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FOREWORD

. 10 g otz

In December 1974, the Commismion presented the first
Eurepﬂﬂn Social Budget covering 1970-1975 to the Council. The projections
for 1975 which it contained had teen based on sconomic amsumptions - pricas,
esrnings, level of amployment - made during the firet half of 1973, These
assumptions were upset by evenis beginning at the snd of 1873, particularly

the aner erisis and increasss in the prices of row matarials,
sy

The projections in the first Puropean Social Budget
were thua effacted to no little extent., The Commiesion proposed a revision
of the data for 1975 in the light of the neaw aconomic context, to which the
Council agreed,

The prement report oconstitutes such a raviajion of the
firet Buropean Sooial Budget. In the procena of up=dating the 1975 data, the
main lagirletive ohangas in the ssotorm coverad hava hsaen taken into acoount e
The pioture prejacted of 1975 im thim rewised Furepesw Secial Budgat is
therafors roasonably eloee to reality,
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Even so, the revised European Social Budget gives an
indication of actual trends over recent years in the Community countries.
It provides in this way certain indispensable items of information for an

analysis of future action at either national or Community level.
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IHTRODUCTION
A) Eralimivary remarks
1. Tha main objective of tha Buropesn Social Budget iz to msasurs the

social effort in Member Siates, by the duval appro=~h of a look forward in
the medium term and & retrospectiwe view, 7t thus hichlich’ia the impiications
of tandencies existing at & given time for the prospmciiva dewelopment of
expeniiture snd receipts in seversl seciors of smocinl policy, taking sccount

of anticipetod sconomic developmania.

2a The word "Budget” should not be undarsmtood hara in the pradiae 5ONBO
which it is used in puwblic finence, that ir, ea Ach anthorising expenditure and
the receipts for its financing. The Buropean Social Budget uses the word

in a somewhat different rense than the traditiersl meening. It covers a widar
field than the usuel Budget in the sense that i% includes in whols or in part

the receipte and sxpenditurs of mumerous sdministrative entities or organizations
of very different types, certain of which might be inoluded in the Budgst.

in contrast to & usual Pudgat, the Burepass Jocial Pudget slso containe e

ratrogpantive mention.

Tha Rosial Prdget ie more limtted *han a usual Budget in that its

prospactive section hew no power of amatraint.

3 The first Duropsan Sooclel Pudget covaring the paricd 1970-1975
was preaentnd 10 the Counoil in Decembar 1974 amd nrnatituted an aitempi %o
fulfil the shove objaciivas. The revised versicn ma’ out in thies raport follows

the eame apn-oach,
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4. It contains projections prepared in each member State on the basis
of legislation already in existence or very probable, and presents an indication
of the situation which would exist if legislation or policy were not changed,

in the sectors covered by this Social Budget. Under these circumstances, the
trends in expenditure for social protection are the result of demographic and
economic factors, particularly prices, earnings and changes in the employment
situation, together with improvements in techniques and equipment available

and an increase in their utilisation and, finally, a Trising consumption of

benefits,

5 Based on these considerations, the projections in the European
Social Budget tend to give a minimum estimate of expenditure on the economic
agsumptions used, and cannot be taken to represent either future objectives

of national policy or the policy choices of Governments.

6. Whatever their basis, economic or social projections are always
subject to a greater or lesser degree of uncertainty. This uncertainty is
compounded when the political, economic or social context in which they are
formulated changes suddenly. For this reason, the events which characterized
the end of 1973 - in particular price inflation made worse by the rise in
energy and raw material prices — have seriously weakened the credibility of
short or medium term economic forecasts developed before these events, or before
the full repercussions were realized. This applies to the projections in the

1974 version of the first Social Budget.

Te It explains why a revision was thought necessary, to take account

of the new economic order. This point will be discussed further in Chapter II.

8. The projections in the European Social Budget do provide information
which can be used in developing national policy and action in the social field.
On the Community level, the comparison of the nine national projections is
valuable both for further national work in the field of social expenditure and
receipts and for the development of Community concertation in the area of

policy on social protection.
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9. The fulfiliment of the mandate given to the Commission by the Council
of Ministers in the session held on 9 November 1972, regarding the development

of the Eurcpean Social Budget (1), was carried out in {iwe stages :

- The preparation by governmental experts from the Member States
of national reports (2) acoo%ding to & commeon plans Thess national reports
contain a description of the legislative development from 1970 to 1973
(inclusive), some details of the methodology used in developing foracasts for
1975, and a series of datailed tables — following a model adopted in common -
of expanditure and receipts for the systems of verious typee coverad by the
first Social Budget. The tsbles are for 1970 and 1972 (the past period) and
1975 {%he forecasts),

- On the basis of these national reports, the Commission drew.up
the first Eurcopean Social Budgat owverall ranort (3), embmitted t0 the naitional

delegations for thair ccmmente.

Second_stage :
The updeting of tha data for 1975 whioh formad part of the first

version of the Muropsan Rooisl Endget can ba congidevad pert of the mendate
for the firsh stage (1).

!
10, The firet Europesn Social Poda~t (4m Rath wereions) outlines the

similatitien and differences in tha pattern of srpanditura snd recsipts in the
Mombex Stateg swd the trends which ean ba rean in thair dsvaloprents

E~aring in mind all the racessary revarwan, it providea indispensible
inforration. ~rran A L limiﬁ°d, hath fa~ thaca rﬁmvgnﬂih‘ﬁ for sanial and soonomic

policy in tha Mambar States snd for the Cowmamity inmiliariions.

of o

0 o v v

(1) Zsrendi~ 1% coniains the text of tha Gommeil’sa dacisicn taken on
2 Fovemher 1072,
{2) Tn~ saticnal Tapoaris vara mgda arailabla to the srparte particirating in

Arewing wp thn Eurepean Socisl Bud-~et.
(1) fmly “hi~ domimand wag' pant by the Commiazion %1 the feveed). dn Nweombsr 1974
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time
11, More rapid and complete knowledge of social developments over

. nity
is becoming a necessity, recognized more and more by the national and Commu

. _ ination
authorities, whose objective is to promote social progress via CO ordina

between the economies of the Member States.

jncluded
It is not therefore surprising that the Council should.have inc
t of
the following instruction in its resolution of Jamuary 1974 (1) in respec
the European Social Budget :

Spean
" - to persevere with and expedite the implementation of the Europ

Social Budget;

- mE m e e . oS Mmm Ay WA Eme  mew v wws e e - e wm ems emw e Tews

12, There are threé basic features of the first Social Budget :

the statistical framework, the fislds included and the period covered.

a. The framegork :

In order to ensure comparability as far as possible in the

. i and
national reports, the framework used to collect national data (previous

istical
forecast) was based on the statistical framework developed by the Statls

Office of the European Communities for use in the Social Accounts (2).

. bijectives.
It has, however, been simplified to take account of somewhat different 0b]

: : trends -
The Social Accounts are designed to allow a detailed analysis of past ir

« N . arld
and only these trends — on the basis of ocomparable methods, definitions

initions
classifications. While the European Social Budget keeps to these defini

. . i necessary
and classifications (3), its main object is to provide basic information

: uture
for decision-making. To this end, it shows changes over time and the f

A

(1) Concerning the Social Action Programme of the Community for the period
1974 to 1976, 0.J. E.C. No. Col3, 12/2/1974, pe 3. .

(2) social Accounts, SOEC 1967, No 5 (social statistics series). cound in No 2,

(3) More details - apart from those mentioned in note (2) - can be 1v the
1972, social statistics : Social Accounts 1962-1970, particularly
methodological appendix.
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medium-term devalopment of the national finsnoial variables relevernt to the

categorles of social expeanditure coneidered,

b. The gggtents :

As is the case with the Social Accounts, the firet Social Budget is
far from covaring as yet all expenditure of a social nature in each of the
Member States. Like the former, i{ takes into consideration only expenditure

L]

corresponding to the definition accepted when the Social Accounts were developed :

" Any expendiiure designed to iﬁdemnify housaholds against the occurrence
" or existence of certain risks or needs, in so far as this expenditure gives
" rise to the intervention of a "third party", that is, & nmnit other than
" the household itmelf - an administration or enterprire (public or private) -
" but withou’ their being any simmltanaous, equivalant counterpart provided
" in exchange by the beneficiary"

ard, emong this expenditure, only current expenditure (excluding, thereforae,

capital expenditure).

13. As in the Soocial Accounts, it prevides details of the expenditure

(as defined above) corresponding to the following riske or needs :

sickness

old age, death, Jurvivors

invalidity

amploymernt injurgee and oooupational diremsen

§

unarployment
- [amily needa (inaluding maternity)

- and miscalleneoua (mainly comprs mimg axpenditnra on nhyaical nr mantal infirmity
and expenditure rasulting from pnlitical events or natural catastrophios).

Aa woll as expenditure, information is provided on rensipin or
finanoing by tha following groups of insiitutions or nystems :

systems in group A (sooial scAuransa or ingurance )

- syatems in group B (employera! vnluntary benefits)

~ gystems in group ¢ {benefits paid %n wietims of war or other
politicel inaideapig v natural catastrophies)

. aystams in group D (other sooial meamixanm).

]

Je
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14. If the European Social Budget has these essential elements in
common with the Social Accounts (framework and contents), it contains other
different espects - in particular the period covered and in consequence the

inclusion of projections.

¢. Period covered by the European Social Budget

In contrast to the Social Accounts which only cover past periods,
the Buropean Social Budget takes into account the medium~term future. The whole
point is to fix attention on the future. For this reason, as well as covering
1970-1972, the first exercise also added 1973-1975.
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CHAPTER 11
DEVELOPMENT OF THE PROJECTIONS
&) hssumptions used in the projeciions
15. PTwo types of assumptions were used in developing national projectione

of expenditure and recaipts from 1973 teo 1975 in the first varsion of the
European Social Budget. The assumptions bad to be changed for the revised version
of the Puropean Social Budget.

A~ Assumption on legislation

14. For the revision of the 1975 da%a, the main changes in legislation
during 1974 and the beginning of 1975 r=re taken into account, in the fields

oovered by the Eurcpesn Social Budget.

be Economic and demographic assumptions

17. In order to integrata forecasts of social expenditure into the
fremework of work relating to ecopomic irends, it wna necessary to uee certain

assumptions developad in this work, and im particular data relating %o 3

- oonsumer pricaw
= garnings
o the wnrkine pomnlstion

~ tha total popuiatlon.

of o

[

EDTZ & To simplify the presentation of tables in this report, couniries ars
Tirrad to by the following letters : B = Balgium, DX = Denmark, D = Fedsral
Rapudlic of Garmanys F = Franoe, IR = Irelend, I = Italy, ¥ = Natherlands,

o
Ui Tl te? T{*ﬂgﬁnm
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1/ Economic assumptions (prices and earmings)

18, For the first version of the European Social Budget,
certain countries used their own assumptions developed nationally (Belgium,
Germany, Luxembourg, the Netherlands, and United Kingdom); others made use
of the Commission's services, which provided them with technical data
(Denmark and Ireland); and finally two countries used their own assumptions

in some instances and the Commission's in others (France and Italy).

For the revised version, only economic assumptions
developed at national level were used; they were, however, chosen at different

dates depending on the country, over the period December 1974 to October 1975,

The following table (Table 1) gives a comparison between
agsumptions relating to the period 1973--1975 and statistics for 1970-1972,

’E‘Eyle 1

ANNUAL RATES OF : B X D F IR I L N UK

a) Consumer prices
1970/1972 4e9 | 6od | 55 | 5.7 88| 642 | 49| ToT | Te6
1972/1975 10,5 | 11.5 | 6.6 | 108 | 17.3 | 1503 B.8| 8.7 | 15.1

b) Earnings per head
1970/1972 13,0 | 11.4 |10.6 |-10.3 | 15.2 |12.9 9.6 | 12,2 | 10.9
1972/1975 18,1 | 14.5 |10.6 | 14.4 | 2204 [ 20,3 | 14:3 | 12.6 | 18.4

Unlike the assumptions used previously, the more recent
ones take account of the actual or forecast increases in prices and earnings
gsince 1973, so that the picture projected is much closer to the reality of

1975 than that indicated in the first version.



2/ Demographic assumptions

19.

V/e81/16-8

population is given in the following table in indax form :

The changes in the total population and in the working

Table 2
Iindices 1970-1972 1972-1975
(1970 = 100) (1972 = 100)
Country Total Working Total Werking
population population pepulation population
3 100.8 101.3 100.8 102,.2
DK 101.4 101.0 101.6 101,12
D 1017 9943 100.1 100.4
F 101.9 102.3 103.2 103.6
IR 102.2 9903 103.6 1004
I 101.3 99,7 1015 00,0
L 102»5i 10503 1026 102,9
N 102.0 100.8 102.0 100.2
UK 100,1 100.5 10004 100,3
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Changes in the age structure of the population are

shown by the following table :

Total population in main age groups

(total for each year = 100 %)

Table 3
Country 1970 1972 1975
ge groups Age groups Age groups
0~19 |20~64 | 65 and | 0-19 | 20-64 | 65 and| 0-19 | 20-64 | 65 and
over over over
B 31,1 555 13.4 30.8 5546 13.6 30.3 559 13.8
K 31.0 5648 12.2 3046 5648 12,6 30.0 5647 1363
D 29.8 57.0 13.2 29.7 5640 14.3 29.2 5549 14.9
F 33.2 54 .0 12.8 32.8 5442 13.0 3245 5443 13.2
IR 4062 48.7 11.1 40,3 48.6 1l.1 40,3 48.6 1.1
I 31.7 57«7 10.6 31.5 576 10.9 31.7 56 46 11.7
L 29.3 58.1 12.6 28.9 5843 12.8 274 59.5 13.1
N 3567 5441 10.2 35.0 54 .6 10.4 33.9 553 16.8
UK 30,9 5643 12.8 31.0 55 ¢6 13.4 30.8 553 13,9

The population group of those aged under 20 is relatively more

important in Ireland, the Netherlands and in France. It decreases relatively

in Belgium, Denmark, France, Germany, Luxembourg and the Netherlands, but

remains stable in Ireland, Italy and the United Kingdom, Except for Belgium,

Prance, Luxembourg and the Netherlands, the proportion of the population in the

20 to 64 age group tends to remain unchanged or to decrease, It forms a smaller

proportion in France and in Ireland.

-
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The population aged 65 and over venstitutes a groving
proportion of the total population in all Msmber States, sxcept in Ireland.
The increase is relatively rapid in Italy, Denmark and the United Kingdom,

very rapid in Germany, and mors moderats in the othsr countries,

B) Methodology and presentation
. |

a, HBenefits

B T e——

20, The development of the amount of expenditure for any one category
of benefits can be represented by an index obtained by calculating the product

of three factors representing :
- tha uemographic chenges (in tha number of beneficiaries),

~ the total volume of benefits per hea” paid ee a resuli of either
Changes in their rate of use or conaumptio= (this rafere to benefite in kind
in various categories such as slokness, invalidity, maternity and employment

injuries),

~ the value of a unit of bensfit (oost of hcapltalisation per day,
of a medical consultation or visit, etc) or of & tasioc benefit taking into

\
account changes in rates (which mey be linked to changes in price lsvels) or

the methods of uprating applied %o certain benefits.

2l. The national delagations workmd out their projeotions of expenditure,
end. pariicularly of hepefits which acocount for %ha largar part of totel
expenditura. by taking acoount of the legislative measuren in force oy very
likely d~~lnprents, as has alraedy basp arplaired. Tn cevtaln rases, trends
obaaxved over pravious yesrs have been taken into rocount, a8 woll as publiocly

ammonmend commitments to future aotion.

In this oommeotion, a distinction mna% be made betwaen the treatment

of benafit= in group A smd thesa in groups ¢ snd D.

Tha majority, if not the whels, of %he feotors set out ebove played
& par® in the valuation of benefits of systems in group A. (These mystems by
themeeiriu rapresent betwsen 80 and 98 % of the mmounts covered in the Tiret

of o
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European Social Budget). Althcugh the same factors affect systems in groups c
and D, financed for the most part by the public sector (State and local
authorities), constraint resulting from considerations of budgetary balancing

comes into play in most cases,

22, The analysis which follows will therefore be restricted mainly to

benefits provided by systems in group A through the main functions.

- Sickness, maternity, invalidity, employment injuries and

occupational diseases

For the benefits relating to these functions, the national delega-
tions took'into account an increase in the number of beneficiaries, an increase
in the consumption of care (benefits in kind) and changes in wage levels or

prices as appropriate for benefits in cash.

23. ~ 0ld age and invalidity

As regards the valuation of benefits in cash for these two functions,
the national delegations took into account, besides the demographic factor,
the uprating principles already outlined for a future date in the period
covered by the projections (1973-1975). For each country, the method of valuing

these benefits can be sketched out :

Belgium
Automatic uprating based on the index of consumer prices, and

adaptation to economic devaelopment by means of a coefficient of increase.

Denmark |

Legislation allows only for automatic adaptation to the price level.

Germany
The ammual upra’ting of pensions is fixed by legislation which takes

_into mccount the developmen. of wage levels in the three previous years. As

./
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in the esera ip ths Soolal Pudget worksd out each year by the Fedsral
Government, “he calculaticone have basan ocarrisd ovd as 1f the uprating wes

sutomaiiaa

France

A —

Automatic annuel uprating taking into acoount the development of
waga levels In the csss of contribuwicry pansions, sand upreting by legsl

instroment sometimes twioe a yaar for non-countridbutory old sgm pensions,

Ireland
Yearly adjustment to compensmate fov infiation and maintain the

growth in real wvalue,

T4nlr

Automatio adjustmsnt io changas in the cost of Living.

Luxembourg

Automatio uprating bpemed on the cost of living index, snd periodio
edjurtment of changes in wage lavels by logal imstrument or regulation.
(Thim ed jusiment should be carried out at least every £ivs years)e

S
e
o

Neﬁhmﬁ*lm—.dn~

I S (e st vy

Antewatio pdjuatment bmasd on the wage indexe

United Xing2om

Long-tarm pepafite eyae inareassd in line wiih the morament in the
gemaral laval of elibar prices or aszmingn. whishersr wanld bs mora sdventageous
to the benaficierien, whila phorg-term beralite contimme to e linked to the

moverent ‘0 ‘ha gengrel level af pvican,

0/0
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b. Receipts
24. — Ao far as syetems in group A are concerned, the national

delegations worked out the receipts for each of the various systems separately,
taking into account the relevant demographic trends and assumptions about the
variations in earnings. They also took into account the principles of budgetary
balancing, where en important part of the receipts came from the budgets of
the State and local authorities, and where this consideration was relevant as
well as the provisions in the national legislations designed to keep & balance
between the receipts and expenditure by adopting an adjustment method to
achieve a balance.

In cases whera a ceilinz on the amount of earnings taken into
account in assessing contributions exists, the changes in these ceilings have
been aligned with changes in hourly earnings. This process resulis in some

delay in changes of ceilings in relation to changes in average earnings.

~ The receipts for systems in groups C and D correspond in general
to the amounts of expenditure for these systems, since these systems davelop

in line with budget forecasts.

25, The following remarks will deal with two important and complementary

agpects

-~ the development of the national projections

~ their degree of comparability.

a. The development of the national projecticns

26, Economic forecasts, of an official or semi-official kind, are
available in all the nine countries. In comparison, the situation with regard
to social forecasts is less satiafactory, although in recent years a considerable

effort has been directed to this end.
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Several countriee already had a social budget (Germany and Prance)
or hed decided to crsats one (the Netherlands) some time before the beginning
of work on the Europsan Social Budgst.

Moreover, if France and the Netherlands had social forecasts
available for their economic and social planning, they were not t@e only
countries in this situstion, beiné joined by Balgium and Italy. Other countries
(Denmark and the United Kingdom) developed tuch forecasts as part of the planning
of public expanditure (in the short or medium term)o Finally, othsxr countries
had begun to develop similar forecaests (Luxembourg via forscaste of public ,
financing and for most of sooial pecurity, Ireland on the occasion of its third
economic and eocial development plan). It should be added thet developments

have accelerated over recent years in all Community countriss.

27 During the development of the projections to ba used in the
Burcpean Social Budget the naticnal delegations were obliged, by the force of
events, {0 reconsider the forecesting work in this ares in sach of their countries

end often had to choose new methoda,

In thaee circumstances o ocomparison between the prcjuotions in the
European 8Sooial Budget and the forecasts menticmed above, which are designed
1o meet objsotives set by the various Governments, might be somewhat hazardous.

For other reamons, toc, care should be %aken in interpreting the
indicntions given by the Community comparimon as set ou% in the Buropean Sooial

Budget in ite present state.

bo Degree of comparability beiwsen tha national projections

28. In spite of the efforts meade in the course of raversl meetings in
1973 to arrive at a common definition of tha elemants oonetituting the European
Social Budget, differances of interpraiation have orevt into the natiomal reports,
the basie of the presen’ overall report. This applins %o both verasions of the
first Furopaan Social Budget, evan if the =e=aond has bad the bensfit of certain

improvemente.

of o
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These differences concern essentielly the following points :

-~ the field covered
- the legislative assumption
~ the economic assumptions

- the period covered.

1/ The field covered

29. It should be noted that for 1970 and 1972 the data
(total or partial) provided by the naticnal delegatione for the Social Budget
and for the Social Accounts are not always the same. In some cases, significant
differonces axist. As well, the homcgeneity of the data provided in particular
for systems in group D (reforred to as "Other Social Astions") may be

que3stioned.,

Certain countries in fact put under this heading measures
which other countries do no; tuke into account or whicn sirictly speaking
should not at the moment be included (funciions such as professional training
of adults or public housing, which have not yet buen integrated into the
Social Accounts), Insofur as systems in group D represent an important element
in certain countries - ns will be illustrated later — the comparability of the

whole is weakenecd,

30. The point should be made that the exclusion oF certain
types of social expenditure - in particular on education and all capital
spending — will have differ:nt effects for different countries, depen’ing on
the sysiem in force. TMor example, where hospitals are public institutions,
figures for cuwrrent expanditure will underestimate the total expenditure on
healit, while where they are ownad by private establishments, religious or
charitable beccies, current paywmeats may include all expenditure, iaclvding

an allowance for capital costs, Family allowances, too, may to a certain extent
replace educational services, and the part played by each may vary between

countries,
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2/ The legislative assumption

3. It was decided that for the revision of the 1975 deta
the nationel delegations wouid take account of legislation in existenca ai

the beginning of 1975. Since, however, mot all ihe national projesctions could
be prepared in the same time period, certain experis included the effecte of
important changes occurring after that date, in order to give a more realistic
picture of {the situation,

32 Moreover, the use of a common assumption on legislatlon
does not mean that projections based on it are therefore comparable. In cases
where new lsgislation is necessary for an increasa in expenditure (as is
perheps the case for cash benefits), the rats of inorease used in projeotions

may be lower than where the increases are left to administrative decree,

3/ The economic assumptions

33, The economic assumptions also norrespond tc different
dates in 1975; for most countries they were arrived at during the first half

of_the year, although it was October in one oass.

34. 4/ The periods covered in the national reports begin and finish
at two different dates, depending on whether the finanoisl year begin on
January let or April lat. (The latter applies to Denmark and the United Kingdom,
end applied %o Ireland hafore 1975, when it began on Janusry lst). Completo
synchroniration doas not thersfors exist in this Community comparison,
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CHAPTER III

MATIN FINDINGS

- e G e o em  wm wen Omw e e - .. e . w—

35. The main effort in social protection is carricd out through
systems in group A (that is, insurance or social security). It is estimated
that between 80 % and 98 % of this protection was carried out through these
systems in 1975, which a.'e much more important than systewrs in the next group
in terms of expenditure size, group D (other sccial measures or social aid),
systems in group C (benefits to victims of political events or nasural

disasters) or systems in group B (voluntary payments by employers).

The division of the amount of protection between these various

types of systems can be ueen in Table 4.

36. The first observaticn to be made is on the relative importance of
the systems in group D for certain countries. These systems were extimated to
be more important in 1975 for certain countries than for others, pwrticularly

Treland {20 % of expenditure), United Kingdom (15 %), Netherlands (11 %)

A second observatior is that trends from 1970 to 1975 indicate if
anything a growth in the share taken by systems in group U in the countries
nentioned above. The opposite, decreasing trend can be sec: in countries such as
Iuxembourg, Italy and France, where systems in group D accounted for about .

5 % of total expenditure.

{1) The field of which wes detailed in the introduction.
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Table 4
Years Tvype of s};atems B DK D F A i L B X
1970 A 88,6 98,5 85,2 8643 82,1 88,0 92,5 91,3 857
B - - 2,8 2,9 - - - - -
c 394 OGZ 708 404 - 4&3 1@7 996 136
B 860 143 452 664 1’!'69 7@7 Seg 861 1257
100 100 100 100 100 100 100 100 100
1972 & 89,5 98,3 85,371 86,9 82,6 88,7 93,3 %0405 84,2
B - - 2,6 2.8 - - - - -
¢ 2;4 ) 092 791 492 - 3:39 19‘3 096 105
D 891 195 50 6..':1 17.4 T4 563 889 14,3
100 100 100 100 100 100 100 100 100
1975 A 91,2 | 98,0 87.2 | 883 197 | 913 | w7 | 817 | 837
B - 0,0 2,3 3.1 - - - - -
c 1,3 0,3 5.8 3,3 - 3,0 1.1 0,9 1.4
D 745 1,7 4.7 5,3 20,3 5,7 5,2 11,4 14,9
100 100 100 100 100 100 100 100 100
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In those countries where systems in group C play a significant
part (Belgium, Germany, France, Italy), their relative importance decreased

between 1970 and 1975.

Finally, the present lack of information about systews in group B

does not permit further enalysis.

a. Expenditure by type (Table 5)

37. Benefits comprise at least nine-tenths of total expenditure,
depending on the country. They may be paid in cash, such as pensions or

allowances, or given directly in kind, such as care by the social services.

Benefits in kird include the goods and services provided for
these eligible. They form e variable proportion of expenditure according to the
country meinly depending or whether health care is given directly in kind, or

is paid for in cash with reimbursement totally or pariially later.

Cash benefits represent around 60-75 % of tctal expenditure
depending on the country. (nly in GCermany does thewe nsem to be a trend
throughout the years covered towards a reduction in the part played by
benefits in cash, and a1009reeponding increase in the proportion accounted for
by bensfits in kind. In Denmark there is & slight tremd in the opposite

direction.

It has not been possible to find out what part of miscellaneous
benefits are paid in cash or kind, and this item is given separately in the

Table.

b. Benefits by funciion (Table 6)

38. The classification of benefits into different functions is by and
large uniform in the E.E.C. countries, but several exceptions occur,

For example, certain benefits in the functions invalidity and sickness in the
Netherlands are nct now classified separately as io ti:2 cause (whether via
"employment injury"™ or "ocsupstional disease' or not). Bencfits arising from
injuries suffered while travelling between home and the place of work are
included in "employment injury" in Belgium, France, Germany and Luxembourg

but not in general in other countries.

/e
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TYPE OF EXPENDITURE (as % of total expenditure)

Table 5
Years B X D F IR I L B UK
BENEFTTS
-~ in kind 1970 18,5 27,5 - 19,7 22,2 28,2 24.4 16,3 18,9 29,0
1972 18,7 27,0 22,2 23,7 32,7 25,6 16,4 21,1 28,6
1975 18,8 2545 23,6 24,1 28,7 23,1 177 2142 29,3
- in cash 1970 Tl4 68,6 7441 63,0 66,7 61,8 1944 7745 65,1
1972 70,8 1..69,0 70,3 62,0 61,1 58,9 7945 1504 65.4
1975 73,1 7049 69,2 63,0 65,8 61,8 7844 75,1 64,8
EISCELLANEOUS 1970 442 1,5 2.3 9,0 1,4 6,6 0.6 0,1 2,1
1972 3.3 1,4 3,6 8,6 2,0 6.6 0,5 0,1 2.4
1975 2,0 1,8 3.3 6,7 1,7 5.3 0.4 0,5 "3
' POTAL BENEFITS 1970 94,1 97,6 96,1 94,2 96,3 92,8 96,3 96,45 96,3
1972 92,8 9744 96,1 94,3 9548 91,1 9644 96.6 9644
1975 93.9 98,2 96,1 9}.8 96,2 90,2 9645 96,8 965
ADHINISTRATIVE 1970 549 2,4 3.9 548 3.7 Te2 3.7 3s5 36T
AND OTHER COSTS | 1972 742 2,6 3.9 507 4,2 8.9 3.6 3.4 3.6
1975 6,1 1,8 3,9 642 3.8 9,8 3.5 3.2 35
TOTAL 1970
EXPENDITURE 1972 100 100 100 100 100 100 100 100 100
1975
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Table 6
Years B X T 7 IR I L N UK
Sickness 1970 21,8 28,7 2742 2563 28,7 25,3 1744 30,0 26,8
1972 23,1 28,7 29.4 26,7 29,2 26,6 17,9 31,6 2643
1975 23,1 29,9 30,1 27,1 27,6 24,9 22,1 30,8 24,1
0ld age 1970 37,1 36,3 44,8 3747 3649 34,8 5652 40,9 46,8
1972 38,7 34,8 43,1 38,5 36,8 35,4 5740 38,2 4745
1975 39,3 3563 40,3 19,6 36,0 36,3 5542 36,2 47,4
Invalidity 1970 Be9 12,7 8,9 163 9,8 14,2 To2 11,9 7.9
1572 Te7 13,1 844 1.2 1045 1549 7ol 13,1 8,0
197 1 8,1 12,0 7.6 1,4 8¢S 16,0 641 15,6 902
Industrial injuries | 1970 1,4 165 506 4e7 0.4 o7 669 - 1,5
Occupational deseasd -972 4,6 1, 5¢5 445 0,5 3.2 663 - 1.3
1975 403 190 497 4a3 Oa4 297 695 - 1,&4
Unemployment 1970 4.5 3.1 1.5 1,0 5.7 1,1 0,0 3,2 4.3
1972 562 3.4 0,9 1,1 546 1,7 0,0 4,1 S5et
1975 748 542 3.5 269 8,0 2,8 0.4 547 5¢8
'Ha'ternity 1970 0.7 1,3 0,9 1,1 2,0 2,0 0,2 045 242
1972 loo 104 oe9 : 136 203 107 062 005 169
1975 0,6 1,1 0,8 D 1.4 2,0 1,6 0,5 0.4 2,0
Family bensfite 1970 18,2 15,1 8,7 ;19,3 14,9 10,8 11,5 13,4 B.4
' 1972 16,1 15,7 8,1 17,2 13,0 8,3 10,9 12,4 Te4
1975 14.6 1397 995 lsql 1567 908 809 1098 707
Hiscellansous 1970 4,4 1,3 2.4 9,6 1.4 Tel 0,6 0,1 2,2
14972 305 1.4 3.7 9,1 241 Te2 006 0,1 243
. ;75 2Q2 1@8 3.5 702 1.8 5.9 094 005 2’4
Total benefiis 1970
572 100 100 100 100 100 100 100 100 100
T275
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In all 00untriei, old age benefits occupy the most important
place, (These benefite also include relatively small amounts for desth benefits
and benefitis to survivors), Their importance was reduced between 1970 and 1975
in Germany and the Netherlends, but increased particularly in Belgiuu, France
and Italy. Benefits for sickness came second in importance. Here again, divergent
trends were apparent between countries, with an increase in the importance of
sickness benefits over the period only in Belgium, Denmark, Germany, France and

Luxembourg.

39. Two other functions came third in importance depending on the
country : family benefits in Belgium, Denmark, Francs and Ireland; invalidity

in the other countries,

Finally, benefits pald to
unemployed people have greatly increased in importance, particularly in 1975
In Belgium and Ireland, they are estimated as representing around 8 % of all
benefits in 1975, while in Denmark, the Netherlands and the United Kingdom

they are estimated as above 5 %e
C) Receipts

40, - As well as analysing sooial expenditure, the Huropean Social Budget
looks at the receipts whioh finanoce i%., This dual presentation is important,
not only in times of eoconomio stringenoy. Recaipta as wall as exponditure are
estimated in ourrent prices, and information on the inflation rates used in
the 1975 projections has bsen glven in Chaptar II,

‘8. Receipts by type (Table 7)

In general, three main types of finanoing exist in the Burcpean
Community, depending on the extent of direot contributions or, alternatively,
State intervention., On the one hend, a high degree of State intervemtion can be
8aen in 1975 in Nenmark and Ireland: on the othar hand, thas lowest degree is
found in France sand the Netherlands, The nther cruntries show a fairly wids
rangy of variation, but thera meems little onrrelatirn between the level of Stete

intarvantion and the lavel of recaipte,

of o
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Y
Bnployers sontributi = B DK D Table 7
and direst b: r;butlons 1970 46,6 10 F IR I L 1
tnnluding ¢ 1te 1972 46,0 102 4204 6545 19.3 55.0 X L
- : 1975 45,5 10, 46,0 65,9 1901 ‘ 36,4 43,9 3l
Enterprises o4 44,9 6 . 572 36,0 .
1970 38‘6 6 s 5'5 22.0 59‘7 3807 4209 33.9
1572 | 39,0 g3 | 322 | 492 11,5 | 4408 . 41,6 35,0
- Gowermn 1975 38‘2 6:4 §246 49,4 11.6 46°1 5203 31'9 24.5
B 2D Te3 30 | 12, 16.5 L5 | 1Ll 3% 12,0 946
éz‘;ielgzgids 1970 L1 2 2,0 15,6 6,1 1059 3.3 12,2 1003
r e ]
fnolediog 1 1912 21,9 ?'? 24,8 20,0 12,5 15,7 r =22 2.8
1575 | 21,3 2°8 405 | 203 4. | 13 24.8 35,8 18,4
- Employees © 24,3 20,3 ‘. 344 24.5 36,2 N
1970 17,6 ~ ) 13,7 15,2 24.3 33.6 18,4
197z | 13,2 _ 2.0 | 13.0 12,5 13.4 ) . 16,3
1975 17,5 _ 3.9 15,4 14.4 11.1 20,6 3067 1763
- Self 24,0 16 ¢ o 21,2 0 °
~employed 1970 3.4 0 13,1 12,0 210 30,8 17,3
1972 3.6 : 0,4 | 45 - .3 : 29,0 15,3
1975 3,7 - g'g’ 4,4 - 2:2 g’_g 308 1,0
- Non-employed 1970 0,0 _ * 3+ i 361 3.0 %? 10
1972 0’1 _ 802 065 - 000 o [ T 1.0
1975 0,1 - o'c2> 0,5 - o1 o‘% 1,3 0,1
Texes and govermnent | 1910 | 21,3 | 0.2 e 06 | 0l 0.3 113 o1
sdies 1972 28,0 ) 23 12,8 6745 ) :
s « 2
1975 30,0 gg‘(l) ;geg 12,1 65,8 23:2 §?‘3 11,9 38,7
Income from capital | 1970 5,0 * s 11,6 63,6 19,3 30‘0 i2‘3 39,7
and other receiptis 1972 4:1 303 4,2 1,8 0.7 5.6 8‘ 249 42,1
- 1975 3,2 ‘ 443 1.7 0,7 6,8 2 8.4 8.8
: . 2,7 4,0 5 6 . 845 8,6
}972 100 - 100 100 100 : oD
1
975 00 100 100 100 100
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The importance of direot contributions levied on employers and.
employees compared to revenus provided by the same groupe indirectly via
taxes depends on the institutional arrangsments in each country. Since no
informaetion is aveilable in this Social Budget on the exact shars of the
taxes provided by employsrs or empleyses, the proporticns in Table 7 should
not be regarded as an exact indication of a “burden" borns by any group, parti-

cularly in comparisons of one country with another.

Contributions by employers

41, The share of total finance contributed directly by
employers (both private enterprises and public admin’strations) wia socisl
security schemes shows considerable divergence batween different countries.
The highest shares are contributed in France and Italy., In the other countries,
except Denmark and Ireland, employers contributions are estimated as being

in the range 35-45 %.

Contributions hy households

Households may bs compssed of employeer, the self-employed
and those not active in the labour force. It can be ssen from Teble T that they

repressnt & lower share in finenoing than do employar's contributions.

Household contributions are moat impertant for the
Netherlanda, where they ars estimated to make up Just over one third of total
receiptn in 1975, In & group oonsisting of Belglum, France, Cermany and
Luxemtourg, they make up 20-25 % of the total, and 14~16 % in Irsland, Italy
and the United Kingdom. The 1975 level in Denmark was much lower than this,
at 3 %

Taxes and subsidies (from the State and loncal authorities)

426 Conaiderable varistion exists with respeot to the part
financed via taxes and subsidies, In 1975 Denmark with 84 % and Ireland with
64 % hed %he highest proportions; Prence with 12 %, the Nethariands with 16 4

s/o
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an& Italy with 20 % were at the other end of the scale. The othar countries

were placed between these two bands, with taxes and public subsidies accounting

for 42 % in the United Kingdom.,

Income from capital and other receiptis

This type of finance plays a more limited role, but
it contributed between 5 to 9 % of the total in Italy, Luxembourg, the Netherlands
and the United Kingdom in 1975,

b. Receipte by source (Table 8)

43. This viewpoint differs from that presented above, in that it

di stinguishes private from public enterprises, by including the latter in the
"Government" sector. One effect of this change is to give the "Government" sector
a larger percentage for every country, in comparison with the previous analysis.
Another effect is to bring out the contribution of private enterprises, although
it should be remembered thai any final figure for relative contributions by
private enterprises and households depends on the overall structure of taxatiom,

both direct and indirect, and the part played by the State.

e e T e ) — s e e Sew map e Oy eve e S e

44 . The practice of comparing total social expenditure with economic
aggregates such as national income {net national disposable income) has been
used in other Commission publications and elsewhere to indicate the scsle of
resources devoted to socialfaffairs. Such comparisons can serve as indicators,
but their drawbacks should be borne in mind, particularly in international

comparisons.

Tables 9 and 10 relate total social expenditu-e and benefits to
certain economic measures : the Gross National Product (at market prices) and
the National Income (net national product at factor cost). The trends
in both cases are similar. According to the proportion of national income
represented by the estimates for 1975, the countries can be divided into three

expenditure groups. One group includes countries where the proportion is around

o/
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Fable B
Years B X D F ir T L B 15:4
ENTERFRISES 1970 38,6 6,3 32,2 49,2 11,5 44,8 27,3 31,9 24,5
1972 39,0 645 33,6 49,4 11,6 46,1 26,7 30,7 23,6
1975 38,2 6.4 32,9 49,9 15,9 48,8 29,2 30,7 25,2
GOVERNMENT 1970 35,3 83,9 39,0 29,1 7563 33.9 39,0 23,9 48,3
1972 35,0 83.5 37,0 28,6 . 7343 33,7 40,3 24,5 50,0
i975 3743 88,1 - 38,8 27,2 69,7 30,7 285 26,8 51,9
HOUSEHOLDS 1970 21,1 6,8 2446 19,9 12,5 15,7 24,8 35,8 18,4
1972 21,9 Tel 24,5 20,3 14,4 13,4 24,5 3642 18.4
1975 21,3 2,8 24,3 20,3 13,7 15,2 24,3 33,6 16,3
OTHER SECTORS 1970 560 3,0 462 1,8 0,7 546 8.9 Bed 8.8
1972 4,1 2,9 4,9 1,7 0,7 6,8 8,5 8,6 " 8,0
1975 3,2 2,7 4,0 2,6 0,7 563 7.0 8,9 6,5
TOTAL RECEIPTS 1970
) 1972 100 100 100 100 100 100 100 100 160
1975
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Expenditure and berefits as % of the Gross National Product
(at market prices)

Table 3

Years B K D F IR 1 L y N UK

TOTAL 1970 | 18.1 | 19.7 | 20.9 | 18.3 | 12.8| 18.5] 17.3 | 20.7 | 16.0
1972 | 19.5 | 21,7 | 22.3 | 18.6| 13.3| 21.6| 19.5 | 23.0 .16-7

EXPENDITURE 1975 | 23.0 | 26.3 | 26.3 | 21.2| 16.9] 24.2] 25.3 | 28.0 18.5
TOTAL 1970 | 17.0 §19.2 20.1 | 17.2] 12.3| 17.2] 16.7 | 20.0 | 15.4
1 . 22.2 | 16.1

BENEFITS 1972 | 18.1 | 21.1 | 21.4 | 17.5| 12.7) 19.7| 18.8
1975 | 21.6 | 25.8 | 25.3 19°9} 16.3| 21.81 24.4 | 27.1 | 17.9
3
Expenditure and benefits as % of national income (1)

Table 10

B K | D F IR I L N UK

TOTAL 1970 | 23.0 | 24.9 | 27.1 | 23.9 | 16.61 22,71 23.0 | 25.4 | 20.9
] . 28- 21 -4

expenprTuRe 1972 | 244 | 27.6 | 29.1 | 24.1 ) 17.1| 26.1] 25.8 4 |
1975 | 2846 | 33.2 | 3403 | 277 | 21.0| 28.8]| 33.5 | 34.3 | 24.0

de
TOTAL 197C | 21.6 | 24.2 | 26.0 | 22.5| 16.0| 21i.1] 22.1 | 24.5 | 20.1
BENEFITS 1972 | 22.6 | 26.9 3 27.9 | 2247 | 16.4| 23.8) 24.9 | 27.4 | 20.6
1975 [26.8 32.6 | 33.0 | 25.9 | 20.2| 26.0| 32.% | 33.2 | 23.2
——— L SO L

(1) Net national product at factor cost.
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2

one-third of national income, end includes Denmark, Germany, Luxembourg and

the Netherlands. Countries in the second group devote less than a third of the
national income ‘o social expenditure, but at least & quarter : Belgium,

France and Ttely. The third group of countries, Ireland and the United Kingdom,
spend an amount less than a quarter of the national income on social expenditure,

according to the definitions used in this first European Social Bgdgeto

If the amounts spent on administering the health and social
security systems are excluded, and attention focussad on the bsnefits received,
no great changes occur in the grouping of countries and the proportions of

national income are reduced in every case,

el I e S

45. The above macro-economic comparison may be complementied wlih an
analysis at a more individual level. In this first Social Budgest, the data
available do not allow more than a rudimentary meamsure in terms of an average
per head but thie measure can provide some indication of differences which exist

betwesn countries of the Community.

Tables 11 and 12 show both expenditurs and benafite per hesd,
converted into European Units of Account (1),
This method of oomparison reflects in genersl the relative positions of countries
which was indicated above by looking at mooial expenditure and bensfits as a
peroentage of certain economio measures. Belgium snd luxembourg, however, ara‘
ghown for 1975 as having fairlylaimilar per head exponditure. Italy's figure
drops nrlightly below that of the United Kingdom. The two countries with ths
highest level of benefit per head are Denmark and Germeny immediatly followed
by the Netherlands. It should be remembered that the main dissdvantage with this
¥ype of oomparison is that it takems no direoct scocount of differences in the coet
-of living between countries. It thus distorts the differences in command over
g00ds and services provided by the benefits in different countries.

of o

—————— g et e

(1) These are calculated in units of account on the basis of the exchange rates
between national currency as indicated by the Statistical Office of the
Communities for 1970 and 1972. Reference will be made to thim subject in
Annex III/C, For 1975, the rate : dopted was an average of the rates over the
period January to Juns,
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EXPENDITURE PER HEAD (in units of aucount)

Table 11
B X D F (1) IR (1) I(1) L N uk (1)
EXPENDITURE 137C FLYN 629.2 645.8 526.3 174.1 320.6 520.1 . 501.1 354.2
PER HEAD 1572 629.2 815.8 356.7 652.2 236.3 436.5 667.8 721.4 457.8
: 1915 1 167.8 1 387.7 1 419.2 966 .4 343.7 5577 1 106.8 1 277.8 518.6
\&7 .
BENEFITS PER HEAD (in units of account)
' Table 12
B K D F(1) | IR 1 (1) L ¥ ‘K (1)
BENEFITS 1970 456.2 614.4 620.5 495.6 167.5 297.5 500.5 484.0 341.0
PER HEAD 1972 602.5 815.1 822.9 §14.9 226.6 397.7 643.6 696.8 441.5
1975 1 0639.3 1 26247 1 3450.4 34.6 136.5 503.5 1 068.3 1 236.8 558.4 .
(1) |

(1) Tuo exchange rates used for cunversion inio urnits of acccunt are an avarage of the rates during the period January-June 1975.
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CHAPTER IV

TRENDS IN EXPENDITURE AND RECEIPTS

46, This chepter sets out to examine the trends in social expenditure
and receipts over the yesrs 1970, 1972 and 1975. An annual average rate of
change is given in the tables so that the first part of the period may be
compared with the second. The major part of the discussion will refer to figures
in current prices, the form in which the data wer originally requested. In order,
however, to indicate comparisons of trends which are not distorted by dif-

ferencee in inflation rates in each country, the latter part of the
chapter sttempts to provide figures in constant prices.

47, At the time of oollecting data for this first European Social Budget,
1970 and 1972 were already in the past and therefore statistics wers available

on the actunl amounts received and spent in each country. 1975 was, at that

time, yet to come and therefore projeoctions were drawn up for that ysear.

As mentioned in Chapter II, these projections were based on ‘the legislative

. or polioy position at the beginning of 1975, and latest available estimates

of changes in other factore affeoting the data, particularly prices and sarnings.
Thus the trends studied in this report are likely 1o bs very similar ic those
vhich will be shown when the definitive mtatistios are avsilable for 1975.

&« Type of expenditure

48, Table 13 showa annual average inoreases in total oxpenditure, split
into benefits in oash, benefits in kind, and administrative costam. The trend of
total expenditure in nominal terms over the whole psriod was for it 4o inorease
by between 15-20 % yearly, exoept in Ireland where the inecressa was about 24%.
In general, the rate of inorease guiokened appreciably between 1972 and 1975
comparad to between 1970 and 1972, mainly because of higher inflation. The main
exceptliona 1o this trend were Germany, and the Netherlands, with more or less

steady rates of inorease,

of o
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TRENDS IN EXPEKDITURE BY TYPE (anrual rates)

‘fable 13
B K D F IR I L N UK
BENEFITS 1970/72 15,4 15,5 20,5 16,3 27,2 20,9 13,7 26,4 13,0
IN KIND 1972/75 20,0 16,8 17,5 18,7 22,8 17,5 22,2 20,2 22,3
[1970/75 18,2 16,3 18,6 17,7 24,1 18,8 18,7 22,5 18,5
-
BENEFITS 1970/72 14.0 17,1 10,6 11,6 12,7 15,5 13,2 17,8 14,0
(IN GaSH 1972/75 21,0 20,1 14,4 18,7 31,9 22,6 18,9 19,7 21,0
1970/75 18,2 18,9 12,9 15,8 23,8 19,7 16,5 19,0 18,2
TOTAL 1970/72 13,8 16,6 13,5 12,5 17,5 16,9 13,2 19,6 13,8
BENEFITE  |1972/75 20,3 19,3 15,1 18,3 28,8 21,2 18,8 20,0 2Lo4
1$70/75 17,6 18,2 14,5 15,7 24,2 19,5 16,6 19,8 18,3
ADMINISTRA- | 1970/72 26,4 22,3 13,9 11,2 23,5 32,0 11,1 17,5 11,1
A |1972/75 13,6 505 14,3 21,3 24,9 25,3 17.7 17.5 2005
I et0/75 18,6 11,9 14,2 17,2 2444 27,5 15,0 17,5 16,7
TOTAT 1970/72 14,5 16,7 13,5 12,4 17,8 18,0 13,2 19,5 13,8
EXPEND ITURE 572/75 19,8 3, 15,0 18,1 28,7 21,6 19,4 19,9 21,2
1970/75 17,7 18,1 14,5 15,8 24,2 20,2 16,8 19,7 18,3
{exoluding iransfers)
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Demmark and Itsly hed relatively small increasses in the rate of growth betwsen
the two periocds.

49. Benefits in kind grew at & faster rate than benefits in cash over
the whole period, except im certain countries (Belgium, Denmark, Italy).
The difference between the rates of increase was particularly noticeable in

Germany and the Netherlands.

The trends of administrative and other costs was broadly similar
to that of benefits over the period as a whole. The main exceptions were a
lower rate in Denmark, where administrative costs did not inorsase
a8 quickly between 1972 and 1975, and a higher rate in Italy although somewhat
less between 1972 and 1975,

b. Expenditure by function

50, Dirferent trends begin to hecome more spparsnt when the various
functions or purposes of social expenditure are examined, and large chenges
can be seen in Table 14 for those functions whose importance in total
expenditure ie relatively low, An examination by each main funoction reveals
the following :

Sioknass

The growth reate between 1970 and 1972 was inoreased in the next
peried for all countries exoept CGermany and the Netherlendas, with little
change in Italy. A partioularly high inorease in the rate of growth ococured
between 1972 snd 1975 in Denmark, Ireland, Luxembourg and the United

Kingdom ®

0ld age

5. The growth rate over the periocd asm a whole oompared to that of
sickne=n henefite varied from oocuntry to oountry. It was about the same rate
in Belgium, France and Ireland; lower in Denmark, Germaﬁy, Luxembourg and the
Netherlanda; and higher in Italy and the United Kingdom, All couniriee have a

u/o‘
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TRENDS IN BENEFITS 3Y FUNCTION (annual rates)

Table 14
B X b] hy IR I L N UK

SICKNESS 1970/12 17,1 16,7 18,1 15,6 18,6 17,4 14,7 22,7 12,8

1572/15 20,3 21,0 15,9 18,3 26,5 18,6 28,2 19,0 17,9

1970/75 19,0 19,2 16,7 17,2 23.3 18,1 | 22,6 20,5 15,9

OLD AZE 1970/72 16.2 14,3 11,4 13,6 17,5 17,9 14,1 15,6 14,7

1972/75 20,3 19,8 12,5 19,0 27.9 22,3 18,1 17,9 21,3

L1370/75 19,0 17,6 12,1 16,8 23,6 20,5 16,5 16,9 18,5

INVALIDITY 1570/72 567 18,3 19,3 546 21,7 23,7 12,5 25,9 15,0

1972/75 22,0 15,9 11,0 23,6 19,9 20,6 13,7 27,1 27,3

1970/75 15,2 1649 10,7 16,5 20,6 22,5 13,2 26,6 22,2

ENPLOY}?ENT 1970/72 17,0 18,1 13,1 11,6 27,0 9,9 8,8 - 7,0
INJURY/OCCUPA-

TIONAL DISEssE | 172/ 1746 3.5 10,2 15,8 25,7 14,0 20,5 - 25,2

. 1970/75 1744 8,8 11,4 14,1 26,3 12,3 15,7 - 17,6

UNEMPLOYMENT 1970/72 23,3 23,6 14,9 20,1 16,7 41,3 9.5 35,5 24,1

1972/175 37.7 37,1 83,0 |. 62,1 44,7 43,5 207,8 33,6 26,4

1970/75 31,7 31,5 34,7 |7 43,8 32,8 42,6 103,6 34,3 25,5

VATERNITY 1970/72 36,6 19,6 9,0 29,2 238,5 8,0 11,6 17,9 Te3

1972/15 - 1.4 11,6 9.6 14,8 25,1 16,9 51,2 10,5 22,6

- 1970/75 12,9 14,8 9,3 20,4 86,3 13,3 33,8 13,4 16,2

FAMILY 1970/72 Tol 18,9 9.7 644 344 245 10,1 14,7 644

| BEHENITS 1972/75 16,4 14,3 21,4 15,2 37,1 28,1 11,6 14,1 233

1970/75 12,6 16,1 16,5 11,6 22,4 17,2 10,9 14,7 16,3
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higher rate of inorease between 1972 and 1975 than between 1970 and 1972,
particulerly in Denmark, France, Irelend and the United Kingdom.

The trend for this function was a general slower rate of increase
in expenditure than for sickness or old age, except in Italy, the Netherlande
and the United Kingdom. The rate of increase in the latter iwo countries

was particularly high.

Unemployment

52. The average rate of increase in expenditure devoted to this funoction
betwaen 1970-75 was higher than for any the funotions méntioned sbove in

all countries. During the seoond part of the period, it was considerably
higher for oértain countries (Uermany, Franoe, Luxembourg).

Family benefits

| (lertain countries shared a muoh higher rate of growth in the

pecond part of the period than in the first (espeoially Ireland, Italy and the
United Kingdom), Other oountries had almost no inoresse (Luxembourg and tho
Netherlanda) or even a deorease (Denmark) in expenditure on family benefits.

It should be reiterated that the data in this first Eurcopean Sooial Budget

do no* include the effect of tax allowances based on family oiroumstanoes.

As well, ma%ernity benefits are listed separately in table 14.

a. Typs of receipts

| : .

53. Total receipts in currént prices show a pattern of growth in the
years 1970, 1972 and 1975 which was very similar to tbat of total expenditure,

in most countries : in other words, an increasing rate of growth in the latter
Years corresponding to an inoresase in inflation. Table 15 shows their develop-

ment,analysed by the main types of receipts: contributione of employers,employees

LY
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the self-employed and those not considered part of the active working force;

finance from Government; and income from capital or other sources.

54 o The repartition of receipts by type varies greatly from country
to country. Examples of relatively large increases and decreases can be seen

in Table 15 for certain types of receipts in certain countries.

55 In mosi countries, finance from governmental sources (the item
"Taxes and government subeidies'" in Table 15) han a somewhat higher rate of
increase over the period as a whole than receipts from contributions.

(The exceptions are France, Ireland and Italy). The differences in these.rates
of increase for pariiculsr countries are not great, except in the case of

the Netherlands where government finance increased at a considerably faster
rate than contributions. Receipts from capital and other sources increase

less rapidly than finance from Government except in France and Italy.
Considarable fluctuation in the rate of increase in receipts from capital and
other sources occurs within the period, however, for these two countries, as

it also does in the case of Jermany.

be. Source of receipts

56. The comparisocn in Table 16 is of interest because the different
clagsification of the various receipts indicates the proportion which flews
through the budgets of the State and local authorities (tazes + subsidies +
contritutions of the State and local authorities as employers) and the
proportion contributed by private enterprises or households. The rate of growth
over the period 1970-197% &8 a wnole in receipts via the public re-tor is
greater than social security comtributions by employers and households only
in Pelgium, Denmark, the N%therlands and the United Kingdom. In Germany and
Frarce, social security contribations are seen as growing at more or less ‘the
same rate, and slightly faster than finance via the Government sector. More
emphasis was placed on contributions from employers in certain countries,
especially in Ireland and the Urnited Kingdom. In Italy contributions from
households rise rapidly in the latter part of the period, whereas in Denmark

there is a significant decrease.

of
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TRENDS IN RECEIFTS BY TYPE (annual rates of change)

Employers B _ X D 4 IR I
contrivations and . ,1970/72 14,0 15,9 14,5 12,2 16,8 16,3
dirsct benefits 1972/75 18,3 20,4 13,2 16,7 3.6 20,1
- including 3 1970/15 16,6 18,6 13,7 14,9 2742 18,5
~ Enterprises 1970/72 15,4 18,9 16,3 12,0 17.9 15,6
1972/75 | 18,0 18,2 13,4 1704 42,6 20,5
1970/75 16,9 18,4 14,5 15,2 32,2 18,6 8
- Government 1970/72 T.4 10,9 10,0 12,6 15,0 19,0 8
1972/75 19,9 24,2 12,8 14,8 15,9 17,8 7
1970/75 | 14,7 18,7 11,7 13,9 17,9 18,2 &
Households 1970/72 17,1 19,2 14,9 12,9 25,9 565
ircluding 3 1972/75 17,6 - 13,1 13,9 17,0 26,5 23,3
| . 1970/75 | 11,4 - 144 14,3 15,3 26,3 15,8
- Employess 1970/72"| 16,1 - 13,4 13,6 25,9 442
1972/15 | 17,1 - 4.4 | 18,4 24,6 21,2
_ 1670/75 |° 16,5 - 14,0 16,5 25,1 14,1
=~ Self-amployed 1970/72 18,4 - 6,6 10,3 - 10,5
1972/75 19,9 - 505 12,6 - 33,6
1970/75 | 19,4 - 569 11,7 = 23,8
~ Non—smpleyed 1970/72 82,1 - 16,9 15,8 - 109,6
1972/75 11,6 - - 86,5 8.9 D 3,9
1970/75 35,8 - ~ 52,2 12,0 oo 37,6
Texes and govermment [1570/72 16,4 16,7 10,9 8,8 15,6 11,4 1342
subsidies 1972/15 21,6 20,8 17,6 15,2 27,0 13,2 18,6
197077 19,3 15,1 14,9 12,5 22,4 12,5 16,4
Jucome from capital  [1570/72 4.0 14,9 2343 Te9 17,9 | 258 54
and other rsceipis 1972/75 9,1 16,5 67 35,8 22,6 | £.8 2.7
1570/75 7,0 15,9 13,0 23,1 20,7 15,1 11,0
Total rsceipta 1670/72 14,8 16,7 13,7 11,8 17,2 14,1 11,2
1972/75 18i7 18,8 14,2 17.0 28,5 18,3 20,0
h970/75 | 17,2 17,9 | 14,0 14,9 23,8 | 166 4 164
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TRENDS IN RECEIPTS BY SOURCE (annual rates)

Table 16
T _ T . T T T - -
b 1 UK D F IR 1 L N UK

ENTERFRISES 1970/72 15,4 18, 16,3 | - 12,0 17,9 15,6 9.9 15,3 12,0

(Zrployers contributions 1972/75 18,0 18,2 13,4 17,4 42,6 20,6 23,5 20,1 22,2

and direct benefits) 1970/75 l 16,0 18,4 14,5 15,2 32,2 18,6 17,9 18,2 18,0

GOVERKKENT 1970/72  § 4,4 16,7 10,6 10,5 15,6 13,7 12,9 18,9 16,2

inoluding 3 197275 ) 24,3 20,8 12,6 15,0 26,4 14,8 19,2 23,8 21,2
. : 1979/75 18.95’ 19,0 ]']ﬁg 13,13 21,9 14,3 16,7 21,8 19,2 B

~ EMPLOYERS 1970/72 7,4 10,9 10,0 12,6 15,0 19,0 12,3 18,4 18,5

CONTRIZUTIONS 1372,75 19,9 24,2 | 12,2 14,8 19,9 17,8 21,1 15,6 17,8

L 1573/7 14,7 18,7 | 117 13,9 17,9 18,2 17,5 16,7 18,3

~ TAXES A2 SUBSIDIES [1070/72 | 16,4 €s7 | 10,5 8,8 15,6 11,4 13,2 16,5 15,6

11972/75 21,6 20,8 | 17,6 15,2 27,0 13,2 18,6 30,9 22,0

1970/75 19,5 19,1 | 14,9 12,6 22,4 12,5 16,4 26,2 19,4

HOUS EHOLDS -- 1970/72 17,1 19,2 1 14,9 12,9 25,9 5¢5 | 10,6 18,0 14,5

inoludi H 197:’/75 1706 = 13,1 13,9 17.C 2655 23,3 19,7 172 14,8

pading s 1970/75 17,4 ~ 1,4 14,3 15,3 26,3 15,8 16,0 17,5 14,7

= EMPLOYEES 1970/72 16,7 - 13,4 13,6 25,9 4,2 13,0 17,6 14,5

| 1972/75 17,1 - 14,4 18,4 24,6 21,2 19,6 17,7 14,7

1970/75 | 16,9 - 14,9 16,5 25,1 14,1 16,9 17,7 14,6

- SELP-EMPLOYED 1970/72 13,4 - 5,6 10,3 - 10,5 - 3,2 19,7 13,5

1972775 15,9 - 545 12,6 - 33,6 20,0 11,3 18,1

1970/75 1944 - 5.9 11,7 - 23,8 10,1 14,6 16,3

- NON-EMPLOYED 1970/72 82,1 ! - 16,9 16,8 - 109,6 14,3 22,6 20,2

1972/75 11,5 - - 86,5 8,9 oo 3,9 21,6 21,3 4,9

1976/15 35,8 - - 52,2 12,0 oo 37,6 18,6 21,8 10,8

OTHFR SECTORS 1670/72 4,0 14,9 23,3 Te5 17,9 25,8 8,6 19,2 9,0

' 1972/75 9,1 16,5 €,7 35,8 22,6 8,8 12,7 21,4 11,4

1979/75 7,0 15,9 13,0 23,1 20,7 15,3 11,0 20,5 10,5

TOTAL RECEIPTS 1970/72 14,8 16,7 13,7 11,8 17,2 14,1 11,2 17,5 14,3

1972/75 18,7 18,8 14,2 17,0 28,5 18,3 20,0 5! 13,5

1370/75 1 17,2 ' 17,9 | 14,0 14,9 23,8 16,6 16,4 19,0 17,4
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C) Trends in gonstant prices

27- The analysis in seotions A and B abeve is given in currant priocesg.
When inflation is occurring or is projected to oocur at different rates in
different countriss, then couparisons beitwesn countrieg in termg of growth
rates based on nominal values may be misleading. To obtain a comparisen in
real terms of trends in the soclal expendiiure and receipte, it is necessery

to Baparate chenges caused by inflation from changes to ovther faciors,

58 In this first Europsan Sooial Budget, it has only baen possible

to attempt iun & cruds way a couwpariaon of itrends due to factors other than '
inflation. Data wam aveilable only on the general consumsr price index for

each country. No acccunt cam be faken of the fact that prices of sccial services
may rise at & different rate from prices in general, or that the psople who
receive social beneiits m&ﬁ'have different spsnding patterns then the general
population.

& Exgsnditure

e ap s s

Table 17 indicetes thet the average yearly incrsase in real terms

_ over the period 1970-1975 ranged from about 5.5 % to 10.5 %, coupared to a range
 of l4e4 % to 24,3 % in nominsl terms. If the first part of the peried
(1970-1972) is ccmpared with the second (1972-1975), then social expenditure

in oconstant pricee is shown as qaving & higher rate of inoresss in the seoond

part only in Franoe, Ireland snd Luxembourg.

be Roceipts

The rote of growth in receipts st oonstant prices is on the whole
‘lowsr than that of expenditure, similar to the trend in ourrent pricea.
Over the pariod 1970-1575, the annual average rate of inorsase rdnged from
4.3% to 9,9% in constant prices, oompared to & range of 12.5% to 24.0% 4in ourrent
' prices.
Comparing the first pert (1970-1972) of the period with the second (1972-1975),
recelpts have g higher rats of incresase in the seoond part at constant pricses

-/o

only in Ireland, Luxembourg and the Netherlands.
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percentage increases)

Tabie 17
B DK D r IR I L f UK
EXPENDITURE
Constant 1970/72 9.2 9.6 8.1 5.3 8.3 11.1 7.9 10,9 5.8
prices 1972/7s 8.4 6.7 749 £.5 9.7 5.0 9.7 10.3 5.3
197¢/}5 8.7 7.9 8.0 Ce5 | 79,1 7.4 9.0 10.5 5.5
Current 1970/72 14.6 16,7 13.5 12.4 17.8 18.0 13,2 19.5 13.8
prices 1972/75 " 19.8 19.0 15,0 8.1 28,7 21.6 19.4 19.9 21,2
1970/75 17.7 18.1 14.4 15.8 2443 20,02 16.9 19,7 18,2
RECEIPTS
Constant 1970/72 10.9 9.7 7.8 5.8 7.7 7.4 6.0 9,1 6.2
prices 1972/75 7.4 6.5 7.1 5.6 9,5 2.2 10.3 10.5 3.9
1970/75 8.8 7.9 Ted 5.7 8.8 443 8.6 9.9 4.8
Current 1970/72 14.8 16.7 13.7 11.8 17.2 14,1 11,2 17.5 14.3
prices 1972/75 18.7 18.8 14,2 17,0 28.5 18.3 20,0 20.1 19.6
1970/75 17.1 18,0 14.0 12.5 24.0 16.6 16.5 19,1 17.5
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CHAPTER V

T et A O3 201 2 g O

COMPARISON OF EXPENDITURE AND RECEIPTS WITH

NATIONAL INCOME AND GROSS NATIONAL PRODUCT

59, The main results of 2 comparison between the level of social
expenditure and that of the national income or gross national product have
already been presented in Chapter III. This chapter discueses {the comparison
in more detafl y 88 regards the constiituent paris of expenditure and
receipts. To avoid repetition, the commentary concentrates on the comparison
with national income, since the trends in national income were broadly

similar to those in gross national preoduct.

A) Exgegditzrg

60, Over the period 1970-1975, the dats indicate an increase in the
amounte spent via benefits in cash or kind, compared to both national income
and the gross national product, (Table 18 givea detalls of expenditure in
cash and in kind as a proportion of national income and Table 19 the same

for gross national produot)a

~ The rate of inoreass for scoisl expenditure as & proportion of

- national inoome differs greutly acoording to the oouniry concerned. The
highest percentage oan be seen in Denmark, Germany, Luxembourg and

the Natharlands (ubova 30 % inordase in the share of national inoome batween

1970 and 1975).
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e e Table 18
Years B K D F IR I L N UK
BENEFITS 1970 4,2 5,8 2 6 .
- in kina (1) . o ‘ 5 563 4.7 54 3,2 4,8 6,0
1912 tav 1,05 50 5.7 506 607 402 600 661
1975 5.4 8,5 8,1 6,7 6,0 6,7 5.9 T3 Tel
~ in cash {1) 1970 18,2 17,4 20,1 15,0 11,1 14,1 18,4 19,7 13,6
1372 17,2 13,1 2Ge5 14,9 10,4 15.3 20,7 21,4 14,0
1975 20,9 23,6 23,7 17,4 13,8 17,8 26,3 25,8 15,6
TOTAL BENEFITS (2) 1970 21,6 24,2 26,0 22,5 16,0 21,1 22,1 24,5 20,1
1972 22,6 26,9 27,9 22,7 16,4 23,8 24,9 2744 20,6
1975 26,8 32,6 33,0 25,9 20,2 26,0 32,3 33,2 23,2
| soMINISTRATIVE aND | 1970 1,4 0.7 1,1 1,4 0,6 1,6 0,9 0,9 0,8
OTHER COSTS 1972 1,8 0.7 1,2 1,4 0,7 2,3 0,9 1,0 0.8
1975 1,8 0,6 1.3 1,7 0,8 2,8 1,2 1,1 0,8
TOTAL EXPENDITURE 1970 23,0 24,9 27,1 23,9 16,6 22,7 23,0 25,4 20,9
(excluding transfers) 1972 24,4 27,6 29,1 24,1 17,1 26,1 25,8 28,4 21,4
1975 28,6 33,2 34,3 27,6 21,0 28,8 33,5 24,3 24,0

(1) BErcluding miscellaneous benefits

(2) Including

L]
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TRENDS IN EXPENDITURE AS % OF G.N.Pe

Table 19

Years' B K D F IR 1 L ¥ e

BENEFITS (1) . 1970 3,3 5.4 4,1 4,1 3,6 4,5 2,8 3.9 4,6
~ in kind 1972 307 509 4,9 4.4 493 505 3@2 4.8 438
1975 4,3 6,7 642 5¢1 4,9 5.6 4,5 6,0 5.4

—~ in cash 1970 12,9 13,5 15,5 11,5 8.6 11,4 13,9 16,0 10,4
1972 13,8 15,0 15,7 11,5 8,1 12,7 15,6 17,3 10,9

1975 16,8 18,7 18,2 13,3 11,1 14,9 19,8 21,0 12,0

™TLL BENEFITS (2) 1970 17,0 19,2 20,1 17,2 12,3 17,2 16,7 20,0 15.4
1972 18,1 21,1 21,4 17,5 12,7 19,7 18,8 22,2 16,1

‘ 1975 21,6 25,8 25,3 19,9 16,3 21,8 24,4 2141 17,9
: KDYMTNISTRATIVE 1970 1,0 0,5 0,8 1,1 0,5 1,3 0,6 0.7 0,6
| OTH?R COSTS 1972 1,4 0,6 0,9 1,1 0,6 1,9 0,7 0,8 0,6
1975 1,4 0,5 1,0 1,3 0,6 2,4 0,9 0,9 0,6

*OTAL EXPENDITURE 1970 18,1 - 19,7 20,9 18,3 12,8 18,5 17.3 20,7 16,0
‘excluding transfers) 1972 19,5 21,7 22,3 18,6 13,3 21,6 19,5 23,0 16,7
‘ ' 1975 23,0 26,3 26,3 21,2 16,9 24,2 25,3 28,0 18,5

>

2) Including o

1) Feclvding miscellaneous horefits
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a. Benefits by type (in cash or in kind)

61, An examination of the share in national income taken by benefits
in cash compared to benefits in kind indicates that the former were predominant

during the periocd studied.

In certain countries, however, a greater rate of increase in the
importance of benefits in kind occured than for benefits in cash, ‘especially
in Germany. (An increase in the share of the German national income equivalent
to benefits in kind from 5.3% in 1970 to 8.1% in 1975, while oash benefits
increased their share from 20.1% in 1970 to 23.7% in 1975). Tables 18 and 19
show the picture in more detéil, with reference to national income and gross

national product respectively,

.

b. Benefits by function (Taples 20 - 21)

62. For old age benefits (including death and survivors), the period
1970-1975 was one in which their development was such that they were estimated
to be equivalent to at least 10% of the national income at the end of the
period, for all countries except Ireland and Italy. The highest proportion

in relation to national income in 1975 was almost 18%, for Luxembourg.

The second most important benefit in terms of its size as
a proportion of national income was sickness benefit. It too amounted
to around 10% of this economic aggregate in certain countries : Denmark,
Germany and the Netherlands. An attempt can be made to look at total
spending on health as a proportion of national income by adding together
benefite for sickness, invalidity and employment injuries or diseases.
According to this measure, three countries were estimated to spend the equiva-
lent of around 14 % of their national incomes in this way in 1975 (Denmark,
Germany and the Netherlands) while at the other end of the scale three coun-
tries spent around 8% in this way (France, Ireland and the United Kingdom).

./
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TRENDS IN BENEFITS AS % OF NATIONAL IKCOXE

Tabla 20
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TRENDS IN RENEFITS AS % OF GoN.Pe

Tables 21
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i_
63, Unemployment. benefits acoount for a relatively small proporiion

of national income. They did, however, show the most change betwesr the yearsv

1970 and 1975, at least doubling their share in most cases.

A note of caution should be sounded here, since there may not
be in effect an exact delimitation between benefits given under the headings

of old age pensions, invalidity and unemployment. For example, a proportion:

©

of old people who are invalids or unemployed may in reality be regarded
a8 having finished their working lives before the official retiring age.
The influence of such faoctors may well vary from couniry to country, further

conplicating the task of making international compafisons.

Family benefits showed a slight inorease over the period, as a _‘J

proportion of national income, for most couniries.

B) Receipis

64 As a percentage of national income, total receipts in most
countries show a very similar pattern to total expenditure, with receipts
having a slightly higher figure (comparison of tables 20 and 22).

The Netherlands is noteworthy for having a moh higher percentage for
receipts than for expenditure, in this oomparison with the level of national

inoome.

Receipts have inoreased at a faster rate than national inéome over
the period, and thus the figures in Tables 22 and 23 are higher in 1975 than -
in 1970, This was not so for every type of receipts : taxes in France and



TRENDS IN RECEIPTS AS % OF NATTONAL INCOME

Table 22

Years B X D F IR I ) {176
EMPLOYERS CONTRIBUTIONS 1970 11,2 2.7 12,8 16,4 3,2 13,0 14,0 8,2
AND DIRECT BENEFITS 1972 11,8 2,9 14,0 16,5 363 14,5 14,8 8.4
inoluding & 1975 13,4 3,6 15,7 18,3 4,6 15,4 17,4 9,4
~ ENTERPRISES 1970 9,3 1,6 91 12,3 1,9 10,6 10,2 5.9
1972 10,0 1,9 10,2 12,4 2,0 11,7 10,6 5,9

1975 11,3 262 11,5 13,9 3,3 12,56 12,9 6,8

- GOVERNMENT 1970 1,9 1,0 3,7 4,1 1,3 204 3.8 2,3
1972 - 1,8 1,0 3,8 4,1 1,3 2,8 2,6 4,2 2,5

1975 2,1 1.4 452 454 143 2,8 3,5 4,5 2,6

HOUSEHOLDS 1970 5,1 1,8 To0 5,0 2,1 3,7 Gog 11,5 4.2
; ; 1972 5,5 2,1 Ted 5,1 234 3,4 5, 12,5 &,
tncluding ¢ 1975 6,2 1:0 8:5 5,’7 2¢9 3:9 8,9 14,0 4,4
~ EMPLOYEFS 1970 4,3 - 648 3.8 2,1 3,1 5¢3 9,8 492
1972 4,6 = Te2 369 2,4 2,8 569 10,6 443

1975 5,1 - 844 443 2,8 3,1 7.7 12,1 4,1

- SFLF-EMPLOYED 1970 0,8 - Ogl 1,1 0,5 1,0 1,2 0,2
1972 0,9 - 0ol 1,1 0,6 0,8 1,4 9,3

1975 1,1 - 0l . 1,1 0,8 1,1 1,3 9,3

~ NON-EMPLOYED 1970 0,0 - 0,1 0,1 0,1 0,1 0,5 0,0
1972 0,0 - 0s1 ! 0,1 0,0 0,1 0,5 0,0
1975 0,0 - 0,0 - 0.1 0,0 0,1 0,6 0,0

TAXES AND GOVERNMENT 1970 6,6 21,0 To2 3,2 5.6 Tel 3,8 9,3
SUBSIDIES 1972 Ts2 23,.4 7.4 3.0 56T 8,6 4,2 2.9
1975 8,9 29,3 9,4 3,2 5,1 10,9 8,17 11,2
INCCME FROM CAPITAL AND 1970 1,2 0,8 1,2 045 1,3 2,3 2,7 Z.é
OTHER RECEIPTS 1972 1,1 0,8 1,5 0,4 1,7 2,4 3,0 2,
1975 0,9 1,0 1,4 0,7 1.4 2.6 3,8 1.7
1

TOTAL RECEIPTS 1970 24,1 26,2 28,2 25,1 23,6 25,7 32,0 24,
1972 25,7 29:2 30:3 25,0 2563 27,8 34,5 3’5‘3

1975 29.4 34.9 35.0 27:9 2508 3606 4199 et
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including @
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TOTAL RECEIPTS
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Italy, employee contributions in Denmark and the United Kingdom, income from
capital or other sources in Belgium and the United Kingdom. (Table 23 contains

percentages related to the gross national product).

65, A different slant on the data can be provided by comparing the part
played by State finance (inoluding contributions as an employer) and that played by
contributions from employers and employees, expressed as a percentage of the

national inocome,

Table 24
Years B DK D F IR I L N UK
1. State and local 1970 8.51 22.0 [ 10.9 ] 7.3 |12.7 | 8.0 {10.0 | T.6{11.:6
authorities , .
(taxes and subsi- | 1972 9.0 24.4 [ 1142 Tel|12.6 | 8.5 [11.2 8.4(12.4

dies, contribu-
tions as employer)| 1975 11,0 30.7 | 13.6 | To6|14.6 | T.9 {14.4 | 11.2|13.8

2. Contributions of | 1970 14,4 3.4 | 1641|173 4.0 [14.3 113.4 | 21.7 10.3
private and other

employers, em- 1972 15,6 | 4.0 | 176|175 4.4 [ 15.1 |14.2 | 23.1|10.5
ployees and the
self-employed 1975 17e5] 3.2 ] 20,0]19.6| 6.2 |16.5 [19.6 | 26.9]11.2

The above table indicates the importance and often the growth of State
financing compared to contributions, It illustrates, too, that even in those
countries where benefits are equivalent to a high percentage of national income,.

guch as Denmark and the Netherland, the structure of finance can be very different.
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CHAPTER VI

CONCLUDING REMARKS
i

66, The social policies of the Member States partioularly in the field
of Socisl protection may often develop differently es a consequence of
national situations, in which social problems are not the same aeverywhere
nor felt to the same intensity, nor are they necessarily tackled in the

Bam@ fashion,

The primary objective of the European Social Budget is therefore to
provide a more complete acquaintance with these policies and with their
development, so that the national and community authorities will be able
to promote social progress in line with economio cn-operstion among the

Member States.

67. Since it gives only a partial view of these policies, the first
Social Budget cannot claim to be more than a step towards the realisation of

the above objective.

a. It only covers, in faot, the follow sectors : mocial
seourity, ald to victims of political events or natural catastrophies,
and other social aotion. A more widely-based poliocy of social protection
would cover, for example, subsidised housing, vooational iraining, end even,

. in oartain ocountries, the whole of education.

As well, the Scoial Budget tokes into socount only the current
expenditure. Polioles affecting the above seotors osn equally be ocarried
out via ocapital expenditure, particularly in the provision of community
feoilities (hoepitals, retirement housas, créches, workshops for the

handicapped, etoc.)
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68. The family policies of the Member States cannot be compared only by
looking at family allowances without at the same time taking into account '
tax allowances for dependants as well as services, as is the case in

saveral countries.

Health policy,too, cannot be judged without considering the cost of
facilities and equipment for the exercise of medicine and prevention ( Denmark

and the United Kingdom).

69. It would also seem opportune to mention the question of the economic
incidence of policies of social protection and their administration, which
affect production, consumption, public finance, the demand for and supply

of labour and its'state of health,'demographio development, community savings,

and competition.

T0. b. The projections in the Social Budget were established on the
assumption of constant legislation, giving an indication of the situation
which could occur if no changes occurred in the existing decisions or
orientations determining social protection, the development being solely
the result of natural or economic factors. In view of the fact that the
trend of social legielation has been one of improvement and extension,
any evaluation on the basis of constant legislation constiitutes a minimal
estimate for the sectors covered. One illustration of this is the great
difference in the data for 1975 given by each of the versions of the
European Social Budget. This difference is due in particular to the
legislative changes occurring in 1974 and the beginning of 1975,

This difference can also be explained by the fact that the economioc

assumptions were more in line with the actual development of the economy.
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IT.

Ti. The first European Social Budget thus provides 8 pertisl pioture
taken at one point in time of social protection and its devslopment in

the Member States. It dces, however, bring out the oharacteristios of na-
tional policies of social protecotion, snd a short regumé of the.most imporiant
points mentioned in preceding chapters will now be given. '

i

{

A) Expenditure

2. = It can be seen, firstly, that for all countries social expenditure
(in current prices) increases faster than national income. Table 25 below
illustrates this trend, already present in years previous to those covered

by the present Social Budget. It should be femembered that during 1973-1975,
two other factors played a part : the decrease, stagnation or slower increase
in the national income for the Member States on the one hand,and the steep

inorease in expenditure due to unemployment on the other hand.

Sooial expenditureland national income (in annual average rates)

Takle 22
2
Social expenditure B DX D F IR I L N UK
1970~1972 1 14,6} 16,7| 13.5) 12,4 | 17.8[18,0]33,2]19,5 | 13.8
1973-1975 : 19,8( 19,0 15,0] 18,1 | 28,7 21.6{ 19,4 | 19,9 | 2l.2
1970-1975 17,71 18,11 14,5| 15.8 | 24,2 20,2| 16,8119,7 | 18,3
National inoome
1970-1972 11.2 10.6 9:6 1108 1602 lOo3 609 1300 1204
1973-1975 13,6 12,0] 8.9} 12,8| 20,2 15,1} 9.5} 12,5 | 16.6
1970-1975 12.7] 11.4] 9.2| 12.4 | 18.6} 14.6] 8.4 12.7 | 14.9
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Although each country's trends have been in line with the general
characteristics and fundamental choices embodied in their own legislation,
it is nevertheless possible to observe tendencies common to all countries,
as concerns the size of the proportion of national income (or of the gross
national product) devoted to types of benefit. In particular, there is a
oontinued growth of benefits in kind and sickness benefits. The same trend
can be discerned for old age benefits, whereas family benefits seem either

to remain stable or increase (Table 26).

Benefits as a percentage of the National Income

Table 26

P —-

Benefits (1)
in kind 1970 4.2 0.8 5.3 5.3] 4.7] 5.6 3.2] 4.8] 6.0
1972 4.6 T.5] 644 5.7 5.61 6.T| 4.2| 6.0} 6.1
1975 5.4 8.5 8. 6.7] 6.0 6.7} 5.9] T3] 7.1

0ld age 1970 8.0 8471 11.6] 8.5] 5.9| 7.3| 12.4] 10.0] 9.4
1972 8.8]| 9.4 12.0] 8.7! 6.0| B8.4]| 14.2| 10.5| 9.8
1975 | 10e5] 11+5{ 13e3] 10.3] 73 9.5] 17.8] 12.0] 11.0

Family
Benefits 1970 3.9 3.7| 2.3] 4.3 2.7 2.3] 2.6 3.3] 1.7
1972 3.6] 4.2 2.3] 3.9] 2.1] 2.0{ 2.7 3.4 1.5
1975 3.9] 4.5 3.2 4.2 3.1 2,6 2.9] 3.6] 1.8

(1) Excluding 'miscellaneous' benefits.
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73. A greater affort is put into old age provisions in Germsny, Italy
(if it is borne in mind that a large part of the expenditure on invalidity ise
destined for the elderly), Luxembourg and the Netherlands. As regards family
benefits, Belgium, Denmark, France and the Netherlands devote a higher percentage

of national incoms than in other countries.

Finally, 1975 has seen a great increase in expenditure for
unemployment, a. consequence of the economic recession, as illustrated in
the Table. below.

Unemplojment expenditure in 1975

Table 27
~ Country In units of acoount As % of the
: ' National Income
B 797 742 503 2e1
DK 357 218 263 1.7
D 2 926 086 956 1.1
F 1 438 254 570 Qa7
IR 82 776 831 1.6
I 763 213 542 0,7
L 1 438 641 0.1
N 969 299 552 1.9
UK 1 816 013 628 1.3
T4. The demographic development over the period 1970 to 1975 is charaoter-

ized by a more rapid inorease in the population aged over 65 than in the working
or the total population. Certain ocountries seem even %o experience a reduotion

in their working population (Table 28).
of o
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development 1970 to 1975 (in indices)

V/281/76-E

Table 28
| x| n| ]l m | 1] | v w
TOTAL POPULATION 101, 6{203,0 { 101, 70 105, 2| 104,6| 102, 9 105, 1} 102, 0| 100, 5
WORKING POPULATION | 103.5/102,1] 99,6/106,0] 101.1| 99.8 108.4 99.9|100,2
POFULATION AGED 65 104.4{112,2 | 115,1{108,5| 104,3]113.4 1095 110, 2] 109,4

OR OVER

Although the influence of demogrephic factors is often masked by
other influences on expenditure, it is likely that the above developmenis
tend to increase expenditure, partiocularly for old age, with the resulting

cogte being spread over a relatively smaller number of contributors.

B) Regeipis

T5. In examining receipte, it can be esen that national decisions on

the nature of sources of finance are not subject to significant modification
during the period 1970 to 1975 (see Table 29).

The countries can me classified into three groups according to the

importance of State subsidies in total receipts. Their role is small in

Franoe and the Netherlands, larger in Belgium, Germany, Italy, Luxembourg

and the United Kingdom, with the largest part occurring in Ireland and
Denmark. (The United Kingdom is somewhat between the two latter positions)o

A
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Texes and publioc pubsidies (ss & % of total receipts)

gable gg

TAXES AND PUBLIC )
SUBSIDIES 1970 | 27,3 | 80,1 25.8] 12,8 | 67.5}23.7 | 29.9} 11.9 | 38.7
1972 | 28,0 | B0,0{ 24,6} 12,1 | 65.8 22,6 {31,0] 12.3 | 39.7
1975 | 30,0 | 8.1 26,8] 11.6 | 63.6]19.8 | 30.0} 15.9 | 42.1

Income from capital plays a negligible part except in Luxembourg,
the Netherlands and the United Kingdom.

76. If contributions from the State and local authorities acting as
employess ere brought into the reckoning, this division by groups can atill be
seen, It ghould be noted in this commection thet any judgement on the incidence
of social contributions on the ecomomy should take account of the high
proportion of theee contributions which pass through the budgete of the

State and local authoritles (mee Table 30).

Receipts from the Stete and looal authorities (as s % of total receipts) .

Table 30

STATE AND LOCAL
AUTHORITIES 1970 | 35,3] 83.9] 39.0] 29.1] 75.3}33.9| 39,0} 23.9 | 48.3

1972 3500 8305 37n0 2806 7303 33'7 4003 2405 5000
1975 | 37.31 88,11 38,8 27,2 69,7} 30,7 | 33.5] 26,8 | 51.9




77

- 58

V/281/76-E

Without wishing to take a position, at this stage, on the different

views on the economic signifiocance of combining two types of deduoctions -

soolal and fiscal - it may be useful to provide an indication of the 'burden’

placed on enterprises or physical persons by the total of such deductions,
data relating to tax deductions are for both the State
(1). Table 35 gives the percentage of the gross national

this contrivution.

in 1970 and 1972. The
and local authorities

product egquivalent to

e ——

of the Communities.

Table 31
B DK D ¥ IR I L N UK
1970
l. Tax deductions: | 24.9| 35.8 | 23.4| 22.7] 28.9| 18.4| 22.7] 25.9 | 32.8
2. Contributions
of households
and enterprises:{ 10,9 1,91 10,8} 13.1] 2.6 11.6] 9.7| 14.6 S5e3
(1)
TOTAL 35‘8 3707 3402 35.8 31 -5 3000 32-3 4005 38-0
i
1972
1. Tax deductions: | 25,5( 40.8| 23,9{ 22.2| 29,1} 18,7 26,1| 27.6 | 29,2
2e Contributions
of households 1) ‘
and enterprisgs. 11e7 2,0 11.71 13.4 2.9 12.2f 10e8] 15.5 5¢4
TOTAL 37,2] 42,81 35,50 35,61 32.0] 30,9] 36.9] 43.1 | 34.6
(1) Other than State.
./.
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The preceding Tabio should b interpreted with ceution simce ihe
determination of tha amourt of total dsductions in each couniry reguires
a more complete etudy, as ‘does the incidence of %nis deduciion, taking
aocount of iis distritution by taxation categories and by the origin of

recaipts for mocial protection.



EXPENDITURE (in aillions of national esrrency ooits] o APPERDIX

e s o

— ] B {11 D A ; D] ! L q RO
- inkind 1970 40 331,0 5 255.4 2% 058 30 653 45,07 2 716 650 1 280,5 & 100
) 1972 54 317, 4 70%.7 3% 382 41 513 76.40 3 286 S1¢ T 16592 _5 535 } 33;
SICKHESS 1975 63 737.% 11 3800 58 299 53 685 13461 5 478 380 3 0978 11 249 320
: - ip cash 1970 TE0L 3 i 7 T3 FETS LB 37008 T&.T 2775 371
1972 11 540.9 17850 15 852 § 515 13,15 3% 583 .5 3 871 I
1975 20 33,6 4 70,0 22 931 2 286 33,589 553 085 16082 6 209 1181
Lo A6 1970 81 652.3 8 195.5 61553 52 537 76,01 3 459 606 5 7766 9 383 571
1377 110 211,8 0 7041 76 363 67 813 104,85 5 813 405 & 214 12 535 & 826
8 1975 195 128.0 15 35%.9 108 717 116 340 719, 44 & 809 063 10 232,7 20 514 $ 709
- intind 1970 - 979 4 1763 - 15 2% 183 %09 M1 307 3
1972 12500 1332.8 713 7166 2% 538 1150 528 435
1SVALIDUTY 1975 2 3072 2 620.0 3438 % 374 79 1507 18073 350
- in cash 1910 TYB9%T FEsT 0578 L1 [N} 1359 Y 2 &5 20
572 7 158 7 2 6813 12 814 2 187 8.7 1 859 044 857.3 788 364
1975 27 7010 4 25,0 17015 4 050 1837 3 509 310 %335 7775 828
- in kipd 1970 12943 243 1 8% 977 - % 4% 5 - i
1972 954, 5 b 2m 1204 8,0 2 N6 3 12
Fuol SHIIRY 1975 17 5% 0 J 582 2 024 - 130 443 55
CCU.DISEA- = 4p cach 1970 YA A, 3750 X370 B8 VLK . Y07
£ 1972 17 252,9 4787 7 056 b 877 L4 . 347 18 122 ..
1975 19 765, 0 4530 9 574 10 515 2.82 520 819 P
. 1970 g 775.5 686 2 2124 1 59 .75 113 955 28 744 B2
UHEHPLOYKER] 1972 1 862 0 165L4 1537 1 962 1660 225 321 24 355 sz -
1975 38 767 2 707.0 9 422 8 339 43,59 £68 065 7090 3 752 1 666
- §akigd )OO 1604, %1 553 1168 4G 141 759 15 3 17 123.
1972 1 0442 nLi 570 15616 5,5 152 240 i 100 153
MATERNITY 1975 16921 N4 0 1 04k 7 352 10,52 229 541 537 121 30
~in cash 1970 - TI7-% 757 1X1 .5 e 951 57 I 52
1972 1 9465 3094 936 3 063 0. 84 429 16 ‘. "y
1975 7 2568 72,0 7 064 1707 205 149 128 34,8 108 53
L ILT BENEF TS 1979 36 984.6 34021 12 019 - 76 836 30,68 1077 118 50 3 085 567
' 1972 §5 846, 0 4 81L1 14 452 30 3% . 1133 759 1 187-4 5 053 756
1975 72 39,5 718090 75 810 45 477 95,48 2 35 3% 7 §50.5 £ 17 1415
LSCFLLAKEQY 170 97315 W7 3 269 12 368 2.50 700 833 52.5 b7 ]
SCELLAEGLS 1972 10 1559 440.7 & 585 i6 03 5% 93 67 814 % 29
1975 16 781.3 940.0 9 415 20 50 10,75 187 734 53,5 281 8%
W IISTRATIVE AN 1978 128328 S5 5 5 624 8632 £.04 773 306 3 832 307
3%222 COSTS 0 1912 22 086, 1 816 4 7 301 10 679 1.8 1327 5% 51L& 1158 9
1975 37 2994 358 0 912 19 072 23 % 2 611 57 £6C 4 187 564
RALSFERS 90 b 85,5 - - 6 203 5371 %0 875 156 287 A5
TRAHSFERS 1972 2 5506 ] . 8 539 78.63 1465 148 5526 e 1
1975 57,4 - . 1B 9% 191.48 ) 27! 30 182,89 10 59
TGIAL EXPERDITURE 1970 ggé g&JJ 23 ,_lé?-g ;43 5y : }gg 183 %> 4! 11 679 133 9 212.5 2h 28% 3 2%
5 §%-8 R 8§ 823 5 43 7% 12 3 432 giq § 07
}gg 579 229+2 §3 1530 81 24 26 5% 8- 83 19 833 78 & iR 1

O T

v v = - — - - o ToTTE ~
1) M€ financial year oegins on April ist. ror ireland it began onJanuary lsi. since 2505

-Q9 -



ENTERPRISES: EHPLOYERS 1970
"""""" CONTRIRUTIONS 1972
e 951
EMPLOYERS DIRELT 1970
JENEFITS 972
e e 1975
fOVERﬂf§§j§ 1970
o - EMPLOYERS 1972
_CONTRISUTIONS 1975
- THPLOYERS © 1970
DIRECT BENEFITS1972
e 1915
- TAZES AND 1670
— GOVERNMENT 1972
e SUBSIOlES 18915 .
- EHPLOYEES 1970
HQUSEHOLDS CONTRIBUTIONS 1972
e 1915,
- CONTRIBUTIONS !970
OF SELF. 1972
JEMRLOYED 1975 .
- CONTRIBUTIONS 1970
OF NON- 1872
I EAPLOYED 915
INCOME FROM CAPITAL AND 1970
QHER RECEIPTS 1972
e 1915 .
TRANSFERS 1970
1972
e 1975
IorsL RECEIPIS 1970
1972
1975

83 4522
123 230.6
202 004,7

15
3 308.5
5 331,

.................

15019
3 r62.8
b 421.0

18 246.3
19 725.3
J2 85580

57 219.9
31 024.5
163 864.6

53 493.5
59 203.9
$ 091.0

8 34513
11 0.8

...................

12 259.8
13 261.6
17 206.2

.................

231.8
7 323.k

746 401.1
321 0%8.6

544 510,2

RECEIPTS {in illions of astional currancy units)

S ) O O A
11954 30 863
1 96Q. % 43 297
e 880 [ 64 300 .
33,0 17 097
400.0 21 523
...... 0.0 | 2944
. L %8
- 5 92%
........ S U L S
407 15 463
11507 17952
R ST U 2y 663
19 571.2 38 470
% 641-7 87 ik
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APPENDIX TII

- A) NATIONAL INCOME (Net national product at factor costs) (in thousand million national currency units)

Years B X D F IR I L b 11:74

1970 1 019,0 93,151 529,2 619,666 1,2897 47 086 38.369 93.7 39.530
1972 1 261.4 113,920 635.7 114.9 1.7405 57 258 43,803 119.7 49,933
1975 1 849.9 160, 000 820.5 1 112,0 3,020 93 151 57.401 170.6 19,250

B) GROSS NATIONAL PRODUCT (Gross national product at market prices) (in thousand million national currency umits)

Years B K D F IR I L ¥ UK

1970 1 291,8 117.797 685. 6 809. 170 1,6696 5T 937 4 51,046 115.0 | 51,516
1972 1 575.4 145.583 828, 8 1 007,122 2.2421 69 026 58,135 147.8 64,058
1975 2 296,8 201.630 1 069.5 1 451.591 3. 750 111 042 16,064 208.9 102.850

¢) VALUE OF THE UNIT OF ACCOUNT IN NATIONAL CURRENCY (1)

Years B X D F (2) IR (2) I (2) L i K (2)
1970 50,000 7.500 3.660 5.554 0,417 625,000 50. 000 3,620 . 0.417
1972 48657 7.578 3.499 5. 554 0,417 631,342 - 48.657 3.523 0. 417

| _1975(2) _ 48657 _ 1 _ _ 7.5718_ _ 1 _3.220 _ _ | _5.798 __| o.587_ _ _ | _875333 _ | _48.657_ _| _3.355 _ _|__ 0587 _ |

(1) Source : National accounts from the Statistical Office of the Buropean Communities - 1973'(Eurostat).

(2) The exchange rates used for conversion into units of account are an average of the rates during the peried Jenuary-June 1975.
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APPEVDIX IV
The Council deoision dated 9 November 1972 (1)
" The Council aots %n the proposal made by the Commission %o the

" Qounoil : |

" ~ the report on the medium~term forecasts on social expenditure and its
" financing in the member states of the Community

" Jdoe. 1104/72(S0C 131)/

*  and

" ~ on the draft of a working programme to work out the Buropean Social
" Budget, and gives its compliments on the work accomplished in fulfilment
" of the mandate given by the Council in its session of 26 November 1970

" /doc. R/1900/72(50C 193)/.

"

»

" The Council observes that the objeotive of establishing a European

" Sooial Budget such as defined h& its decision of 26 November 1970 can only
" be reached by successive stages, in so far as ooncerns the ocontents and the
" period oovered by eaoh of these budgets, '

"

1]

" As regards the f£irnt stage,the Council agrees, without prejudice
" %0 the deoisions which must be taken for the ensuing stagee, to the

" following

o/ o

T en 0o wteas o S

(1) Extracted from deoision 214, Counoil meeting on 9.11.1972,
doos R/2746/72 (SOC 275) dated 8.12.1972, page 13
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" a) The first European Social Budget will be based on the present

c)

oontents of the Bocial Accounts of the Community and will relate,
for the reirospective part, to the period 1970-1972, and to the
estimates for the pericd 1973-1975; the Commission will draw up
this Budget in liaison with the national experts;

The Commission is inviied to undertake in liaison with the national
experts, studies to exumine ways of extending the social budget,
notably in the fields of adult vooationél training and gocial housing,
and to present to the Council, should the ocoasion arise, proposals

which prove necessary;

The Committee of Permanent Representatives is instructed to examine
the proposals formulated by the Commission in Chapter II of the draft
for a working programme studied above in order that the necessary

decisions can be taken rapidly.
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