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2 Council conclusions of 12 May 2009 on a strategic framework for European cooperation in education and
training (ET 2020). Retrieved from: https://eur-lex.europa.eu/legal-
content/EN/ALL/?uri=celex%3A52009XG0528%2801%29
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Figure 7).
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As indicated above, Austria features a comparably high level of social security. Ongoing
challenges relate to the provision of pensions between social security and financial
sustainability as well as in the financing and provision of long-term care and minimum
income benefit.

 

With its completion from 2017 on the tax reform 2015/16 reduces tax revenues in the amount
of 1.4% of GDP. The focus is a reduction of income tax rates incl. an extension of negative
tax for low-wage earners and an introduction of a negative tax for pensioners. Furthermore,
the general tax credit for employees and the child tax allowance as well as the support of
commuters with low incomes were increased. For taxable incomes up to EUR 4,000 per year
the absolute tax reduction amounts to EUR 290 per year due to the increase of negative tax.
Because of the income-related gradual reduction of the negative tax the absolute tax
reduction decreases to EUR 170 for a taxable income of EUR 12,000 ab. Above this limit it
increases up to EUR 2,410 for a taxable income of EUR 90,000 (WIFO, 2015).

 

During the last decades an increasing challenge in Austria was represented by the inflow into
the disability pension system. This is mainly a problem related to persons in their 40s and
50s with an increasing share of persons with mental disorders. To combat this development,
in 2014 temporary pensions were abolished for persons born after 1963 and the principle of
rehabilitation before pension was enforced. In case the medical assessment shows that
incapacity for work will last temporarily for at least six months and rehabilitation measures
are appropriate, a rehabilitation benefit by the sickness fund or a retraining benefit by the
PES is granted instead of a temporary pension. All rehabilitation measures should improve
the health status and should secure the reintegration into the labour market (BMASGK, 2018).






  

In fact, the disability reform introduced a major barrier to the (re)granting of disability
pensions. The reduced inflow is based both on less applications (possibly also due to a
deterrence effect) and an increased refusal rate of applications.

However, several data suggest that so far, the majority of persons concerned by the reform
receive rehabilitation benefits instead of disability pension, but do not work (Fuchs, 2016).
The Austrian Court of Audit calculated that originally the measure was supposed to reduce
public expenditure by a cumulative EUR 649 million in 2014 to 2018. However, in fact the
somewhat higher rehabilitation benefits and the additional support will cause additional
expenditure of EUR 100 till 200 million without counter-steering (Rechnungshof, 2017).

In addition, access to early retirement was further hampered by increasing the minimum age,
the required qualifying period and the deductions within corresponding pension schemes since
2014. However, the difficult situation for elderly on the labour market and the attitudes of
employers towards their employment still seems to slow down the increase of the effective
retirement age (BMASK, 2017d). Under consideration of recipients of the new rehabilitation
allowances the average age of new pension recipients in the pension insurance (without civil
servants) increased by 0.7 years for men and 1.0 years for women in the period 2013-2017
(Hauptverband, 2018; see Table 3).

 

  

  

  

  

  

  



The legal pension age of women will be increased stepwise from 60 to 65 years in the period
2024 till 2033. Political discussions on an earlier increase did not change the original time
plan. The discussions were connected with expectations that an earlier increase could lead to
an improvement in terms of equal opportunities and equal incomes for women on the labour
market as well as budget savings for the pension insurance. A related simulation study
concluded that these expectations could only be fulfilled in case a later retirement can be
connected with an extension of working life and an increase in total employment. This would
have been a challenge as the period 2019 till 2029 is characterised by an increase of labour
supply due to demographic reasons (Mayrhuber et al., 2016).

 

Till the end of 2017 users of residential care whose total income (pension, care benefit, other
incomes) was insufficient to cover the costs of residential care had to contribute to these costs
by spending down their assets before becoming eligible for social assistance.

Since January 2018, this asset contribution (Pflegeregress) was abolished nationwide,
increasing the scope for higher use of social assistance provided by the Federal States and





 

potentially higher demand for residential care. As compensation for the abolishment of the
regress EUR 100 million were budgeted for the Federal States.

However, calculations by the Association of Towns and Municipalities assume a funding gap
of EUR 530 till 650 million due to potentially increased demand for residential care (Brait et
al., 2018).

In addition to this potential funding gap political voices were raised for an increased public
support for outpatient care in order to treat residential and outpatient care equally, to
implement the political principle “ambulant before stationary”, to ease the pressure on the
residential sector and because outpatient care is simply cheaper. For example, Vorarlberg
intends to pass a package for outpatient care still in 2018 which will be financed by the Federal
State itself (Standard, 2018a).

Apart from these current political developments there is a long-standing discussion how to
handle expected increases in public expenditure related to long-term care given demographic
developments, the decline in informal care and increases of labour costs in the care sector.
In view of the expected cost increases and the political principle „ambulant before stationary“
in the Austrian long-term care policy a timely and significant extension of mobile services and
alternative support settings (assisted living, shared apartments, semi-residential services,
stationary short-time care) as well as of 24-hours-assistance at home is urgent in order to
soften and/or postpone the increasing demand for expensive stationary services. Anyway, a
later extension of residential care seems to be indispensable in the light of demographic
development and the limited replaceability between mobile and stationary services. In
addition, both the financial and social insurance-related compensation for informal care within
the family could postpone the entry into the stationary sector.

In sum, the current funding system could be reviewed in order that the need for care does
no longer represent an individual risk for persons in need of care and their relatives. A turn
away from the principle of social assistance towards the funding of long-term care services
out of general taxes could adapt funding more to the effective financing capacity of different
population groups. However, in view of non-wage labour costs a further increase of labour-
related taxes should be avoided (Famira-Mühlberger et al., 2018).
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