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In 2006, gross expenditure on social protection accounted for

26.9% of GDP in the EU-27

The countrieswith the highest ratios of expenditure
as per centage of GDP spent morethan twice as
much asthethree countrieswith the lowest ratios.

Social protection benefits are the lar gest component
of total expenditure and, between them, old-ageand
survivors benefits predominate (46.2% of total
benefitsin EU-27).

Different countries have markedly different systems
for financing social protection, depending on
whether they favour social security contributions
(58.9% of total receiptsat EU-27 level in 2006) or
gener al gover nment funding (37.6% for EU-27).

Figure 1: Total expenditure on social protection as %GDP in EU, 2006
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26.9% of GDP was spent on social protection in 2006

In 2006, gross average expenditure on social protection
(see methodol ogica notes) accounted for 26.9% of GDP
in the EU-27 countries and 27.0% in EU-25 (see Table
1).

The countries with the highest ratios spent (in relation to
GDP) more than twice as much as the three countries
with the lowest ratios, namely the Baltic countries.

In 2006, the EU-27 countries with average or above-

average ratios (seefigure 1) represented 39.5% of the
EU population. Out of them the group with more than
29% (France, Sweden, Belgium, the Netherlands and
Denmark) accounted for 21.2% of al EU inhabitants.

Those spending between 21% and 26.9% of their GDP
on socia protection (Italy, United Kingdom, Finland,
Portugal, Greece, Sloveniaand Hungary) accounted for
32.1%. Countries that spent less than 21% of their GDP
on socia protection (Spain, Luxembourg, Poland,
Czech Republic, Cyprus, Irdland, Malta, Slovakia,
Bulgaria, Romania, Lithuania, Estoniaand Latvia)
represented only 28.4% of the EU population. Iceland,
Norway and Switzerland are not included in these
calculations.

There is a big difference between countries in terms of their per capita expenditure on

social protection (in PPS*)

If social protection expenditureis expressed in terms of
per capita PPS (purchasing power standards), the
differences between countries are more pronounced (see
Figure 2).

Within the EU-27, Luxembourg™ had the highest
expenditure in 2006 (13 458 PPS per capita), followed
by the Netherlands and Sweden (with around 9 000 PPS
per capita). The average value in these three countriesis
between 5 and 8 times higher than in the five EU
countries with the lowest expenditure, i.e. Romania,

Bulgaria, Latvia Lithuania and Estonia (with values
between 1 277 and 1 976 PPS per capita).

Of the countries outside the EU-27, expenditureis
highest in Norway (9 901 PPS), with only L uxembourg
being higher.

The disparities between countries are partly related to
differing levels of wealth, but they also reflect
differencesin socia protection systems, demographic
trends, unemployment rates and other social,
institutional and economic factors.

Figure 2: Expenditure on social protection in PPS* per capita, 2006
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* Purchasing power standards (PPS): unit independent of any national currency that removes the distortions dueto price level differences. PPSvalues are derived
from purchasing power parities (PPPs), which are obtained as weighted averages of relative price ratiosin respect of a homogeneous basket of goods and services,

comparable and representative for each Member Sate.

1  Luxembourgisa special casein that a considerable proportion of benefits are paid to people living outside the country (primarily
expenditure on health care, pensions and family benefits). If this particular featureisleft out of the calculation, expenditure fallsto

approximately 11 008 PPS per capita.
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The level of expenditure per person (expressed in PPS) varies markedly between
countries that have a low-to-medium level of expenditure as percentage of GDP

Thereisapositive correlation in genera between the
expenditure on social protection expressed asa
percentage of GDP and in PPS per capita (see figure 3).

Thisisespecidly true for the group of countries (Latvia,
Estonia, Lithuania, Romania, Bulgariaand Slovakia)
with the lowest levels of GDP aimed to socid protection
(in the graph the countries below the level of 17.5%) and
for the group (Switzerland, Austria, Germany, Denmark,
Netherlands, Belgium, Sweden and France) with the
highest levels (in the graph the countries above the line
at 26.9%).

Nevertheless, the level of per person expenditure
(expressed in PPS) varied considerably for countries that
tend to have alow-to-medium level of expenditure asa

percentage of GDP directed to socia protection
(between 17.5% and 26.9%, the vaue for EU-27). In
such cases, even though countries have asimilar level of
expenditure in terms of GDP, their levels of per capita
expenditure (expressed in PPS) differ markedly
(horizontd reading of thefigure). Thisisthe case of the
following groups. 1. Poland, Malta, Czech Republic,
Cyprusand Irdland, 2. Spain, Iceland and L uxembourg,
and 3. Hungary, Sloveniaand Norway. In these groups
high dispersion in per capita expenditure should be
interpreted in the light of the different combinations of
levels of expenditure on socia protection, levels of GDP
and population.

Figure 3: Expenditure on social protection as %GDP and PPS* per capita, 2006
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In 2006 social protection expenditure as a percentage of GDP decreased for the first

time since 2003

Figure 4: Expenditure as % GDP and rates of change in expenditure and GDP, EU25
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Table 1: Expenditure on social protection (as % of
GDP)

2000 2001 2002 2003 2004 2005 2006
EU 27 : : : : : 27.1 26.9
EU 25 26.5 26.7 27 273 27.2 27.3 27
EU 15 26.8 27 27.3 27.7 27.6 27.7 275
EA 15 26.7 26.8 27.4 27.8 27.7 27.8 27.5
BE 26.5 273 28 29.1 29.3 29.7 30.1
BG : : : : : 16 15
cz 19.5 19.4 20.2 20.2 19.3 19.1 18.7
DK 28.9 29.2 29.7 30.9 30.7 30.2 29.1
DE 29.3 29.4 30.1 304 29.8 29.7 28.7
EE 14 13.1 12.7 12.6 13 12.7 12.4
IE 13.9 14.9 175 17.9 18.2 18.2 18.2
EL 235 24.3 24 23.6 235 24.3 24.2
ES 20.3 20 20.4 20.6 20.7 211 20.9
FR 29.5 29.6 30.4 30.9 313 314 31.1
IT 24.7 24.9 253 25.8 26 26.3 26.6
CcY 14.8 14.9 16.3 18.4 18.1 18.4 18.4
Lv 15.3 14.3 13.9 13.8 12.9 12.4 12.2
LT 15.8 14.7 14 135 13.3 13.1 13.2
LU 19.6 20.9 21.6 221 22.2 21.7 20.4
HU 19.3 19.3 20.4 211 20.8 21.9 22.3
MT 16.9 17.8 17.8 18.2 18.6 18.4 18.1
NL 26.4 26.5 27.6 28.3 28.3 27.9 29.3
AT 28.4 28.8 29.2 29.7 29.3 28.8 28.5
PL 19.7 21 211 21 20.1 19.7 19.2
PT 21.7 22.7 23.7 241 24.7 254 25.4
RO 13.2 13.2 13.4 12.6 15.1 14.2 14
Sl 24.2 245 24.4 23.7 234 23 22.8
SK 19.4 19 19.1 18.2 17.2 16.7 15.9
Fl 25.1 24.9 25.6 26.5 26.6 26.7 26.2
SE 30.1 30.8 31.6 325 32 315 30.7
UK 26.4 26.8 25.7 25.7 25.9 26.3 26.4
IS 19.2 19.4 21.2 23 22.7 21.7 21.2
NO 24.4 25.4 26 27.2 259 23.8 226
CH 26.9 27.6 28.5 29.1 29.3 29.3 28.4

Source: Eurostat-ESSPROS

In EU-25 and EU-15, aswell asin EA-15,
expenditure on social protection as a percentage of
GDP rose continuously between 2000 and 2003 (see
Table 1).

Since 2003 the ratio has remained fairly stable; it
contracted significantly in 2006, but the level still
remained above that recorded in 2000. Asillustrated
in figure 4 for EU-25, this most recent contraction is
the result of significantly faster growth in GDP than
inthelevel of expenditure on socia protection.
Between 2002 and 2006, expenditure on social
protection as a percentage of GDP in the EU-25 was
about 0.4 - 0.5 percentage points lower than in the
euro zone (EA-15), since EU-25 includes a number of
non-euro countries with low values for theratio. In
most cases these are countries that have continued to
show strong GDP growth since 2000 (i.e. Estonia,
Latvia, Lithuania, and, to alesser extent, Slovakia);
for most of them the share of social protection
expenditure in GDP during these six years has
therefore generally decreased.

Between countries with strong GDP growth, Romania
experienced levels of expenditure on social protection
growing faster than GDP.

After the 2001-2002 peak (2.7%), the growth rate in per capita expenditure at constant
prices remained stable over the period 2003-2006 (1.6%)

Table 2: Expenditure on social protection per capita
at constant prices (annual rate of growth)

2001 | 2002 | 2003 | 2004 | 2005 | 2006 Annual average of
2000 2001 2002 2003 2004 2005 | growth for 2000-2006

EU 27 : : : : : 16 :
EU25| 25 27 24 16 1.6 1.6 1.9
EU15| 24 26 23 1.6 15 15 18
EA15| 2.0 3.2 1.7 1.0 1.1 1.2 15
BE 3.2 4.3 4.6 3.0 2.0 3.2 3.4
BG : : 24

cz 3.4 7.7 5.1 11 4.0 3.2 4.1
DK 1.8 23 4.5 2.6 13 0.2 2.0
DE 0.9 22 0.7 -1.4 0.2 1.1 0.2
EE 0.3 5.8 10.7 | 13.2 8.1 11.3 8.1
IE 126 | 224 4.1 4.6 4.8 4.8 8.7
EL 8.0 26 3.8 4.4 5.6 3.6 4.6
ES 1.8 4.4 3.8 2.3 4.6 2.0 3.2
FR 18 4.4 22 2.7 1.8 11 23
IT 3.1 1.9 15 13 1.0 1.4 17
cYy 4.9 8.6 14.2 1.7 3.2 2.7 5.8
Lv 13 5.8 7.2 25 7.9 145 6.5
LT 2.7 26 6.8 8.9 125 | 12.2 6.6
LU 5.9 8.2 6.7 3.1 29 17 4.7
HU 43 148 | 10.1 2.9 8.3 6.4 7.7
MT 26 3.7 3.2 16 2.0 16 2.4
NL 22 4.4 22 1.9 0.4 7.9 3.1
AT 16 3.1 15 0.5 0.2 15 1.4
PL 8.2 13 33 18 23 4.0 35
PT 6.3 5.0 0.4 3.5 3.1 0.6 3.1
RO 8.0 10.6 6.6 313 3.2 12.2 116
Sl 4.8 33 0.2 2.9 21 3.9 29
SK 0.7 6.2 1.3 -1.7 2.8 16 14
FI 22 35 5.0 3.4 2.6 23 3.2
SE 3.0 4.6 4.9 1.4 1.0 17 2.8
UK 3.9 1.0 37 3.9 2.8 2.6 2.6
IS 4.4 9.4 9.3 4.7 21 12 51
NO 53 0.1 5.0 2.7 1.0 22 2.7
CH 3.2 24 1.9 2.2 1.4 0.2 1.9

Source: Eurostat

Note: See methodological notes for details on the calculations

4

In EU-25, per capita social protection expenditure at
constant prices has increased since 2000 by an
average of 1.9% per annum (see Table 2). In EU-15
(1.8%) and EA-15 (1.5%), the average calculated
over the same period (2000-2006) was less than for
EU-25.

Within the period under review, per capita expenditure
(at constant prices) on social protection in the EU
increased between 2001 and 2002 by the highest year-
on-year rae, i.e. 2.7% at EU-25 level; thelevel was
lower for EU-15 (2.6%) and higher for EA-15 (3.2%);
2002 was the only year in which countries outside the
euro-zone raised the level of per capita benefits by more
than in the euro-zone.

After the strong decrease in 2004, annual rates of growth
remained fairly stable for al aggregates.

The trends shown in Table 2 can be explained by a
combination of factors, chiefly adjustmentsto socia
benefits and legd changesin the socia protection
systems. Other possible factorsto explain these trends
include the quality of the 2006 preliminary data.

The specific annual averages of countries are affected by
the year-on-year rates, according to different time
patterns.
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On the one hand, the particularly marked increase
recorded between 2001 and 2002 in Ireland? (22.4%)
and Hungary® (14.8%) explained the high average of
these countries, namely 8.7% and 7.7% respectively. In
Cyprus’ the 2002-2003 rate (14.2%) showed the most
significant increase, pushing up the average (5.8%). In
Estonia® and Romania’® there were remarkably positive
high rates between 2003 and 2004 and between 2005
and 2006 that helped to rank these countries among
those with the highest averages (8.1% and 11.6%,
respectively). In Latvia’ and Lithuania® it ismainly in

thelast few years that the average rate (6.5% and 6.6%,
respectively) has been given a positive boost.

A more uniform pattern across the whole period under
review shows two other countries increasing their per
capitaexpenditure, but to alesser extent: Austria (1.4%)
and Italy (1.7%).

On the other hand, the negative rates recorded beginning
in 2004 in Germany, and between 2003 and 2005 in
Slovakia® reduced the averages of these countries to low
levels: 0.2% and 1.4% per year respectively.

Social protection benefits in EU-27 are the major component (96.2%) of total expenditure

The structure of expenditure on social protectionin
2006, for EU-27 is presented in Figure 5, showing the
relative importance of each of its components: socid
benefits (and between them the weighting of each of the
eight ESSPROS functions), administration costs and
other expenditure. Socia protection expenditure on
benefits goesto areas that either are not particularly
affected by the economic situation (such as health

benefits and pensions) or arein fact counter-cyclical
(unemployment or social exclusion).

Social Protection benefits are by far the largest
component of socia Protection expenditure, accounting
to atota of more than 96%.

Figure 5: Structure of social protection expenditure in EU27, 2006
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Old-age and survivors' benefits accounted for the major share of total benefits in 2006

In EU-27 in 2006 old-age and survivors benefits
accounted for the largest proportion of socia protection
benefits: 46.2% of total benefits (11.9% of GDP) (see
Table 3).

These benefits were particularly large in Poland with a

share of 61.2% of total benefits; thisfigure was, for the
first year, higher than that of Italy™® (60.5% of total
benefits), even though Italy keeps spending morein
terms of GDP (15.5%) and was aso the country with the
highest percentage of population aged 60 or over (an

The high 2001-2002 index depends on the fact that data for private occupational schemes (providing old age and survivors' pensions) are
available only starting from 2002. See also comments to table 4, benefits under old-age/survivors, sickness, disability and family functions.
See also comments to table 4, benefits under old-age/survivors functions.

See also comments to table 4, benefits under old age, disability and family functions.

See also comments to table 4, under disability and family functions.

The big increase in the annual rate of growth observed in 2004 as compared to 2003 can be explained by three main factors: changesin the
legislation according to which new social benefits came into force, increasing the level of social protection expenditures for some social
benefits and by enlarging the coverage of the social protection system according to the ESSPROS methodology (starting from 2002 a new
ESSPROS scheme providing income support was introduced). See also comments to table 4, benefits under old-age/survivors', sickness,
family and social exclusion functions.

See also comments to table 4, benefits under sickness function.

8 See also comments to table 4, benefits under disability function.

The reduction involves in both countries expenditure on benefits under many functions, see comments to table 4.

In Italv. such benefits al so include severance allowances (TFR - trattamento di fine ranporto). which partlv come under unempolovment.

o o A~ w

10
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average vaue of 25.1% in 2006 compared with 21.8%
in EU-27). Other countries that were significantly above
the European average were Bulgaria (52.9%), Malta
(52.8%) and Greece (51.3%). Bulgariaand Greece dso
had a high proportion of older people (around 23%).

Inlreland, by contrast, old-age and survivors benefits
accounted for around 27.4% of tota benefits (4.6% of
GDP). Thisis partly dueto the fact that the Irish
population isthe “youngest” in Europe: in 2006, 27.7%
of the Irish population were under 20 years of age
(compared with 22.2% in the EU-27), and barely 15.3%
were over 60.

The significant weight of young people in the structure
of the Irish population shifts the balance between
functionsin that country in favour of sicknesshealth
care (41.1% of total benefits). This function, on average,
represents the second most important function at EU

level, with a share of 29.2% of al benefits (7.5% of
GDP). In the Czech Republic and Romania, more than
onethird of expenditure on benefits went on
sickness/hedlth care. By contrast, in Denmark and
Poland, expenditure on hedth benefits accounted for
under 22% of the total benefits. It stood at lessthan
4% of GDPin Bulgaria, Estonia, Latviaand Poland.

In EU-27, the third function in terms of the share of total
benefits was family and children (8.0% of al benefits
and 2.1% of GDPin EU-27); the level in Luxembourg,
Ireland, Denmark, Hungary and Estoniawas equivalent
to 12% or more of total benefits. Outside EU, the same
wastruefor Iceland and Norway. On the other hand, in
Poland and Italy - the countries with the highest
incidence of old-age survivors benefits - these benefits
added up to lessthan 5% of total social benefits.

Table 3: Social benefits by function group in 2006 as % of total social benefits (TSB) and as % of GDP

Old-age and Sickness/

Housing and social

SUIVIvors Health care Disability Family/children Unemployment exclusion
% of TSB|% of GDP | % of TSB |% of GDP | % of TSB |% of GDP | % of TSB |% of GDP | % of TSB|% of GDP| % of TSB|% of GDP
EU 27 46.2 11.9 29.2 7.5 7.5 1.9 8.0 2.1 5.6 1.4 3.6 0.9
EU 25 46.2 12.0 29.2 7.6 7.5 1.9 8.0 2.1 5.6 1.5 3.6 0.9
EU15| 459 12.1 29.3 7.7 7.4 2.0 8.0 2.1 5.7 15 3.6 1.0
EA 15 46.7 12.3 29.1 7.7 6.6 1.7 8.2 2.2 6.4 1.7 3.0 0.8
BE 47 135 25.7 7.4 6.4 1.8 7.1 2.0 11.9 3.4 2.0 0.6
BG 52.9 7.7 26.0 3.8 9.1 1.3 7.4 11 2.2 0.3 2.5 0.4
cz 43.1 7.8 34.4 6.2 8.6 15 7.6 14 3.2 0.6 3.1 0.6
DK 37.9 10.7 21.6 6.1 14.9 4.2 13.1 3.7 7.2 2.0 53 15
DE 44.3 12.2 29.1 8.0 6.2 1.7 111 3.1 6.3 1.7 3.0 0.8
EE 45.2 5.5 31.2 3.8 9.5 1.2 12.1 15 0.9 0.1 1.0 0.1
IE 27.4 4.6 41.1 7.0 5.4 0.9 14.7 2.5 7.6 1.3 3.8 0.6
EL 51.3 12.1 28.7 6.8 4.7 1.1 6.2 15 4.6 1.1 4.5 1.1
ES 41.3 8.4 31.2 6.4 7.3 15 5.7 12 125 2.6 2.0 0.4
FR 44.3 12.9 29.9 8.7 6.1 1.8 8.6 25 6.9 2.0 4.3 1.2
IT 60.5 155 26.8 6.9 59 15 4.5 1.2 2.0 0.5 0.3 0.1
CcY 46.1 8.3 25.7 4.6 3.9 0.7 10.8 1.9 6.1 1.1 7.4 1.3
Lv 48.3 5.7 29.1 35 7.3 0.9 10.2 1.2 3.7 0.4 14 0.2
LT 44.8 5.7 32.1 4.1 10.7 1.4 9.0 11 1.9 0.2 1.6 0.2
LU 36.7 7.3 25.4 5.1 13.2 2.6 16.9 3.4 4.9 1.0 2.9 0.6
HU 42.2 9.2 29.0 6.3 9.6 21 13.0 2.8 3.1 0.7 3.1 0.7
MT 52.8 9.5 28.4 5.1 6.3 1.1 6.3 11 3.4 0.6 2.8 0.5
NL 41.4 114 31.8 8.7 8.5 23 5.8 1.6 5.0 1.4 7.5 2.0
AT 48.6 13.4 255 7.1 8.2 23 10.4 2.9 5.8 1.6 15 0.4
PL 61.2 115 20.4 3.8 9.3 1.7 4.4 0.8 3.0 0.6 1.8 0.3
PT* 49.1 11.7 29.2 6.9 10.0 2.4 5.1 1.2 5.5 1.3 1.2 0.3
RO 45 6.2 34.8 4.8 7.4 1.0 8.9 1.2 2.7 0.4 1.2 0.2
S| 45.4 10.1 32.1 7.1 85 1.9 8.6 1.9 3.0 0.7 25 0.6
SK 45.3 6.9 31.0 4.7 8.7 13 7.8 1.2 35 0.5 3.6 0.6
Fl 37.8 9.6 26.2 6.6 12.7 3.2 11.6 2.9 8.5 2.2 3.2 0.8
SE 40.2 121 26.0 7.8 14.9 4.5 9.8 2.9 55 1.6 3.6 11
UK 44.7 11.6 31.8 8.2 8.7 2.2 6.1 1.6 2.4 0.6 6.3 1.6
IS 30.6 6.4 34.8 7.3 15.6 3.3 14.9 3.1 1.4 0.3 2.8 0.6
NO 31 6.9 32.6 7.2 18.8 4.2 12.4 2.7 1.8 0.4 3.4 0.7
CH 48.9 12.8 26.4 6.9 12.5 3.3 4.9 1.3 3.8 1.0 3.5 0.9

Luxembourg™ and Denmark stood out, not only for
actions within the family/children function, but aso
for those classified under disability. These two
countries - together with Sweden - achieved levels of
more than 13% of their total benefits, well above the
European average (7.5% of total benefitsin EU-27);
Finland and Lithuania had more than 10% of their

1

Source: Eurostat

benefitsin this function. The non-EU country
spending most on disability benefits was Norway, at
closeto 19% of al benefits. In Cyprus, Greece,
Ireland and Italy, on the other hand, the proportion
was under 6%. There are major differences between
Member States as regards the proportion of
unemployment benefits: while the average for the

This function includes also “ dependence insurance” benefits. According to the ESSPROS Manual, a part of these benefits should be
recorded under old-age benefits but the breakdown is not available.
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EU-27 was 5.6% of total benefits (1.4% of GDP), the
sharein Spain and Belgium, for example, was over
11%. By contrast, in Estonia, Lithuania, Italy,
Bulgaria, the United Kingdom and Romania, and,

outside the EU-27, in Iceland and Norway,
unemployment benefits accounted for less than 3% of
expenditure on social benefits.

Significant overall increase in housing and social exclusion

The changesin time observed across the different
functions (see Table 4) are the result of changing needs,
fluctuations in the economy, demographic trends and
changesto socia protection legidation.

Between 2000 and 2006, socia benefits devel oped at
differing speeds for the different functions. Taking dl
benefits together, the growth over this period averaged
2.6% per annum in EU-25.

However, this average increase masked awide variety
of stuations, with Germany (0.2%) and Sovakia (1.3%)
amogt stable at the bottom of the ranking, and Romania
and Ireland at the other extreme with an increase of over
10%. There were also significant increasesin total
benefitsin countries such as Estonia, Cyprus, Hungary,
Luxembourg, Lithuaniaand Latvia, whereasthe
increasesin Austrig, Italy and Denmark were dightly
below the average.

The overall changesin each country were the result of
the different rates of change for each function.

In the EU-25, looking at individua social protection
functions, the average annual increase ranged from 0.9%
for unemployment to 4.1% for housing and socia
exclusion together.

Between 2000 and 2006, expenditure at constant prices
on old-age and survivors benefits rose by an annua
average of 2.3% in the EU-25. The percentage of the
population aged 60 or over in the EU-25 rose from
21.0% in January 2000 to 22.0% in January 2006. The
average increase in old-age and survivors benefitsfor
the EU-25 was mainly dueto the changesin the
principa countriesthat make up the group: Germany,
France, the United Kingdom and Italy together
accounted for 70.9% of benefits.

The most significant increasesin the European Union
werein Irdland™ (11.7% per annum, thisvalue being
affected by the increase of 42% between 2001and 2002),
Romania (9.6%, with an increase of 22% in 2006),
Hungary™® (7.8% per annum and 17% between 2001
and 2002) and Cyprus (6.7%). The averageincreasein
benefitswas small in Germany (0.5%, this average value
being affected by the reduction introduced in 2004),

Italy (1.6%), the United Kingdom (1.9% - therewas a
reduction in benefits between 2000 and 2002) and,

2 Seefootnote 2.
13

outside EU, Switzerland (1.8%).

With an increase of 3.7% per annum in rea terms
between 2000 and 2006 for the EU-25 asawhole,
spending on the sicknesshealth care function rose quite
rapidly compared to expenditure on other functions over
the same period. The acceleration observed since 2000
marks a general trend for the European Union, with the
exception of the decrease recorded in Slovakia (-0.7%)
and Germany (-0.1%), as both countries were affected
by the reduction of expenditure on such benefitsin
2002-2004, and the low positiveindices of Austriaand
Sweden. Between 2000 and 2006 the largest increases
werein Romania™* (16.8%), Latvia (16.0%) and Ireland
(10.2% on average; the highest increase was recorded, at
the beginning of the period under review).

Disability expenditure increased steadily in the EU-25
over the period 2000-2006 (1.7% per annum on
average). Disability pensions accounted for the largest
share of this expenditure (48.4% of the total in 2006).
However, entitlement conditions varied enormoudy
from country to country. Thisform of expenditure
showed the biggest increase (over 10%) in Estonia™®
(14.5%), Irdland (10.5%), Cyprus (10.3%) and Lithuania
(10.2%, where increasing rates had begun as early as
2003). On the other hand, in Portugal (dueto the
reduction recorded between 2003 and 2005), Italy and
Finland, expenditure rose by only asmall amount, i.e.
less than 2%. Expenditure actudly decreased in Poland
(agteady fal from 2002), Belgium (down 23% between
2002 and 2003), the Netherlands™®, Austriaand
Germany (with both of the latter countries experiencing
asteady reduction from 2004).

Expenditure on family/children benefitsincreased by
2.1%in red terms between 2000 and 2006. This
increaseis not linked to arisein the number of children,
since the population aged between 0 and 19 yearsfell by
3.9% between January 2000 and January 2006. In fact,
cash family benefits accounted for about 70.2% of total
benefit expenditure on this function. Depending on the
country, thistrend is the result either of significantly
higher rates or of family-friendly reforms (changesin
the conditions of access, and rates or creation of new
benefits). During this period, the biggest red-term
increase in expenditure on family and child benefits was

In 2002 and only in 2002 a benefit classified as "other cash lump sum" was introduced.

4 Alargeincrease (76%) was observed between 2003 and 2004 for this function due to partiality of data for the period 2000-2003.

% New bengfits were introduced in the disability function in 2001.
16

has been prolonged from one to two years.
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in Cyprus (up by 17.7% on average and nearly 57%
between 2002 and 2003"/, Ireland (where reforms to the
maternity and parentd leave system pushed expenditure
up above 11.6%), Romania (8.7%) and Estonia (8.2%0).
In Malta, on the other hand, expenditure on family
benefits decreased in real terms throughout the period.
The decline in the Matese population between 0 and

19 years of age between January 2000 and January 2006
(-7.3%) islargely responsible for thefal in expenditure
in this country.

Expenditure on unemployment benefitsrose by 0.9%in
real terms during the period 2000-2006 for EU-25.
Expenditure on unemployment benefits increased most
in real termsin Luxembourg (the average vaue of

14.1% is positively affected by the especialy high and
increasing rates recorded between 2000 and 2004) and
Portugal (11.7% depending largely on theincreasing
rates between 2001 and 2003). Percentages outside the
EU, namely in Switzerland and Iceland, were aso high.
Expenditure decreased in Romania, Slovakia, Denmark,
Poland, Germany, Sloveniaand, to alesser extent, aso
in Sweden and the United Kingdom. In most of these
cases, the patterns observed for the year-on-year growth
rateswerein line with the trend of the unemployment
rate, but these rates could equaly be affected by changes
in the amounts and allowances paid, or by changesin the
eligibility rules.

Table 4: Social benefits at constant prices, annual average growth for 2000-2006

Old-age Sickness/ - Family / | Unemploy- Housing and Total

sure\ll?\(/jors Health care Disability Childrgn meﬁt g exScTt(jls?l)n benefits
EU 27 : : : : : : :
EU 25 2.3 3.7 1.7 21 0.9 4.1 2.6
EU 15 19 3.6 1.7 2.0 0.9 4.2 25
EA 15 2.2 2.8 1.1 1.8 1.2 5.1 2.3
BE 5.2 51 2.1 0.2 4.3 5.6 4.1
BG : : : : : : :
cz 3.9 4.4 5.8 21 2.7 2.6 4.0
DK 2.3 3.5 6.2 24 -3.9 -0.1 2.4
DE 0.5 -0.1 -0.5 -0.1 -3.4 10.2 0.2
EE (2) 7.8 7.4 145 8.2 1.8 -8.9 7.8
IE 11.7 10.2 10.5 11.6 6.0 7.1 10.3
EL 5.7 6.5 4.7 1.9 0.1 2.1 5.1
ES 3.4 5.7 3.4 75 6.1 10.8 4.7
FR 3.0 3.7 3.6 2.0 2.3 15 3.0
IT 1.6 35 1.9 52 53 9.3 23
Ccy 6.7 6.6 10.3 17.7 4.8 8.2 7.6
Lv 2.0 16.0 4.4 5.8 5.4 5.8 5.8
LT 4.8 7.3 10.2 6.3 6.9 -6.1 6.0
LU (3) 5.0 6.4 6.2 6.8 141 19.1 6.4
HU 7.8 8.2 7.5 7.2 2.7 3.8 75
MT 4.2 2.9 4.6 -3.3 8.4 6.0 3.4
NL 3.2 5.0 -1.8 7.7 33 53 3.6
AT 2.2 1.9 -0.8 15 4.9 8.1 2.0
PL 5.2 4.1 -35 11 -35 6.6 34
PT 6.3 3.0 0.4 3.7 11.7 0.7 4.6
RO 9.6 16.8 9.8 8.7 -6.8 355 11.0
Sl 3.1 3.9 2.0 1.8 -2.6 10.7 3.1
SK 4.6 -0.7 3.6 -1.0 -4.2 -8.1 13
FI 4.4 51 1.9 21 0.0 2.1 3.4
SE 3.4 2.4 5.5 4.6 -1.3 -0.3 3.1
UK 1.9 7.3 2.0 1.4 -0.4 3.1 3.4
IS 6.2 4.5 8.7 11.0 7.1 6.4 6.6
NO 3.6 25 5.8 2.8 -4.0 4.0 3.3
CH 1.8 3.6 3.9 2.2 8.3 2.5 2.8

Source: Eurostat

Notes: (1) See methodological notes for details on the method of calculation, (2) An unemployment insurance system was introduced in 2002, (3) the
detailed breakdown of benefits in the unemployment and social exclusion functions has been revised as from 2001.

Expenditure at constant prices on the housing and
social exclusion functions increased by 4.1% per
annum between 2000 and 2006, making these the two
most dynamic functions overall. The increase was

over 10% in Romania®® (with an exceptional rise of
35.5% in the average), Luxembourg™, Spain,
Slovenia and Germany.

Cash and non means-tested benefits are the main form of benefit expenditure

Social benefits paid in cash (see methodologica notes)
are the main form of benefit expenditure in the European
Union (see Figure 6). In 2006, cash benefits accounted
for 65.6% of al socia protection benefitsin the EU-27

¥ Anew benefit (Child Benefit) was introduced in 2003.
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(46.2% on pensions and 19.4% on other cash benefits).
They are paid out at regular intervals or aslump sums.
Cash benefits had the highest share in Poland (81.5% of
al benefitsincluding 65.9% for pensions) and Cyprus

The average value is concerning only social exclusion and the high value is affected by the introduction starting with 2002 data of a new

ESSPROS scheme providing income support, its high increase between 2003 and 2004 and its relevant reduction starting from 2005.

19

More than doubling such expenditure between 2000 and 2001 due to the introduction within ESSPROS of two new schemes.
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(77.7%, including only 37.8% for pensions). On the
other hand, the highest share of benefitsin kind between
EU countries was recorded in Ireland (36.8% for hedlth
care benefits and 7.6% for other benefitsin kind) and
Sweden (42.9% for al benefits, including 20.4% for
health care benefits), reflecting the greater use of
services and provision of goods across all socia
protection functions.

Social benefits paid without meanstesting, as opposed
to means-tested benefits (see methodol ogical notes), are
the main form of benefit expenditure in the European
Union. In 2006 (see Figure 7), means-tested benefits
(paid out mainly in respect of housing and socia
exclusion) accounted for 11.1% of al socia protection
benefitsin the EU-27. Meanstested benefitsare a
significant part of social benefitsin Ireland, Mdta, the
United Kingdom and France.

Figure 6: Social protection benefits in cash and in kind, 2006 (as % of total social benefits)
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Source: Eurostat

(1) Disability pension, early retirement benefit due to reduced capacity to work, old-age pension, anticipated old-age pension, partial pension, survivors pension and

early retirement benefit for labour market reasons.

(2) For example: paid sick leave, death grant, family or child allowance, unemployment benefit, income support, etc.
(3) Direct provision and reimbursement of in-patient and out-patient health care (including pharmaceutical products).

(4) Social serviceswith accommodation, assistance with carrying out daily tasks, rehabilitation, child day care, vocational training, placement services and job-
search assistance, etc.

Figure 7: Means tested social benefits, 2006 (as % of total social benefits)
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Different systems of financing

In 2006, the main sources of funding of socid protection
at EU-27 level (see Table 5) were socia contributions,
which made up 58.9% of al receipts, and generd
government contributions from taxes (37.6%). Socia
contributions can be broken down into contributions
paid by the persons protected (employees, self-
employed persons, retired persons and others) and those
paid by employers.

The European average for 2006 masks major nationa
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differencesin the structure of social protection funding.
More than 70% of al receipts were funded by socia
contributionsin Estonia (80.4%) the Czech Republic
(80.3%) and Belgium (70.8%).

On the other hand, Denmark (62.8%), Ireland (53.2%)
and the United Kingdom (50.4%) - plus Norway —
financed their socia protection systemslargely from
taxes, which accounted for over 50% of total receipts.
Sweden, Cyprus, and Luxembourg were also heavily



dependent on general government funding (over 45%).

The share of other receipts (property income and other
receipts) was low: 3.5% in 2006 for the EU-27. This
sharewas wedl over 10%, however, in Poland, Cyprus,
Greece, Romania, Portuga and the Netherlands, and
alsoin Iceand (it refersto the recelpts of occupationa
compulsory pension funds) and Switzerland.

These differences are historical and result from the
ingtitutional rationale that underlies socia protection
systems. Northern European countries, where
government funding dominates, are steeped in the
“Beveridgian” tradition (in thistype of system, itis
sufficient to be aresident in need in order to be eligible
for socid benefits). Other countries are strongly attached
to the “Bismarckian” tradition, in which the system is

based on the insurance concept (in the form of
contributions).

The structure is changing over time (with respect to the
year 2000) according to different patterns. Cyprus,
Hungary, Malta and the Netherlands (and Norway)
increased their share of government funding; normally
that meant areduction in social contributions, whichin
Cyprus and Hungary was dso linked to areduction in
other receipts; the exception was the Netherlands, where
other receipts mainly decreased. A trade-off in favour of
socia contributions from government contributions was
observed in the Czech Republic. The increase observed
in other receipts was to the detriment of funding from
tax revenuein Ireland and Slovakiaand of socia
contributionsin Poland.

Table 5: Social protection receipts by type (as % of total receipts)

General Social contributions
overnment Protected |Other receipts

cgontributions Total Employers persons (1) P

2000 2006 2000 2006 2000 2006 2000 2006 2000 2006
EU 27 : 37.6 : 58.9 : 38.2 : 20.6 : 3.5
EU 25 35.5 37.7 60.9 58.8 38.7 38.2 22.2 20.7 3.6 3.5
EU 15 35.6 38.0 60.9 58.9 38.7 38.3 22.2 20.6 3.5 3.2
EA 15 31.8 34.2 64.3 62.4 41.4 39.8 22.9 22.6 3.9 3.4
BE 25.3 27.7 72.1 70.8 49.9 49.3 22.3 21.4 25 15
BG : 39.5 : 58.0 : 38.3 : 19.7 : 25
cz 25.0 18.8 73.8 80.3 49.8 53.9 24.0 26.4 1.2 0.9
DK 63.9 62.8 29.4 30.8 9.1 11.0 20.3 19.8 6.7 6.4
DE 31.9 35.3 66.0 63.1 38.4 35.3 27.6 27.8 2.1 1.6
EE 20.6 19.5 79.2 80.4 79.2 80.1 : 0.3 0.2 0.1
IE 58.6 53.2 41.0 41.8 25.6 26.2 15.4 15.5 0.4 5.0
EL 29.2 31.4 608 | 577 | 382 | 351 | 226 | 226 | 100 | 109
ES 294 33.9 680 | 639 | 518 | 485 | 162 | 154 2.6 2.2
FR 30.3 30.6 659 | 652 | 46.0 | 443 | 199 | 209 3.8 4.2
T 40.6 41.9 577 | 564 | 428 | 413 | 149 | 151 1.6 1.6
cy 39.9 48.1 430 | 391 | 266 | 240 | 164 | 151 | 171 | 128
LV 34.6 355 65.4 | 639 | 494 | 471 | 160 | 168 0.0 0.6
LT 38.9 38.5 506 | 61.0 | 53.7 | 549 5.9 6.1 15 0.5
LU 46.9 45.6 48.6 50.5 24.7 26.5 23.8 24.0 4.6 3.9
HU 31.6 40.6 59.7 53.8 47.0 38.6 12.8 15.2 8.7 5.7
MT 29.8 35.2 67.6 62.0 46.6 43.3 21.0 18.7 2.6 2.8
NL 14.4 20.1 67.5 69.5 29.4 31.8 38.1 37.7 18.1 10.4
AT 32.3 33.3 66.3 65.3 39.2 37.8 27.1 27.4 1.3 1.4
PL 32.5 33.3 55.3 48.0 30.5 25.9 24.8 22.0 12.2 18.8
PT 39.1 44.1 530 | 453 | 356 | 308 | 174 | 145 7.9 10.6
RO : 19.6 : 69.5 : 56.3 : 13.2 : 10.8
SI 31.5 30.7 66.3 67.9 27.0 271 39.3 40.8 2.2 1.4
SK 31.0 25.5 66.8 | 65.6 | 483 | 442 | 185 | 214 2.2 8.9
Fl 42.9 43.3 50.0 50.6 38.0 38.8 12.0 11.8 7.0 6.0
SE 459 48.9 499 | 487 | 404 | 39.9 9.4 8.9 43 24
UK 46.4 50.4 52.4 47.9 29.9 34.2 22.5 13.7 1.2 1.7
1S 51.4 31.6 486 | 306 | 395 | 248 9.1 58 : 37.9
NO 60.5 52.9 38.4 47.0 24.4 32.0 14.0 15.0 1.1 0.1
CH 21.0 22.3 60.4 | 622 | 293 | 287 | 311 | 336 | 186 | 154

(1) Employees, self-employed, pensioners and other persons.
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METHODOLOGICAL NOTES

M ethods and concepts

The dataon social protection expenditure and recei pts have
been drawn up according to the methodology of the European
System of Integrated Socia Protection Statistics: the
“ESSPROS Manual 1996" has been in use until the 2007
collection, whilst the new "ESSPROS Manua" was used
starting with the 2008 collection. Expenditure includes socid
benefits, operating expenditure and other expenditure incurred
by socia protection schemes. Social protection encompasses
all interventions from public or private bodiesintended to
relieve households and individuals of the burden of a defined
set of risks or needs, provided neither asimultaneous
reciprocal nor anindividua arrangement isinvolved. The
ESSPROS Manud classifies socia benefits under the
following eight risks or needs: sickness’health care, disability,
old age, survivors, family/children, unemployment, housing,
socid exclusion and “not elsewhere classified” (n. e. c.).

Social benefits (gross) are recorded without deduction of taxes
or other compulsory levies payable by recipients. “ Tax benefits’
(tax reductions granted to househol ds as part of socid
protection) are generaly excluded.

A cash benefit isabenefit that i) ispaid in cash and ii) does
not require evidence of actua expenditure by the recipients.
Benefits that require evidence of actua expenditure by the
beneficiaries are reimbursements, which are classified as
benefitsin kind. Examples of cash benefitsare al types of
pensions, paid sick leave, parentd |eave benefits, family and
child alowances, unemployment benefits and income support.

Benefitsin kind are benefits granted in the form of goods and
services. They may be provided in the form of reimbursement
or directly. Reimbursements are payments that refund the
recipientsin whole or in part for certified expenditure on
specified goods and services. Directly provided benefits are
goods and services granted without any pre-financing by the
beneficiary.

Socid benefits are broken down between means-tested and
non mesans-tested benefits.

Means-tested socid benefits are social benefitswhich are
explicitly or implicitly conditional on the beneficiary'sincome
and/or wesdlth falling below a specified level.

Cdculation of indicesin Tables 2 and 4

Wide annud fluctuations in conversion rates between the
ECU/euro and national currencies made it necessary to use
something different from an ECU/euro index for the EU-15,
EU-25 and EU-27 aggregatesin these tables. At nationd and
EA-15 Level theindices are calculated out of datain national
currencies. At EU-15, EU-25 and EU-27 levels, theindicesare
obtained from aweighted average of each country’s annual
index (caculated out from datain nationa currencies). The

welghts are the composition ratios for the expenditure in each
component country with respect to the expenditure of the
aggregate, both expressed in ECU/euro; the expenditure of the
previous year are used (for example, 2000 expenditure for the
weighted index for 2001/2000, 2001 expenditure for the
welghted index for 2002/2001, etc.).

Statistical symbols and abbreviations

EU 15 comprises Belgium (BE), Denmark (DK), Germany
(DE), Irdland (IE), Greece (EL), Spain (ES), France (FR), Italy
(IT), Luxembourg (LU), the Netherlands (NL), Austria (AT),
Portugd (PT), Finland (FI), Sweden (SE) and the United
Kingdom (UK).

EU 25 includesthe EU 15 countries plus the Czech Republic
(C2), Egtonia (EE), Cyprus(CY), Latvia(LV), Lithuania(LT),
Hungary (HU), Mdta(MT), Poland (PL), Slovenia (Sl) and
Slovakia (SK).

EU 27 includes the EU 25 countries plus Romania (RO) and
Bulgaria(BG).

EA 15includesBE, DE, IE, EL, ES, FR, IT, CY, LU, NL,
MT, AT, PT, Sl and F.

IS=lceland, NO = Norway, CH = Switzerland.
":" indicates data not available

Remarks concerning the data

Datafor EU-25 as awhole are avail able from 2000.

The 2006 data are provisiona for DE, ES, FR, IT, CY, LV,
LT, NL, S, SK, SE and UK. The 2006 datafor EU-27, EU-25,
EU-15 and EU-15 are also provisiond. For Bulgariaand
Romania, complete data are available only for the years 2005
and 2006. For Romania preliminary data on expenditure are
aso available for the period 2000-2004.

The GDP, PPS, population and consumer price index data (in
nationa currency for households and NPISH fina
consumption expenditure) were extracted in October 2008.
Thismight explain any differences from nationa publications.

Lega basis

For thefirst timein the 2008 collection (data for 2006)
ESSPROS data (modules: expenditure and receipts, qualitative
information and pension beneficiaries) have been collected and
disseminated according to thefollowing legidation:
1)Regulation (EC) No 458/2007 of the European Parliament
and of the Council of 25 April 2007 on the European system of
integrated socia protection statistics (ESSPROS). 2)
Commission Regulations (EC) No 1322/2007 and No 10/2008
implementing the EP and Council Regulation.
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Further information

Data: Eurostat Website: http://ec.europa.eu/eurostat

Select your theme on the left side of the homepage and then ‘Data’ from the menu.

Data:Eurostat website/Population and social conditions/Living conditions and social protection/social protection

Living conditions and welfare
B3 Social protection

B3 Social protection expenditure

Journalists can contact the media support service:

Bech Building Office A4/125 L - 2920 Luxembourg
Tel. (352) 4301 33408 Fax (352) 4301 35349
E-mail: eurostat-mediasupport@ec.europa.eu

European Statistical Data Support:

Eurostat set up with the members of the ‘European statistical system’ a network of support
centres, which will exist in nearly all Member States as well as in some EFTA countries.

Their mission is to provide help and guidance to Internet users of European statistical data.

Contact details for this support network can be found on our Internet site:
http://ec.europa.eu/eurostat/

A list of worldwide sales outlets is available at the:
Office for Official Publications of the European Communities.

2, rue Mercier
L - 2985 Luxembourg
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