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C
ontent

•
Introduction

•
EU

 policy
fram

ew
ork

•
Recentreports on the financing

of social protection in Europe; 
forthcom

ing
synthesisreport (European

Social Policy 
N

etw
ork):

–
O

verallspending
levelsand per type of expenditure

–
Revenues and spending

levels
–

Sources of expenditure
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EU
 policy

fram
ew

ork

•
European

Com
m

ission July 1999
“Concerted

Strategy
for M

odernising
Social Protection”, politically

approved
at the Lisbon

European
Council

•
Launch

of the “O
pen M

ethod of Coordination” on social inclusion (2000), 
pensions (2002) and health

care and long-term
care (2004).

•
Stream

lined
in 2005 into

a single, overarching
“O

pen m
ethod

of 
Coordination on Social Protection and Social Inclusion” (Social O

M
C) –

using
“soft governance” toolsto support M

em
berStates in m

aking
progresstow

ardscom
m

on
objectives and targets: national reporting, 

indicators, joint reports (including
benchm

arking), peerreview
sand 

stakeholderinvolvem
ent
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EU
 coordination

•
N

ational reform
sin the area of (am

ongstothers) social protection are now
assessed

w
ithin

the European
Sem

ester, in a processw
hich

culm
inatesin 

Country-specific
Recom

m
endationsthatare adopted

by the Council of the 
EU. 

•
The overallfram

ew
ork

isprovided
by the European

Com
m

ission’sAnnual
Grow

th
Surveys(AGS)

•
2019 AGS called

for the “developm
entof inclusive and grow

th-friendly
social protection schem

es” and points out that, as new
 form

sof w
ork

em
erge, traditionalsocial protection system

sw
illneed

to be
m

odernised
and adapted. 
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N
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bition: European PillarofSocialR

ights

•
European

Pillarof Social Rights(2017) : 10/20 principlesare on 
social protection and inclusion. 

•
At present, social protection system

s
generally

fallshort of the goals 
of adequacy

and universalism
set out in the Pillar. 

•
Challenge for M

em
berStates to secure

a sound
financing

basis for 
social protection system

s
in the m

edium
 and longer term

. 
•

Econom
ic

cycles, long
term

trendssuch asdem
ography, 

digitalisation, environm
ental concernsetc. 
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Study
on financing

of social protection in Europe

•
describesthe state of play

as regards financing
m

odelsfor European
social 

protection system
s, as w

ellas theirstrengthsand w
eaknesses; 

•
identifies the changes in levelsof financing

social protection system
s

during
the period

2005-2016; 
•

analyses the changes in the m
ain sources of financing

for these
system

s
during

the period
2005-2016 (or the latestyearfor w

hich
data are 

available); 
•

assesses
the m

ain im
pact of past(since

2005) reform
sand the possible 

im
pact of recentand currentchanges
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Expenditure
levels

in EU
 M

em
ber States

•
O

verallexpenditure
on social protection averaged

28%
 of GDP in the EU

 in 
2016, increased

by justover 2 percentage
points the preceeding

11 years
(i.e. from

2005). 
•

Three
groups of EU

 M
em

berStates can
be

identified
as regards social 

protection expenditure: 
–

“high spenders”, “m
edium

 spenders” and “low
spenders”. 

–
The com

position of these
groups barely

changed
over the period

2005-2016.
–

This distinction also
conform

sgrosso m
odo

to geographicalareas in Europe: 
N

ordic
and Continental countries (“high spenders”), follow

ed
by Southern

European
Countries (“m

edium
 spenders”) and behind

these
Central and 

Eastern
European

Countries (“low
spenders”)
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Expenditure
on old

age
pensions/benefits

•
Substantialvariation acrosscountries in the relative im

portance of old
age

functions. At one
end, in Greece, old-age

benefitsm
ade

up
55%

 oftotal 
socialprotection

spending
in 2016; at the

otherend, in Ireland, 
Luxem

bourg and
Germ

any, they
accounted

foronly
around

30%
. 

•
Despite

the
grow

ing
num

berofpeople
of65 and

older(i.e. the
pensionable

age
in m

ostcountries), expenditure
on old-age

benefitshas
eitherfallen relative to

GDP ornot increased
significantly

in m
ostM

em
ber 

States since
2010. 

•
This trend

clearly
reflectsthe

outcom
e

ofpolicy
reform

sim
plem

ented
both

overthe
period

2005-2016 and
before. 
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Expenditure
forhealthcare

•
Spending

on healthcare, including
sicknessbenefits(though

these
account

for only
10-15%

 of healthcare
spending) range betw

een
20-40%

: close to 
40%

 of total social protection expenditure
in Ireland, but only

justover 
20%

 in Denm
ark. 

•
Despite

population ageing
and the increasing

pressure on spending
exerted

by advancesin treatm
ent, there

has been a decline
in expenditure

on healthcare
relative to GDP in the EU

 on average
over recentyears.

•
Som

e
factors: cost-containm

entm
easures, w

hich
include

direct cutsin 
financing, reductionsin in-patient care, increase

in co-paym
ents, 

tightening
of eligibility

conditions for sicknessbenefits, shortening
of the 

period
of receiptof sicknessbenefits.
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Expenditure
on “other” benefits

•
Expenditure

on “other” benefits–
fam

ily, disability, survivors, 
unem

ploym
ent, housing

and social exclusion benefits–
increased

relative to GDP in around
halfthe EU

 M
em

berStates over the 
period

2005-2016 and declined
in the otherhalf.

•
Expenditure

on benefitsotherthan
old-age

benefitsand healthcare
show

s no com
m

on
pattern of change in respect of the various

functionscovered
and countries have given

differing
levelsof 

im
portance to the differentbenefitsfinanced.
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R
evenues

and
spending

levels
•

In m
ostEU

 countries over the period
2005-2016, revenue 

from
social contributions and taxation to finance social 

protection exceeded
expenditure, so

thatsurplusesw
ere

accum
ulated

to fund
future spending.

•
O

nly
four countries (Spain, Lithuania, Estonia

and Greece), 
had

significantdeficitson average
over the period

2010-
2016, and in each

case these
w

ere
lessthan

4%
 of 

expenditure.
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Sources
ofexpenditure

•
O

n average
in the EU, social contributions financed

over half(55%
) of total 

expenditure
on social protection in the EU

 in 2016, w
ith

40%
 com

ing
from

the generalgovernm
ent, funded

predom
inantly

from
generaltaxation.

•
The proportion

offinancing
from

socialcontributionsranged
from

close
to

80%
 ofexpenditure

in Estonia and
around

75%
 in Lithuania

and
Czechia, to

under40%
 in the

U
K, Ireland

and
M

alta and
under20%

 in Denm
ark.

•
Difference

in the relative im
portance of social contributions as a source of 

financing
reflectsthe differentm

odelsof social protection in operation
acrossthe EU, from

m
ore social insurance-based

ones, w
here

contributions predom
inate, to m

ore universalonesin w
hich

taxation plays
a largerrole.
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Sources
forold-age

benefits

•
O

ld-age
benefits

are m
ainly

financed
by social contributions, m

uch
m

ore than
otherelem

ents
of social protection. 

•
This isthe

case
in nearly

all typesofsocialw
elfare

system
, even

for
those

m
ainly

funded
by

taxes. 
•

In 2015, social contributions accounted, on average, for 65%
 of the 

financing
of old-age

pensions in the EU, w
hile

governm
entrevenue 

from
taxation accounted

for only
20%

, the restcom
ing

from
intereston investm

entand othersources.
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Source ofhealthcare
expenditure

•
Healthcare system

s
differin the extentto w

hich
they

are financed
by social contributions or taxes. 

•
Croatia, the N

etherlands, Germ
any and Estonia

are prom
inent

exam
plesof insurance-based

healthcare
system

s, w
ith

social 
contributions accounting

for over 80%
 of overallfunding

in 2015.
•

Italy, Latvia, the U
K, Spain and Sw

eden, on the otherhand, have 
predom

inantly
national health

services w
hich

are m
ainly

(over 70%
) 

financed
from

taxation.



15

EU
R

O
PEAN

 PILLAR
 

O
F SO

C
IAL R

IG
H

TS
#SocialR

ights

Sources
forotherbenefits

•
In the case of benefitsotherthan

old-age
and healthcare, the 

picture
ism

ixed as regards the relative im
portance of the different

sources of financing. 
•

Again, w
hile

there
w

asa w
idespread

shift from
social contributions 

to taxation in the five yearsbefore
2010, there

isno com
m

on
tendency

apparent over the five yearssince
then. 

•
The exceptions are disability

and, to a lesserextent, fam
ily

benefits: 
in both

cases, there
w

asa shift from
social contributions to taxation 

in the financing
of expenditure.
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