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Social Security and Civil Servants Pension Agency in public accounts 

It is virtually impossible not to analyse Social Security and Civil Servants Pension Agency 
expenditure when studying public finance. Together these public social welfare systems 
manage the second largest source of general government revenue and account for around 
40% of public spending.  

The change in these systems’ budget position shows the impact of various structural and 
short-term factors that deserve analysing. The two systems are highly sensitive to changes in 
employment and wages which, in the case of Social Security, basically mirrors changes in 
economic activity and, in the case of the Civil Servants Pension Agency, reflects the effects of 
the wage policy implemented and the measures that impact on social transfers.  

In recent years, in addition to the maturing of the Social Security System, which has led 
to a steady increase in spending on pensions, the unfavourable development in the economy 
has impacted the system through of a decline in the wage bill and the rise in unemployment. 
The fall in employment in recent years led to a significant decrease in the system’s main 
source of revenue – contributions – and the corresponding increase in spending on 
unemployment benefit, resulting in a significant deterioration in the system’s balance since 
2008. 

The financial imbalance of the Civil Servants Pension Agency, papered over for many 
years by resorting to State Budget transfers, is of a rather different nature and its origins are 
basically structural. For decades that imbalance reflected the employers’ particular effort to 
finance the scheme, since they contributed in line with rates well below the actuarial cost of 
the protection guaranteed by the scheme. That imbalance has grown worse in recent years 
as the system was closed to new subscribers. 

Budget outturn in 2013

In 2013 the Social Security System had a positive budget balance, benefitting from an 
extraordinary State Budget transfer. That transfer was designed to cover Welfare System 
expenditure without which the system would record a deficit for the second consecutive year. 
Effective revenue grew by 4.9%, reflecting the increase in the extraordinary transfer and the 
impact of the Extraordinary Contributions Debt Settlement Scheme introduced at the end of 
the year. If we exclude these, revenue from contributions would have fallen by 0.4%, partially 
in line with the change in employment over the year (-2.6%). Effective spending grew by 4.8%, 
as a result of the change in spending on pensions (+3.8 p.p.), since the decline in other social 
transfers made it possible to offset the increase recorded in the social action account. The 
favourable performance of unemployment benefit expenditure outturn was insufficient to 
make up for the restoring of holiday subsidies to pensioners which was a result of the 
measure being declared unconstitutional in April 2013. 
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Despite effective Civil Servants Pension Agency’s revenue growing by 7.3%, its budget 
balance declined by 614 M€, reflecting growth in effective spending greater than in revenue. 
The improvement in revenue stemmed from the combined effect of various measures, in 
particular the increase in the contribution rate applying to public employers and the 
broadening of the pensions’ band subject to the Extraordinary Solidarity Contribution, and 
also benefitted from the restoring of civil servants’ holiday and Christmas bonuses. The 15.5% 
rise in expenditure was mainly the result of holiday and Christmas bonuses being fully 
restored to pensioners, whereas in 2012 the majority of pensioners covered by the scheme 
had seen those bonuses suspended.  

Budget developments in 2014

In the first half of 2014 Social Security and Civil Servants Pension Agency budget outturn 
performed unfavourably in year-on-year terms, and the budget balance was greater than 
forecast in the first corrective budget. Nevertheless, when the various measures designed to 
reduce the growth in these systems’ spending were declared unconstitutional expenditure 
was revised upwards, which in the case of the Civil Servants Pension Agency called for an 
increase in the State Budget transfer to fund the system.  

The effective revenue of the Social Security System, net of European Social Fund 
transfers, saw year-on-year growth of 1.1%, benefitting from a more favourable change in 
the economy which reversed the downward trend in the number of contributors that had 
been recorded since 2010. It should be noted that over the same period effective spending, 
excluding costs borne by the European Social Fund, declined by 1.2%. The drop in 
unemployment recorded since the 3rd quarter of 2013 had an effect on the decrease in the 
cost of unemployment benefit, making it possible to offset, in year-on-year terms, the 
increase in spending on pensions (+1.1%). The rise in the normal age of entitlement to an old 
age pension to 66 years of age in 2014 will have influenced the behaviour of spending on 
pensions, and explains the more moderate growth compared to previous years. 

Up to June the increase recorded in the effective revenue of the Civil Servants Pension 
Agency exceeded the rise in spending, and contributed to an improvement in the budget 
surplus, when compared to the same period the previous year. The rise in the employer’s 
contribution rate from 20% to 23.75% and the reshaping the Extraordinary Solidarity 
Contribution explain the improvement in revenue which, at the end of the first half of the 
year, saw a year-on-year increase of 3.7%. Expenditure grew less than forecast in the first 
amendment to the State Budget and slowed significantly compared to the same period the 
previous year, showing the impact of the measures set out in the original budget and in the 
first amendment to the 2014 State Budget. The decision to declare the measure relating to 
widows pensions unconstitutional will partially offset the improvement in expenditure, calling 
for an upward revision in 2014 expenditure.
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