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The event started with welcoming remarks from Lieve Fransen, EPC Senior Adviser on health, social 

and development policies. She stressed the progress that has been made in recent years on social 

investment, which is not always visible for people not directly involved in the process and in the 

policy design. She also highlighted the importance of using the means at the participants’ disposal in 

order to deepen the debate. Lastly, she pointed out that the Commission, eminent professors, trade 

unions and other relevant stakeholders cannot single-handedly deliver progress - a common effort is 

needed in order to achieve results.   

 

She then invited Klaus Heeger, the Secretary-General of the European Confederation of Independent 

Trade Unions (CESI, standing for Confédération Européenne des Syndicats Indépendants), to 

introduce the topic from the trade unions’ perspective. The Confederation, representing mainly 

public sector employees, is pleased to note that public spending in general is not the taboo that it 

had been throughout the crisis. CESI’s standpoint is that social investment spending, even if 

supported by the EU budget and European funds, should especially happen at national level, should 

be deductible from the deficit rules of the Stability and Growth Pact and have its very special 

consideration within the EU´s economic governance tools. 

 

Claire Dhéret, Senior Policy Analyst at EPC, welcomed the participants and thanked them for taking 

part, highlighting that this event is the first one in a series of three expert workshops on social 

investment. She noted that measurement of the efficiency and effectiveness of social investment 

policies is pivotal in order to discuss at a later stage what can be done at the EU level, how we can 

push the social investment agenda further and how we can implement it in the various national 

frameworks. Nevertheless, assessing its impact is a very demanding task, since: 

 Social investment - as a multi-dimensional concept - affects several different areas. 

 Some of its objectives are - to a certain extent - conflicting with each other. 

 It requires measuring specific outcomes, looking at specific inputs and outputs. 
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 Policy evaluators have to decide on which proxy to use – should it be the performance of 

social protection systems?  

 From an epistemological standpoint, correlation can be assessed, but it is impossible to 

assess causality.  

Before closing her intervention, Dhéret mentioned the relevance of the recent paper produced by 

the Social Protection Committee, “Social protection systems in the EU: financing arrangements and 

the effectiveness and efficiency of resource allocation”, which takes a holistic approach to the 

evaluation of social protection policies, highlighting the trade-offs that may arise between different 

policy objectives. 

 

Anton Hemerijck, Professor of Institutional Policy Analyses, presented the state of play for social 

investment usage. He claimed that a new and modern social protection is not only feasible thanks to 

modern technology, but also needed given the inequalities that capitalism naturally creates. He 

defined - in line with the Lisbon Treaty Commitments - social investment policies as polices which 

should enable people to respond to new risks and emerging hazards of modern societies, rather than 

repair the damages of economic downturns or personal crises. He called it raising the “stocks” of 

human capital, a process that is made through “flows” that aim at creating “buffers”. Hemerijck also 

argued that the trade-off between equity and efficiency - as theorised by economists - is biased since 

they consider all the countries performing well in both dimensions (e.g. Sweden, Austria and the 

Netherlands) to be an exception, while they are probably proof of the trade-off’s groundlessness. 

Moreover, these countries’ social policies put a lot of emphasis on facilitating rather than 

compensating social spending, which has a much higher positive long term effect in terms of 

employment.  

He argued that a well devised “from the cradle to the grave” state-led social investment has a “crowd 

in” effect, as opposed to the crowding out effect of private economic initiatives. It also triggers a 

multiplier effect over individuals’ life-course through the interactions of several policies, such as: 

education, active labour market policies (ALMPs) and policies devised to reduce inequalities. The 

multiplier of the diverse social investment measures results in there being more money at the end of 

the process than what was initially forecasted. This bold assumption implies that a holistic social 

investment policy is both growth-friendly and has a stronger employment effect.  

Hemerijck also cited several problems and misunderstandings that commonly arise while talking 

about social investment, namely: 

 Lack of a multidimensional view: people tend to investigate isolated effects, while it is the 

aggregated effect that matters. Moreover, for the majority of social investment impact 

assessments, it is impossible to disentangle the effects of several different and 

complementary policies. 

 Focusing on the small picture (e.g. a willingness to stimulate birth rate could lead to highly 

paid and long-lasting maternity benefits that could be harmful towards women’s career 

opportunities, through an indirect “low /obsolescent” skill trap). 

 Tendency to infer causality where there is only correlation. 

 In some cases, the problem is the structure of the social investment rather than the lack of 

money (e.g. Italian schools have three months-in-a-row summer holidays, which, according 

to neuroscientists, has a detrimental effect on the learning process). 



This event is held under the auspices of the EPC’s Europe’s Political Economy programme and with the support 

of CESI 

 

Enrico Giovannini, Professor of Economic Statistics, stepped in via conference call. He began by 

stressing that the EU is overlooking some topics that are guaranteed by Article 3 of the “Treaty on 

European Union and the Treaty on the Functioning of the European Union” that states “The Union's 

aim is to promote peace, its values and the well-being of its peoples”. This lack of regard is partly due 

to the tendency of policy makers to only care about economic indicators, despite several 

sophisticated and reliable well-being indicators having recently been developed. Using these 

indicators would make it possible to take into account several other factors and thus achieve a more 

comprehensive perspective. The current approach may well prove to be short-sighted and 

dangerous.  

Due to risks of “secular stagnation”, demographic ageing, climate change and migration, the future is 

probably much riskier than the past, and those risks will affect growth. Therefore, increasing 

attention is rightly being given to two relatively new concepts: vulnerability and resilience.  The 

former Italian Minister of Labour and Social Policy closed his contribution by proposing four 

resolutions for the near future: 

 More types of capital have to be acknowledged in the political debate, and therefore they 

have to be measured. Several experts have tried to monetise these forms of capital, in order 

to make them more comparable with the standard one. Although not optimal, monetisation 

could be a good way to draw attention to the need to restore lost human capital due to the 

economic crisis. People take for granted that, in the case of natural disasters such as 

earthquakes, the public sector has to intervene and support those who have lost their houses 

or factories, so that they are able to fix them. Strangely enough, the same does not occur 

with human and social capital, as people do not tend to see them in the same way they 

consider physical capital. 

 Having more reliable data in the social sphere, and having them quicker. The provision and 

publication of social data tend to lag behind their economic counterpart. 

 The recent obsession with the concepts of efficiency and effectiveness provokes vague 

maximisation experiments, in a very broad sense. Unfortunately, if not 

updated/contextualized within specific contexts, these concepts are not robust; hence, they 

could lead to counterproductive outcomes. 

 Social investment has to be considered as an insurance against future risks, since risks are 

rising in our societies, and in a world becoming more complex every day, learning or taking 

inspiration from the past – as former generations have done - could be pointless.  

Participants then discussed the first round of contributions. There was consensus on the necessity to 

put aside the concept of cost-efficiency, while embracing the notion of social investment as an 

insurance or a buffer protecting from future risks. Several participants advocated for a paradigm 

shift, stressing the importance of the concepts of vulnerability and resilience. A campaign of 

advertisement highlighting the positive results brought by well-devised social investment policies is 

also needed. People who are vocal on social investment are not ideologically biased, as sceptics often 

argue; and even the scepticism concerning the measurement of social policies outcome is a de facto 

double standard, since critics overlook similar (and similarly questionable) assumptions that 

economists regularly make in order to gauge quantities (like with the GDP indicator), that we tend to 

consider as exact while they are obviously not. 

Nevertheless, the notion of social investment is sometimes blurred and can be confusing. Critics 

argue that social investment does not lead to the same returns that infrastructure or financial 

investment does, hampering the willingness to undertake them from the very beginning. 
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Finally, from an empirical point of view, an increased focus on social investment is hard to sell to 

politicians, who need to see returns within the electoral cycle. Strategically speaking, investing in 

them can backfire both in the short-term (since the trade-off implies an “underinvestment” in 

policies which give immediate political gain), and in the long-term (your political rivals could even 

benefit from the long-term investment you made beforehand).  

After the discussion, several experts presented the findings of their research, starting with a 

contribution on the “Investment of education of Roma people” by Gabor Kezdi. He analysed the 

benefit to the national budget given by the marginal effect of the secondary level of education and 

vocational education and training (VET) for Roma people. The purpose of the analysis was to have an 

estimate for the narrow benefits that the government could incur if it successfully invested in early 

childhood education among the Roma people, and, as a result, helped an additional Roma child to 

complete secondary school. The analysis took into account estimations of personal income tax paid 

after earned income; social security contributions after income; receipts of unemployment insurance 

and means-tested welfare benefits; participation in public employment projects; value added and 

excise tax paid after consumption; and incarceration costs if sentenced to prison. The results - based 

on data from mid-2000 - are stunning, with estimated marginal benefits of: 

 €70,000 per person for secondary education. 

 €55,000 per person for VET. 

It is important to notice that this study did not focus on the overall benefits to Roma people (like 

higher income, better employment prospects, and better integration in the society), and the indirect 

benefits (such as the reduction of illegal activities undertaken by people segregated and excluded by 

society, increased productivity, higher demand for goods and services and so on). 

 

Frank Vandenbroucke, University Professor at the University of Amsterdam (UvA), then presented 

his findings on “Investment in early childhood”. He started by saying that the notion of ‘efficiency’, as 

applied to a social investment strategy is complex and even slippery; economic theory proposes a 

clear concept of efficiency, Pareto-efficiency, which is however extremely difficult to apply to welfare 

and social policies. A second best option is comparative productivity (i.e. “compare ‘output per unit 

of input’ for a range of welfare states; also compare distances from a benchmark obtained by 

controlling ‘output’ for various ‘inputs’ and ‘circumstances’, considering that ‘output’ means final 

outcomes). According to his studies, there is a pronounced diverging performance of member states 

with regard to investment in early childhood. His takeaways are: 

 policy advice should focus on problems of transition (e.g.: in southern Europe, the pension-

bias in spending creates a huge inefficiency w.r.t. the objective to prevent child poverty; 

nevertheless, severe and rapid cuts in pensions will simply lead to an increase in child 

poverty in the short term, since a large number of families rely on their grandparents’ 

pensions in those states). 

 Social investment and social protection have to be seen as complementary strategies. 

 Given the great and still growing divergence among member states, there is no “one-size-fits-

all” policy. 

 Excessive social imbalances, exactly like the economic ones, must be included in the 

European Semester and in the European Commission’s analyses, in order to balance social 

and economic concerns and to provide evidence-based policy recommendations on these 
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issues too. This could also give a political hook to the national stakeholders advocating for 

reforms in the social area. 

 From a macro perspective, by having different levels of social investment countries are 

creating the basis for further divergence.  

 

 

In his speech on “Investment in social innovation”, Filippo Addarii, Director of International Strategy 

and Head of EuropeLab at the Young Foundation, pointed out how involving economists in the 

debate around social investment’s financial and social returns is not sufficient. Practitioners lead this 

agenda. He shared his views with the other participants on the private investment aspect of social 

investment, which was developed while trying to assess the societal impact of the Juncker 

Investment package, mainly in a comparison between Italy and the United Kingdom. The private 

investment aspect of social investment is successful if there is a systemic approach, and private and 

public partners work together to achieve shared socio-economic outcomes while reducing their 

future liabilities. Further research is needed to understand which kind of governance, risks 

management and financial model deliver better results for these complex partnerships. Moreover, 

the European Institutions have to push the agenda on social investment and devise a coherent 

framework to assess investments' societal impact. 

 

The program leader for inclusive growth at the World Bank, Christian Bodewig, shared World Bank 

work on the instrument of spending reviews in the social sector, based on a collaboration on a 

spending review with the Polish government focused on low income families. The main objective of 

the spending review was to assess the relevance, effectiveness and efficiency of programs and 

processes, and to verify if there was consistencies between them. The spending review was not a 

one-off exercise, but a start to process which is still ongoing. As background, the country now spends 

around 2% of its GDP on social assistance benefits and supplements in two main pillars, Family 

Benefit and Temporary and Permanent Benefits, with different types of thresholds and 

methodologies. Social assistance includes both benefits aiming at poverty reduction and at building 

human capital. Overall, targeting performance is good, but coverage is low and benefit adequacy is 

weak. His takeaways are that a simplification of program design and administration would probably 

lead to a greater impact (e.g. higher coverage and lower non-take up), including by freeing up 

resources and social workers for more client-facing activities and services.  

 

Conny Reuter, Solidar’s Secretary General, presented the Social Progress Watch Initiative. The Social 

Progress Watch Initiative, as part of the E@Si programme is an example how to accompany the 

European Semester process aiming to find the right policy mix. Solidar established national strategy 

groups in 15 countries composed of experts of social services, volunteering, trade unionists, and 

other stakeholders. The main aims were: increase shared knowledge about social realities, improve 

Solidar network’s capacity to monitor and assess progress made at national level in implementing EU 

policies addressing the headline targets of the Europe 2020 Strategy, and evaluate the adequacy and 

social impact of the country specific recommendations in the framework of the European Semester. 

The monitoring tool is based on six benchmarks, namely: fighting unemployment, promoting access 

to lifelong learning, strengthening active citizenship and volunteering, improving access to health 

care and quality social services, promoting the social economy, fighting discrimination and promoting 

fundamental rights. Two years after the launch of the tool for monitoring social progress at national 
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level, the Solidar Social Progress Watch shows consistently the drastic impact of one-sided policy 

reforms focused on the only budget discipline and fiscal consolidation at national and regional level. 

Not only Greece, Portugal and other Troika-ridden countries have reached the limit of what is left of 

their social welfare states. But also economically prospering countries report declining situations for 

workers, unemployed, youth and other groups. The SPWI gives a voice to civil society organisations 

working across the European Union, allowing them to speak up together against Europe’s growing 

inequalities and to place upward social convergence back at the heart of EU and national policies. 

Mr. Reuter closed his intervention insisting on the need for social investment and mentioning three 

set of social safeguards that Solidar holds as indispensable: adequate minimum income schemes in 

the form of a framework directive on minimum income, an adequate minimum wage above the level 

of minimum income with 60% of national median wage as a minimum threshold, and a guarantee for 

non-discriminatory universal access to quality and affordable social, health, inclusive education and 

training and lifelong learning services.  

 

The second round of discussion, in which Fabian Zuleeg, EPC Chief Executive, Laszlo Andor, EPC 

Senior Adviser and Frank Vandenbroucke took part, highlighted a series of common issues that can 

be listed in different categories.  

Starting with the methodological: 

 There are problems with a lack of data in the field of social policies, but they cannot be used 

as an excuse.  

 Different research methodologies can be complementary, and therefore more - and more 

diverse - research is needed. 

 Vulnerability and resilience are pivotal concepts for the future. 

 The need for going beyond GDP becomes stronger every day and we need to start making 

use of several new tools and indicators. 

 

Then there are political problems: 

 EU leaders overlooked the objective of social convergence, even if it was in the treaty. We 

must stress again that in order to reach this ambitious objective, a higher level of proactivity 

is needed. 

 Politicians tend to advocate for investment physical infrastructure, even if their return is also 

up to judgement. We should put on the agenda that, if well implemented, social policy 

investment is as profitable as the one in physical infrastructure. 

 

In addition, some issues deal with the relationship between states and EU architecture: 

 A balance (or several balances for different member states) between the universalism of 

welfare state provisions and selectivism has to be found. 

 The EU could do somewhat more in the Semester through CSRs event if dramatic changes 

will be difficult (especially within the new and lighter Semester process); there is 

nevertheless great room for improvement in the structural funds, and especially through the 

ESF. 

 Even if the deduction of social investment expenditures from deficit rules is unlikely, these 

should not function as a ‘straight jacket’ for investing in human capital. 
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Finally, two critiques were raised and need to be considered carefully by proponents of social 

investment: 

 If social investment is so profitable, why is the private sector not providing it? Is it only 

because it is a process with long-term return on investment?  

 Member States are very diverse, and it may be that social investment models are not 

transferable.  
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