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Social protection financing in the EU .

Outline %

>  Review of recent developments in financing social protection in EU
R R 4 o PR 4P 25 3 0 1 e 15 U o

> Especially split between social contributions and taxes
5] S AL R G B S R

> And within social contribution — between employers and employees
FLORGI TR A, e E AN TR 5 S

>  Question - are contributions tending to decline in importance because of
labour market developments - particularly in non-standard work?
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>  And consequently is tax financing tending to increase?
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Social protection financing in the EU .

Outline (cont'd) HE (&)

>  Starting-point - to review trends in social protection expenditure, and in
pattern of spending
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>  Affects financing since different elements financed in different ways
H T AN EES il i AN [F] 7 NE BT, BRI T e A 2 B8 7 A R i
>  0Old-age pensions financed mainly by social contributions in most
countries (65% average in EU) along with unemployment benefits
K % B K T o 1) 97 28 40 R o Rl B A R G0 R g AT & B (MR P 25°865%)

>  Healthcare financed more by taxes (50% average in EU), along with
family benefits and means-tested social assistance

I E R R E AR LU & 45 B € It SR B F R A E 7 (BN
50%)

>  But substantial differences between countries in pattern of spending and
reliance on social contributions
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Social protection financing in the EU

Expenditure on social protection in the EU by function (% GDP)
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Social protection financing in the EU

Expenditure on social protection in selected MS by function (% GDP)
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Social protection financing in the EU .

Developments in financing
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>  On average, social contributions accounted for 57% of total revenue for
social protection expenditure in EU in 2019 (latest year data available)
20194 (HFEERFM) KA RT3 Gt 2 RSN K57 %

»  Taxes accounted for 39%, rest (3%) from other sources — mainly interest
P 5 39%, HAM TR 3%, FEINFLE

>  Since 2000, shift away from social contributions to taxes
H20004E, = OoJFaa WAL DR 2 e I B

> But shift occurred mainly from 2000 to 2010, since then little change ...
(HRIX P AR R E HIAE2000%020104E, 2 J5 MR /N
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Social protection financing in the EU

Social protection financing in the EU by source (% of receipts)
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Social protection financing in the EU

But large differences between EU countries in division of financing and trends....
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Social protection financing in the EU

Social contributions as % of financing in selected other MS
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Social protection financing in the EU .

Sources of social contributions
>  Social contributions come mainly from employers (62% of total revenue
raised from contributions)
FECRIE YR T CRRNI62%K H AL IRZI T} )
>  Tendency for these to decline in importance over recent years
VAR JE F 002 i) B B2 T s
»>  But again decline occurred mainly before 2010
BN PR S A A A E 20 104E Hif

>  Employee’s contributions also tended to decline in importance before
2010, but by less and since then some increase ....
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Social protection financing in the EU

Division of social contributions in the EU by source (% total financing)
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Social protection financing in the EU
But again differences between countries .... [F¥, [EZKAFEER
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Social protection financing in the EU

Financing from employers’ contributions in selected other MS (% total
financing) KXW H At gk 02 E e R8G5 BB R E)D
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Social protection financing in the EU .

Developments in the base for social contributions

RIS 8-S O ESINYd S

>  Social contributions are mainly levied on wages and salaries or earnings
of self-employed

IR FER T EET TSN R ZRIA
>  Little sign of a decline in wages and salaries in the EU relative to GDP ...
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Social protection financing in the EU

Wages and salaries as % GDP in EU and largest MS
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Social protection financing in the EU .

Developments in self-employment

B R KRB
>  But some sign of a decline in self-employment

SRR A BN JI0BIE S

> And little evidence of a shift to ‘bogus’ self-employment - self-employed
working for a single contractor

JUFBAT UETE R W 0™ R B B il % 28 — — BN 3 — R B 1 DAR T H R 57

>  Few countries show significant growth in self-employed without
employees ...
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Social protection financing in the EU

Self-employed without employees in largest EU MS (% total employed)
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Social protection financing in the EU .

Ear-marked taxes

TR
>  Tax financing for social protection comes predominantly from general
taxation

o ORI RRCE 5 E R A T — AR
>  Financing from specific taxes — ear-marked taxes - levied only in a few
countries

RADHE 508 S L B J7 2Nk AT %5 5%

>  Little tendency for such taxes to spread to other countries
B B S ) LT3 ) Fofl E X KR a3

>  Or to increase in importance in countries where in use ...

FESENE L IR E 5K, HE WL EE KRB

‘ APPLIC\—A)



Social protection financing in the EU

Earmarked taxes as % of total receipts TP 5 R L
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Social protection financing in the EU .

Concluding points

>  Little general tendency in the EU for social contributions to decline as a
source of social protection financing, especially since 2010
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> Increase in financing from taxes occurred mainly before then, especially in
2008-2010 period of global recession

Pl g Bt 07 B R EERAE2010F 21T, JCHZ2008-20104F /) & BRA 5T R iR I
i

>  Some shift away from employers’ contributions but mainly before 2010
I — e E A Y, (HEERAE20104FH]

>  No tendency for wages and salaries — main base for social contributions -
to decline relative to GDP
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Social protection financing in the EU .

Concluding points (cont'd)

ERES (%)

>  Self-employment has tended to decline as share of total employment
H e b s ol i B 28 P A

> S0 no tendency evident for ‘bogus’ self-employment to increase across
EU
VAR AR R AR A" B 5L AE B E BE

>  Tax financing for social protection predominantly comes from general
taxation and little tendency for ear-marked tax revenue to increase - no
sign of initiatives to expand sources of financing
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>  Future problems of financing depend critically on developments in

expenditure on old-age pensions and healthcare - which in EU as yet has
not increased significantly relative to GDP, despite ageing population.
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