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INTRODUCTION

This latest publication by MISSOC, the Community information system
on social protection, provides up-to-date information on the situation of
social protection systems in the member states of the European Union on
the 1Ist of July, 1994, and on the most important measures initiated
between 1.7.1993 and 30.6.1994.

MISSOC is an information system created at the suggestion of the
European Commission, Directorate-General V, to provide brief, up-to-
date and comparable information for the people employed in various
services of the Commission, the authorities in the member states, em-
ployees and trade unions, all persons and institutions interested in the de-
velopment of social protection and social protection organisations.

MISSOC consists of representatives of the Ministries and authorities
responsible for social protection in the twelve member states of the
European Union, who work in close and regular cooperation with each
other to collect information and prepare it for annual publication.

In 1993/94, MISSOC work was carried out by the following represen-
tatives of the member states:

Belgium Mr Jacques Donis
Mr Robert Mathieu
Ministére de la Prévoyance Sociale,
Service des relations internationales,
Brussels

Denmark Mrs Kirsten S6derblom
Mrs Karin Mohl Larsen
Socialministeriet, International Relations
Division, Copenhagen

Mrs. Anni Banke
Direktoratet for Social Sikring og Bistand,
Copenhagen

Germany

Greece

Spain

France

Ireland

Mr Rainer Pritzer
Bundesministerium fiir Arbeit und
Sozialordnung, Internationale und
Europiische Sozialpolitik, Bonn

Mr Friedrich von Heusinger
Informationsbiiro des Freistaates Bayern,
Brussels

Mrs A. Grammatika-Kontessi

Mr Nikos Gryllis

Mrs Despina Patouna

Ministere de la Santé, Prévoyance et
Sécurité Sociale, Direction des
Conventions Internationales, Athens

Mr Jose M@ Garcia-Casillas Diaz

Mr Eduardo Larrea Santaolalla

Mrs. Maria del Camino Canals Parets
Instituto Nacional de la Seguridad Social,
Madrid

Mrs Frangoise Turoche

Ministére des Affaires Sociales de la San
é et de la Ville, Direction de la Sécurité
Sociale, Division des Conventions
Internationales, Paris

Mrs Nicole Deletang
Centre de Sécurité Sociale des
Travailleurs Migrants, Paris

Mrs Mairead Gaffney
Department of Social Welfare, EU/
International Division, Dublin




Italy

Luxembourg

Netherlands

Portugal

United Kingdom

Mrs Anne McManus

Mrs Clare Smith

Department of Social Welfare,
Planning Unit, Dublin

Mrs Cordialina Coppola

Mrs Laura Crescentini

Ministero del Lavoro e della Previdenza
Sociale, Direzione Generale della
Previdenza ed Assistenza Sociale, Rome

Mrs Gioia Mantero

Ministero dell'Interno, Direzione Generale

dei Servizi Civili, Ufficio Studi e
Cooperazione Internazionale, Rome

Mr Claude Ewen
Ministére de la Sécurité Sociale,

Inspection générale de la sécurité sociale,

Luxembourg

Mrs Renée Bronsgeest

Mr Ivo van der Steen

Ministerie van Sociale Zaken en
Werkgelegenheid, Afdeling
Grensoverschrijdende Sociale
Verzekeringen, Directoraat-Generaal
Sociale Zekerheid, The Hague

Mrs Sara Cardigos

Mrs Maria Do Carmo Martins
Ministerio do Trabalho e Seguranga
Social, Direc¢do-Geral dos Regimes de
Seguranga Social, Lisbon

Mr Mike Bradley

Mr Kevin Dench

Department of Social Security,
International Relations, London

In the European Commission, MISSOC is supervised by Directorate-
General V, Division V/E/2 (Social Security and Social Actions Pro-
grammes). The editorial preparation of the information in three languages
(French, English, German) is the responsibility of the MISSOC Secret-
ariat. The work is carried out by the ISG-Institut fiir Sozialforschung und
Gesellschaftspolitik in Cologne, Federal Republic of Germany. The tech-
nical aspects of publication are the responsibility of the Office for Official
Publications of the European Union in Luxemburg.

As in previous years, the publication begins with a comprehensive
analysis of the development of social protection and an account of the
most important measures introduced in individual member states. This
section of the report was compiled by Mr Edward James on the basis of
national reports from the member states. The following national reports
have been compiled under the exclusive authority of the national corres-
pondents for MISSOC.

The publication consists mainly of information on the central areas of
social protection in the twelve member states. As in previous years, this
data is presented in the form of comparative tables. The part begins with
a representation in form of a simplified flow chart of the institutions
responsible for social security in the member states. In response to the
wish of many of our readers, we have included the addresses of these
institutions. This representation is followed by a diagram highlighting the
various different aspects concerning the financing of social protection.
The tables III-XI deal not only with organisation and financing but alsc
with basic benefits to cover the risks listed in the IAO Convention, No.
102; cash benefits and benefits in kind in the event of illness, maternity
and invalidity benefits, benefits for the elderly and for surviving
dependants, benefits in the event of employment injuries or occupational
illnesses, family allowances and unemployment benefits. In addition, the
existing regulations on the guaranteed minimum level of resources are
also given, since 1992 in Table XII. New introduced is Table XIII, which
is a first step dealing with the social protection of the self-employed. The
topics dealt with in the tables were agreed upon jointly by the Com-
mission of the European Communities and the MISSOC representatives
of the member states. The selection was made solely for the means of the
information system and has no direct link with regulation (EEC) no.
1408/ 71. For those readers that do not receive this publication in their
mother tongue, the most important terms used in either German, English




or French are listed in the appendix with their translations into the six
other official languages of the European Union.

This edition, like its predecessors cannot claim to provide a complete
survey. The aim was not to present every benefit in detail, but to demons-
trate the main features of legislation in individual countries and to facilit-
ate quick comparison. The information contained in the comparative tabl-
es generally refers to figures calculated at the official rates as of 1 July
1994.

In the interests of comparability, the amount of benefits has been given in
ECU as well as in the respective national currencies. The figures given
below reflect the official exchange rates on July lst 1994.

BFR 39.591000 FFR 6.585890
LFR 39.591000 IRE 0.791888
DKR 7.542940 ITL  1910.210000
DMK 1.921310 HFL 2.154990
GDR  289.662000 ESC 197.871000
PTA  158.592000 UKE 0.782038

Given that the differences between the price levels are not adequately
expressed in the exchange rates, it is advisable to consult the information
comparing purchasing power in the individual member states. The corres-
ponding figures for July 1994 are included in the appendix.

Following the publication of the 1993 edition, a large number of readers
expressed their reactions and made suggestions in letters sent to the
MISSOC secretariat. This information proved very useful for the pre-
paration of this current edition. On behalf of MISSOC, we would like to
thank all the readers for the support they have shown and ask them to
continue to inform us of their ideas and reactions.







TRENDS IN SOCIAL PROTECTION IN THE EUROPEAN UNION

1st July 1993 to 30 June 1994

Light at the End of the Tunnel?

Last year this chapter of the MISSOC tables considered the
sense of crisis which seemed to pervade the ministries
responsible for social protection throughout the Member
States of the European Community. Besides noting the
measures which had been taken to combat the crisis, or
rather combination of crises, it observed that more wide
ranging measures appeared imminent, given the number of
studies and reviews of the different social security systems
which were afoot.

Over the last year this promise (or threat, depending on one's
point of view) has been fulfilled. Almost every Member State
reports significant changes during the 12 months to July
1994 and almost all of them follow the pattern of "crisis
management” outlined in MISSOC 1993.

Readers will recall that in 1993 three overlapping crises were
identified, one acute, one chronic and one impending. The
acute crisis was the unemployment crisis, which catches
social protection schemes in the classic squeeze of mounting
costs and falling income, whether the schemes are based on
employer and employee contributions or financed from
general state revenues. The costs are reflected not only in
higher unemployment benefits and allowances but also in

higher payments for disability and early retirement pensions,
which to some extent substitute for unemployment benefits.

The chronic crisis is the ever rising cost of publicly financed
health care, as the increase in provision never seems able to
meet the public's growing appetite for medical services. The
impending crisis is the demographic crisis as the children of
the post war baby boom advance towards retirement in the
second decade of the next millenium, ready to claim their
matured pension rights from their children and grandchildren
whose ranks have been thinned by decades of falling birth
rates.

The pressure of these crises has created a real convergence of
policies in European social protection ministries, although
not the convergence that the European Commission had in
mind when it drafted the Recommendation on Convergence
adopted by the Council in 1992. Last year this chapter classi-
fied most of the changes in the previous 12 months under
seven headings: pension reform, restriction of unemployment
and other cash benefits, control of medical costs, adjustment
of contributions, alternative methods of financing (including
privatisation), administrative changes and active employment
measures. This framework is equally valid this year, both in




the long established social security systems of the northern
states and the more newly developed systems in the south.

Nor is this scheduled to be the final tightening of the belt.
Studies and reviews of social security are still in progress
and more austerity is promised for MISSOC 1995 to
consider.

Yet not all the changes have been purely defensive. There is
always something positive to record and the most important
single initiative this year is undoubtedly the inception of a
"tenth branch” of social security to supplement the classic
nine enumerated by the ILO in 1952. This new branch has
appeared in Germany, with the introduction (after 20 years of
discussion and debate) of compulsory Nursing Care insur-
ance.

Pension Reform

The long-awaited reform of the French pension scheme,
under discussion since the White Paper over four years ago,
was enacted in July 1993 and came into force in 1994. The
pension schemes of three of the five largest states in the EU,
Germany, Italy and France, have thus all been reformed in
the last four years, with similar cost saving objectives and
with considerable similarity in the measures adopted. The
UK scheme had aiready been reformed in a similar vein in
1986 and the reform of the Spanish scheme is currently the
subject of lively debate.

The most salient feature of the French reform is the decision
to increase the minimum period of contributions required to
qualify for the full pension. In effect this is a selective
increase in the pension age, bearing upon late entrants to the
scheme, mainly persons who started employment after
extended periods of education and training and hence usually
better qualified and better paid than other workers.

This limited and indirect move towards a higher pension age
has a particular historical significance. It was ten years ago

that France lowered the qualifying age for a full pension to
60, culminating a movement throughout the Community to
lower pension ages and widen the possibilities for early
retirement. At the time it seemed to be a humane way of
clearing older workers from an overcrowded labour market.
France's current decision to move gently in the reverse
direction signals the ascendancy of a second wave of reform
tending towards higher state pension ages which has now
embraced almost all the members of the European Union.

Amongst other changes the French pension formula has been
revised to base the pension on earnings over the last 25
rather than the last 10 years in employment. The measure
with the greatest long term financial impact, however, is the
decision to revalue both the earnings on which pensions are
calculated and the pensions in payment in line with price
changes and not, as previously, in line with the movement of
earnings.

A radical reform of the Portuguese pension scheme came into
effect at the same date. The minimum period of contributions
has been extended from 120 months to 15 years and the
pension formula has been revised to base the pension on
earnings during the best 10 years in the last 15 and not, as
previously, the best 5 in the last 10. The women's pension
age is being raised in six monthly steps over the next six
years to bring it from 62 to parity with the men's age of 65.
A full pension for both sexes will then depend on 40 years of
contributions.

These changes in the Portuguese scheme tend to reduce
pension entitlements but the introduction of a system of
revaluing reference earnings in line with prices has an
opposite effect. Previously there was no system of revalua-
tion, which given the country's experience of inflation could
greatly reduce entitlements, so that a large proportion of
pensioners were at the flat rate minimum.

The new scheme retains the concept of a minimum pension,
with pensioners with a contributory pension below a certain
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value receiving a supplement. Pensioners (apart from invalid-
ity pensioners) are also free not only to combine pension
with earnings but to build up further pension rights from
their continued employment. The overall effect of the reform
on the finances of the scheme is expected to be broadly
neutral.

An even more fundamental reform of the social security
system for the self-employed, covering all benefits, came
into effect in Portugal in 1994. A novelty of this system is
that insurance for family benefits and sickness (including
industrial diseases) is now voluntary. Contributors also have
discretion as to the income level on which to base their con-
tributions and benefits.

Elsewhere there have been lesser changes, although mostly in
the same direction. Following the recent Italian pension
reform there have been changes to the smaller state pension
schemes outside the general system (e.g. for state and local
government employees), limiting the possibilities for early
retirement. In the Netherlands the higher rate basic pension
for a person whose husband or wife has not yet qualified for
a state pension has been abolished and it is proposed that the
amount of the supplementary allowance for the unpensioned
partner will take account of the pensioner's income. In
Denmark the earnings rule for pensioners under age 70 has
been extended to all pensioners, the ratio between the basic
pension and the income related supplements has been
changed and the pension and the income guarantee have
become taxable (although with compensatory increases). In
Ireland the National Pensions Board has proposcd extending
the minimum period of contributions required for a full
survivor's pension from 3 to 5 years and for retirement or
old age pensions from 3 to 10 years.

Future changes in the pension schemes in Belgium and the
UK are more directly inspired by the movement towards
equal treatment between men and women than by demo-
graphic motives. Belgium already has a common pension age
for the two sexes but based on separate formulae. A common

formula is under consideration to be introduced from 2006.
In the UK the women's pension age will be raised from 60 to
65 in stages from 2010.

When the Council of Ministers adopted the first directive on
equal treatment between men and women in social security in
1979 it seemed inconceivable that equalisation of the pension
age could come about other than by lowering the men's age
to the women's level. The daunting cost of this was the
reason why the member states asked for the pension age to
be excepted from the scope of the directive. Equalisation is
now at last being achieved, but entirely in the opposite direc-
tion. The unthinkable has become conventional wisdom.

Last year this chapter questioned whether these demographic
anxieties were justified. Certainly there seems to be no more
objective reason to be anxious about the future of social secu-
rity in the 2010s than there was ten years ago. For whatever
reason the same facts which were once looked upon with
equanimity now provoke alarm.

Nor is there any certainty that raising the state pension age
will actually raise the age of retirement, since the age of exit
from the work force has continued to decline throughout the
1980s even though the movement towards lower state
pension ages ended about 1984. The current decline is being
financed partly by the retirees themselves and partly by
employers' pension schemes. Raising the state pension age
will merely transfer more of the cost of retirement to
individuals and employers and away from the state. The
demographic crisis seems to be more a crisis of public
finance than an economic or social crisis.

Finally, despite the general tightening of eligibility require-
ments, one aspect of pension schemes continues to be liber-
alised. The year has seen further progress in the
"individualisation" of pension rights for people outside the
labour market involved in the care of children or dependent
adults (mainly, but not exclusively, women). From April
1994 such people in Ireland can exempt up to 20 years of
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"caring" from their contribution record for the calculation of
their basic pension entitlement (i.e. they can qualify for a full
pension on 20 years' contributions). This is similar to the
Home Responsibilities Protection arrangements which
already exist in the UK basic pension scheme, although
unlike the Irish scheme they also cover the care of schoolage
children. The UK arrangements were extended in 1994 to the
second tier Earnings Related Scheme as part of one of the
trade-offs of cut backs and concessions such as took place in
several member states during the year, in this case to offset
the increase in the female pension age.

An alternative approach to providing an individual entitle-
ment to a pension (as opposed to a "derived right") for
persons who have spent a significant part of their lives in
domestic responsibilities was put forward in a report from
the "University of Women", requested by the Belgian
Minister for Social Affairs and presented in May 1994. This
suggested a two tier pension system with the basic tier
consisting of a flat rate pension based on a residence rather
than a contribution record. The Government has not yet
responded to this proposal.

Adjustment of Unemployment and other Cash Benefits

In MISSOC 1993 it was remarked that it is difficult to cut
benefits directly and that restrictions in unemployment and
other cash benefits usually take the form of tightening the
qualifying conditions or introducing elements of means
testing. This year Germany proved that a direct approach is
politically feasible. From January 1994 unemployed persons
with dependent children have seen their benefits cut by 1 %
and those without dependent children by 3 %.

Belgium, the Netherlands and Ireland have proceeded more
cautiously. In Belgium the waiting period for school leavers
and students to qualify for the flat rate unemployment benefit
has been extended, as has the employment period required of
younger workers to qualify for earnings-related benefits,

while the duration of certain benefits for the long term
unemployed has been reduced. The Netherlands plans to
tighten the rules on “suitable employment" and voluntary
unemployment for both insurance benefits and assistance
payments. Ireland has abolished the earnings-related supple-
ment to unemployment benefit, although with a compen-
satory 10 % increase in the basic benefit, and has made the
benefit taxable.

The UK meanwhile has proposed to abolish unemployment
benefit entirely. This is not as draconian as it might seem,
for the benefit is to be replaced by a "Job Seekers'
Allowance", which will also replace Income Support for the
unemployed. The practical effect of this measure will be to
reduce the duration of the insurance related benefit to six
months, bringing the UK into line with the USA and giving
it the shortest period of insurance related benefit in the EU.

After six months the unemployed claimant is to move to a
means tested benefit equivalent to the Income Support level
but administratively separate. This is designed to bring the
conditions governing the insurance and assistance benefits
("actively seeking work", etc.) more closely into line, but it
will have the effect of giving the UK a separate social assis-
tance scheme for the unemployed for the first time since
1948. The new system is proposed for April 1996 but has yet
to be approved by Parliament.

Denmark has also seen a major revision of the unemploy-
ment benefit system, but in this case establishing a maximum
duration of seven years. This is linked with the system of
guaranteed employment mentioned more fully in the section
on active employment measures.

As regards benefits for the sick and disabled, which to some
extent have become interchangeable with unemployment
benefits, most of the news again comes from the Nether-
lands. August 1993 saw the implementation of the Act to
Restrict Claims on Disablement Benefits which, as was noted
in MISSOC 1993, makes the level and duration of benefits
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dependent on the claimant's age, widens the definition of
suitable employment and introduces periodic medical
examinations.

The implementation of the Reduction of Sick Leave Act
followed in January 1994, to make employers responsible for
paying the first six weeks of sickness benefit, during which
they are to carry out inspections and counselling. This paral-
lels the revised Labour Conditions Act which requires
employers to have a policy to prevent sick leave, set out in
consultation with the work force. This is an example of what
is becoming known as "preventive social security", extending
a concept familiar in Employment Accident Insurance to
sickness benefit and other branches of social insurance.

The latest Dutch reform is echoed in the UK where legisla-
tion was passed in July 1994 (for implementation in April
1995) to abolish Sickness and Invalidity Benefit in favour of
a unified Incapacity Benefit. The benefit rate will increase
with the duration of incapacity, reaching the full rate after a
year. A major feature of the new system will be a tighter
regime of medical checks designed to achieve substantial
savings.

During the first six months of sickness most UK employees
look to their employer for Statutory Sick Pay, the cost of
which was formerly reimbursed 80 % by the state. From
April 1994 employers have had to bear the full cost. We
mention it here rather than under the heading of alternative
methods of finance as this is not intended as a simple transfer
of costs from the public to the private sector, for the move
has been accompanied by a more than compensatory reduc-
tion in social security charges. Rather, as in the Dutch case,
it is designed to give employers a financial incentive to
reduce sick absence (which otherwise may not be unwelcome
in a recession as a concealed form of job sharing) by
strengthening industrial discipline and also perhaps by
improving the working environment.

The Spanish government is planning to revise the structure of
sickness and invalidity benefits with effect from January
1995, bringing them more closely into line with other Euro-
pean systems. Amongst other changes it is proposed that the
National Institute for Social Security will take responsibility
for validating claims, using its own medical assessment
teams.

Other benefits have not escaped the pruning knife. A change
in the German system of relating family allowances to
income has halved the allowance for the third child in
families above a certain income level. The Netherlands is
considering abolishing the system of increasing the rate of
family allowance from the second child onwards as well as
curtailing survivors' benefits and increasing the element of
income relation.

In Spain the social protection of part-time workers and
apprentices has been significantly reduced, although the
motive in this case has been mainly to promote employment
through the corresponding reduction in contributions. This
has been described (not by the MISSOC correspondents) as
“cutting holes in the safety net to allow people to move
upwards".

Control of Medical Costs

The major reform of the Health Insurance system in Luxem-
bourg, described in MISSOC 1993, was implemented in
1994 and important changes have taken place in Belgium,
France and Italy. The Luxembourg reform touches every
aspect of medical care in the Grand Duchy, with new finan-
cial and administrative arrangements, new negotiating
systems and a new role for the representatives of manage-
ment and workers in fixing levels and conditions of benefit.

This last has been termed "responsibilisation of the social
partners" and responsibilisation is the watchword for the

15



reforms in neighbouring Belgium. These have seen more
financial responsibility being passed to individuals with a
reduction in the level of reimbursement for medical
expenses, plus charges for previously free treatment and an
increase in hospital charges. The effect of these increases on
lower income groups has been cushioned by fixing a ceiling
on the level of household expenditure on medical care above
which all treatment is free, the ceiling being fixed in relation
to household income. This arrangement does not apply to
charges for medicaments, but the system of free medicaments
for certain social and medical categories is unchanged.

Responsibilisation is not, however, confined to the patients.
Patients are encouraged to use doctors who conform to
certain conditions regarding in-service training, case
management and prescribing by making higher levels of
reimbursement available for their services. New controls
have also been introduced on prescription costs, including the
use of bar codes. Ways to promote responsibilisation among
the insurance funds are under consideration.

France, which also uses the system of partial reimbursement
for medical expenses, has seen changes in the same direction.
The proportion of costs carried by the patient has been
increased and the daily charge for hospital care has been
raised. Further efforts have been made to control the cost of
medicaments by requiring doctors to discriminate between
prescriptions for long term and short term conditions, so as
to reduce the volume of medicaments reimbursed at 100 %.

Italy has introduced a new system of charges for medica-
ments, which are now divided into three categories. The first
category of life saving drugs is free and the third category of
over-the-counter drugs is entirely at the charge of the
consumer. In the middle range the charge is 50 % of the cost
with exemptions for particular groups.

The UK and the Netherlands are still digesting earlier health
care reforms. In the UK more hospital Trusts have been set
up (almost all hospitals are now in Trusts) and progress has

been made in extending General Practitioner "Fundholding"
schemes. Under these latter arrangements groups of GPs
have their own budgets to purchase specialist care on behalf
of their patients, so that at least by proxy the patient can
exercise a degree of choice within the "internal market" of
the National Health Service. The Netherlands has paused to
evaluate the reforms of recent years before going on to a
further phase of convergence between state and private
schemes.

The UK and Dutch reforms are of course fundamental
reforms which go far beyond simple cost saving measures,
but they are both attempt to wring more value for money out
of the public health care system by introducing elements of
competition between health care providers.

Reducing Employers' Contributions

With so many social security schemes in financial crisis one
might expect that social security charges would be going up
all over the EU. This has been happening in some countries
and with some forms of insurance, but a more widespread
tendency has been to lower contributions, at least for
employers. This arises from the paradox that social security
charges are essentially a tax on jobs while the duties of the
social security system include compensation for loss of
employment and measures to promote job creation. It
appears self-frustrating to pay for this during a recession by
raising the tax on jobs and so encouraging employers to shed
even more labour.

It has become the conventional wisdom, confirmed in the EU
White Paper on Employment, that at least in the present eco-
nomic climate social security deficits cannot be filled by
raising the traditional sources of contribution income but that
alternative sources of income must be found while selectively
lightening the burden of contributions on business. But again
Germany has shown that the unthinkable is feasible. After
several reductions in the contribution rates for pensions since
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1991 the rates were raised in 1994 to a total of 19.2 %
divided between employee and employer.

This increase has been additional to the contributions intro-
duced to pay for Germany's new Nursing Care insurance,
currently 1 % of pay and due to rise to 1.7 %, divided
equally between the two sides of the employment contract.
However, in this case there has been an interesting quid pro
quo for the employers, namely the cancellation of one of the
calendar’s public holidays, chosen because it always falls on
a working day. Further measures to compensate for future
contribution increases are being considered.

In France there has been an increase in contributions to the
unemployment insurance scheme, but this has been offset by
selective reductions elsewhere, as described below. The UK
has increased employees' social insurance contributions but
employers’ contributions have been reduced. Ireland has
raised the ceiling on both employees' and employers' contri-
butions (by 4.5 % and 20 % respectively), but also with
selective exemptions for employers' contributions in respect
of certain workers. Spain has raised the employees' contri-
bution for unemployment insurance but the general level of
contributions will be reduced from the beginning of next year
through a reduction in contributions for non-employment
related contingencies. Denmark is a special case because it
has a system hitherto financed almost entirely from general
taxation and is now introducing payroll contributions. This
will be covered in the next section on alternative methods of
finance.

Reductions in employers' contributions have been
widespread. We have already noted the reduction in the UK
which more than compensates for the transfer of financial
responsibility for Statutory Sick Pay to employers. The
reduction is concentrated on contributions in respect of low
paid workers. Other countries have developed much more
complex systems of selectivity to encourage the employment
of certain groups.

France has favoured the employment of low paid workers by
exempting employers from paying family allowance contribu-
tions for the next five years for workers under a certain
wage. Belgium too has lowered contributions in respect of
low earners as well as for younger workers, workers hired
from the unemployment register and those taken on as a
result of work sharing arrangements (i.e. reducing hours of
work and taking on more staff). There have been extra
reductions for enterprises particularly exposed to interna-
tional competition (part of Operation MARIBEL). Ireland has
reduced contributions for low earners and extended the
exemption for workers recruited from the unemployment
register.

Earlier in the year Italy selectively lowered employers'
contributions for young people, handicapped workers and
new employees who had been long term unemployed, as well
as favouring work sharing schemes, the employment of extra
personnel in regions of high unemployment (i.e. the South)
and new enterprises. More recently the Government has
tended to favour tax incentives for employers taking on extra
workers and handicapped workers and for the long term
unemployed setting up their own enterprises.

The Spanish Labour Law of May 1994 included a detailed
schedule of reductions in employers' contributions for handi-
capped workers and older workers taken from the unemploy-
ment register, with extra reductions for such workers on long
term contracts. Small employers obtained concessions for all
workers taken from the unemployment register, with extra
reductions for first time entrants to the labour market. The
reduction of contributions (and the loss of protection) for
part-time workers and apprentices has already been noted.

Before moving on to comment on alternative methods of
finance we should note that Belgium is reforming the tradi-
tional system by replacing the separate contributions for the
different branches of insurance, common to most EU states,
with a global social security contribution from the beginning
of 1995.
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Alternative Methods of Finance

The corollary to lowering social security contributions is the
search for alternative methods of finance. In France this took
the form of a new tax, the Generalised Social Security
Contribution ("CSG"), introduced three years ago and levied
on all forms of personal income, as well an earmarked tax on
alcoholic drinks. These were both raised in 1993 but not in
1994, in view of the difficult economic situation.

The pension reform in France includes an effort to separate
the insurance from the "solidarity” (i.e. redistributive)
elements in the scheme. A "Fonds de Solidarité Vieillesse"
financed from the CSG has taken charge of the non-insured
elements, such as "assimilated” periods of contributions,
leaving the remainder to be funded on classic social insur-
ance principles.

Belgium is engaged in a similar endeavour to separate insur-
ance and solidarity, but in relation to the whole social
security system. The strategy currently being explored is to
reinforce the link between employment and benefits in the
branches of social security which replace former earnings
while universalising the coverage of family benefits and
health care and eventually financing them from general
revenues ("fiscalisation").

Linked with this has been the introduction of two new social
security contributions, one levied on all taxable income (the
Personal Social Contribution) and the other levied on pen-
sioners which takes account of all pension income public and
private (the Solidarity Contribution). Also elements of the
tax on energy, value added tax, excise duties and property
taxes have been earmarked for social security.

In Luxembourg the state has taken over payment of the
employers' 1.7 % contribution for family benefits, and a
special levy on petrol and diesel has been introduced to
support employment promotion.

Meanwhile, while most of Europe inches away from
contribution based systems the opposite tendency is at work
in Denmark, which starts from a completely opposite finan-
cial basis for its social security system. MISSOC 1993
described the setting up of three Labour Market funds, the
Cash Benefits Fund, the Activation Fund and the Sickness
Benefit Fund. These came into operation in 1994 financed by
a 5 % contribution from employees and the self-employed.
Contributions will increase up to 1998 and from 1997 there
will also be an employers' share. Entitlement to benefits is
not related to contributions.

The first fund finances passive employment policy; unem-
ployment benefit, early retirement and “transitional
allowances". The second finances active employment policy;
vocational training, education and training allowances and
the third finances sickness and maternity benefits and also
parental and sabbatical leave. A principal objective of the
system is to fund the new leave schemes which it is hoped
will relieve the employment market (see under Active
Employment Measures below).

Privatisation

Privatisation is an alternative method of finance in the sense
that it transfers expenditures out of the public sector. The
costs still have to be carried by society (except to the extent
that the private sector may be more efficient or economical)
but the government is spared the political difficulty of raising
taxation to meet increasing needs. The motives behind differ-
ent forms of privatisation range from the purely pragmatic to
deeply felt ideological commitments to reducing the role of
the state in modern society.

In the broadest sense restrictions on benefits are a form of
privatisation, in that the cost of the contingency is transferred
from public agencies to individuals. This is clearest in the
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case of increased charges for benefits in kind, such as
medical care. Another example is increased pressure on
liable relatives, illustrated by the UK Child Support Agency
which entered its second year of operation in 1994. This
initially politically uncontroversial measure has since aroused
fierce political controversy.

In all of these cases the administration of the system remains
in the public sector. A more radical form of privatisation is
the transfer of financial and administrative responsibilities to
employers, as with the first six weeks of sickness benefit in
the Netherlands and the first six months in the UK. As with
many forms of privatisation there is the hope that more direct
financial responsibility will reduce the incidence of the
contingency, be it sick absence, single parenthood or the use
of medicaments.

Although all forms of privatisation have been evident in
1993-4 the term is usually confined to the promotion of
private insurance schemes, mainly for medical care and
pensions. In most cases these do not substitute directly for
public sector provision ("contracted out" pension schemes in
the UK are the big exception) but governments support them
in the hope that they will relieve the pressure to expand the
public sector.

Legislation was passed in Italy last year and came into effect
in 1994 to set up a new regulatory framework for company
pension schemes, which so far are comparatively little
developed in the country. It is possible that the new govern-
ment will amend the law to give greater fiscal incentives to
privale schemes.

The Maxwell scandal, in which pension fund money was
used and lost on a large scale to support the employer's
collapsing publishing empire, prompted a review of UK
pension scheme law. The Pension Law Reform Committee
reported in September 1993 and the government published a
White Paper in June 1994 accepting most of the committee's
recommendations, including a requirement to increase

pensions in payment in line with inflation up to 5 %. The
target date for implementing the reforms is April 1997.

This episode emphasises the need for a strong regulatory
framework for private pension schemes. The Italian debate
underlines the importance of fiscal incentives if private
schemes are to develop as the "second pillar" of the social
security system. Between them they illustrate that privati-
sation involves a blurring of the frontier between public and
private. The second pillar may be useful to the overall
structure but it needs a lot of cross support.

The UK system of contracting out, under which employers
and individuals can make alternative arrangements in return
for lower contributions, has so far not been taken up on the
Continent. However, it is currently under consideration in
the Netherlands for the employees' disability pension
scheme.

Administrative Changes

Many of the changes noted above have involved administra-
tive re-organisation. For instance the Belgian move to a
global social security contribution has entailed setting up an
overall financial management body for all branches of social
insurance which will propose targets for social security
spending in general and health care in particular.

In the UK the process of dividing the formerly monolithic
social security. administration into autonomous agencies con-
tinues, with the creation of the War Pensions Agency. The
Benefits Agency is making further progress in developing a
"One Stop Service", whereby all benefits can be claimed via
a single office.

While some countries decentralise others combine schemes.
In Greece the process of combining small funds continues
with the amalgamation of the Customs Officials fund with the
main fund for the self-employed, while in Ireland all new
entrants to the civil and public services after April 1995 will
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have to join the general social security scheme, leaving
Ireland's only special statutory scheme to slowly age and
disappear.

Active Employment Measures

All the member states of the EU pursue active employment
polices, such as placement and training schemes, and they
have tended to grow more active as the recession continues.
At the same time the ratio of spending between active and
passive measures has often tended to worsen as the cost of
unemployment benefit increases.

Two member states, Denmark and the Netherlands, can be
singled out for particular comment, as they are the only
states to offer guaranteed employment programmes. Under
legislation which came into effect at the beginning of 1994,
the maximum duration of unemployment benefit in Denmark
is now seven years, divided into sub-periods of four years
and three years. During the second sub-period the beneficiary
is guaranteed an income equivalent to the full rate of benefit
but this may take the form of a guarantee/obligation of
employment or training.

During the first sub-period persons who have been unem-
ployed for over 12 months have the option to receive 80 %
of their benefit entitlement for up to 12 months and to
combine this with earnings up to a ceiling. This option is
available to all beneficiaries during the second sub-period.

The guarantee is reinforced by the leave schemes, financed
by the three new Labour Market Funds (see above). Leave
may be granted for education or training, child care (for
parents of children under age eight) or optional reasons
(sabbatical leave). The leave can run from three months to a
year and for persons in employment - the schemes are also
open to the self-employed and the unemployed - there are
conditions on the duration of employment and the employer
must hire a substitute. For private employers the substitute

must be registered unemployed. The schemes can be used as
part of a job sharing programme, e.g. with a group of
workers each taking one week off a month in rotation. For
parental or sabbatical leave the benefit is 80 % of the
maximum unemployment benefit and 100 % for training
leave.

The leave schemes have so far been popular, especially
parental leave. They are temporary, but the parental leave
scheme is likely to become permanent.

The Netherlands employment guarantee scheme applies only
to young people. It started in 1992 and since the beginning of
1994 there has been a formal guarantee of a year's employ-
ment for all people under age 21 who have been unemployed
for six months and for school leavers up to age 23. The work
is usually with the local authority on special projects and the
wages are paid by the central government.

Improvements in Benefits

Even in a time of general retrenchment there are still exten-
sions and improvements in social security to report.

We have already mentioned the Danish leave schemes and
the movement towards individualisation of pension rights in
Ireland and the UK. Among several other benefit improve-
ments in Ireland child benefit for the third child has been
increased and survivors' benefits have been extended to
widowers. The UK has increased maternity benefits in line
with the EU directive.

Ireland and the UK have also been concerned to mitigate the
"poverty traps" which can make it unrewarding for some
people to move from benefits into low paid employment.
Among several changes the most noteworthy has been the
introduction of the Irish "Back to Work Allowance", which
permits unemployed workers and lone parents to keep a
proportion of their welfare benefits for up to two years after
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starting work in certain industries or setting up their own
businesses.

But the historic innovation has been the introduction of Care
Insurance in Germany. The first benefits, in cash and
services, will become payable for home nursing in April
1995 and for residential care in 1997. The new scheme has
the same coverage as the present health insurance scheme,
that is 90 % of the population. Those who have taken out
private insurance in lieu of participating in the statutory
scheme are required to take out additional nursing care
insurance,

Much of the cost of long-term nursing care is, of course,
already met by the social protection system in Germany and
most other European countries in different ways. In Germany
this has been mainly through means tested social assistance
but other countries also use supplements to age and disability
pensions, various provisions of medical care schemes and
cash benefits awarded on medico-social criteria. For instance
Austria, which will be a member of the EU by the time this
report is published, also introduced a care benefit in 1993, in
this case providing seven levels of cash benefit for persons in
need of different levels of care from 50 hours a week
upwards awarded largely on a medical evaluation. Nonethe-
less Germany has become the first state to provide nursing
care through a separate contributory social insurance scheme,
offering comprehensive cover in cash and care without a
means test; a distinctive contribution to meeting the challenge
of Europe's ageing population.

Conclusions

The reviews of the social security system set off by the
current sense of crisis are still going forward. For instance
both Spain and Greece are conducting fundamental reviews
and significant changes in those countries will no doubt

feature in MISSOC 1995. There is more retrenchment in the
pipeline.

But most MISSOC correspondents report some rays of hope;
the growth in unemployment has levelled off or the rate is
even beginning to fall. In the UK unemployment has fallen
for the second year in succession. The OECD reports that the
EU economy has once again started to grow. Germany in
particular has resumed economic growth, which is good
news for the rest of Europe.

Of course there is always a lag between growth and employ-
ment and with changing technologies this lag may be greater
than in previous recessions. Also the two previous recessions
each left a residue of unemployment higher than the last, so
we may be moving progressively further away from the
"normal” level of employment as we knew it between twenty
and fifty years ago.

Yet in central and eastern Europe the EU has a "New Fron-
tier" offering opportunities as great as the post-war recon-
struction of the west. Poland, the Czech Republic and
Hungary last year had growth rates higher than some EU
states. Napoleon said that the future is nobody's territory,
which leaves it open to MISSOC to look forward to a return
of optimism at least by 1996.

Edward James
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EVOLUTION OF SOCIAL PROTECTION IN THE MEMBER STATES

BELGIUM

The period being deal with was marked by the negotiations
on the working-out of a social pact. The negotiations are in-
deed still in progress to the extent that it was necessary to
settle for the adoption of a "global plan" (governmental plan,
nothing to do with social dialogue), relating to employment,
business competition and social security.

This global plan is translated by various measures, of which
certain are listed later, aimed at achieving the plan's three
objectives.

Firstly, to re-establish business competition:

- The adoption of a new index (the health-index), which
delays the indexing of remuneration;

~ the further reduction of employer contributions (operation
MARIBEL) for those businesses which are worst affected
by international competition.

Secondly, in order to promote employment, a major pro-
gramme to reduce employer contributions has been put in
place for the benefit of young people (employment plan for
young people), "low earners" and to promote the hiring of a
"first unemployed worker”.

It is also worth mentioning the reductions of contributions in
connection with the adoption of a "business programme"”, en-
abling employment to be better distributed.

Finally, to redress the social security accounts, measures
have not only been taken where revenue is concerned

(personal social contributions, contributions of pensioners,
alternative revenue) but also where expenditure is concerned
(measures relating to unemployment and health care).

Organisation

The law of 30 March 1994, relating to social matters, makes
provisions for the setting up of a comprehensive management
structure for the social security system. The date for its in-
troduction will be set in a royal decree after deliberation by
the council of Ministers. At the very latest this date will be
the 1.1.1995.

To this end, the general administrative body, among others,
has been made responsible for the overall financial manage-
ment of the social security system as well as for promoting
the transparency and the efficiency of this system.

This body is also responsible for collecting contributions
which are aggregated into one single employee-employer
contribution. This contribution equals 37.83 % of net remu-
neration.

In addition, the preamble of this law provides, in the long
term, for a clearer distinction to be made between those sec-
tors more specifically linked to employment, which guar-
antee the replacement incomes, and the general sectors, such
as family allowances and health.

In the sectors related to employment, the link between enti-
tlement to benefits and employment are to be reinforced. And
in sectors covering general risks, a gradual harmonisation
will be achieved in order to ensure the long-term covering of
these risks for the whole of the population.
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This idea, which implies funding health care and family al-
lowances by taxation, is currently being discussed; the social
partners are very opposed to the idea.

Financing

It is provided for in the aforementioned law of 30 March
1994 that the real, overall growth in social security expendi-
ture will, as of 1996, be annually limited to a legal norm
which takes into account the demographic development, the
labour market and economic growth and which ensures the
viability of the system in the short and medium term.

Besides this overall expenditure limit, an individual limit for
health care expenditure is also foreseen. Health expenditure
may rise by a maximum of 1.5 % in 1995 and 1996.

As in the previous year, the state subsidy has been frozen at
BFR 192 thousand million (ECU 4,850 million).

Regarding revenue, two new contributions have been intro-
duced:

- a progressive solidarity contribution which, for pensions
exceeding a certain amount, is deducted from the total
revenue received from pensions (including supplementary
pensions);

- a personal social contribution (or special contribution: a
kind of generalised social contribution) which amounts to
the collection of net sums. These amounts are progressive
in relation to the taxable income of the family.

This special contribution, the tax on energy, the rise in VAT
and the increase in property taxation all constitute alternative
means of finance. A share of these resources is allocated to
the social security system.

Regarding expenditure, this text mainly deals with restric-
tions relating to health care and unemployment.

Health care

The year gone by was marked by rendering everybody ac-
countable as a means of controlling expenditure and safe-
guarding the access of the entire population to quality care.

Patients were made more accountable by the significant in-
crease in their contribution (ticket moderateurs) and by the
payment of contributions for treatment which was previously
free of charge. Hospital care has also been made more ex-
pensive.

Nevertheless, above a certain annual amount (the social ceil-
ing), households are no longer obliged to make a contribu-
tion to their health dare, thus it is free of charge for all
members of the household. This ceiling is set in relation to
the income of all household members. Each household may
benefit from this upper limit. Only medication is excluded
from the ceiling. Consequently, besides widow(er)s, invalids,
pensioners and orphans whose income is below a certain
level (VIPO préférentiels), neither the "critically ill" nor the
chronically ill are affected by the increases.

Furthermore, the most recent convention agreed upon by the
doctors and assurance bodies makes provisions for rendering
claimants and beneficiaries accountable by a system of
points. That is to say that those doctors who meet certain
conditions (relating to continuing education, availability, ma-
nagement of medical files, reduction of prescriptions made
...) may be awarded points. Patients would be encouraged to
choose doctors on the basis of preferential reimbursement
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rates and the doctor accredited with the points will receive
higher fees.

Doctors are also made more responsible for their actions on
account of the bar-codes on health care certificates and medi-
cal prescriptions. This enables medical profiles to be estab-
lished and then problems of "over-prescription” to be dis-
cussed with the doctors concerned.

Finally, ways of making insurance bodies more accountable
are still being studied.

Pensions

Besides a certain scaling down of pensions, following the in-
troduction of the health-index and of the contribution of pen-
sioners (see above), there are no significant changes to re-
port.

This does not mean to say that nothing has happened. Fol-
lowing a ruling of the Court of Justice (C. E.) a plan to
amend legislation has been tabled in which provisions for
2006 involve a uniform mode of calculation for men and
women as well as an equal age of retirement and that studies
be carried out, most notably on the financial viability of the
scheme by the year 2010.

Unemployment

As a result of the aforementioned global plan, different re-
strictive measures have been implemented in this sector.
Consequently the period of time prior to the granting of
waiting allowances to young workers, on the basis of their
study records, will (in July 1994) be extended from six to
nine months. In addition, after two years of drawing com-
pensation, young recipients of these waiting allowances may

be denied unemployment insurance over an unusually long
period of time.

Moreover, to be in a position to draw benefits on the basis of
previous work, workers under 26 years of age must prove a
greater number of days worked than previously.

Furthermore, cohabiting workers, after one year of unem-
ployment, will now only be able to claim compensation at
35 % of their previous salary (upper limit imposed) for a pe-
riod of three months, as opposed to six months as was pre-
viously the case.

Finally, in the event of a return to work, the unemployed
must have worked full time and continuously for a period of
12 months (instead of the previous 6) in order to be compen-
sated with unemployment benefit at 60 or 55 % of their pre-
vious salary (upper limit imposed).
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DENMARK

Unemployment

Unemployment always poses the most major problem. De-
spite the Government's new legislation, unemployment has
continued to rise. 1t was only in May 1994 that the unem-
ployment curve levelled off a little.

The measures aimed at promoting employment have thus
been retained and even further developed.

With these measures it is aimed to make offers, to all in-
sured, unemployed persons below the age of 60 who so wish
and all non-insured, young unemployed persons, which will,
in the long term, provide for a stable occupation or enable
the participation in an educational or professional training
course.

The range of various offers includes, among other things, in-
formation provided by placement offices on the possibilities
of finding employment, allowances enabling unemployed
persons to participate in an educational or professional
Training course, allowances enabling unemployed persons to
set up an independent professional activity, "job Training" -
a work placement involving enabling the beneficiary to inte-
grate and train with an employer to whom the local autho-
rities pay a proportion of the salary.

A rotation of positions is aiso a possibility as long as the new
schemes of paid leave are utilised.

The long-term unemployed and the young unemployed per-
sons over 25 have the right to commission an "individual
plan of action” for their future career- The popularity of

these plans has resulted in a certain hold up at the placement
offices and local administrations. There is presently a waiting
period for an individual plan of action.

It is expected that all these measures to combat unemploy-
ment will in the long term have the desired effect upon the
level of unemployment.

Financing

With the new made to the three "labour market funds”,
which came into being as of 1 January 1994, a new method
of financing the social security was introduced in Denmark.

Salaried and non-salaried workers - and as of 1 January 1997
employers as well contribute to the three funds. The contri-
butions are fixed at a percentage of the salary or of the prof-
its gained from independent activity. The percentage will
gradually be raised until 1998. The contribution that has to
be made by salaried workers in 1994 is equal to 5 % of their
gross wage.

The resources raised by these three funds is used to finance
state expenditure on

1. unemployment benefits, early retirement benefits and
“transition benefits” (overgangsydelse);

2. active employment measures (measures to combat unem-
ployment), professional Training, educational courses and
study leaves;

3. sickness benefits and maternity benefits as well as mater-
nity/paternity leave and "sabbat" leave.

26



Pensions

Following the tax reform which took effect on 1 January
1994, the social pension and the guarantee of sufficient re-
sources benefit have become liable to taxation in the same
way as salaries. To offset this amendment to fiscal legislation
contributions have been increased in such a way that, wher-
ever possible, the benefits remain unchanged. Isolated pen-
sioners now benefit from a new supplement to their pension
which insures them against a loss of income.

Following an amendment to the social pension law which
took effect on 1 January 1994, the basic amount of the re-
tirement pension (folkepension) which was previously paid to
pensioners over 70 regardless of their income is now income-
related - calculated according to salary or profit gained from
personal activity and also includes pensioners aged 70 years.
As a result of another modification of the law that took effect
on 1 July 1994, it is officially the age of the claimant on the
date on which the claim is made which determines the cate-
gory relating to the pension to be granted. The age limit of
60 is determining for the maximum invalidity pension which
cannot be granted to persons who have reached the age of 60
and for the anticipated pension, claimants under the age of 60
receive the "early retirement amount”. This amendment to
the law is of interest to claimants who live abroad because
the assessment of claims can be lengthy.

The pensioners’ obligation to provide the local administration
with information on their financial situation and other living
conditions has been inculcated.

Organisation

As of 1 July 1994 the department of security and social as-
sistance is the official institution to authorised to grant, cal-
culate and distribute social pensions to people living abroad.

GERMANY

The changes that have taken place in the field of social secu-
rity over the period of time dealt with in this report are es-
sentially marked by the discussions - which are in their final
stages - on the covering the risk of needing nursing. After
talks began nearly twenty years ago, over the last three
years, and in particularly most recently, intensive debate
between parliament and the opposition has taken place. In the
spring of this year a satisfactory solution was finally agreed
upon. In addition to the introduction of compulsory state in-
surance for the nursing of old or handicapped people, many
changes have taken place shortly before the new year con-
cerning unemployment and child benefit as a consequence of
a law on the accomplishment of cost-cutting, consolidation
and growth programme.

Financing

The contribution rate levels for retirement, unemployment
and health insurance have been slightly raised in accord with
inflation-related adjustments. Elsewhere, after several low-
erings since 1991, the membership rate for pension insurance
has now been raised for the foreseeable future and stands at
19.2 %, to be paid between the employee and employer.

Care

The introduction of the state nursing insurance is seen as the
fifth social insurance pillar under the state medical insurance
scheme. Not only will the situation improve for those in need
of nursing attention and their relatives, but also the depen-
dence of the elderly or the handicapped on social assistance
payments will no longer be the rule. The nursing scheme will
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come into force on 1 January 1995. The benefits are in the
form of in-patient and out-patient care and will be introduced
in phases. Compulsory insurance is based on the following
principle: "nursing insurance follows medical insurance”.
The contributions to the nursing insurance scheme will - as is
the case for medical insurance - be equally shared by em-
ployers and employees. The membership rate will initially
equal 1 % and will later rise to 1.7 %. For economic reasons
compensation has been agreed upon to offset the increased
burden on the employers. Phase one of the introduction of
the nursing insurance scheme is linked with a cancellation of
a public holiday that always falls on a week day. Further
measures linked to phase two of the nursing scheme have not
yet been finalised.

Unemployment

On 1 January 1994, a law took effect which makes provi-
sions for a reduction in replacement income payments. Un-
employment benefit (Arbeitslosengeld), short-time allowance
(Kurzarbeitergeld), bad-weather money (Schlechtwettergeld),
unemployment allowance (Arbeitslosenhilfe) and integration
allowance (Eingliederungshilfe) for beneficiaries with at least
one child will be cut by 1 %, in other cases by 3 %. Transi-
tion benefits for the participation in measures to promote
one's individual professional rehabilitation will also be re-
duced. This also applies to people currently drawing these
benefits.

The procedure for gaining right to act as an employment
agent is being replaced by a licence system. The state em-
ployment exchange will grant permission for non-profit-
making employment agencies if the labour market balance is
considerably improved as a result. A permit for a profit-
making agency can be granted to groups of professionals, or

others, if this is necessary on grounds of an existing special-
ity concerning finding employment (this is the case, for ex-
ample, where artists are concerned). The permit is generally
granted for agencies who deal with executives. The first
permit for private employment agencies is granted for three
years. Afterwards they are granted for an unlimited period of
time.

Old age

In connection with the enlargement of the field of application
of the pension law in the old Ldnder, several regulations
have been laid down to ease the situation. These include reg-
ulations relating to the calculation of the pensions and con-
cerning eligibility to old-age pensions. There is an improve-
ment for people who did not hold a high position in the for-
mer East Germany. Also in line with unifying the two differ-
ent systems, the claims and rights which were acquired
through the supplementary benefit system of the former East
German parties will be transferred to the old-age pension
scheme. In addition, besides the pension increase in the
whole of Germany which takes place every year on a set
date, there will also be a second, supplementary rise in pen-
sions in the new Ldnder.

Family benefits

At the beginning of the year, amendments to child benefit
law (Kindergeldrecht) were made. On grounds of a new in-
come limit, for families with three or more children the basic
amount of child benefit will be halved from DM 140 (ECU
73) to DM 70 (ECU 36) for the third child if the annual in-
come of the parents exceeds DM 100,000 (ECU 52,048)
(DM 75,000 = ECU 39,036 for single parents). For families
with four or more children these income limits are raised.
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Only cohabiting spouses are able to fully make use of the
various forms of legal entitlement to draw the highest level
of child benefit. For separated parents, it is the parent who
has sole custody of the child or who predominantly provides
for the child who is entitled to draw child benefit. Foreigners
are only entitled to draw child benefit if they are in posses-
sion of a valid residence permit and are not sent to Germany
by a foreign company as an employee.

For children over the age of 16 income plays a more impor-
tant role than formerly was the case. Before-tax earnings
from apprenticeships or gainful employment equal to DM
750 (ECU 390) or more per months lead to disqualification
for drawing child benefit. It is no longer only the income
earned by those in a professional apprenticeship ‘which is
taken into account, but also the income of students and
youths enroled in evening classes. Chiid benefit is also inap-
plicable if the child is granted income replacement benefits
such as unemployment benefit or allowance or education al-
lowance (e.g. BAF6G) equal to or in excess of DM 610
(ECU 317) per month. All income received per month is
added together.

GREECE

Regarding social security matters, last year was marked on
the one hand by the repercussion and the reactions provoked
by the latest social security reform law (Act 2084/92), and
on the other hand by the preparation for new Legislative
intervention.

Consequently, special committees of experts were appointed
to review the country's social security system, as a whole,
taking into account the consequences of the implementation
of the above mentioned law.

Another objective of the committees is to draft proposals of
improvements which could be made to the system. These
suggestions will serve as a basis for the social dialogue
which will take place during the course of this year.

Furthermore, during the period of time in question, the main
preoccupation of the authorised authorities is the economic
rehabilitation of the funds which are in deficit.

In Greece there are indeed a number of insurance funds
which are having difficulty fulfilling commitments such as
guaranteeing the payment of benefits to the insured and the
retired.

There is also a tendency to regroup the funds which deal
with a similar professional class.

This is why the solution which was finally chosen was to
consolidated the funds in difficulty and similar funds with a
surplus.

The first attempt of this kind concerns the pension fund for
customs officers (TSE). According to article 2217/94 the
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aforementioned fund has been amalgamate with the fund for
craftworkers and other professionals of Greece (TEVE), the
largest social security institution in Greece which covers self-
employed workers.

Finally, another significant development which took place in
the field of social security during the first half of the year
was the creation of a university institute to deal with social
security, health and making provisions for the future
(Presidential Decree 123/94).

This institute will undertake scientific research in the above-
listed fields as well as the retraining of scientists and admin-
istrative executives.

SPAIN

Introduction

The following is the report on the current situation of the
Spanish social security system as of October 1, 1994. First
we would like to say that socio-economic change in Spain is
slow and comes in stages. Therefore, we have to assume that
today's situation deviates only insignificantly from the situa-
tion described in an earlier report.

Furthermdre, we should like to point out the similarities
between the economic difficulties Spain is faced with and the
overall difficult economic situation which prevails in all
other Member States of the European Union. However, these
similarities are also true for the economic upswing which
seems imminent judging from the positive development of all
economic indicators. The labour market reforms and the
national insurance reforms initiated by the Spanish govern-
ment seem to have contributed to that positive development.
We shall come back to these reforms further below in more
detail. In the second quarter of this year, national insurance
contributions have risen to an extent unprecedented in this
decade. This is also true for the number of contributors. This
has had an effect on unemployment which has declined pro-
portionally. If this tendency continues we will have a net in-
crease in employment by the end of this year.

Despite the above, our national insurance system continues to
suffer from the old structural deficits which have brought
about an extreme increase in public spending for these pur-
poses. For example, the continuous increase in provisional or
permanent disability benefit has clearly revealed the phe-
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nomenon of benefit subreption which has to be fought with a
number of measures.

Without doubt, the discussion on the future of the Spanish
national insurance system continues on all levels, on gov-
ernment level, on the level of the parliament and in the pub-
lic. We have described the debate already in an earlier re-
port. Also the media take great interest in the issue.

On initiative of the Catalonian group of members of parlia-
ment, at the beginning of this year a motion was tabled in the
parliament which calls for an expert opinion. This opinion
which shall be submitted to the government after its comple-
tion is to analyse the structure of the Spanish national insur-
ance system and is to elaborate proposals on the reform of
the national insurance system which could contribute towards
future pensions security and towards a reduction in the huge
public spending on social security.

The Positions of the Large Parliamentarian Groups and of
the Government

There is consensus that a reform of the national insurance
system should safeguard the general character of this system,
i.e. the provision of three levels of benefit, namely basic,
contributory and complementary benefit.

To this end, comprehensive demographic studies are pro-
posed. These studies should serve as a basis for prognoses on
the future demographic development of the Spanish society.
Furthermore, active employment policies are recommended.
Such policies could create new jobs, new jobs would gener-
ate revenue which is urgently required to establish coordina-
tion and cooperation mechanisms between the different
public institutions and organisations. Not least, this would

contribute towards a more efficient battle against fraud, both
regarding contributions and benefits.

In addition to the measures which have been proposed in the
context of the parliamentary motion and which are to be dis-
cussed, the government considers additional measures which
could contribute towards a stabilisation of the social security
system. Such measures could include the reclassification of
non-payment of contributions into a tax offence or the modi-
fication of statuses such as temporary disability or provi-
sional disablement. These statuses do not exist in other
Member States of the European Union. They could be con-
solidated in a single new status which could be called
"temporary disablement”. "Temporary disablement” would
be examined within a shorter period of time than the current
applicable term. On the basis of such an examination, final
disability or fitness for work would be certified. Also the
maternity benefits are to be examined. These benefits, which
were included in the temporary disablement benefits, are to
be separated from the general benefits. In addition, also a re-
form of health care benefits is envisaged which is to improve
the organization and administration of the system. Other re-
forms should include death benefits, the right of the survivor
to claim pension as well as a reform of unemployment bene-
fit.

Labour Market Policy

Recently, a reform of industrial relations has been carried
out. The objectives of this reform have been the fight against
unemployment and the creation of jobs. Such a reform of in-
dustrial relations is indispensible and complements measures
of strictly economic character.
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As a first step of reform of industrial relations we should like
to quote the following:

- The Real Decreto - Ley 18/93 (royal decree - Act 18/93)
of December 3, 1993, deals with measures for the cre-
ation of jobs and the promotion of employment. The de-
cree authorizes the establishment of non-profit placement
offices and the activities of temporary work enterprises.
The decree is also aimed at promoting job integration of
young workers and recommends time work as a means of
employment promotion.

In connection with the above royal decree we should like to
draw your attention to the following acts:

- The Act 10/94 of May 19, 1994, contemplating urgent
employment promotion measures.

- The Act 11/94 of May 19, 1994, which modifies certain
clauses of the Workers Statute as well as the implement-
ing regulations on misuse of law and sanctions in the so-
cial order.

Both acts have the same aims and objectives as the already
quoted Act 18/93 of December 3, 1993, i.e. the reform of
the labour market. The Act 10/94 has an effect on public
placement services, on the regulations regarding time work,
on employment promotion for small businesses as well as job
integration of young workers. The legal text includes con-
crete stipulations on the following issues:

- Law on Temporary Employment.
- Deed of apprenticeship and social protection.

- Temporary employment contracts and termination of em-
ployment contracts.

- Deeds of apprenticeship with handicapped.

- Reduction of national insurance contributions in the case
of conclusion of full-time contracts with workers with
part-time contracts employed in employment promotion
schemes (under certain circumstances).

The Act 11/94 deals with the constitutional reform of the
labour market for economic promotion and the improvement
of competitiveness of Spanish enterprises. The act covers
among others:

1. Revitalization of collective bargaining as a means of con-
trol of industrial relations.

2. A new directive on the beginning of employment and the
terms and conditions of the employment contract.

3. Contents of the agreed work performed in order to adapt
it better to company requirements.

4. Reformulation of the reasons for the termination of em-
ployment.

Before we conclude, we would like to draw your attention to
the publication of the Real Decreto-Ley 1/94 of June 20,
1994, published on June 29, 1994, in the Boletin Oficial del
Estado (Offical Gazette). This act confirms the revised text
of the general social security law. The legal text enacted by
the government in virtue of a decision of the parliament
(Cortes Generales) includes all orderly revised, exemplified
and harmonized social security stipulations with law status.
The revision was carried out in order to systematize the
social security law, to deepen the knowledge of said
stipulations and to provide more clarity in jurisdictional
matters. The revised text contains all the stipulations of the
28 single laws which have been enacted in the course of the
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last years starting with the Decreto 2065/74 of May 30,
1974, which constitutes the founding stone of the social
security legislation, until the most recent acts from 1994 (Act
10/94 and Act 11/94).

FRANCE

During the period between 1 July 1993 and 30 June 1994 the
developments in social protection are characterised by the
persistence of the economic recession and by a change in
government.

Subsequent to the emergency measures, the Government an-
nounced the 19 June 1993 its plan to redress the system
which involves the introduction of structural reforms.

In the field of social security the following main priorities
have been set:

- the improvement of the provisions for the resources of
the social protection system;

- the financial equilibrium of the social security schemes
through the control of expenditure on sickness insurance
and the equilibrium of old-age insurance schemes;

- the reinforcement of social cohesion and the development
of family policy;

- the generalisation of sickness benefit and the improve-
ment of the situation of handicapped persons;

- the transfer of social data.

Concerning the programme of general organisation, in the
anticipation of a structural reform, the mandate for the fund
administrators has been extended.

Moreover, the act of the 27 January 1993 has extended the
field of application of the social security system to encom-
pass certain categories of insured persons and has clarified
the conditions of membership in particular relating to persons
not covered by a compulsory health insurance who live with
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an insured person, to widows or divorced women who sup-
port at least 3 children, to press photographers etc., to for-
eigners bound to prove the legality of their circumstances,
and to non-salaried workers who are in a situation of com-
pulsory liquidation.

The financing of the social security system remains an im-
portant preoccupation and has been the grounds for measures
taken at various levels:

- measures to promote employment by lessening employer
contributions (exemption from paying family contribu-
tions for more modest salaries; suspension of social secu-
rity contributions for companies for five years; no in-
crease in the general social security contribution for
1994);

- a4 % abatement of the "industrial accident” contribution
based on 1993's figures;

- specific measures concerning non-salaried, non-agricul-
tural workers (possibility for cohabiting colleagues to
contribute voluntarily and to start to redeem their contri-
butions on the half of the earnings of the company head
without division of the revenue) and agricultural small-
holders (change in the annual base rate on which contri-
butions are assessed);

- the renewal of the 1.2 % contribution made from the
turnover from wholesale sales and patent medicines;

- general measures such as the increase of the General so-
cial security contribution from 1.1 % to 2.4 % in 1 July
1993, as a result of which a contribution to the financing
of the social protection scheme can be levied on all rev-

enue, the increase in taxes on alcohol and alcoholic
drinks.

Furthermore, the steps have been taken to cut spending in the
domain of sickness benefit. These savings have been
achieved due to cut backs made in the benefits in kind ser-
vice, in hospital spending and the setting up of a mechanism
to control health expenditure. As far as "family" and "old-
age" are concerned the level of benefits has been maintained.

Most notably, in the sector of sickness insurance, the reha-
bilitation plan is manifest on two levels: measures relating to
benefits in kind and measures seeking to control medical ex-
penses.

With regard to this the share of the cost met by the insured
parties for inpatient and outpatient care has been increased
(patients’ contribution: 5 points, hospital fees FF 55 = ECU
8.35).

Furthermore, the doctors are obliged to make use of a bi-
zonal prescription classification file concerning patients suf-
fering long-term illnesses and other complaints unrelated to
this illness.

At the same time people contaminated with HIV, screening
costs for hepatitis C and long-term complaints of those cov-
ered by the non-salaried workers scheme the are fully com-
pensated.

The present year is marked by the policy of regulation nego-
tiated on health expenditure which relies on the relationship
between the national sickness insurance funds and the medi-
cal profession.

Thus a protocol agreement concerning care and medical pre-
scriptions has been signed (29.09.1993).
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A new agreement signed by the doctors and the sickness in-
surance funds refines the concept of controlling medical ex-
penses by defining medical references, introducing a medical
file, and coding the acts of law.

The "family" branch has also been affected by the austerity
and has thus seen a single revaluation of family benefits, of
social and family housing allowances, in January 1994. Nev-
ertheless, the allowance for the start of the new school year
has been increased for 1993. At the same time, membership
conditions for foreign families have been toughened. The
members of family of a foreigner must prove the legality of
their stay on French territory. Preoccupied by the employ-
ment situation and particularly by the drop in the birth rate
(1.6), the government has forwarded a bill on the family.
This bill was still in discussion in July 1994.

The invalidity branch, as like the other branches, requires
foreigners to provide details concerning the legality of their
stay before an invalidity pension may be granted.

Elsewhere, since 1 December 1993, a new scale to assess the
level of disability serves as a reference, This aim is for a
better appreciation of the notion of disability and of industrial
accident.

As for the old-age branch, this branch has been affected by
the repercussions of act 93-936, adopted 22 July 1993.

It concerns the maintenance of the distributive pension sys-
tem; inciting insured to postpone their age of retirement,
justified by the increase in life expectancy, reinforcing the
contributory character of pension schemes; and guaranteeing
retired persons the maintained purchasing power of their
pensions. Only the insured persons of special schemes are
not affected by these plans. The provisions of the reform are

based upon on a change in the method of calculation of the
average annual salary and of the length of the period during
which contributions must be paid in order to receive the full
rate, pensions revaluation formula. As a means of clarifying
the respective responsibilities of the state and of the admin-
istrators of old-age pensions, the old-age solidarity fund was
set up. This fund is responsible for financing old-age benefit
payments of a non-contributory nature encompassed by the
national solidarity scheme.

As for other branches, foreigners must prove the legality of
their stay in France.

In Addition, the employment-retirement accumulation provi-
sion has been renewed until the 31 December 1998.

Main trends and developments relating to unemployment

The recession and the worsening of the employment situation
have resulted in a total of around 300,000 job losses (for
salaried and non-salaried workers) in 1993. This deteriora-
tion of the employment situation marked 1993 as a record
year concerning employment figures.

For the unemployment insurance scheme, these developments
are translated by an effective drop in the salaried workforce
of approximately 230,000 in 1993.

By the end of December 1993, 2,059,668 unemployed per-
sons had benefited from the unemployment insurance
scheme, i.e. 6.7 % more than in 1992 (+ 130,000 beneficia-
ries).

This significant increase in unemployment figures has had se-
rious consequences for the unemployment insurance
scheme's financial situation. In 1993, expenditure increased
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to FF 125.7 million (ECU 19.086 million), i.e. 12.8 %
higher than in 1992. On 31 December 1993, expenditure
exceeded revenue by a total of FF 33.2 million (ECU 5.041
million).

This deficit forced the unemployment insurance scheme to
cut costs by restricting the rights of job-seekers and to raise
its revenue by increasing contribution rates from 5.70 % to
6.60 %.

The year of 1994 can be seen in a better light, on account of
the improved economic situation. During the first half of
1992, the national employment agency (ANE) reported a
very slight slowing down in the number of people registering
for work and UNEDIC, the administrative body of the un-
employment insurance scheme, recorded a regular drop in
the number of unemployed in receipt of benefits which went
from 2,100,200 at the end of January 1994 to 1,908,500 at
the end of May 1994.

IRELAND

1. Developments

The Programme for Government 1993 to 1997 identified
a number of objectives in the area of Social Welfare (see
MISSOC 1993). In keeping with the commitment to at
least maintain the real value of social welfare payments,
all weekly social welfare rates were increased by at least
3 % with some 20 % of social welfare recipients receiv-
ing increases of 6 % or more to bring them up to the
Commission on Social Welfare's priority rate. (Cost of
living expected to increase by 2.5 % in 1994). In the case
of Sickness Benefit and Unemployment Benefit, the rates
were increased by 10 % to compensate for the abolition
of the Pay-Related Benefit supplement.

The Programme contained a commitment to examine the
closer co-ordination/integration of the tax and social wel-
fare system. Arising out of this commitment an "Expert
Working Group” was set up in July 1993 to examine this
issue with particular emphasis on measures to address
work disincentives and poverty traps. The Group pub-
lished an interim report and some of their recommenda-
tions in relation to work incentives have been introduced.

2. Pensions

The final report of the National Pensions Board -
"Developing the National Pension System" was pub-
lished. This made recommendations on pensions to cover
the period up to the year 2045. Among the important
recommendations were:
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(a) all social security pensions to be flat-rate payments
and earnings-related pensions to be provided on a
voluntary basis through occupational pension
schemes. This is the current situation.

(b) There should be a gradual movement towards indi-
vidual rights and away from derived rights, particu-
larly for homemakers who take time out of paid em-
ployment to care for children up to school going age
or to care for elderly/sick people. They recommended
that periods spent carrying out these activities should
be disregarded when calculating the entitlement to old
age pension. This recommendation was implemented
and homemaking activities, as described above,
which commence on or after 6 April 1994, will be
disregarded up to a Maximum of 20 years for the
purposes of determining the rate of pension payable.

(c) Social Insurance pensions for widowers to be intro-
duced on the same basis as for widows. This recom-
mendation has been implemented by the Government
and from October 1994 all widowers irrespective of
the date they become widowed will be entitled to a
survivors pension subject to satisfying the contribu-
tions conditions.

(d) All new entrants to Civil and Public Service employ-
ment to pay full social insurance contributions and to
be entitled to all social insurance benefits. The Gov-
ernment has accepted this recommendation and new
entrants after 6 April 1995 will be fully covered for
social insurance benefits.

(e) The number of years contributions to qualify for a
minimum social insurance pension to be increased

from 3 to 5 years in respect of survivors' pension and
from 3 to 10 years in respect of retirement and oid
age pensions.

The National Pensions Board projected that the costs of
pensions would increase by 90 % in real terms over the
next 50 years and that the proportion of workers to pen-
sioners would fall from 5.4 to 1, currently, to 3 to 1 by
the year 2045.

. Unemployment and Work Incentive Measures

Arising from the recomunendations of the "Expert
Working Group" a number of changes were introduced to
improve the work incentive for lone parents and those on
low incomes. The means test for Lone Parent's Al-
lowance was eased, the Health Contribution and the Em-
ployment and Youth Training Levy for those with full
eligibility for health care was waived.

Other measures were also introduced to main-
tain/stimulate employment including the introduction of a
reduced rate contribution of 9 % for employers in respect
of employees earning less than IR£ 9,000 (ECU 11,365)
per annum. In addition the employers' social insurance
exemption scheme, which exempts employers from hav-
ing to pay their share of the Pay Social Insurance Contri-
bution for new employees who were on the live register,
was extended to April 1995. People taken on must repre-
sent a net increase in the number of workers employed as
at 21 February 1994. This net increase must be main-
tained throughout the period up to April 1996.

A Back to Work Allowance Scheme was introduced on a
pilot basis in October 1993. Under the scheme unem-
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ployed people and lone parents can continue to receive
75 % of their weekly social welfare payments for one
year and 50 % of their payments for a second year when
they take up work in indigenous industries or while set-
ting up self-employed ventures.

The manner in which a spouse's income from employ-
ment was assessed for the purpose of Unemployment As-
sistance was identified as posing a major disincentive,
particularly for women in the home who are anxious to
return to the workforce. The rules were changed so as to
enable a certain amount of a spouse's earnings to be dis-
regarded (IR£ 35 = ECU 44 if working up to 3 days a
week and IR£ 45 = ECU 57 if working 4 days or more
per week) when assessing the means of a claimant.

The "summer work scheme" operated for third level stu-
dents since 1993 was improved both in terms of payment
and duration.

. Financing Social Insurance

The reduced social insurance contribution for employers
in respect of employees earning less than IR£ 9,000
(ECU 11,365) per annum, was compensated for by in-
creasing the ceiling for employers contribution from
IR£ 21,300 (ECU 26,898) to IR£ 25,800 (ECU 32,580) -
an increase of 21 % approx. The earnings/income ceiling
for employee and self-employed contributions increased
by 4.5 % to IR£ 20,900 (ECU 26,393).

. Family Policies

An Adoptive Benefit similar to Maternity Benefit was in-
troduced.

The income limits for Family Income Supplement were
increased by IR£ 10 (ECU 12.63) per week, thereby fur-
ther improving work incentives for low paid workers
with children.

The higher rate of Child Benefit was extended to the
third child and increased from IRf 23 (ECU 29) to
IR£ 25 (ECU 32) per child per month. The child depen-
dant allowance payable with social insurance old age,
retirement and invalidity pensions for the third and
subsequent child was increased to the same rate as for the
first and second child.

The means test condition for Carer's Allowance was
eased.

As mentioned earlier, the means test for Lone Patents
Allowance has been eased to facilitate lone parents in
taking up employment and legislation has been introduced
to provide widowers with a Survivor's Pension from
October 1994. This payment will not be subject to an in-
come limit and will be paid so long as the widower does
not remarry or cohabit with another as man and wife.

. Taxation

Following the introduction of taxation on Sickness Bene-
fit in 1993, unemployment Benefit became taxable from 6
April 1994. Persons whose sole income in a tax year is
Unemployment Benefit or Sickness Benefit will not be af-
fected by this measure.
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ITALY

Politics, as far as social security in Italy is concerned during
the period in question, has been influenced by the budgetary
problems which were already mentioned in last year's report.
On the one hand the immediate impact of the 1992 pension
reform proved very feeble, because of the progressiveness
foreseen for its deployment and the guarantee granted to the
people who have acquired certain rights, and on the other
hand the unemployment problem still remains serious.

It is within this framework that action relating to social secu-
rity was taken, by developing the three main axes: retire-
ment, health, combating unemployment (inciting employ-
ment).

1. Retirement

The action taken in this field was done so within the
framework of the reorganisation of the pension system,
according to the following principles:

- limiting resorting to the general solidarity scheme,
which is expressed in the basic scheme, to cover inter-
ests which are also General, whereas the protection of
the special interests of the different categories must be
confined to the supplementary schemes;

- in the light of the fact that, of the "general" protection
function attributed to the basic pension system, the
gradual homogenisation of the different schemes is
favoured, particularly in so far as the conditions for
gaining the right to benefits are concerned.

Along these lines the government has organised the
following interventions:

a) Basic retirement pension

In this field there are two measures which have funda-
mentally altered the structure of the system: the re-
strictions relating to anticipated retirement (seniority
pensions) and the privatisation of certain administrative
bodies of basic pension schemes for specific cate-
gories:

- restrictions relating to anticipated retirement
(seniority pensions): the pension reform act had al-
ready made provisions for a gradual lengthening of
the minimum number of years necessary for pension
schemes other than General scheme in order to be
eligible for seniority pensions. For pensions drawn
post 1. 1. 1994, the 1993 finance act introduced co-
efficients of reduction of benefits for those who re-
tire before 35 years of contribution even if they al-
ready gained the right to draw on the date on which
the pension reform took effect (31.12.1992). The
reduction is inversely proportional to the difference
between the number of years paid and 35, with a
minimum of 1 % (for 34 years of service) and a
maximum of 35 % for those who retire alter 20
years of service. This measure will affect in partic-
ular the pensions received by state employees and
the staff of local administration bodies, who were
able to retire alter a minimum of only 20 years of
service;
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- privatisation of certain administrative bodies for
specific categories of basic pension schemes: this
particularly concerns schemes (already affected by
the field of application of Regulation 1408/71) for
members of the (liberal) profession, but also has
implications for the scheme foreseen for journalists
(INPGI) and the scheme for company managers
(INPDAI). The two main characteristics of this pri-
vatisation are greater freedom relating to the choice
of investments and the ban on receiving direct or in-
direct finance at the expense of the State budget. On
the other hand, the obligation to be insured and to
pay contributions has not been affected, neither has
the power of control accorded to the minister of
labour and of the treasury. This is particularly rele-
vant concerning the verification of the actuarial and
balanced financial situation and decision taking for
measures relating to the maintenance or the re-es-
tablishment of this equilibrium.

b) Supplementary retirement pension

"Secondary legislation" (decrees issued by the minister
of labour and the treasury) necessary for the effective
application of the new law relating to the regulation of
supplementary pension schemes (pension funds), pub-
lished in April 1993. At this present moment animated
discussions are in progress concerning the possibility
of making amendments to certain aspects of this law,
most notably to the tax system.

2. Health

The health benefit scheme was fundamentally altered in
1994. The main modification was to abandon the level of

income as a basic parameter for the gratis drawing of
benefits.

The new system introduced a new classification of medi-
cation into three groups:

- group A, "essential" medication, free for everybody;

- group B, free medication only for children below the
age of 10 and for the elderly aged over 60: the Test of
the population pays half price;

- group C, and medication for which it is not necessary
to have a prescription ("da banco" medication), the
cost of which is borne fully by the recipient.

The same age criteria also apply for the exemption of
contribution payments for tests and specialised visits,
which are normally payable by the beneficiary up to a
sum of LIT 100,000 (ECU 52).

. Combating unemployment

The measures taken in this field are based upon the prin-
ciple of according reductions (total or partial) in social or
fiscal payments in order to promote the employment of
supplementary workers. To summarise, these incentives
can be taken advantage of in the following cases:

- employment of supplementary staff recruited among a
particular category of workers: young people, disabled
persons, the long-term unemployed;

- employment of extra staff following cuts in working
hours;

- employment of supplementary staff in underprivileged
regions (the South);




- starting up of a business.

These measures are thus not only designed to "appease"
where the unemployment situation is worse, but also to
stimulate sectors of the labour market which seem most
likely to experience a real, future development and thus
provide long-term employment.

LUXEMBOURG

Social security matters have lately been dominated by the
coming into force of a law embodying the reform of sickness
insurance, which was passed on the 27 July 1992 and took
effect as of 1 January 1994.

The changes introduced by this law can be summarised in 4
points: adjustment to the system of financing with the State
playing a role where contributions are concerned but no
longer where benefits are concerned; administrative reorgani-
sation; amendments in the negotiation rules and the conclud-
ing of collective agreements with the medical suppliers; and
making the social partners aware of their responsibilities.
The social partners are now able to define the modes and
conditions of granting benefits. For more details on the
amendments incorporated in the reform act refer to the 1993
edition of MISSOC.

Within the framework of this law, new listings of the cases
covered by sickness insurance have been made. All the col-
lective agreements with the suppliers of health care products
have been re-negotiated according to a new philosophy which
makes a distinction between the key letters and the coeffi-
cients expressing the value relative to each case in order to
define the payment of the medical treatment. Finally, the so-
cial partners assembled at the General meeting of the union
of sickness funds agreed to pass new statutes which provide
for detailed and conformable regulations concerning taking
over responsibility for medical care and the for granting cash
benefits. The inclusion of the hospital sector in the budget,
which replaces the system of daily charges, is currently being
arranged.
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A law comprising an ensemble of provisions to ensure job
security, price stability and business competition contains el-
ements that have a direct effect on social security. In effect,
this law introduced the principle whereby the contribution
burden for family benefit (1.7 % of earnings) is no longer
met by the employer, but is from now on paid by the State.
In order to augment the funds for employment, an additional
duty called "social contribution” has been introduced and is
levied on petrol, and car diesel-oil. These measures come
within the framework of the strategy defined by the European
Union's White Paper.

Finally, it is worth mentioning that an index phase has come
to an end during the period dealt with above - all social bene-
fits have been increased by 2.5 %.

NETHERLANDS

Priorities in Social Protection

The social security system must contribute to social stability
and flexibility, which is essential to good economic develop-
ment. According to the 1994 Social Memorandum, a social
policy document to the 1994 National Budget (September
1993), a condition of social security having a dynamic effect
is that the system is durable and does not work in an inacti-
vating manner. Interests, authorities and accountability must
be balanced in such a manner that correct application of the
system is ensured. Elements in the rules and the practical
implementation which pave the way to abuse and improper
use must be eliminated. In an activating system of social se-
curity, a person's own responsibility for earning income
must be a priority. The system must contain participation in-
centives. A first line of action to make the present system
work better is an improvement in its enforcement and promo-
tion of (re-)integration in labour participation. With the in-
troduction of a series of measures to reduce sick leave and to
improve labour conditions over the past year an important
step is made towards a system whereby the right to benefits
are more selective and conditionally granted.

Major developments in Social Protection

Sickness and invalidity

After the introduction of the Reduction of the Number of
Disablement Benefits Claimants Act (TAV) in March 1992,
the Act to Restrict Claims on Disablement Benefits (TBA)
was brought into effect on 1 August 1993, providing for a
different assessment of entitlement to benefits under the Dis-
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ablement Insurance Act (WAO) and the General Disablement
Pensions Act (AAW). As basic elements it can be mentioned
that the term "suitable employment" under this act has been
given a broader definition and that the amount and the dura-
tion of WAO-benefits is - depending on one's age - limited
with regard to new claimants. Furthermore entitlement to
benefit now depends on the outcome of periodic examina-
tions.

Other measures were enforced on 1 January 1994. The Re-
duction of Sick Leave Act (TZ) provides for the employer to
bear the cost of sick leave during the first six weeks (in some
cases, two weeks). During this period the employer is also
responsible for carrying out sick leave inspection visits and
for counselling. This counselling must aim at encouraging
the sick employee in question to return to work. A revision
of the Dutch Labour Conditions Act provides that all em-
ployers must pursue a labour conditions policy aimed at pre-
venting sick leave. The revised Dutch Labour Conditions Act
also stipulates that labour conditions and sick leave policy
must be set out in close consultation with an advisory body,
such as a labour council.

Old age

On 1 February 1994 the rates of the old-age pension and
supplements for married and unmarried couples have
changed. In principle, both partners are independently enti-
tled to a pension amounting to maximum 50 % of the net
minimum wage upon reaching the age of 65. If only one of
the partners is 65 and was already entitled to old age pension
before 1 February 1994 the maximum pension is 70 % of the
net minimum wage. In respect of the younger partner the
pensioner may be eligible for a supplementary allowance of a
maximum of 30 % of the minimum wage. According to the

new ruling the maximum pension for pensioners who became
entitled to old-age pension on 1 February 1994 or later
amounts to 50 % of the net minimum wage and the maxi-
mum supplementary allowance equals the amount of this
pension. Both under the old and new ruling the payment of
the supplementary allowance depends on the younger part-
ner's work-related income.

New legislation

The coalition agreement of the new government (August
1994, setting out the main lines of the political program for
the coming years, shows that a profound reorientation and to
that, new legislation is to be expected in the field of social
security. The coalition agreement mentions the following
items:

Sickness and disability

- The introduction of a privatised system in respect of
sickness insurance and (selective) privatisation in respect
of disability insurance;

Unemployment

- the introduction of more stringent rules regarding the
qualifying period, suitable employment and voluntary un-
employment;

- the introduction of a flat-rate benefit instead of earnings-
related benefits in the case where the qualifying period is
not fully completed;

Family allowances

- elimination of the progressive amount of the .family al-
lowances according to the age of children in respect of
families with three children or more and the introduction
of a compensational allowance;
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Survivors

- introduction of a new survivors insurance providing for
limited entitlement to survivors pension and the introduc-
tion of a meanstest;

Old age

- entitlement to supplementary allowance in respect of the
younger partner will be made also subject to supplemen-
tary income of the old-age pension recipient (introduction
of a meanstest in respect of the pensioner);

Health care

- evaluation of the health care system;

- introduction of legislation on convergence aimed at the
determination of a general standard health care set for
both compulsory and private insured persons and the in-
troduction of a compulsory general own risk amount;

Social assistance

- revision of the National Assistance Act, providing for
simplification, the introduction of a new normative sys-
tem and a more stringent definition of the term "suitable
employment”;

Organization

- introduction of an independent supervising body;

- shift from sectorial to regional cooperation between the
institutions;

- introduction of free market forces (system of "opting-
out"; contribution differentiation).

PORTUGAL

Introduction

The last report gave an account of the problems related to
social protection in Portugal and the Government's concern
to reform the social security system in order to control ex-
penditure and cover revenue in such a way as to ensure better
protection for workers, especially those who have been most
severely affected by the recession or changes brought about
by the common European market in terms of employment.

Social protection - the major developments:

1. Financing

Despite the existence of a common contribution level for
the general social security scheme which provides covers
for all eventualities, it has been decided to break the sys-
tem down according to eventuality in order to assess the
corresponding costs and to readjust the contributions for
activities which have levels set below the general contri-
bution level.

This measure has already lead to, as of 1 January, an in-
crease in the level of contributions for the self-employed
workers' scheme and will also enable, in the short term,
a just definition of other rates relating to certain forms of
employment.

2. Organisation

The reform of the social security's regional administra-
tion was implemented during the second half of 1994.
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This reform, which aims to cut administration costs, has
reduced the number of regional centres from 18 to 5.

Unemployment

In order to better integrate unemployed persons into the
labour market, the Government has agreed upon 40 em-
ployment support measures. These essentially relate to
training programmes, job-creation grants and contri-
bution relief for businesses which employ the long-term
unemployed and candidates for first jobs.

The social protection scheme for the unemployed has also
been reviewed in order to enable, on the one hand, better
protection, particularly for those unemployed whose sec-
tor of professional activity is suffering the consequences
of the recession and the elderly, and on the other, a better
control of effective situations of unemployment and of the
amount of the respective allowances.

Invalidity and old age

Pension legislation was fundamentally reformed and the
new scheme has been in force since 1 January.

This scheme establishes equality between men and
women as far as age of retirement is concerned and
brings about a change in the way pension amounts are
calculated, and a review of the incomes which are taken
into account for the calculation of pensions.

The increase in life expectancy has resulted in a change
in the qualifying period for old-age pensions and a re-
quirement to have made contributions over a period of 40
years to be entitled to receive a full pension.

The contribution period taken into account for the pur-
poses of determining the basic sum of the old-age pension
has been extended to the 10 best years over the previous
15.

Self-employed workers

A new protection scheme for self-employed workers was
introduced on 1 January.

This scheme constitutes two protection plans. One is
compulsory and covers health care, maternity, invalidity,
old age and death. The other is voluntary and provides
cover in the event of sickness, an employment injury or
occupational disease and for family members.

The scheme for self-employed workers provides the same
cover as does the scheme for salaried workers.

Rehabilitation

Taking into account the Government's concern regarding
the rehabilitation of handicapped and disabled persons, a
commission has been specially set up to develop and fol-
low through a rehabilitation plan until the year 2000.
This commission is due to present its plan of action in the
near future.
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1.

UNITED KINGDOM

Introduction

The long-term review of the social security programme
continues. Proposals for reform of unemployment and
incapacity benefits have already flowed from this process;
examination of other areas may yield further improve-
ments. Pension reform has had particular prominence,
with the announcement of a range of measures affecting
state, occupational and private provisions. Elsewhere
there have been steady refinement and focusing of cash
benefit rules, adjustments to financing policies, and pro-
grammes to improve the effectiveness and quality of ad-
ministration and to reduce the bureaucratic burden on
business. The Government has set out a strategy towards
full employment, emphasising the need for enterprise and
avoiding extra social costs on jobs. Established reforms
of health and personal social services have continued to
develop and consolidate.

Pension Reform

The Government published a White Paper ("Equality in
State Pension Age") on 1 December 1993 announcing
plans for a common state pension age of 65. The change
will be phased over ten years, with implementation de-
layed until 2010 to give women and employers ample
time to prepare for this. Additional proposals will extend
equal treatment throughout the state pension scheme and
significantly improve the retirement incomes of many
people with family and caring responsibilities, and also
those of some people with disabilities. The Government

considers that these proposals provide a fair and sustain-
able basis for the state pension in the next century.

The Government-appointed Pension Law Review Com-
mittee reported in September 1993 with recommendations
for improvements to the security of occupational pen-
sions. Following public consultation the Government
published another White Paper ("Security, Equality,
Choice: the Future for Pensions") in June 1994 contain-
ing proposals to reform the legal framework of occupa-
tional pension schemes. These include a requirement that
all such schemes protect their pensions against inflation
of up to at least 5 per cent per year. Other measures will
make it easier for occupational schemes to provide equal
treatment between men and women, and make personal
pensions more attractive. The timetable for legislation on
all these proposals envisages the introduction of a Bill to
Parliament at the earliest possible opportunity, with a
target implementation date of April 1997, to allow em-
ployers and the pensions industry sufficient time to pre-
pare.

Unemployment, Sickness and Invalidity Benefits

The long-term review of the social security programme
has identified benefits paid in respect of incapacity as one
of the major areas of past and forecast growth in expen-
diture - at a time when the nation's health has been im-
proving. The relevant legislation, which received Royal
Assent on 5 July 1994 and comes into force in April
1995, introduces major reforms in this area. National In-
surance Sickness Benefit and Invalidity Benefit are re-
placed by Incapacity Benefit. There are three rates of
benefit, which increase over time. The highest rate is
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payable after 52 weeks, except for a small number of
very sick and disabled people who will be eligible for it
after 28 weeks. The rates of incapacity provision have
been restructured to remove areas of duplication between
state and private provision. The system of medical con-
trol is strengthened by a new, more objective medical test
which will focus benefit on those genuinely unable to
work because of sickness. This package of reforms is ex-
pected to save £ 1.5 billion (ECU 1.2 billion) by 1997
and more in the long term.

The Statutory Sick Pay Act 1994 abolished the
reimbursement by government of 80 per cent of
employers' Statutory Sick Pay (SSP) costs from April
1994. This change will not increase the costs to industry
as a whole; a reduction in employers' National Insurance
Contributions will more than compensate. At the same
time, the special help for small employers with their SSP
costs was improved. This relief will be superseded if,
after consultation with industry, alternative measures to
compensate any employer faced with exceptionally high
levels of sick absence are introduced.

From April 1995 the lower rate of SSP will be abolished.
This will simplify the administration of the scheme for
employers and give extra help to the lower paid, who are
less likely to be covered by an occupational sick pay
scheme. As part of the Government's initiative to reduce
burdens on business, a working group of employers,
employers' organisations and DSS officials is seeking
ways to simplify the SSP scheme. The Group is also con-
sidering whether employers might be excluded from this
scheme where they provide their employees with gener-

ous occupational sick pay. The Group expects to com-
plete its review by the end of 1994.

The Government proposes, subject to Parliamentary ap-
proval, to introduce an integrated Jobseeker's Allowance
(JSA) in April 1996 to replace Unemployment Benefit
and Income Support for the unemployed. Unemployed
people who are available for work will gain access to this
new benefit in two ways. Those who have paid sufficient
contributions will receive a personal allowance payable
for up to 6 months. This will be supplemented, according
to circumstances, by an income-related allowance which
will also be available to those with insufficient contribu-
tions. Non-contributory entitlement to JSA will continue
until the "jobseeker” finds work, provided the various
conditions for receipt continue to be fulfilled. The new
benefit structure will be accompanied by enhanced mea-
sures to help and encourage those seeking work. This re-
form is intended to achieve better targeting of resources,
simplification and improved administration.

. Other benefits

Changes to UK maternity benefits have been introduced
in line with the requirements of the EC Directive on the
Protection of Pregnant Women at Work. The changes
will benefit working women who expect babies on or af-
ter 16 October 1994 by increasing the level of benefit that
they will receive and abolishing the additional qualifying
period a woman had to work before she could receive a
higher rate of maternity pay. Women will also have
greater freedom to choose when their maternity pay
should start.
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From August 1994, all people, including work-seekers
from other signatory states to the European Economic
Area, who claim the non-contributory benefits, Income
Support, Housing Benefit and Council Tax Benefit, are
required to demonstrate habitual residence in the UK,
Channel Islands, Isle of Man or the Irish Republic. This
change brings arrangements in line with the practice in
most other European countries, and complements changes
made earlier in the year restricting access to these bene-
fits by the majority of people from outside the EEA.

Financing

The Budget implemented in April 1994 saw a range of
fiscal measures to maximise Exchequer revenue - from
which the bulk of social protection costs are met - with-
out an increase in the basic rate of income tax. At the
same time, the main rate of National Insurance contribu-
tions paid by employed earners and the higher earning
self-employed was increased by 1 per cent, with a reduc-
tion in the rates of contributions paid by employers and
increases in the thresholds for the lower rates of em-
ployer contribution. A Treasury Grant from general Gov-
ernment revenue will be available during the year to be
drawn upon, as necessary, to help the Fund meet its cur-
rent spending commitments.

Operational and administrative reform

The Government's commitment to containing public
expenditure by preventing fraud has led to the formation
of a new Security Branch within the Benefits Agency
(BA) to coordinate anti-fraud activity. The strategy to
prevent fraud includes the extension of more secure de-

livery systems for instruments of payment, and devel-
opment of information technology systems to identify
fraud.

The BA has made progress in the establishment of a One
Stop service for ali its customers. The first phase - "One
Place" - will be implemented in all BA offices by July
1994. This will enable customers to obtain advice and in-
formation on all benefits from a single local office, and
lodge a claim there for any benefit, regardless of where
this is subsequently processed. To complement this ini-
tiative, the BA has introduced a Customer Service Defi-
nition, specifying the nature and scope of service its cus-
tomers can expect to receive.

The War Pensions Agency was launched in April with
the aim of building on the achievements of its predeces-
sor, the War Pensions Unit, in delivering a consistent, ef-
ficient and effective service for the assessment and pay-
ment of war and war widows' pensions and to provide
welfare support when needed to war pensioners, war
widows, and their dependants and carers. The Child Sup-
port Agency has entered its second year, and its opera-
tions continue to be monitored.

Privatisation

The Department of Social Security has no privatisation
programme. It is, however, committed to the principles
of quality and efficiency embodied in the Citizen's Char-
ter and the White Paper "Competing For Quality". The
last year has seen an extensive and continuing programme
of market testing of activities in the Department and its
executive agencies aimed at ensuring that services are de-
livered in the best and most cost-effective way.
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8. Active Employment Measures

Unemployment in the UK stands at 9.4 per cent, the low-
est level for over two years, and well below that at the
peak of the last upward trend in December 1992. The
Government is committed to further improvement, and
recently outlined a five-point strategy towards full em-
ployment. This calls for: a common commitment to low
inflation and a stable economic environment; encour-
agement of enterprise and self-employment, with regula-
tion kept to the minimum necessary; a balance between
the rights of those in work and the needs of those who
are not, so that increased social costs do not price people
out of work; investment in education and training, such
as that provided for in a recently published White Paper
on competitiveness; and continual improvement in efforts
to help unemployed people back to work.

The proposed Jobseekers Allowance (g.v.) will empha-
sise the responsibilities of unemployed people who re-
ceive unemployment benefits, and will offer them im-
proved help to get back to work. A "Jobseeker's Agree-
ment" specifying individuals' proposals to find work will
be reviewed and supported at regular interviews, with fi-
nancial penalties for insufficient effort. The incentive ef-
fect of grants to help the long-term unemployed with ex-
penses on starting work is being explored, as is the scope
for