"~ Notes and Brief Reports

Social Security Problems
in Western European Countries*

In November 1982, the Commission of the European

Community released Social Security Problems: Points -

for Consideration, a special report on the current finan-
cial problems of social security systems in its member
countries.! The report noted that:

‘® Social security costs are rising (as a result of infla-
tion, high unemployment rates, aging populatlons,
and program hberahzatnons) at the same time as
economic growth in these countries is declining;
and

® Cost control should be intensified in the areas of
health care, benefit indexing, and program ad-
ministration, while a reexamination of financing
mechanisms is necessary to ensure a stable and
equitable basis for funding social security in the fu-
ture.

" The report appeared at a time when the Commission

was revising downward its projections of economic-

growth in Europe in the 1980’s and recommending read-
justments in social policy. The European Community’s
Annual Economic Report, 1982-83, another document
from the Commission, stated that the expected 1982
' economic upswing did not materialize and that the
European economy was “‘entering into a long penod of
slow growth, or even depression.’’ It is significant that,
for the first time, this annual publication addressed the
need for adjustments in social policy, namely, to adapt
social benefits and regulations that were established in a
macroeconomic environment of high growth and low
unemployment to a new set of conditions of low
growth, high unemployment, and budget constraints.
The purpose of Social Security Problems: Points for
Consideration was to stimulate discussion and call for a
review of social policies to identify the necessary adjust-
ments in social security. The Commission did not intend

* By Lillian Liu, Compar.auve Studies Staff, International Policy
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1 Commission of the European Community, Social Security Prob- *

lems: Points for Consideration, 1982. The Commission is the execu-
tive arm of the European Community, the current designation of the
supranational organization that includes in its membership Belgium,
Denmark, France, the Federal Republic of Germany, Greece, Ireland,
Italy, Luxembourg, the Netherlands, and the United Kingdom.

to challenge the advances made through social seculrity
measures, especially in relation to the protection of dis-
advantaged groups in society.

Social Security: Definition

' Social security is broadly defined by the European
Community to include not only legislated programs for
old age (including survivors insurance), health care
(including sickness and disability), work injury, unem-
ployment, and family allowances, but to also include
employers’ voluntary programs as well as public and
private social assistance measures in these five areas. All
member countries under discussion have public (legis-
lated) and private programs in these areas.2 Old age and
health care are the two items that account for the largest
shares of social security expenditures in all eight coun-
tries (table 1).

Among the various types of programs included under
the term social security, the legislated programs com-
prise the largest share of expenditures and have the
greatest impact on the general population and the na-
tional economy. The relative level of funding from gov-
ernment.(central and local) and nongovernment sources

_(employer and employee contributions, user fees, and

levies on households) reflects, in general, whether the
legislated systems are universal or contributory
schemes. As shown in table 2, six countries rely heavily
on contributory schemes—Belgium, France, the Federal
Republic of Germany, Italy, Luxembourg, and the
Netherlands. In these countries, nongovernment contri-
butions constitute more than two-thirds of the funds.
On the other hand are the universal schemes of Den-
mark and the United Kingdom. Denmark operates an
essentially noncontributory, universal scheme that cov-
ers the entire population against all risks; governmental
funds account for nearly 85 percent of Denmark’s total
social security receipts. The United Kingdom has con-
tributory schemes for all legislated programs except for
health care; the national health system covers all resi-
dents and is financed almost exclusively from general
revenue.

NS

2 Ireland and Greece are not dlscussed in this summary because of
insufficient information.

3 Comparative Studies Staff, Office of Research and Statistics, Of-
fice of Policy, Social Security Administration, Social Security Pro-
grams Throughout the World, 1981 (Research Report No. 58), 1982.
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Table 1.—Program benefits as a percentage of total social security expenditures,’ selected years

Health and Work Unemploy- Family
Country Total OASI disability injury ment2 allowances Other 3

Belgium . '

1970 o..vvvennn. Cieeresteantesenan eraees 100 37.8 28.7 4.5 4.3 18.7 6.0

1975 oiiiiiiiinnannns eeens feeenseaeed . |- 100 38.0 © 318, 4.0 7.4 14.3 ' 45

1980 v..vvvevnnnns eresieiretesiene e 100 -38.2 31.2 34 12.8 - 1.6 2.8

1981 vviviiiiiiinnnns heerertrenesians 100 38.2 30.9 3.0 15.6 11.3 1.0
Denmark

1970 ..... Ceseaeeetresent et etansans 100 36.3 42,7 1.5 2.8 13.2 3.6

1975 ooievenen Cheraenaiesesberasanenen . 100 32.0 414 8 11.9 11.9 1.8

1980 ..... Ceressariseaenasans eeeeeeeias , 100 35.5 36.1 6 13.0 10.0 4.8

1981 .. oiviviinnnnnn Ceerenaeisees esaeens 100 349 34.8 4, 16.1 9.7 4.4
France: :

1970 ..... eeers i, eeereranaes 100 41. 34.4 4.4 2.0 14.8 33

1975 tiniiiitenirenananes Ceeerereesanaen 100 41.7 34.4 39 3.9 14.9 1.2

1980 ...... edaeane Cerensateeiinan ‘e 100 42.1 334 3.5 6.9 10.6 3.5

1981 o onriiiiiiinniannns Cerreeeienereuas 100 41.3 33.2 34 8.5 '10.0 3.6
Germany, Federal Republic of: . )

1970 covviievinnnns Cieeneresresaresanna . *. 100 45.6 3714 39 2.0 9.2 1.9

1975 ....... beeeveencsasnians Cereeeenene 100 41.9 31.5 34 6.3 9.4 1.5 -

1980 ..........nn Ceresesnesesseranas . 100 43.3 38.6 34 59 7.5 1.3

1981 ......... tesesearasiesenae 100 42.6 38.0 3.2 7.5 7.4 1.3
Ttaly: ’ ! ~ .

1970 ....... et eestesassenoana reseaaeas 100 39.1 40.8 34 1.1 12,9 2.2

1975 o ovviienninnenanass essaereeesenas 100 38.0 .44.8 2.3 2.6 11.6 7
1980 c.iiiiiiiannn Ceaseraesessssesassens 100 43.8 44.1 2.2 ' 2.4 7.3 2

. U 100 43.5 44.0 2.2 2.7 7.4 2
Luxembourg,

1970 ....... [ teteeiereresnennn 100 63.0 18.3 6.9 @ 11.2 6

1975 o oeiinnnn PRI Ceiesieesinenanes 100 52.6 32.2 + 5.9 2 8.8 3

1980 ......ovvvnnns eseneresresenianenns 100 48.7 38.2, 4.1 7 8.1 2

1981 ........ Ceserseeesieaan Cereareaenes 100 49.2 38.1 3.8, 1.0 7.8 .1
Netherlands P '

1970 o viinnennennnn. et ereereereneas 100 " 40.4 42.5 &) 3.3 134 4,

1975 coviivennens ereeerenierans Ceerenes © 100 36.0 46.9 (L) 6.1 10.6 4

1980 ....... Cerreeeees R B 11"+ 33.0 49.3 ) 6.3 9.3 2.1

[ £:1: 7 I Pestees et arabeans 100 323 479 ) 8.8 8.8 2.2
United Kingdom ‘

21970 ..., R Ceterrasereretsatsasaean 100 46.8 36.4 1.3 4.5 8.7’ 2.3
1975 ....... eresraceneriiseane PN 100 46.0 ° " 3.6 1.2 5.7 8.7 8
1980 ......... PN 100 42.8 33.2 1.2 9.8 1.4 1.6

TH981 i Ceeesernonenassanes 100 42.0 31.0 1.1 . 124 ' 11.0 2.5

! Includes legislated and pnva(e schemes as well as public and private social 40.03.

assistance programs.

2 Includes placement, vocational guidance, and resenlement

3 Includes public and private social assistance in housing and in areas other
than the five branches of social security.

Summary of Report

Economlc Environment

The social security systems in the Community mem-
ber countries, despite their differences in structure and
funding, operate within a similar European social and

" economic environment and share a common set of prob-

lems. Social Security Problems: Points for Consid-
eration describes how recent changes within this general
environment have pushed up social security costs and

suggests what should be done to put financing on a

more stable basis.

Since World War 11, European countries have bene-
fited from a combination of factors favorable to their
economic development and the improvement of their
social security programs. Now, however, the majority
of these factors either no longer exist or are no longer
favorable. European Community countries are expe-

-riencing declines in gross domestic product (GDP)

growth rates, rises in consumer prices and unemploy-'

5 Included in expenditures for health and disability.
Source: Eurostat, Soclal Protection, 1979, No. 1, pages 2-5, and 1983,
No. 1, pages 3-10.

¢

ment, as well as shifts in the labor force structure.

The growth rate of GDP in these countries began to
decline in the second half of the 1970’s, just as inflation -
and unemployment rates started to climb. The average
annual rate of inflation during 1974-82 (the period after
the 1973-74 oil crisis) was substantially higher than that
during the 1960’s and early 1970’s (table 3). The Com-
munity’s average annual inflation rate was 5.2 percent
during 1960-74, but it was 10.8 percent during 1974-82,
The unemployment rates in these countries also in-
‘creased sharply following the 1973-74 oil crisis, a trend
that continued well into the early 1980’s (table 4). The
shifts in labor force participation from declining
industries to the services sector has led to structural un-
employment—so that even an economic upswing is un-
likely to solve the unemployment problem in the short
run, ‘

.
Cost Increases in Social Security

The costs of social security have continued to rise at

1

18
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Table 2.—I_’er§:entage‘distribution of social security re-
ceipts, by source, 1980

' Contributions
Govern-

House- ment Interest

Country Total * | Employer|” hold! | and taxes | and other

Belgium,....... 100 41.0 20.1 34.7 4.2

Denmark....... 100 9.6 1.8 84.9 3.7

France......... 100 56.0 23.7 1. 17.7 2.6
Germany, Federal

Republic of, . 100 42.7 22.1 26.7 8.5

Ttaly........... 100 58.8 13.6 249 2.7

Luxembourg .... 100 +36.2 22,6 316 9.6

Netherlands. .... 100 _ 371 25.8 20.4 16.7

United Kingdom . 100 333 14.6 43.6 8.5

1 Includes contributions by employees and levies on users and households.
Source; Commission of the European Community, Social Security Prob-
Iems- Points for Consideration, 1982, page 5.

Table 3.—Average annual growth rates of consumer
prices, 1960-74 and 1974-82

Country 1960-74 1974-82
Belgium ... oviiiiiiintiveenrene eenee 4.3 7.9
Denmark ...covvvnirerennsornonsonans 6.7 10.6
France ....c.vveeneincssssorescsoanes 53 11.4
Germany, Federal Republicof ............ 39 4.8
Ireland ... oo viieiininriiiiiarenennnns . 6.6 16.3
Italy coiiiiieciiieiitatanescnennnnnen 5.8 174
Luxembourg...vvvivinsncnnnconsasssas 3.5 8.0
‘Netherlands .. ..civvvienenrrnnncnnanes . 5.5 7.0
UnitedKingdom . .....ovvveirneesnoness 5.7 14.4
9-COUNtIY BVETAGE. oo vveesvasosnnosnsnen 5.2 10.8

Source: Commission of the European Communities, Social Securlly Prob-
fems: Points for Considemion. 1982, page 2.

the same time that economic growth has slowed. Social
security expenditures aﬂs a percent of GDP have grown
from an average of 18.1 percent in 1970 to 23.7 percent
in 1975 and to 25.9 percent in 1980 (table 5).

The Commission maintains that the upward trend in

social expenditures should be viewed in the context of
slowed growth in GDP, large budget deficits, and—in
certain countries—high rates of inflation and. unem-
ployment. The slowing of economic activity and the
resultant rise in unemployment “‘constitute the main im-
mediate reason’’ for the financial difficulties of social
security programs. Thus, the report says:

social security schemes are increasingly incapable of
absorbing the cost of levels of unemployment three or
four times as great as in the past. Not only do they
have to provide a substitute income for ever greater
numbers of unemployed—essential not only for so-
cial reasons, but also for the maintenance of demand
in the economy—but also face a fall-off in
social security contributions and taxes which may be
an even more important factor in their financial diffi-
culties than the increased benefits they have to pay
out.? £

4 Social Security Problems: Points for Consideration, page7.

-

In all eight countries shown in table 1, unemployment
benefits as a percentage of total social security expendi-
tures rose rapidly, outpacing cost increases in any other
social security programs during 1970-80. Also, a com-
parison of annual growth rates of GDP, consumer price
indexes (CPI), and social security expenditures in these
eight countries from 1970 to 1980 reveals sharp in-
creases in social security expenditures following the oil
crisis in.the early 1970’s (table 6). These increases _
roughly parallel rises in prices and unemployment rates
in the same period (see table4).

Apart from the impact of the economic crisis, the
Commission also attributes’ higher social security ex-

* penditures to at least three other long-standing trends.

These trends are the benefit liberalizations and expan-
sion of social security coverage since World War II, the
aging of the populations, and the growth in health costs.

During past periods of prosperity, the European
Community countries introduced new benefits, raised
the levels of existing social security benefits, eased quali-
fying conditions for awarding benefits, and extended
coverage to categories of persons not previously in-
sured. Moreover, there has been a tendency to link ad-
justments in benefits to average wage or price increases
so that recipients could maintain their previous stand-
ards of living, rather than simply receive a minimum in-
come.

The rise in social expenditures has resulted also from
an increase in the proportion of the population aged 65
or older, coupled with the lowering of the retirement age
in many countries® In the past 15-20 years, the percent-
age of persons aged 65 or older in the total population

. has risen from about 11 percent to 15 percent in many

European countries. The increase in the number of .
elderly persons involves considerable growth not only in
old-age benefits, but also in areas of social assistance
and health care expenditures.

Health care expenditures represent the area in which
social security costs have not only increased but also are
likely to expand even further.® The aging population is
an important contributing factor. Compared with aver-
age health care costs for those aged 14-64, per capita
costs are about three times greater for those aged 65 or
older and five times greater for those aged 75 or older.’
Moreover, advances in medical techniques have intro-
duced more expensive forms of treatment. Better ac-
cessibility to health care facilities combined with the
“hazards’’ of modern life—pollution, work and traffic

—

5 The European Community has supported flexible retirement age,
thus allowing early retirement, For a discussion of thns policy, see page
21,

6 Of the eight countries listed in table 1, five (Belgium, the Federal
Republic of Germany, ltaly, Luxembourg, and the Netherlands)

, showed that the growth in health care expenditures during 1971-80

surpassed the rapid rise of total social security costs during the same
period.
7 Social Security Problems: Points for Consideration, page 8.
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Tilble 4.—Unemployri1ent rates, 1971-82

1976 1977 1978 1979 1980 1981 1982

Country 1971 1972 1973 1974 1975
Belgium........... 2.2 2.8 29 .32 5.3 6.8 7.8 T 8.4 8.7 9.4 11.6 13.8
Denmark.......... m q 0 9 2.1 5.1 53 6.4 7.3 6.1 7.0 9.2 9.4
France.........v.. m 2.7 2.6 2.8 4.1 44 4.7 5.2 5.9 6.3 7.3 287
Germany, Federal )

Republicof..... 8 1.1 1.2 2.6 47 4.6 4.5 4.3 3.8 38 5.5 7.7
Ireland........... R 7.2 8.1 7.2 79 122 12.3 11.8 10.7 9.3 10.3 13.5 16.5
Raly...ooveevnnnns 5.4 6.4 6.4 5.4 5.9 6.7 7.2 7.2 1.7 7.6 8.4 9.1
Luxembourg ....... (L) (L) Q) &) 2 3 I g 6 |t 7 1o | 213
Netherlands........ 1.6 2.8 2.8 3.5 5.0 5.3 5.1 5.0 5.1 5.9 9.0 124
United Kingdom . ... 35 3.8 2.7 2.7 4.1 5.7 6.2 6.1 5.7 7.4 1.4 2131

1 Data not available,
2 Estimated. , 1
3 Less than 0.1 percent.

accidents, stress, overeating and other unhealthy hab-
its—have also served to inflate health expendltures.

Suggesged Corrective Action :

Although the' Commission does not regard social se-
curity costs as simply a ‘‘burden on the economy,” it
does see a need to better control these costs. Increases in
expenditures have led to higher taxes and social security
contributions, which in turn have pushed up labor costs,,
European products, priced to absorb these rising costs,
have become increasingly vulnerable to competition in
the world -market. The Commission argues, however,
that these social expenditures are a ‘‘precondition for
maintaining a higher level of skills, efficiency and moti-

vation in the economic life of Europe.’” Moreover, the_

taxes and contributions levied are reintroduced into the
economic circuit in the form of benefit payments that
help maintain a certain level of economic activity, The
social security systems, for example, create work either
directly—for physicians, pharmacists, and so forth—or
indirectly—by sustaining the pharmaceutical, chemical,
electronics, and other industries. !

Nevertheless, the Commission urges that the growth
in social expenditures needs to be controlled. Cost con-
tainment, according to the Commission, should be
achieved by coordinating and controlling increases to
ensure effective use of available resources while meeting
real needs, rather than by freezing social expenditures at
a given level. The Commission also warns against react-
ing to budget imbalances by taking piecemeal restrictive
measures that may result in negative repercussions for
the most vulnerable sectors of the population.

The Commission recommends more effective cost
control in the following areas:

® Health care—by keeping a rein on the types of care
offered and by promoting public awareness of per-

sonal and environmental health, especially preven-

tive care. This would require concerted efforts by

~ the government, medical and health insurance car-

riers, and insured persons;

® The periodic adjustment of benefits—by carefully -

reviewing existing procedures on the basis of the

[y

Source: International Labour Office, Yearbook of Labour Statistics, year-
books for 1981 and 1982, and Bulletin of Labour Staistics, 1983, No. 3.
\

-requirements of social justice and the objectives of
responsible economic policy; and

¢ The administration of social security systems—by
preventing fraud, - eliminating overlapping pay-
ment of benefits, and cutting excessive adminis-
trative expenditures. At the same time, simplified
procedures may also help insured persons.

In addition to cost control, however, the Commission
maintains that a reexamination of social security financ-
ing is in order. The Commission proposes reordering the
financing mechanisms so that funding of social pro-
grams becomes more stable and equitable. At present,

- for programs in which the bulk of receipts depends on

employer/employee contributions, financing often suf-
fers from fluctuations in employment. Moreover, the
Commission argues that the current financing structure
in most countries places a heavier contribution burden
on labor-intensive than on capital-intensive firms. This
factor is particularly important since small- and me-
dium-sized labor-intensive enterprises have become the
main creators of new jobs in recent years. °

: ~ Comment

The European Commission is the executive arm of the
European Community and also the initiator of pro-
posals that conform with overall Community interests.
Its suggestions, as outlined in Social Security Prob-

* Table 5.—Social sécurity expenditu‘reé as percentage of

gross domestic product, selected years

Country 1970 1975 1980 1981
Belgium ........... beestsensans 1 188 248 | ' 216 30.2
Denmark ....... sesesesnsesnsns 19.6 25.8 28.7 29.3
FIANCE «ovvvrernncnvscenronanse 19.2 229 ] 259 27.2
Germany, Federal Republlc of ...... 21.5 28.0 28.7 29.5
freland. . ..iviiennnionnnonas T 13.2 19.4 220 23.4
ltaly oooevennsionerssacnoconnns 17.4 22.6 22.8 247
Luxembourg. soooveevesennnonass 16.4 224 256 | .27.1
Netherlands o covevevnnencnnanss 20.8 28.1 30.5 317
UnitedKingdom. ....coocvvennens 15.9 19.5 214 -23.8
9-COUNITY AVErAgEe +vvevvrarvnscns 18.1 23,7 259 27.1.

Source: Eurostat, Social Pmtécllon. 1983, No. 2, page 1.
'
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Table 6. —Annual growth rates of gross domestic product (GDP), the consumer price index (CPl), and social secunty

expendltures (SSE), 1971—8] 0

'

I}

Coumry 1971 C1972 ] 1973 1974 1975 1976 1977 1978 1979 1980 1981
Belgium: . "
(€] 0 ) = .93 1.9 13.6 17.3 10.6 13.7 8.1 .15 . 6.6 7.1 3.6
[0 - P ¢ 4.3 . 5.5 7.0 12.7 12.7 9.2 7.1 4.5 4.5 6.7 7.6
SSE...ioiiveaiisernsnnnns 116 . 171 1.2 224 28.3 134 15.3 7.8 5.8 9.7 14.3
Denmark ,
GDP. .. vivvinnnvnnsannnns 10.5 15.1 15.3 1.1 16.2 11.2 '11.5 9.9 9.7 9.3
CPl iiiviiieninnaonnnenns 5.8 6.6 . 9.3 15.2 9.6 © 9.0 1.1 " 10.0 9.6 12.3 11,7
3] 17.3 15.9 17.3 26.2 20.0 12.2 12.8 15.0 14. 8 14.3 RER
< 11.5 12,5 13.6 14.7 13.6 15.5 123 13.6 13.9 13.1 1.9
5.5 6.2 7.3 13.7 17.8 . 143 12,6 7.5 7.3, 116 134
12.2 "13.7 15.5 18.5 26.8 16.4 17.0 18.0 15.9 15.5 18.3
1 1.2 9.4 11.2 1.5 4.8 8.3 6.8 7.4, 8.4 6.4 4.2
s2| ' 56 6.9 7.0 " 6.0 4.2 3.7 © 2.7 4.1 5.8 © 89
13.0 13.3 13.7 14.5 18.3 8.5 12.8 6.0 6.2 .18 7.4
8.9 ‘9.7 © 19.5 23.4 13.2 25.0 213, 16.9 21.6 25.8 174
4.8 5.7 10.8 19.1 170 | . 16.8 18.4 12,2 14.8 21.2 19.5
m (] [0} . (1) 194 ] 245 . 180 24.2 17.6 25.2 28.0
GDP..iiiineirnnerinnnnns 3.7 10.7 23.0 21.1 -5.6 14.8 2.3 10.0 11.2 1.5 (D]
CPl ...cevveenns veessans 4.7 5.2 6.1 9.6 10.7 - 98 6.7 34 4.6 6.3 8.0
3] 12.1 10.7 16.3 17.5 27.9 20.7 11.9 9.3 9.9 9.8 11.8
Netherlands ) . . . '
GDP.viivvirvinencnennsne 13.2 13.2 14.6 13.2 10.1 14.7 14.5 8.0 6.4 6.3 4.4
L] - ' 1.6 7.8 7.9 9.7 10.2 8.8 6.7 4.0 4.3 6.5 6.7
] S 19.7 19.1 17.3 20.5 22,6 16.2 13.2 11.0 9.9 8.3 8.4
United Kingdom: .
GDP.....ovvvivniennneees 12.2 10.7 15.1 13.6 26.6 18.7 L 154 149 |' 16.9 16.9 9.9
CPl ..iiiiiienrinnonanens 9.4 7.1 9.2 15.9 24.3 _16.5 15.9 8.3 134 18.0 11.9
SSE. . iinrirnecsnnnnnes e 14.9 16.1 13.7 28.4 32,6 17.5 16.4 17.9 17.2 22.6 19.6

! Data not available.
Source: International Monetary Fund, International Financial Statistics,
1981 Yearbook and issue for April 1983; International Labour Office, Year-

s
lems: Points for Consideration were not intended to be

binding on member states ‘but rather to encourage dis-

cussion and provide gundelmes for public policy. It is

nevertheless useful to examine the report in the context

of the European Community’s existing social security

policy.

The Commission’s recommendations for cost con-
tainment reflect the major concerns of the European
Community’s social security policy—that the distribu-
tion of the financial burden be equitable and that the
population groups most vulnerable to economic fluctua-
tions be adequately protected. Despite growing concerns
over costs in recent years, the Community continues to
support full coverage for migrant workers and equal
treatment for men and women under social security. .
The Commission’s recommendations identify general
areas for cost control in medical care, benef:t adjust-
ment procedures, and administration, as well as the
possible restructuring of funding mechanisms. These
proposals do not target any social or economic groups
for benefit cuts or higher contributions. Indeed, the
Commission cautions against ad hoc solutions and dis-
criminatory policy responses that may place a heavy
burden on the socially and economically dlsadvantaged
segments of the population.

- The Commission’s report passes over raising the re-
tirement age as a viable cost-cutting measure and in-

book of Labour Statistics, yearbooks for 1981 and 1982; and Eurostat, Socia!
Protectlon, issues for 1979-83.

stead supports a flexible retirement age. This position is
consistent with earlier views expressed by the various
institutions of the European Community. On December
10,.1982, the Community’s Council of Ministers for-
mally adopted a recommendation for this policy,
suggesting that member countries should work toward
providing greater flexibility in fixing the retirement age
by granting workers (1) the freedom to choose the time
of their retirement after a given age or within a pre-
scribed age limit or (2) the option of early or deferred re-
tirement in cases where there is an established retirement
age, The Council’s decision thus accommodates the pre-
vailing preference among European workers for early
retirement.8

" Provisions for early or deferred retirement already ex-
ist in six member countries (Belgium, Denmark, France,
the Federal Republic of Germany, Italy, and Luxem-
bourg). Many European governments also see a flexible
retirement age as a means of allowing older workers in
declining, traditional industries to depart from the work
force before statutory retirement age. More impor-
tantly, as large numbers of the European workers favor-
ing early retirement take advantage of the granted

8 Daniel Wartonick, ‘‘European Attitudes Toward Renremenl."
Social Security Bullelin June 1980, pages 26-28
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““flexibility,”” positions may open up for the growing

number of unemployed youths in the otherwise stagnant
job markets?

Finally, several institutions in the European Commu-
* nity have been trying since 1979 to develop capabilities
for reevaluating social programs and their financial re-
sources. Awaiting debates in the Community’s Euro-
pean Parliament (and eventually the approval of the
Council of Ministers) is a proposal for making 4-year
medium-term projections of social expenditures and for
analyzing the financing mechanisms of social programs.
The proposed project would provide current informa-

9 On April 25, 1983, the Commission of the European Community
reported that of the more than 12 million unemployed in the Commu-
nity, over 4.5 million were youths under age 25. (*‘Young People and
Employment,”’ European Industrial Relations Review, June 1983,
No. 113, pages 25-32.) R

tion through annual reports of social expenditures and
receipts, including yearly medium-term projections.
These reports would replace the quinquennial publica-
tion of the European Social Budget (the most recent edi-
tion covered 1976-80) that has been more useful for
analyzing past developments than for diagnosing the
present and forecasting into the future. In addition, the

.contents of the annual reports would be expanded

beyond a listing of expenditures and receipts to include
data needed for in-depth policy analysis (for example,
data about after-tax income received by the various
categories of beneficiaries—the sick, elderly, unem-

" ployed, dependent children, and others). These yearly

reports and annual 4-year term projections would sup-
ply timely estimates for social security financing in a pe-
riod of rapid changes and would help identify real needs

-and determine priority for social policies.

22 .
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