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PURPOSE: overview of the social dimension in the European Union as a background to socia policy
development and to contribute to the monitoring of developmentsin the social field across the Union.

CONTENT: The Socia Situation Report — published annually since 2000 — provides a prospective
overview of the social dimension in the European Union as a background to social policy development
and contributes to the monitoring of developmentsin the social field across Member States. Furthermore,
it establishes links to other Commission publications such as Employment in Europe, Industrial Relations
in Europe and the Gender Equality Report.

This report combines harmonised quantitative information with survey data on public opinion. In thisway,
it acts as a reference document, with the perceptions and attitudes of people living in Europe added to the
overal portrait of the social situation. In 2004, the report seeks to portray the social dimension of the
enlarged Union, looking at both developing socia trends and emerging policy challenges.

The main points of the report are:

- As the EU’s population rises by 20%, with its GDP only increasing by 4.5%, national and regional
income disparities have widened and the challenge of promoting social cohesion has become more
important.

- Enlargement will set new challenges for social cohesion while significant progress was observed in
EU15 over the last decade. Income in 82 regions of the enlarged Union, accounting for 31% of total
population, will be below 75% of the EU25 average. Two-thirds of these people live in the new Member
States and represent some 95% of their population.

- Relative levels of poverty in the new Member States tend to be moderate although absolute income
levels and living standards remain very low, particularly among the least well off, when compared to
EU15. The issues of poverty, socia exclusion and quality of living conditions will grow in importance in
the enlarged Union.

- In 2002, real GDP in the new Member States in Central and Eastern Europe exceeded 1989 figures by
13% on average, but this average hides large disparities anong countries where a few were still below the
1989 figures. During transition GDP growth has primarily been productivity driven. In the next phase it
will be vital to achieve a higher employment dividend from growth.

- For EU25, the prospect of a shrinking working age population implies that future economic growth
increasingly will depend on productivity gains through human capital development and increases in
physical capital. The quality of human capital will become a critical parameter for sustaining GDP
growth. The underlying human capital potential in the new Member States in Central and Eastern Europe
is encouraging as the states can build on the overall good levels of educational attainment.

- Narrowing the e-gap between Member States would become an integral part of social cohesion policies.
- Human capital development in a broad sense will be the key to economic and social progress. It can

promote macro-economic performance and improve labour market opportunities, living conditions and
citizens health.



- Comparisons of social protection provisions and social and civil dialogue in the new Member States and
EU15 document awhole range of differences, but also reveal many similarities.

- Many of the differences and a lot of the social problems in the new Member States in Central and
Eastern Europe relate to the pre-1990 and the transition periods. These difficulties cannot be overcome
overnight . However, the similarities and the progress made in the acquis indicate that with time they will
fit well into the span of variationsin EU15 countries.

- Reforms that can help deliver better social protection and higher standards of living are underway (e.g.
pensions, health), but challenges should not be underestimated (e.g. health & social inclusion) and in some
areas modern approaches still need to be implemented (e.g. gender, disability and ethnic minorities).

- Across the board, the ability to achieve changes and deliver on reforms is constrained by administrative
and social governance capacities. Measures of supporting structures of civil society and social partnership
continue to show a substantial gap to the EU15.

- Pension reforms in a number of new Member States were inspired by innovations in EU countries and
current provisions fit into the range of pension arrangements in the EU15. The success of pension reforms
in these countries will depend on their ability to raise employment levels and the average exit age.

- The integrated approach embedded in the Laeken pension objectives also apply in the new Member
States. Current vulnerabilities of pension systems in many of the new Member States underscore the
importance of securing adequate benefits, higher employment, later retirement and effective regulation
and sound management of pension funds.

- In PPS (Purchasing Power Standards) the EU15 spends roughly four times as much on health as the new
Member States in Central and Eastern Europe. Raising the scale and effect of health expenditure is a
precondition for health improvements.

- The substantial Roma and other ethnic minorities in some new Member States will increase the social
inclusion and anti-discrimination challenges associated with ethnic diversity.

- Disability policies in the new Member States still tend to based on medical models of disability and
marked by ingtitutionalisation and sheltered employment.

- The development of the bipartite social dialogue and the industrial relations regimes need further
strengthening in most of the new Member States.
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