­
tive will at all times remain responsible for the 
implementation of the system and that the scope 
given to local authorities in implementing their 
reintegration task must not lead to higher imple­
mentation costs. In this connection, the resources 
for the National Assistance Act and the Job-seek­
ers Employment Act will be combined in a 'Fund 
for work and income', and the contribution of local 
authorities to the funding will be increased. 

AUSTRIA 
-HEALTH, ACCIDENT AND PENSION 
-INSURANCE 
-The extensive social insurance reform package has 
"already been described in the national report ('The 
development of social protection in the Member 
States') included in the comparative tables as of I 
January 1998. That report thus also included the 
measures that were taken relevant to the current 
reporting period. In addition, the following reforms 
have been undertaken: 

— As of I January 1999, it is possible for insured 
persons to receive permanent dental prosthesis 
in dental out-patient clinics run by the insurance 
funds; previously this service was available only 
from dental practitioners and dentists in their 
own practices. This new service provided by 
the out-patient clinics is only available to regular 
clinic patients when a specific medical indication 
exists, as well as to low-income patients. 

— As of I January 1999, the minimum contribution 
basis for those taking up commercial self-
employment for the first time, was decreased 

from ATS 13 761 to 7 400 per month in order 
to facilitate the take-up of self-employment. 
This minimum contribution basis applies to the 
year in which self-employment is taken up for 
the first time and the two following calendar 
years. This reduction is financed through 
restructuring and compensatory contributions 
within the overall solidarity of the insured per­
sons in the commercial economy. 

As of I January 1999, accident insurance for 
farmers was redesigned. Coverage is now 
extended to accidents and occupational dis­
eases occurring during the practice of agricul­
tural sidelines, during the carrying-out of earn­
ing activities in connection with the accommo­
dation of guests in the context of 'Vacations on 
a farm', and for participation in the activities of 
agricultural communities, as well as participa­
tion in purchasing and economic cooperatives 
where no formal working relationship exists. 
Furthermore, a uniform assessment basis was 
created for both full-time and part-time farmers 
in the amount of ATS 204 000. In place of the 
previous disability pension, a new benefit (the 



'business pension') was introduced which 
should make it possible to hire a substitute 
worker to maintain the farm as a source of 
income for the disabled farmer and his family. 

— As of I July 1998, medical assistance and dental 
treatment under the farmers' health insurance 
was placed on a legal basis corresponding to the 
general system. The participation paid by the 
patient in the amount of 20 % of the costs of 
the above services was replaced by a contribu­
tion of ATS 51 per certificate for treatment by a 
doctor or dentist. 

— As of I August 1998, the list of occupational dis­
eases for purposes of accident insurance was 
expanded to include several additional chemical 
substances, thus bringing it into line with the 
European List of Occupational Diseases. 

UNEMPLOYMENT INSURANCE 

On I April 1998 the following change went into 
effect in the area of unemployment insurance: 

Previously, entitlement to unemployment assis­
tance was based, among other things, on Austrian 
citizenship, with, however, refugees, stateless per­
sons and citizens of the European Economic Area 
being treated as equal to Austrians. The remaining 
foreign citizens were entitled to unemployment 
assistance only if they were in possession of a so-
called 'Befreiungsschein' (long-term work permit, 
with which foreign citizens who have worked in 
Austria for a long period of time are placed on an 
equal basis to Austrian nationals). With the decision 
of the European Court of Justice for Human Rights 
in the case of Gaygusuz, the criteria for entitlement 
to unemployment assistance were formulated irre­
spective of citizenship — and thus without regard 
to possession of a long-term work permit. As of I 
April 1998 a person is entitled to unemployment 
assistance who 

— has been insured for a period of 416 weeks or 

— has completed at least half of his compulsory 
schooling in Austria by the end of his 25th year 
of life or 

— was born in Austria or 

— has had his permanent residence in Austria for 
at least half of his life. 

Apart from this, a voluntary insurance within the 
unemployment insurance was agreed upon for the 
following persons (effective as of I August 1998): 

Workers who, for example, take up a self-
employed activity and thus are no longer compul­
sorily insured for unemployment, previously 
retained their entitlement to unemployment bene­
fits only for the span of three years. As of I August 
1998, the possibility of a voluntary insurance was 

created in order to prolong this three-year period. 
This should above all reduce the risk associated 
with failing in a self-employed activity. 

The same applies to workers who take up a non-
self-employed activity outside of Austria. 

FAMILY BENEFITS 

To provide additional financial support for families, 
the following improvements in the areas of family 
benefits and taxes were resolved, which will come 
into effect in two stages: 

Starting in 1999 the family allowance for each child 
will be increased by ATS 125 per month. In gener­
al, a large-family supplement of ATS 200 will be 
introduced for the third and each subsequent child, 
paid only if the annual taxable income of the family 
does not exceed a certain limit. The child deduc­
tion (reduces the individual tax liability) will be 
increased by ATS 125 per child and month. 

Starting in 2000 the family allowance will be 
increased once again and at the same time a sibling 
scale will be introduced (an increase for the first 
child by ATS 25 per month, for the second child by 
ATS 200 per month and for the third and each sub­
sequent child by ATS 375 per month each). The 
large-family supplement will be increased by a fur­
ther ATS 200 per month and the child deduction 
standardised at ATS 700 per child and month. 

The tables show the amounts of family allowance 
and child deductions (in ATS per month): 

Family allowance 0-10 years 10-19 years 19-26 years | 

1998 

1999 

2000 

For each child 

For each child 

1st child 
2nd child 
3rd and 
subsequent 
children 

1 300 

1 425 

1 450 
1 625 
1 800 

1 550 

1 675 

1 700 
1 875 
2 050 

1 850 

1 975 

2 000 
2 175 
2 350 

1999 2000 

Large-family supplement 
(starting with the third child) 200 400 

Additional family allowance for 
severely handicapped children 

650 I 775 I 800 

Child deduction 

1st child 

2nd child 

3rd and subsequent children 

1998 

350 

525 

700 

1999 

475 

650 

825 

2000 

700 

700 

700 



PORTUGAL 
-Social protection in Portugal is being developed in 
line wi th t w o essential objectives: to reform the 

[system and to apply the agreement between the 
.government and the social partners. 

REFORM OF THE SOCIAL SECURITY 
SYSTEM 

To achieve this objective, the government has pre­
sented two proposals to Parliament: 

— a policy document on the main elements of the 
reform, calling upon the other parties to agree 
on a regime concerning the reform; 

— a draft outline law concerning social security. 

The t w o documents, one political and the other 
legal, are based on the following points: 

(a) the system is founded on the principles of equal­
ity, universality, positive discrimination, solid­
arity, public responsibility, complementarity, 
participation and information; 

(b) the system of solidarity and of social security 
provides social protect ion for the public, pro­
tection for the family and social protect ion to 
replace income from professional activities; 

(c) the aim of public social protection is to guaran­
tee a minimum income for people in need and 
to prevent and combat poverty and exclusion, in 
order to promote social well-being and cohe­
sion; 

(d) the aim of family social protection is to ensure 
that family responsibilities and costs incurred by 
disability or dependency are compensated; 

(e) the aim of social protect ion to substitute 
income f rom professional activities is to com­
pensate for a reduction or loss of income as a 
result of illness, maternity, unemployment, dis­
ability, old age or death, as well as occupational 
risks; 

(f) funding for social protection varies depending on 
the type of protection and is raised by means of 
taxes, mainly VAT, together w i th contributions 
f rom workers and employers; 

(g) supplementary protect ion is provided for and 
encouraged. 

The three other parties sitting in Parliament have 
presented further draft outline laws which are now 
under study for final approval before entering into 
legislation. 

AGREEMENT BETWEEN THE GOVERNMENT 
A N D THE SOCIAL PARTNERS 

The fol lowing measures have been developed in 
connection with the above agreement: 

a review of unemployment protection, the most 
innovative measure of which will be the creation 
of a partial-unemployment allowance for unem­
ployed people benefiting f rom an allowance 
who take a part-time job; 

a review of old-age protect ion: workers who 
have contributed for more than 30 years wil l be 
entitled to a pension reduced by a technical fac­
tor. Furthermore, the value of the pension will 
be increased for workers who , despite being 
eligible for a full pension at the age of 60, apply 
for this only after the age of 66; 

a review in order to reduce contribution rates, 
under certain conditions specific to the activity 
or to the type of benefits under the scheme. 

PLANNED MEASURES 

To increase benefits 

Family benefits have been raised to a value above 
the expected rate of inflation. 

Wi th regard to pensions, in addition to the annual 
update, a further exceptional increase has been 
adopted for the minimum amounts of pensions cor­
responding to at least 15 years of contributions. 

The amounts vary depending on the length of the 
contributory period (fixed percentage of the mini­
mum wage, reduced by the amount of contr ibu­
tions paid by the worker) . 

Maternity allowance 

Maternity protection has been increased. The dura­
tion of the allowance is I 10 days in 1999 and 120 
days as f rom 2000. 

In the case of twins, the protect ion period is 
increased by 30 days, as f rom the second child. 

The parents' entit lement to special leave to care for 
children has been increased f rom six months to t w o 
years, and f rom six months to four years if the child 
is handicapped or suffers f rom a chronic illness. 

If the child suffers f rom a serious handicap or 
chronic illness, the father or mother taking the 
leave is eligible for a special allowance. 



FINLAND 
-The government entered into its fourth and last 
-year in 1998. Facing parliamentary elections in 
[[March 1999, no major changes were made, thus 
-wo rk concentrated on finalising the reforms that 
-have been made in the last few years. The govern­
ment continued its wo rk in order to streamline the 
social security schemes and thus reach savings in 
expenditure, to create a better coordination of the 
different schemes and a system where w o r k is 
always more profitable than relying on social secu­
rity benefits. 

UNEMPLOYMENT INSURANCE 

Unemployment coverage was reformed in 1997 to 
promote re-entering into wo rk and taking up both 
short and part-time work . In connection to this the 
financing of the scheme has been reformed in 1998 
wi th the new system coming into effect f rom I Jan­
uary 1999. The new system aims at clarifying finan­
cial responsibility, stabilising premium levels and 
opening the opportuni ty to create a buffer fund. 
According to the new scheme the State finances (as 
before) the basic unemployment allowances 
(payable to those non-members of unemployment 
funds) and the corresponding part of earnings-relat­
ed benefits, w i th the employers and employees 
financing the rest. Earlier the State contributed wi th 
a given percentage of all costs. In the new scheme, 
the State will not further finance the costs for child 
increases and the earnings-related daily allowances 
paid to employees temporari ly laid off or to those 
(aged) long-term unemployed, who are entitled to 
allowances during an additional period f rom age 57 
(previously 55) to age 60, until unemployment pen­
sion becomes payable. Entitlement to this addition­
al period requires that allowances have been paid 
for the maximum 500 days and that the beneficiary 
has reached age 57 before the end of this period. 
These costs wil l be paid by employers and employ­
ees only. The immediate changes are rather insignif­
icant, but in the long run the costs of the State are 
expected to be reduced. 

The employees' unemployment premium, collected 
on a temporary basis since 1993, turned into a per­
manent regulation and is used to finance both earn­
ings-related benefits and part of the basic 
allowances, proport ional ly divided among fund 
members and non-members. 

One of the reform's main targets is to enable the 
setting up of a buffer reserve wi th in the scheme 
that enables more stable premiums and the balanc­
ing of structural fluctuations wi th in the scheme. 
This buffer is funded by premiums collected f rom 
employers and employees. 

PROMOTING EMPLOYMENT OF THE 
AGED/ELDERLY 
In accordance w i th the targets laid down in the 
employment guidelines, measures to promote 

employment for aged unemployed have been car­
ried out. In 1997 a service programme for aged, 
long-term unemployed was introduced as on pilot 
project, and enlarged to cover the whole country in 
1998. The particular needs and skills of each indi­
vidual are taken into account, and an individual pro­
gramme package is developed consisting of both 
education programmes, training and rehabilitation. 
Should a person in fact be disabled to a degree 
giving enti t lement to a pension, the pension 
applications are put forward. This programme is 
carried out by the National Social Insurance 
Institution (Kela) in cooperation wi th the employ­
ment services. 

To make short-time work more attractive the pen­
sion rules for people aged over 55 years were tem­
porarily modified f rom I July 1998. According to 
the new rules the pension rights already accrued 
are safeguarded, thus giving a higher overall pension 
even when the salary level of new employment is 
lower than the previous one. These modified rules 
stay in effect until 31 December 2000. 

Temporary reduction of the age limit for part-time 
pensions: early retirement is high and considered a 
serious problem. In order to diminish the pressure 
on early retirement schemes the age limit for part-
t ime pensions was reduced f rom 58 to 56 years 
f rom I July 1998. The lower age limit remains in 
force until 3 I December 2000. 

Continuation of national five-year programme for 
ageing workers: the national programme for ageing 
workers 1998—2002, a five-year programme 
focusing on improvement of employability, employ­
ment situation and w o r k willingness of the ageing 
and aged, has been continued. During autumn 1998 
special emphasis was set on training and education 
programme designs and the role of SMEs (small and 
medium-sized companies). As part of the pro­
gramme related research and pilot projects are 
being carried out. 

REFORM OF THE SOCIAL ASSISTANCE 
SCHEME 

The reform of the Social Assistance Scheme brought 
a new Social Assistance law into effect f rom I March 
1998. The most important change is the propor­
tional self-risk (7 % ) in housing costs that hence­
forth has to be carried by the benefit recipient. The 
aim is to encourage recipients to take an active 
interest in their housing costs. The amount paid to 
children over 18 years living wi th their parents was 
reduced for those not in training or education. Fur­
ther the amounts paid to younger children were 
slightly reduced. The target was to adjust the inter­
nal balance of benefits paid f rom the social assis­
tance, compared wi th other benefits and low 
income. 



CHANGES IN FINANCING OF SOCIAL 
SECURITY 

Social insurance is financed by contributions paid 
by employers and insured persons as well as by 
general revenue. No major changes in the financing 
principles took place in 1998. Even the contribu­
tion levels remained almost constant, still aiming at 
maintaining or reducing the overall level of contri­
butions levied on salaries. 

Contributions 

Employers/private sector 
(% payroll) 

National pension 

Sickness insurance 

Employment pension 
(average) 

Unemployment insurance 
(payroll max FIM 5 000 
million/exceeding part) 

Employees/insured 

Sickness insurance 
(% taxable income) 

— increase for income 
> FIM 80 000/year 

— increase for 
pension income 

Employment pension 
(% salary) 

Unemployment insurance 
(% salary) 

1997 

2.40-4.90 

1.60 

16.70 

1.00-4.00 

1.90 

0.45 

3.00 

4.50 

1.50 

1998 

2.40-4.90 

1.60 

16.80 

0.90-3.90 

1.50 

0.45 

2.70 

4.70 

1.40 

1999 

2.40-4.90 

1.60 

16.80 

0.90-3.85 

1.50 

— 

2.40 

4.70 

1.35 

EMU AND THE EURO 

The introduction of the euro has started. In social 
security (schemes) all payments will continue in 
Finnish markka until 2002. In general, however, the 
possibility to pay benefits and receive premiums in 
euro (e.g. to and from abroad) exists. In addition 
enterprises can change to euro in their accounting 
from I January 1999, if they wish. The changes 
necessary in the fields of social security legislation, 
data programs and registers are studied in several 
working groups. Preliminary results are expected 
during 1999. 

SWEDEN 

_ln April 1998 the government presented a bill to 
-Parliament on income-related old age pensions. 
"The present rules on basic pensions, national sup­
plementary pensions, partial pensions and pension 
supplements will gradually be replaced by a single 
old age pension system. Old age pensions will be 
kept separate from social insurance and be treated 
as a separate class of insurance. 

The reformed pension system will be compulsory 
and will be administered by the social insurance 
offices, the National Social Insurance Board and 
the Pre-funded Pensions Administration. 

Pension rights will accrue for 18.5 % earnings dur­
ing a person's entire working life (the lifelong earn­

ings principle). This is a basic element of the 
reform. Pensions will correspond to the value of all 
paid-in pensions contributions. Qualification for 
pension rights will start at the age of 16. There will 
be no upper age limit. 

All income after deduction of basic contributions 
will be pensionable. However, only income up to a 
limit of 7.5 times the basic amount will carry pen­
sion rights. As of I January 2002, the limit will be 
adjusted upwards to take care of the general earn­
ings trend. Contributions will be paid on all pen­
sionable earnings and other amounts received. 

Pensions will be financed by contributions amount­
ing to 18.5 % of income. The question of how 



much of this contribution will be paid by employers 
and how much by employees still remains to be 
solved. The aim is to divide the amount equally 
between employer and employee. 

Pensions to persons who due to childcare or on 
national service will be calculated on a notional 
amount. This notional income is called the pension­
able amount. It will be calculated as a supplement 
on top of the actual income. The contributions for 
pensionable amounts will be paid in by the State or 
the relevant social insurance system. 

The lion's share of the pension contributions 
(16 %) will be used to finance pensions to eligible 
recipients during the same year, that is an ordinary 
pay-as-you-go system. Pension rights correspond­
ing to paid-in contributions will be registered for all 
individuals. The aggregate pension contributions 
will represent the net claim and will be adjusted 
upwards every year in accordance with the general 
earnings trend. When a person retires, this will rep­
resent his or her aggregate adjusted pension rights 
under the system. 

The remainder (2.5 %) will be funded and will 
carry interest in an individual pre-funded pension 
account. Pensions from this part of the system are 
called pre-funded pensions. 

The new pension system will be introduced gradu­
ally. Persons born before 1938 will get national sup­
plementary pensions from the old system and no 
income-related pension from the new system. 
Those born in the period 1938-53 (the transitional 
generation) will get part of their pension from the 
old system and part of it from the new system. The 
proportions depend on a person's year of birth. 
People born in 1954 or later will get all their pen­
sion from the new system. 

The law on income-related old age pension should 
come into force from 1999 and the first payments 
from the new system will be made in January 2001. 

In 1998 a report on survivors pensions was pre­
sented to the Minister for Social Insurance. The 
proposals in the report were supposed to adapt the 
rules on survivors pensions to the new old age pen­
sion system. Every benefit is supposed to be 
income-related. Child pension, adjustment pension 
and special survivors pension are supposed to be 
related to the lifetime earnings of the deceased and 
are to be calculated on his/her aggregated pension 
rights in the new old age pension system. Widows 

pensions will be calculated as at present on the sup­
plementary pension of the deceased. Income-relat­
ed survivors benefits will be completed with a guar­
antee pension replacing the present basic pension. 

The implementation group has been working on 
the implementation of the new rules for several 
years. There are still some problems to be solved. 
New rules on housing allowance related to the new 
old age pension system are to be created as well as 
transitional rules for persons with pensions from 
the old system. 

Disability pensions are also influenced by the new 
old age pension system. New principles for disabil­
ity pensions have therefore been decided upon by 
Parliament. Those principles relate disability pen­
sions more closely to sickness insurance in order to 
strengthen the efforts to rehabilitate persons hit by 
sickness or disability. A special committee is work­
ing on a reform of the sickness insurance and the 
disability pensions according to the principles set 
down in the parliamentary decision. 

In 1998 the recovering Swedish economy made it 
possible to introduce some reforms. 

The child allowance was raised and at the same 
time additional child allowance was reintroduced. 

The compensation rate in the parental insurance 
and the sickness insurance was raised from 75 to 
80 % of the income loss. 

The compensation rate from the housing allowance 
for pensioners was also raised. 

Sweden has gone through a period with a very dif­
ficult economic situation. Large budget deficits 
were common for a couple of years. In order to 
solve the problems, the government had to make 
severe cuts in the State budget. As social security 
costs represent almost 20 % of the GNR the social 
security budget could not remain unaffected. It is 
important to create systems which can survive and 
maintain reasonable benefits also during economi­
cally hard times. 

Therefore, the ambition must be to create stable 
security systems. The new pension system is a good 
example of such a system. The aim is now to cre­
ate systems that are similarly stable in other areas 
of social security. 



UNITED KINGDOM 
-INTRODUCTION 

-During the reference period, work continued 
"apace on the overall review of the UK welfare 
state in line with the government's commitment 
to promote work incentives, reduce poverty and 
welfare dependency, and strengthen family life. 
The year was marked by the publication of a series 
of consultation Green Papers. These set out the 
government's proposals on the reform of pen­
sions and disability benefits, changes to survivors' 
benefit and the groundbreaking introduction of 
new work-focused interviews for benefit claimants 
and the creation of new stakeholder pensions. 
Many of the proposals have been included in the 
Welfare Reform and Pensions Bill, which was pub­
lished in February 1999. Detailed information on 
the Bill, will be included in next year's report. The 
current report, therefore, concentrates on the 
proposals published in the Green Papers. 

WELFARE REFORM 

The government is committed to reforming and 
modernising the British social security system in a 
coherent and principled way that promotes fair­
ness and opportunity. In March 1998, it published a 
consultation Green Paper New ambitions for our 
country: A new contract for welfare which out­
lined their philosophy for the welfare State: 'work 
for those who can, security for those who cannot'. 

The Green Paper advocates reforming welfare on 
the basis of a new contract between citizen and 
government, based on a welfare State from which 
everyone benefits, but on terms that are fair and 
clear. The Green Paper also, for the first time, sets 
out a series of success measures to be achieved 
over the next 10 to 20 years. For example, by the 
end of the process of reform, the results that the 
government expects to achieve include: 

— a reduction in the proportion.of working age 
people living in workless households; 

— a guarantee of decent income in retirement for 
all; 

— an increase in support from tax and benefit sys­
tems going to families with children; 

— clearer gateways for eligibility for all types of 
benefit; 

— increased customer satisfaction. 

Since March 1998, a further series of consultation 
Green Papers has been published in support of 
these aims. Details are included below. 

RETIREMENT PENSIONS 

A wide-ranging consultation Green Paper — A new 
contract for welfare: partnership in pensions — was 
published in December 1998. The Green Paper 
outlines a number of proposals relating to the 
future of both State and supplementary retirement 
pensions. The main proposal is that the (second-
tier) State earnings related pension scheme 
(SERPS) should be abolished and replaced by a 
State second pension (SSP), aimed at enhancing the 
retirement income of people on low pay or those 
not working because of caring responsibilities. This 
is in line with the government's aim of ensuring 
that everyone has the opportunity to achieve a 
decent income in retirement, to enable those who 
can make better provision for their own retire­
ment to do so and to provide security for those 
who cannot. The Green Paper includes the follow­
ing proposals: 

— the (first-tier) basic State pension would be 
retained as a universal, contributory, non-means 
tested system, increasing in line with prices; 

— SERPS would be replaced from April 2002 by the 
new State second pension, offering a significant 
rise in the pensions of those earning less than 
GBP 18 000 a year; 

— low-cost, flexible, funded 'stakeholder pensions' 
would be introduced for those earning between 
GBP 9 000 and 20 000 a year and who are 
not in company pension schemes. It is anticipat­
ed that these voluntary pensions would supple­
ment the basic State pension and the State sec­
ond pension; 

— people would receive an annual pension state­
ment, bringing together pension entitlements 
from all the different sources (i.e. State pen­
sions, stakeholder pension and personal/occu­
pational pension) and showing the retirement 
income they can expect to receive when they 
retire. 

The government has also announced a GBP 
2 500 million package for current pensioners, 
including a new minimum income guarantee from 
April 1999 of GBP 75 a week for single pensioners 
and GBP I 16.60 a week for couples through the 
means-tested income support scheme. Other 
measures include an annual 'winter fuel payment' 
of GBP 20 for all eligible pensioner households 
(GBP 50 for those getting Income Support) and 
free sight tests for all pensioners from April 1999. 

SURVIVOR'S BENEFITS 

A consultation Green Paper A new contract for wel­
fare: Support in bereavement was published in 
November 1998. This outlines the modernisation 
of benefits for widows and widowers. The main 
proposals include the following: 



— equality of treatment between men and 
women, making the same bereavement bene­
fits available to both; 

— increasing the State lump sum death benefit 
from GBP I 000 to GBP 2 000; 

— introduction of a widowed parent's allowance 
(equivalent to the current 'widowed mother's 
allowance'), which would be payable to wid­
owed parents until the youngest child in the 
family ceases full-time education; 

— widows and widowers aged 45 and over with­
out dependent children would receive a week­
ly bereavement allowance for six months only. 

These proposals, which are expected to take effect 
from April 2001, will not affect existing widows. 

DISABILITY BENEFITS 

In response to growing concerns that the present 
system of State disability benefits was failing in its 
main objective of providing the most help to those 
with the greatest need, the government published 
a consultation Green Paper A new contract for wel­
fare: Support for disabled people in October 1998. 
This outlines plans to provide greater security for 
disabled people with the greatest needs, and 
greater help and encouragement to disabled peo­
ple who can work. Some of the key proposals 
include: 

— reforming the non-contributory severe disable­
ment allowance so that people disabled before 
the age of 20, who did not have the chance to 
work, will get a higher rate of benefit; 

— the restructuring of the disability benefit system 
to provide a new disability income guarantee 
for severely disabled people under the age of 60 
with the highest care needs. This will give single 
people a guaranteed income of at least GBP 128 
a week and couples GBP 169 a week through 
the means-tested income support system; 

— reforming the 'all work test' for incapacity ben­
efit into a kind of 'employability' test in order to 
shift the emphasis from what claimants cannot 
do to what they can do; 

— requiring people with a long-term illness or dis­
ability claiming incapacity benefit to have an 
interview with a personal job adviser. The advis­
er will help the disabled person plan how he or 
she can achieve independence, and to ensure 
that the right benefits are being paid. This is 
part of the new 'single work focused gateway' 
approach to social security benefits — see para­
graph 9 below. 

In October 1999, the current means-tested disabil­
ity working allowance — cash 'in-work' benefit for 
disabled people — will be replaced by the disabled 

person's tax credit. This will be a system of payable 
tax credits administered by the Inland Revenue. It 
will provide an incentive to work by ensuring that 
sick and disabled people on a low income are bet­
ter off in work than out of work. 

FAMILY BENEFITS 

The working families tax credit (WFTC) 

Proposals to replace the current means-tested 
family credit (a cash benefit) by the WFTC from 
October 1999 were announced in the March 1998 
Budget. The WFTC will be a payable 'tax credit' 
which will provide GBP 4 200 million a year of help 
to around 1.4 million working families. The Inland 
Revenue will administer WFTC and it will be 
payable through the employee's wage packet from 
April 2000. 

The WFTC will make work pay for families with 
children. It will improve work incentives, encour­
aging people without work to move into employ­
ment, and helping people in relatively low-paid 
jobs to move up the earnings ladder. 

The WFTC is central to the government's major 
programme of tax and benefit reform and repre­
sents an important step towards greater integra­
tion of the tax and benefits systems. It is accompa­
nied by radical changes to the National Insurance 
system (see paragraph 10 below). The govern­
ment's strategy to help people move off welfare 
and into work will be supported by a minimum 
wage from April 1999. The introduction of the 
WFTC will make work pay by: 

— raising incomes: a working family with two 
young children, earning GBP 200 a week (the 
average wage for someone moving from unem­
ployment into full-time work), will be more 
than GBP 23 a week better off as a result of this 
measure; 

— providing a guaranteed minimum income for 
working families, over and above the minimum 
wage; 

— lowering the tax burden on working families by 
raising the point at which in effect they begin to 
pay income tax; and 

— reducing the stigma associated with in-work 
support and demonstrating the rewards of 
work. 

CHILDCARE 

The government is developing a national childcare 
strategy to help parents, especially mothers, to bal­
ance family and working life. The aims is to ensure 
that good quality, affordable childcare for children 
up to the age of 14 is available in every neighbour­
hood in England. Similar strategies are being devel­
oped for Scotland and Wales. 



A consultation Green Paper Meeting the childcare 
challenge was published in May 1998. This outlines 
three steps to the national childcare strategy: 

— raising the quality of childcare, including the 
establishment of 25 new early excellence cen­
tres. (These provide an integrated approach to 
early education and childcare provision and 
support services for parents and families.); 

— making childcare more affordable, w i th a new 
childcare tax credit f rom 1999 for working fam­
ilies on low incomes. This will provide help wi th 
70 % of childcare charges up to a limit of GBP 
100 a week for a family wi th one child, and up 
to GBP 150 a week for a family w i th t w o or 
more; 

— making childcare more accessible, w i th more 
places from a greater variety of providers, sup­
ported by GBP 300 million f rom 1998 to 2002. 

CHILD SUPPORT 

fits and tax credits, training, housing and other gov­
ernment services in one place. They will be given a 
personal adviser who wil l help them plan a route 
back to independence, whi le also ensuring that 
they receive the benefits to which they are enti­
t led. 

Phase 2: From November 1999, this approach 
will be extended in four other areas, by using call-
centres to help people make their first contact 
wi th the benefits system. In another four areas, the 
private and voluntary sectors wil l be invited to 
offer their own innovative solutions. 

Phase 3: From April 2000, (subject to legislation) 
new claimants wil l be required to take part in an 
interview w i th a personal adviser to talk about 
their prospects of finding work ; this requirement 
will initially be implemented in the pilot areas and 
wi l l be introduced in ways that take account of 
individual circumstances. 

FINANCING 

In July 1998, a consultation Green Paper Children 
first: A new approach to child support was published 
which outlines a radical reform of the child support 
system. The government intends to ensure that 
more parents w i th care responsibilities receive 
regular maintenance for their children f rom the 
absent parent. 

BENEFIT ADMINISTRATION 

Currently, people enter the benefit system in a 
variety of ways and through different routes 
depending on the benefit claimed. This is inefficient 
and causes confusion for claimants. Information for 
different benefits has to be provided to different 
agencies, in different locations and at different 
times. In order to address these problems, the 
government published a consultation Green Paper 
A new contract for welfare: A gateway to work in 
October 1998. This outlines proposals to intro­
duce a more streamlined and efficient benefit sys­
tem in which there is a single point of access to 
welfare, and in which everyone who has the poten­
tial to work is provided wi th help to find it. 

This approach, the 'single work-focused gateway', 
will bring together the Employment Service, Bene­
fits Agency and other welfare providers (including 
local authorities who administer housing support 
and the Child Support Agency) at a single point of 
contact. All new claimants of working age will have 
a personal adviser to guide them through their 
options. Modern technology will be used — includ­
ing call-centres — to make the process as quick and 
efficient as possible. The objective is to forge an 
entirely new culture, which puts work first and is 
based on a modern, integrated service for all. The 
'single gateway' will be piloted in three phases: 

Phase I : From June 1999, in four areas of the 
country, people of working age who claim benefits 
will be able to access information on work, bene-

The government is introducing the biggest reform 
of the National Insurance contribution system for 
over 20 years. The radical package of measures, 
which were announced in the March 1998 budget, 
wi l l improve w o r k incentives and encourage job 
creation. The key measure involves a change in the 
National Insurance contribution structure. 

A t present, once people earn the lower earnings 
limit (LEL), or GBP I above, — GBP 64 a week in 
1998/99 — they have to pay National Insurance (NI) 
contributions on the whole of their earnings. 
Under the changes announced, employees wil l no 
longer have to pay NI contr ibutions on earnings 
below the LEL f rom April 1999. In the longer term, 
once measures can be put in place to protect ben­
efit ent i t lement, the point at which employees 
begin to pay NI contributions will be aligned wi th 
the single person's allowance for income tax. 

For employers there wil l be a similar change: 
removing the liability to pay NI contributions on 
earnings below the LEL and aligning the point at 
which they start to pay contributions wi th the sin­
gle person's allowance for income tax. This means 
that f rom Apri l 1999, liability for the employer's 
share of contr ibutions wi l l arise only on their 
employees' earnings over GBP 83 a week. In addi­
t ion, the current system of multiple NI contr ibu­
tion rates for employers wil l be replaced wi th a sin­
gle rate. 

ORGANISATION 

The Contributions Agency — which is responsible 
for ensuring compliance wi th the law on National 
Insurance (NI) contributions, maintaining contribu­
tors' NI records and providing Nl-related informa­
tion to the Benefits Agency — wil l be transferred 
to the Inland Revenue in Apri l 1999. This measure 
wil l facilitate closer alignment of income tax and 
NI . 



Merging both organisations will provide customers 
with a single point of contact for tax and National 
Insurance matters. It will also ensure the services 
are provided more efficiently and effectively. 

REVIEW OF BENEFIT RATES 

Benefit rates were reviewed with effect from April 
1998 with reference to movements in retail prices. 
Contributory benefits (e.g. retirement and wid­
ows' pensions, incapacity benefit, etc.) were 
increased by 3.6 %. Income-related benefits (e.g. 
income support, family credit, housing benefit, etc) 
were increased by 2.4 %. 

RECENT LEGISLATIVE CHANGES 

The Social Security Act 1998 received Royal Assent 
in May 1998. The Act will: 

help people to move from welfare into work by 
increasing take-home pay and encouraging 
employers to create jobs; 

ease the administration of National Insurance 
for employers by simplifying the system and 
aligning it more closely with income tax rules; 

simplify and streamline the way decisions and 
appeals are handled, enabling the department 
to deliver a better service to the public; 

reduce waiting times for appeals; 

equalise the rate of child benefit for new lone 
parents with that for couple families. 
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