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The Bruegel policy brief on ‘Europe’s Social Problem and its implications for economic growth’ which was 
discussed in the informal ECOFIN meeting on 2-3 April 2014 was warmly welcomed by Eurodiaconia. As a 
European-wide network of Christian-based social and health care service providers, Eurodiaconia supports 
the ECOFIN Council addressing important European social challenges. We strongly believe that economic 
policy and social affairs are inextricably linked and for some time now, Eurodiaconia has been highlighting 
social consequences of the financial and economic crisis.  

We particularly welcome the focus given to the consequences of inequality in the paper, highlighting that 
the increase in poverty and unemployment has been more pronounced in countries that already had higher 
levels of inequality pre-crisis. Arguments in the paper in favour of more equal societies is backed up by a 
recent IMF study that found that lower net inequality is correlated with faster and more durable growth and 
shows that there is little evidence for the growth destroying effects of fiscal redistribution at the macro-
economic level. We also welcome the emphasis on the need to review taxation policy, to protect 
intergenerational equity and reduce the tax burden on the disadvantaged, along with the suggestion to call 
on the higher earners to contribute more. And whilst we welcome the emphasis on inequality in the paper, 
we would also remind researchers and policy makers that inequality is not only about income but also about 
participation and access to rights. However, we must not only focus on inequalities, if all society becomes 
poorer then people remain equals but the deterioration of the social situation remains a threat to 
sustainability and growth.  

The paper states that the economic crisis has led to a significant deterioration of the social situation in a 
number of EU countries with unemployment and poverty increased substantially in most EU member states. 
The paper also importantly highlights that with of the crisis, the European social model and its ability to 
protect the most vulnerable has been seriously questioned. Overall, the paper shows that across the EU, 
spending on families and children, unemployment, education, health and sickness and other social 
protection has increased below inflation – a cut in real terms. Furthermore, child poverty increased more in 
countries that cut family and child benefits more, showing that these cuts were not efficient. The report also 
concludes that poverty undermines the ability to access educational and health services with a knock on 
effect on long-term productivity. For some time, Eurodiaconia has been raising concerns about overall 
increasing poverty and social exclusion, as well as the erosion of European social welfare systems, as public 
spending on social services has in most member states been cut and our members have been forced to 
make choices about which services they can sustain1.  
 
We welcome the reference made to the problem of high private debt and over-indebtedness. The report 
makes the hypothesis that excessive borrowing by low-income households which eventually became 
unsustainable in a number of EU member states is a direct result of rising income inequality, and thus 

                                                 
1 3erd report on the impact of the crisis (p.7-9) http://www.eurodiaconia.org/files/Financial%20crisis/3rd_report_fin_crisis_website.pdf  

http://www.eurodiaconia.org/files/Financial%20crisis/3rd_report_fin_crisis_website.pdf
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confirms some of Eurodiaconia’s members’ analysis that the  causes of household over-indebtedness as 
both structural and linked to individual behaviours. Generally Eurodiaconia members believe that living under 
the strain of the financial crisis has become too difficult for families and single-parent households and that 
the challenges of everyday life in EU Member States have become too high, especially for families with 
children. Eurodiaconia has been highlighting for some time now the growing problem of over-indebtedness, 
and we would agree that it undermines long-term growth and social and political stability. In particular, 
attention must be paid to technological developments which have facilitated the access to inappropriate use 
of credit for vulnerable users (e.g. SMS loans, online gambling, etc.). It is therefore necessary for public 
authorities to address this issue. And whilst financial inclusion and over- indebtedness are mostly related to 
national competence, we believe there is room for action at EU level to mainstream the protection of 
vulnerable people against predatory lending and over-indebtedness. This can be achieved through 
consumer protection (education, information) but also collection of information, monitoring and regulating of 
potential dangerous practices in the internal market such as irresponsible lending, advertisement, debt 
collection, etc.  
 
We can also confirm Bruegel’s concern of people’s decreasing trust in governments that was highlighted in 
the paper, as expectations of what the EU can do are not met.  The report underlines the risk that structural 
reforms and fiscal consolidation diminish the reform momentum and may lead to political instability. For this 
reason the recommendation to make better use of the European Semester is welcomed, but we stress that 
this must include better involvement of civil society and a more democratic process to ensure that citizens 
feel that their voices are being heard.  

What’s missing? 
 
Whilst we acknowledge that decent work is one effective way to lift someone out of poverty, in-work poverty 
and lack of decent jobs represents today a large contributor to poverty and social exclusion2 which is not 
highlighted in the paper. An estimated 9.5% of the workforce in the European Union, more than 15 million 
people, are affected by in-work poverty (Eurostat 2012). This represents a clear increase from 8.9% in 2011, 
and 8.4% in 2010. We have seen the employment situation worsen with the crisis due to loss of many jobs, 
worsening working conditions, cuts of wages, cuts in social budgets, and growing job insecurity. For these 
reasons, we regret to see that in recent years focus has been placed on employment as the only route of 
poverty, with economic productivity and competitiveness, as well as raising employment levels as the 
primary focus. Eurodiaconia wishes to see more comprehensive and integrated social inclusion strategies 
that take an active inclusion approach combining the equally important strands of inclusive labour markets, 
access to quality services and adequate minimum income.  
 
Eurodiaconia also shares Bruegel’s concern about the very real risk of a lost generation. Intergenerational 
gaps and societal divides, feelings of hopelessness and uncertainty about the future leave the current and 
next generations disillusioned about the future of Europe. However we regret that there is no specific 
mention of social cohesion and its importance for the entire society. Whilst we welcome the reference 
made to the risk of political instability as we strongly believe that increasing inequality, poverty and social 
exclusion threaten the European Union political, financial and economic stability, we would have welcomed a 
positive reference to the importance of “social cohesion” as the glue that holds society together society and 
as a fundamental foundation for healthy economic growth.  

We would question the assertion that “Europe’s social model was generally thought to be not especially 
growth friendly”. Firstly there is no evidence that strong welfare states stifled economic growth, but rather 
were assets to and essential for balanced economic growth. Moreover, any European model we aspire to 
must ensure that drivers of policies are first and foremost social: this means putting ‘people’ first rather than 

                                                 
2 In work and poor: EAPN position paper on in-work poverty http://www.eapn.eu/images/stories/docs/EAPN-position-papers-and-reports/2013-

EAPN-in-work-poverty-position-paper-web.pdf 

http://www.eapn.eu/images/stories/docs/EAPN-position-papers-and-reports/2013-EAPN-in-work-poverty-position-paper-web.pdf
http://www.eapn.eu/images/stories/docs/EAPN-position-papers-and-reports/2013-EAPN-in-work-poverty-position-paper-web.pdf
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the economy and growth ‘at any cost’. People must not be seen as economic units and valued for their 
productivity value, but valued and included for their inherent human dignity.   

One suggestion made in the paper is that public investment should be made when “fiscal space allows”. 
Given the negative impact of decreasing public spending as outlined in the paper, public investment cannot 
be seen as optional, but must be presented in a way that markets understand its necessity for future growth. 
Whilst the paper highlights that spending on social protection was preserved in relative terms, we would 
stress that social protection alone will not be strong enough to buffer the social impact of the crisis; spending 
on social services and its work force will be essential to ensure the participation and social inclusion of all, 
and to ensure that more people do not fall below the poverty threshold. Social investment as a concept is 
hardly mentioned in the paper, therefore we would stress the need to be maintain and improve social 
investment in social protection as well as in social services.  

We also regret that there is no mention of the important role of social services and not-for-profit 
organisations. Social services are an essential element of a healthy and functioning society, ensuring 
people can fully participate in that society and therefore need supporting for the well-being of all. If not 
addressed through social rights, including access to quality social and health services, poverty and social 
exclusion will bear a human cost in terms of lost potential and well-being. This will in turn necessarily impact 
wider society. Furthermore, we are surprised that health care and the need to invest in health services are 
given little importance in the paper given that the paper does recognise that poverty and persistent 
unemployment undermine the ability of households to provide for adequate healthcare, resulting in inequality 
of opportunity. In addition, Eurodiaconia firmly believes that investment in social and health services can 
create quality, sustainable employment, ensure that the needs of the ageing population can be met, tackle 
poverty and exclusion and ensure supportive employment services.  

Whilst we welcome the recommendation to reform the tax/benefit system for fair burden sharing between 
the wealthy and the poor, we must approach with caution the goal of “improved efficiency”. Eurodiaconia 
would stress that an “efficient” tax/benefit system is one that enables the care and participation of all in 
society, including the most vulnerable, even those who will never access the labour market. For example, 
ensuring adequate income for all, including those people furthest from the labour market, can ensure that 
people remain active in society and can help them eventually reconnect with the world of work. The initial 
cost to the government is a small percentage of total social spending and yet represents a huge return on 
investment, while the costs of non-investment will impact on the individual and the long term costs for 
society.  

Eurodiaconia’s recommendations for Bruegel’s consideration and to the ECOFIN Council 

 Strengthen and commit to the Europe 2020 goal of inclusive growth and maintain this focus in all 
stages of the European Semester to support inclusive growth, in order to achieve the poverty target   

 Acknowledge the Social Market Economy as an overarching goal guiding policy decisions where 
the economy is at the service of people, rather than people being at the service of the economy   

 Promote a social investment approach to public spending, ensuring the sustainability of essential 
social protection systems and social and health services and ensure it is mainstreamed into the AGS 
analysis, next year's CSRs as well as in analysis in the MIP  

 Invest in quality social services, in particular preventive services to reduce in many cases long-
term care and therefore reduce later expenditure 

 Adopt a long-term vision of the social sector and the well-being of people through investing in 
accessible social services and an effective social protection system  

 Place job quality at the centre of Europe 2020 employment targets and propose concrete measures 
to tackle in-work poverty  
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 Minimum income schemes should be implemented which protect quality of life and maintain 
consumer confidence 

 Reorganise the financial architecture including a fairer and more equitable taxation system, while 
also considering a financial transaction tax to support social protection systems and other priorities  

 Labour market reforms should be carried out from an Active Inclusion approach 

 Ensure the democratic principle of civil dialogue through meaningful and structured involvement of 
civil society organisations in the European Semester process, as well as in the discussions and 
processes developed related to the Social dimension of the EMU 

 Carry out ex-ante social impact assessments of policy recommendations made in the CSRs and 
through the MIP as well as ex-post monitoring of social trends.  

Indicators and reporting:  

 Improve the regularity of the collection of social data to ensure accurate reporting and a higher 
profile for social indicators  

 Analyse and address social developments that are not currently monitored by existing tools, such as 
homelessness  

 Include a quality of work indicator in the scoreboard, such as in-work poverty  

 Include an indicator to show the persistence of poverty in the Macroeconomic Imbalances Procedure 

 Divergence of social indicators should trigger the need for a member state to develop a corrective 
action plan in addition to the in-depth study that would be carried out by the Commission  

Conclusion 
We are encouraged that Bruegel calls for policy makers to address unemployment and poverty as a priority 
not only for its own sake but because they undermine the short and long term growth potential of Europe’s 
economies, with negative implications for public debt sustainability. Arguments that can convince finance 
ministers as well as social affairs ministers of the need to reduce poverty and inequality in Europe are more 
than welcome. Furthermore, we hope that these findings would be made known to the wider general public, 
in order to be better informed about the political choices that will impact them. Inequality between and within 
the member states undermines the credibility of the EU, therefore, creating more equal societies will be the 
cornerstone of ensuring a social Europe for the future and regaining the trust of Europe’s citizens.  
 
 
 

 
 


