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1. Introduction 
The Scenario Development Workshop represents a key step within the broader architecture of the SWINS 

project, supporting the development of a coherent analytical framework for the ex-ante assessment of 

investment in social policies and services. More specifically, the workshop contributed to establishing a shared 

conceptual and methodological basis for constructing policy-relevant scenarios, which will be put into practice 

in the project's empirical work. 

The overall objective of SWINS is to elaborate an effective framework for measuring the economic, social and 

environmental returns generated by investments in social policies and services. In doing so, the project 

addresses a number of interconnected methodological and analytical challenges. On the one hand, social 

investments may produce heterogeneous forms of returns, ranging from income and employment outcomes 

to broader dimensions such as sustainability, inequality reduction and wellbeing. On the other hand, these 

effects emerge through complex interactions between macro-level institutional changes and micro-level 

behavioural responses (Ciani & Fattacciu, 2025).  

The analytical perspective adopted in SWINS is grounded in the Social Investment approach (Hemerijck, 

Ronchi, & Plavgo, 2022). According to this approach, providing social policies and services can generate 

changes in individuals’ opportunity structures and behaviours. The aggregate effects of these changes may 

improve social and economic outcomes and the long-term sustainability and effectiveness of welfare systems. 

This requires the development of an integrated analytical architecture that can link macro-level transformations 

and micro-level outcomes, as well as the feedback mechanisms between these two dimensions (Ciani & 

Fattacciu, 2025). 

Within this framework, the Scenario Development Workshop pursued three main objectives. First, it aimed to 

identify a set of coherent and policy-relevant scenarios concerning investment in social policies and services. 

Second, it sought to provide an operational basis for the microsimulation exercises carried out in WP6. Third, 

it will inform the development of the Macro Agent-Based Model in WP7. 

The Scenario Development Workshop took place in Antwerp on 7 and 8 May. Twenty participants spent two 

days taking part in various discussions about developing scenarios for various services. First, the contextual 

and structural variables that define the broader socio-economic environment in which policies operate were 

discussed. These variables can significantly affect the outcomes of policy interventions. The focus then shifted 

to four key social services: labour market policies, early childhood education and care, education and 

healthcare. For each of these services, policy variables directly related to the design and configuration of policy 

instruments were considered. These include parameters such as the level and generosity of benefits, 

coverage, eligibility criteria and different forms of conditionality, as well as the policy levers specifically 

identified in the task descriptions. 

In order to guide the discussion and support the identification of plausible and analytically tractable scenarios, 

the workshop revolved around a set of key questions aimed at clarifying which dimensions should be prioritised 

in scenario construction, how they can be operationalised within the project’s modelling framework and how 

the different analytical components of the project can be effectively integrated.  

The participants of the workshop were mainly consortium partners of the SWINS project: researchers from PIN 

Foundation, University of Belgrade, TARKI Social Research Institute, Università Cattolica del Sacro Cuore, 

Social Platform, ZOE Institute, Universitat Autònoma de Barcelona, Oslo Metropolitan University and 

University of Antwerp. Furthermore, some relevant stakeholders also participated in the Scenario Development 

Workshop: participants from Social Services Europe, the European Social Observatory and the Joint Research 

Centre Seville were present. 
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2. Policy scenarios from a 
theoretical perspective 
 

2.1 Definition of policy scenarios 
Scenarios can be defined as coherent and internally consistent representations of possible future states of a 

system. They are constructed through the systematic combination of assumptions regarding key drivers, policy 

interventions and contextual conditions. Scenarios are intended to support analytical reasoning and collective 

reflection on how different configurations of structural conditions and policy choices may shape future 

outcomes (Schwartz, 1997; Van der Heijden, 2005). 

From this perspective, scenarios differ from forecasts in at least three ways. First, they focus primarily on 

causal mechanisms rather than on probabilistic estimations. Second, they explicitly address medium- and 

long-term structural transformations, particularly those linked to macro-level developments that are difficult to 

influence in the short run. Third, the value of scenarios lies less in their capacity to “be right” than in their 

usefulness for exploring alternative pathways, discussing trade-offs and stress-testing policy assumptions. In 

this sense, scenarios can be understood as “wind-tunnelling” exercises, allowing researchers and policy-

makers to assess how different policy configurations may perform under alternative future conditions (OECD, 

2020a; Schwartz, 1997; Van der Heijden, 2005). 

 

2.2 Dimensions of policy scenarios 
During the workshop, the socio-technical system approach developed by Geels (2002, 2004, 2005) was used 

to establish a shared conceptual language that can link long-term structural trends, institutional configurations 

and the processes of policy and social change. More specifically, a socio-technical system can be understood 

as a configuration of technologies, institutions, actors, practices and infrastructures that jointly fulfil a societal 

function. The functioning and reproduction of such systems are structured by a socio-technical regime. This is 

defined as the set of rules, formal and informal institutions, practices and shared values and understandings 

that shape and stabilise the system over time. At the same time, regimes are embedded within a broader 

socio-technical landscape, i.e. the wider exogenous environment characterised by long-term structural trends 

and macro-level developments that are “beyond the direct influence of niche and regime actors” (Geels & 

Schot, 2007, p. 400). The fact that the landscape evolves along long-term trajectories does not imply that 

landscape change is always linear, i.e. constant in terms of speed and magnitude, nor fully predictable. Some 

structural dynamics are characterised by strong inertia. Demographic change is a clear example of this: unless 

major shocks occur (e.g. wars, pandemics or large-scale migration crises), demographic trends tend to be 

relatively predictable in the medium term and difficult to reverse in the short term. Other forms of landscape 

change, however, may follow much more nonlinear trajectories. In this sense, relatively slow-moving structural 

transformations can suddenly generate windows of instability and rapid systemic change. 

Processes of transformation emerge from the interaction between regimes and landscapes. On the one hand, 

changes in the landscape can generate pressures and frictions that affect the stability of existing regimes. On 

the other hand, innovative practices, policy approaches or organisational forms may develop within niches, 

understood as protected spaces of experimentation where alternative configurations can emerge and 

potentially challenge dominant institutional arrangements. 
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Building on this framework, the workshop developed scenarios as combinations of two main dimensions. The 

first dimension concerns alternative trajectories of the landscape, namely the evolution of macrotrends and 

structural conditions that shape the broader context within which welfare systems operate. The second 

dimension concerns alternative regime and policy configurations, namely the set of policy choices and 

institutional arrangements through which social investment strategies can be implemented. Scenarios 

therefore emerge from the interaction between context and choice, combining external structural 

developments with different policy responses and institutional adaptations. 

 

2.3 Developing operational policy scenarios  
The first step in scenario development is to identify the parameters and variables through which the key 

features of scenarios can be translated into model-based assumptions and simulations. This process involves 

moving from broad structural dynamics and policy configurations to measurable changes affecting behaviours, 

economic conditions and institutional arrangements. This is the main aspect we focused on during the 

workshop. 

Once the main landscape dynamics and policy dimensions have been identified, a second crucial step in 

scenario development is to define the specific values assigned to key variables and parameters. From the 

perspective adopted during the workshop, the objective of scenarios is not to provide precise predictions of 

future developments. Instead, scenarios should be evaluated primarily in terms of their analytical usefulness 

and their capacity to support reflection, comparison and stress-testing exercises. As the policy workshop aimed 

to develop policy-relevant scenarios, we briefly discussed EU-level initiatives and benchmarks in order to 

understand how our scenarios could be incorporated into the current European policy discourse or agenda. 

A third step involves the empirical operationalisation of the landscape and regime trajectories. Once alternative 

landscape trajectories and policy configurations have been identified, an important methodological question 

arises: through which variables, mechanisms and modelling layers do these scenarios actually “enter” the 

empirical models used in the project? 

One of the central objectives of SWINS is to translate alternative structural and policy configurations into 

model-relevant parameters that can affect behavioural dynamics, distributional outcomes and welfare 

trajectories. An important distinction is made between micro-level operationalisation, which is primarily linked 

to household- and individual-level dynamics, and macro-structural operationalisation, which is linked to 

broader economic, demographic and labour market dynamics. 

At the micro level, several scenario dimensions can potentially be integrated within microsimulation 

frameworks. These include changes in eligibility rules and benefit generosity, unemployment protection 

schemes, household composition dynamics and labour market participation assumptions.  

However, not all relevant dynamics can be directly operationalised within standard microsimulation 

environments. Several macro-level transformations may require additional modelling assumptions, external 

modules or complementary analytical frameworks to capture behavioural adaptation, sectoral reallocation or 

long-term structural adjustments. For this reason, the workshop also emphasised the importance of the macro 

level, particularly in relation to broader modelling structures, such as macro-economic or agent-based 

frameworks. At this level, scenarios can be incorporated via variables related to productivity growth, migration 

dynamics, demographic evolution and energy prices.  

It is important to note that the distinction between micro and macro operationalisation should not be interpreted 

as rigid. Many scenario variables affect both levels simultaneously and may generate feedback loops between 

household behaviour, labour market dynamics and institutional responses. Therefore, one of the main 

challenges for SWINS concerns constructing coherent links between different modelling layers, to ensure that 

scenario assumptions remain analytically consistent across the empirical components of the project. 
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3. The policy landscape 
 

3.1 Macrotrends and structural change 
A key issue in the development of scenarios concerns the identification of the broader structural dynamics that 

shape the evolution of socio-economic systems. In this respect, the workshop acknowledged that the analysis 

of long-term transformations and landscape trajectories is already the subject of extensive foresight and 

transition research. Consequently, rather than starting from scratch, scenario development should build upon 

existing analytical frameworks and established evidence. 

The approach of the European Environment Agency provides a useful basis for identifying and organising the 

main macro-level dynamics likely to affect welfare systems, social policies and investment strategies in the 

medium and long term (European Environment Agency, 2015). From this perspective, macrotrends are defined 

as long-term, large-scale developments capable of shaping the evolution of socio-economic systems over 

extended periods of time. Macrotrends are typically characterised by broad structural effects, relatively high 

inertia and limited reversibility in the short run, although their trajectories and impacts may still evolve in 

nonlinear and partially unpredictable ways. 

The workshop identified three types of macrotrends as particularly relevant for the future evolution of welfare 

systems and social investment strategies within the scope of the SWINS project: demographic transformation, 

digitalisation and green transition. 

3.2 Workshop discussion  
The aim of the macrotrends session was to develop an understanding of the contextual and structural trends 

that are most likely to influence the environment in which social investments will operate in the medium and 

long term. For each transition, we defined the macrotrend, identified the underlying dynamics, assessed the 

direction of change and estimated the magnitude by benchmarking it against international agendas and 

projections.  

 

3.2.1 Demographic transition  
We defined demographic structural change as the transformation of the age structure and composition of the 

European population. This has a direct effect on the ratio between workers and welfare dependants.  

We identified several underlying dynamics. Firstly, falling birth rates can lead to a shrinking future workforce 

and put pressure on contributory systems. Secondly, an ageing population can put growing pressure on 

pensions and care services, which can lead to higher public expenditure, as well as an increase in the average 

age of active workers. Thirdly, we discussed migration flows, which have the potential to offset labour 

shortages. Furthermore, participants highlighted changes in household composition as a relevant factor. More 

specifically, we discussed the growth of single-person households, the experiences of the so-called ‘sandwich 

generation’1, and the broader trend of diverse living arrangements.  

These changes could be introduced in scenario development by looking at the changes in fertility rates and 

replacement rates. Furthermore, a question was raised about whether the modelling framework should also 

 

1 A demographic group, usually middle aged, that simultaneously provides care for their own children and care-reliant 
ageing parents.  
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account for shocks, with COVID-19 cited as an example of a demographic shock in several European 

countries. 

Demographic dynamics are characterised by a high degree of empirical consolidation and extensive long-term 

evidence. In particular, official demographic projections produced by Eurostat provide relatively robust and 

methodologically transparent “what-if” scenarios for the future evolution of fertility, mortality and migration in 

Europe2. While demographic ageing appears as a largely structural and persistent trend across virtually all 

projection exercises, alternative demographic scenarios are significantly shaped by different assumptions 

concerning migration flows. Eurostat projections explicitly includes several migration sensitivity tests, including 

scenarios based on lower migration, higher migration and zero net migration assumptions.  

In this respect, migration emerges as one of the key factors influencing the future size and composition of the 

European population3, as well as the sustainability of labour markets and welfare systems. However, even 

under relatively high migration assumptions, the overall ageing trajectory of European societies remains 

broadly confirmed. From a scenario development perspective, this implies that demographic change could be 

treated simultaneously as a relatively stable landscape trajectory characterised by strong inertia and a field in 

which alternative migration assumptions may still produce significantly different social, economic and territorial 

outcomes. 

Interestingly, existing evidence suggests that demographic policies have only a limited capacity to alter long-

term structural demographic trends. While family and fertility policies may contribute to mitigating or slowing 

population decline and low fertility dynamics, they have generally proven insufficient to reverse these trends 

in a sustained way. Overall, the prospect that demographic policies alone could reverse population ageing in 

the European Union appears unlikely (Bergsvik, Fauske, & Hart, 2021; Gauthier, 2007). 

 

3.2.2 Digital transition  
The digital transition is another major source of structural transformation that is likely to reshape labour 

markets, welfare systems and social inequalities in the medium and long term. This transition refers to the 

progressive diffusion of digital technologies, automation systems, data infrastructures and artificial intelligence 

across economic, social and institutional domains (OECD, 2023b). 

During the workshop, we concluded that this transition should not be considered a uniform shock, but rather a 

selective transformation of the labour market that varies by occupation. Unlike demographic change, shrinkage 

is not necessarily the outcome here; reallocation is also a possibility. During the workshop, we discussed a 

potential approach to operationalising this: categorising individuals into one of four groups based on their level 

of exposure to AI and their use of digital skills (Magda & Krząkała, 2025). 

 

 

2 Population projections - Population and demography - Eurostat 
3 An ageing Europe: what the data tells us  

https://ec.europa.eu/eurostat/web/population-demography/population-projections?
https://data.europa.eu/sl/publications/datastories/ageing-europe-what-data-tells-us?
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Table 1: AI exposure × Digital skil l use  

 Low digital use High digital use 

Low AI exposure Low risk, low adaptability Least at risk 

High AI exposure Adaptability risk Task transformation 

 

The first group includes occupations with low AI exposure and low digital use. These jobs are considered to 

have a low risk of substitution. Examples mentioned include work in sectors such as cleaning and construction. 

The second group, characterised by high levels of knowledge, also faces low AI exposure. Due to the high 

demand for expertise and skills in these occupations, they are less exposed to AI technologies and are 

therefore the least at risk. Examples of this category include engineers and science professionals. The third 

group consists of occupations with high AI exposure and high digital use. Workers in this group have in-depth 

knowledge, so they are unlikely to be completely replaced by AI. However, we expect their tasks to change as 

AI and digital tools transform how work is performed. This group includes for example ICT professionals. The 

fourth group includes occupations with high AI exposure and low digital skills. These workers are particularly 

vulnerable to changes caused by the digital transition. Those employed in the cultural sector were mentioned 

as an example during the discussion. Another example is administrative and clerical workers.  

Building further on this operationalisation, we also discussed incorporating workers’ age as an additional 

dimension in the analysis, or at least exploring how it interacts with AI exposure. The underlying idea is that 

the implications of AI adoption may differ substantially depending on the age profile of workers within a given 

occupation, particularly with regard to adaptability, reskilling capacity and the greater difficulties older workers 

may face in occupational mobility and reallocation (Alcover et al., 2021; Bartel & Sicherman, 1993). Younger 

and highly skilled workers are generally better positioned to benefit from digital complementarities and 

emerging employment opportunities, whereas older workers, those in routine-intensive occupations, and 

regions with lower innovation capacity may face higher adjustment costs and greater transition risks (Acemoglu 

& Restrepo, 2019). Furthermore, we discussed that the effects of automation and AI adoption are unlikely to 

be evenly distributed across the labour force. Instead, exposure to both risks and opportunities is expected to 

vary significantly depending on a combination of factors, including occupational profile, age, educational 

attainment, sectoral specialisation and the specific tasks performed within occupations (Brynjolfsson, Li, & 

Raymond, 2025).  

One way to conceptualise structural changes due to technological advances is to consider how some 

occupations may contract or expand. One example we discussed is the Future of Jobs Report of the World 

Economic Forum (WEF, 2025), which estimates the percentage of job growth and loss by occupation due to 

technological change. It was also suggested to look at labour market forecasts by sector in order to estimate 

which occupations are expected to experience shortages or surpluses of workers. 

 

3.2.3 Green transition  
The green transition refers to the policy-driven process through which societies seek to steer the structural 

transformations required to address the growing misalignment between prevailing socio-economic 

development models and planetary boundaries, while ensuring that the social and economic consequences of 

such transformations are effectively managed. We therefore considered green structural change for example 

as energy crises and the reorientation of the economy towards low-emission models. In this respect, the green 

transition does not refer exclusively to specific policy agendas or environmental strategies, but more broadly 

to the systemic consequences generated by the ecological unsustainability of existing production and 

consumption patterns.  
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The green transition is likely to generate transformative effects across economic and social systems. These 

transformations may materialise through multiple channels. A particularly relevant dimension concerns their 

impact on prices, both in terms of overall inflationary pressures and changes in relative prices across goods, 

services and production inputs. During the workshop, we also discussed how the green transition could affect 

different sectors of the labour market differently. We again used sector categorisation to operationalise this 

change, identifying the contraction of 'brown' jobs, which may vary geographically, and the expansion of 'green' 

jobs in areas such as renewables, energy efficiency and the circular economy. Meanwhile, 'white' jobs, which 

have a relatively neutral environmental impact, will remain largely unchanged (Vandeplas et al., 2022). 

Furthermore, we discussed sectoral impacts of global warming on sectors such as agriculture and tourism. 

These asymmetric impacts will have significant consequences for countries, regions, firms and workers 

characterised by different sectoral specialisations and adaptive capacities.  

Several additional dynamics were mentioned in the discussion. For example, taking into account in which 

regions different types of jobs are focused. Furthermore, public transport systems may expand relative to more 

polluting industries, reflecting shifting economic priorities. However, more focus on public transport does not 

necessarily mean an increase in employment. Technological developments, and particularly AI, may lead to 

higher levels of automation within the sector. Finally, we discussed how global warming can directly impact 

working conditions and labour supply, for instance through effects on health or shifts in labour patterns, 

especially in sectors that are highly exposed to environmental conditions, such as the construction and 

agricultural sector.  

For estimating the magnitude of this structural change, several benchmarks were mentioned. For example, 

the Fit for 55 Package of the European Commission is a set of laws aimed at reducing greenhouse gas 

emissions in the EU by at least 55% by 2030 and putting the EU on track to achieve climate neutrality by 2050 

(European Commission, 2021). Furthermore, it was suggested that the scientific work of the European Centre 

for the Development of Vocational Training could be used to identify the occupations and sectors that will be 

most and least affected by the green transition (CEDEFOP, 2021). This information could then be used as a 

useful benchmark for implementing green structural change within the modelling framework. 
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4. Thematical sessions on 
policy scenarios 
 

4.1 Regimes and welfare configurations 
Socio-technical regimes can be understood as relatively stable configurations of institutions, policies, 

infrastructures, professional practices, organisational routines and social expectations that structure how 

specific societal functions are performed and reproduced over time. The workshop focused in particular on 

welfare-related regimes and on the ways in which different configurations of social policies and services may 

interact with broader landscape transformations. 

More specifically, SWINS in general concentrates on three broad policy domains: care-related policies and 

services, employment-related policies, social-health policies and services. The first domain covers policies and 

services related to care needs and care provision. This includes the wellbeing of care recipients, but also those 

who provide, organise and/or finance care activities. The second domain covers employment-related policies, 

including both active and passive labour market policies. On the one hand, this includes interventions aimed 

at supporting labour market integration and adaptation. On the other hand, it also includes income protection 

measures such as unemployment benefits. The third domain covers the intersection of health services and 

social services, with a particular focus on policies and services related to prevention, community-based 

healthcare, territorial health systems and integrated social-health interventions.  

During the workshop we focused on four key social services: labour market policies, early childhood education 

and childcare, education and healthcare. Rather than focusing exclusively on specific policy sectors or service 

typologies, a distinction between two ideal-types of welfare intervention were considered: policies and services 

primarily aimed at protecting social and economic outcomes and policies and services primarily aimed at 

fostering adaptation capacities.  

The first group includes interventions mainly oriented towards buffering the immediate consequences of 

structural changes, for example by providing income protection, subsidies or compensatory transfers. These 

policies aim to mitigate shocks and focus on the short term. The second group includes interventions designed 

to enable adjustment and strengthen the capacity of individuals and communities to adapt to changing 

structural conditions. Examples include training, care infrastructures, activation measures or enabling forms of 

social investment. These policies can facilitate behavioural change and have a medium- to long-term focus.  

It is important to note that these dimensions are not mutually exclusive. Several interventions - including 

preventive services and social investment measures - may simultaneously enhance adaptive capacity and 

provide forms of social protection, for instance by reducing the risk of income loss, unemployment, social 

exclusion or decreasing the probability of early deterioration of social-health outcomes. In fact, one of the 

central analytical questions is precisely how different configurations of protective and adaptive policies perform 

under alternative demographic, ecological and technological scenarios. 
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4.2 Labour market policies 
 
4.2.1 Contextualisation of labour market policies  
Labour market policies, which can be divided into passive and active labour market policies, can help address 

the profound labour market changes resulting from the above-mentioned  macrotrends. These can be divided 

into passive and active labour market policies. Passive labour market policies include mainly unemployment 

benefits, while active labour market policies (ALMP) include training, public employment services, direct job 

creation, employment subsidies, sanctions and counselling and guidance services.  

Firstly, ALMP can enhance the labour market prospects of the unemployed by increasing their productivity and 

employability (Vooren et al., 2019). The overarching aim of all types of ALMP is to increase employment levels. 

This is mainly achieved through human capital enhancement, better matching between job vacancies and 

unemployed workers and retaining a stronger connection between the unemployed and the labour market 

during extended periods of inactivity (Benda, Koster, & Van der Veen, 2020; Estevão, 2007).  

Secondly labour market support - such as unemployment benefits - provide financial assistance during periods 

of unemployment. This reduces the risk of poverty and enables the unemployed to improve their skills and the 

quality of their job search  (Benda, Koster, & Van der Veen, 2020). This is relevant as research shows that 

poverty negatively impacts the chances of (re-)employment (Caminada, Goudswaard, & Koster, 2012). 

However, financial support could also discourage the unemployed from seeking employment. It affects the 

level of job search intensity: compared to non-recipients, people who receive unemployment benefits have 

more limited contacts with employers and spend less time and money on job search activities (Pedersen & 

Smith, 2002). Furthermore, existing studies demonstrate that job search activities only increase during the last 

period of the unemployment benefit (Krueger & Mueller, 2010).  

In order to yield the benefits of passive and active labour market policies, some challenges raised during the 

policy workshop must be addressed, including the targeting and availability of these policies. For example, 

training programmes can be highly effective for individuals furthest from the labour market, such as the long-

term unemployed and the low-skilled. However, if access to these programmes is limited, the people who 

would benefit most may be excluded in favour of those who can be reintegrated more easily. Furthermore, the 

trade-off between the generosity of unemployment benefits in protecting against poverty and social exclusion, 

and financial sustainability must be considered. Finally, the conditionality of both active and passive labour 

market policies must also be accounted for. For instance, unemployment benefits often depend on actively 

seeking employment or participating in training programmes. While such conditions can encourage labour 

market participation, conditionality that is too strict may exclude vulnerable individuals who are unable to meet 

these requirements. 

 

4.2.2 Policy scenarios on the micro level 
Macrotrends are likely to affect different sectors differently. During the labour market session, we therefore 

discussed how labour market policies should be tailored to accommodate these differences. ALMP should 

enhance adaptability to these macrotrends, while unemployment benefits should provide protection during 

different transitions. Furthermore, we discussed which type of ALMP should be prioritised during scenario 

development. In this context, we focused on counselling and guidance, as well as training and upskilling. We 

also discussed the design of unemployment benefits. Together, this discussion led to the policy matrix in Table 

2. 
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Table 2: Scenario matrix on labour market policies at the micro level  

 
Active labour market 

policies 
Unemployment benefits 

People working in sectors 
that are less/not sensitive to 

macrotrends 

Focus on maintaining 
employability through general 

upskilling and standard 
counselling. Limited need for 

intensive reskilling. 

Short-term and standardised 
benefits, primarily ensuring 

temporary income support with 
conditionality. 

People working in sectors 
that are highly sensitive to 

macrotrends 

Enable sectoral transitions 
through intensive counselling, 

long-term training and reskilling. 
Increasing use of personalised 
support based on vulnerability 
(age, skills, sector exposure). 

Flexible and potentially longer 
benefits, adjusted to transition 

duration. Conditional on 
activation, but adapted to avoid 
exclusion of vulnerable groups. 

 

The micro-level matrix demonstrates how labour market policies operate at the level of individuals, depending 

on their degree of exposure to structural transformations, such as digitalisation, demographic change and the 

green transition. A central insight from the discussion is that labour market risks are highly unevenly distributed, 

requiring differentiated policy responses. 

For individuals working in sectors that are barely affected by macrotrends, labour market policies remain 

relatively unchanged. ALMP should focus on maintaining employability through general upskilling, while 

unemployment benefits should primarily act as short-term income support to facilitate smooth job transitions. 

In these cases, the need for structural intervention is limited. 

In contrast, individuals in sectors that are highly exposed to macro-level change are expected to experience 

significantly different labour market dynamics. Here, ALMP takes on a transformative role, aimed at facilitating 

transitions across sectors. The discussion emphasised that traditional short-term training programmes are 

often ineffective as they fail to create sustainable career pathways. Instead, participants highlighted the 

importance of intensive counselling and guidance to create coherent, long-term trajectories, which can 

sometimes require substantial time investments. 

Furthermore, did the discussion focus on the characteristics of people belonging to groups that are vulnerable 

to macrotrends. These characteristics include age, educational attainment, and sectoral exposure, for 

example. They determine both the likelihood of successful transitions and the level of support required. This 

implies that ALMP should increasingly adopt a personalised and targeted approach. We discussed how these 

determinants could be operationalised, which led to the idea of constructing an exposure or vulnerability index. 

For unemployment benefits, the main implication is the need for greater flexibility. The duration and generosity 

of benefits should depend on the nature of the transition process, rather than being fixed. Structural transitions 

may require longer support periods, while also maintaining a link with activation measures. However, strict 

conditionality can risk excluding vulnerable individuals who are least able to meet activation requirements, 

highlighting the need for balanced and adaptive policy design. 

Overall, the matrix illustrates the strong interdependence between ALMP and unemployment benefits: effective 

transition-oriented ALMP can reduce reliance on long-term benefits, while adequate income support is 

necessary to enable individuals to engage in training and reskilling. 
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4.2.3 Policy scenarios on the macro level  
During the session on labour market policies, we also focused on how ALMP and unemployment benefits can 
be designed to deal with the changes that will result from the macrotrends. The discussion, summarised in  
Table 3, focused on demographic change, digitalisation and the green transition. 

 

Table 3: Scenario matrix on labour market policies at the macro level  

 
Active labour market 

policies 
Unemployment benefits 

Demographic change 

Promote lifelong learning and 
participation across age groups, 
with targeted support for older 

workers and transitions towards 
retirement. 

Adapt to age-specific needs. 

Digitalisation 

Focus on digital skills and large-
scale reskilling, targeting 

occupations with high automation 
risk. 

Provide flexible support during 
technological displacement, 

linked to training. 

Green transition Support sectoral mobility and 
reskilling towards green jobs. 

Ensure income protection during 
sectoral restructuring, often tied 

to activation. 

  

In the context of demographic change, labour market policies could promote labour market participation across 

the life course. For example, ALMP could focus on lifelong learning and older workers, who face greater 

barriers to reskilling. At the same time, unemployment benefits could be adapted to meet the specific needs 

of different age groups, taking into account differences in employability.  

For digitalisation, the discussion focused on the importance of anticipating skill needs and supporting workers 

in occupations at risk of automation. ALMP must therefore focus on proactive reskilling strategies. 

Unemployment benefits, in turn, need to accommodate more regular and non-linear career paths. 

The green transition introduces a particularly strong element of structural change, as sectors may decline while 

new ones emerge. ALMP can play a central role in enabling sectoral shifts, especially from carbon-intensive 

to sustainable industries. Since these transitions can be long and region-specific, targeted interventions are 

necessary. During these periods, unemployment benefits can provide adequate income protection.  

Across all dimensions, the matrix highlights a shift towards transition-oriented and activating policies, requiring 

ALMP and unemployment benefits to become more complementary.  

 
4.2.4 EU benchmarks and initiatives for labour market policies 
During the workshop, we also discussed key EU-level policy anchors and their relevance as scenario 

benchmarks. At the EU level, labour market policies and reforms are central to the competitiveness paradigm. 

The Letta Report4 and Draghi Report5 are widely seen as key references for the current European 

Commission’s economic agenda, stressing productivity, skills shortages and labour market adaptation. 

Furthermore, the reports highlight employment opportunities and social protection systems as key factors to 

strengthen the single market growth and competitiveness. 

 

4 Enrico Letta - Much more than a market 
5 The Draghi report on EU competitiveness  

https://www.consilium.europa.eu/media/ny3j24sm/much-more-than-a-market-report-by-enrico-letta.pdf
https://commission.europa.eu/topics/competitiveness/draghi-report_en
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The main narrative at the EU level is that social policy investment must boost competitiveness. The Porto 

Social Summit targets6 (2021-2030), the most relevant initiatives concerning activation, aims for at least 78% 

of people aged 20 to 64 to be in employment, at least 60% of all adults to participate in training every year, 

and a reduction of at least 15 million in the number of people at risk of poverty or social exclusion, including at 

least 5 million children. The European Semester complements this with indicators such as the gender and 

disability employment gaps and young NEETs to assess country’s social and economic performance. 

In addition, the Council Recommendation on Human Capital7 (2026) focuses on improving the skills and 

training of workers, particularly in light of the green and digital transitions, covering areas such as on-the-job 

training, vocational education and training and formal education for STEM and basic skills. The Anti-Poverty 

strategy8 (2026) adopts a lifecycle approach, while remaining strongly anchored in employment. It will also 

develop new indicators to reflect different dimensions of poverty, including access to basic goods and services 

essential to a decent life, purchasing power, wealth and debt. Within this framework, the reinforced Youth 

Guarantee9 (2020) targets young people under 29 with timely offers of work or training, particularly in high-

unemployment areas. Finally, the forthcoming Quality Jobs Roadmap10 (2026), linked to the anti-poverty 

strategy and aimed at addressing in-work poverty, is expected to focus on adequate and transparent wages, 

non-precarious work contracts, training opportunities, adequate social protection and in-work benefits, 

although concrete measures have not yet been specified. 

 

 

6 Porto Social Summit: all partners commit to 2030 social targets 
7 Recommendation for a COUNCIL RECOMMENDATION on human capital  
8 EU Anti-Poverty Strategy 
9 The reinforced Youth Guarantee 
10 Commission sets out roadmap for future-proof quality jobs in a competitive EU 

https://ec.europa.eu/commission/presscorner/api/files/document/print/en/ip_21_2301/IP_21_2301_EN.pdf
https://data.consilium.europa.eu/doc/document/ST-6081-2026-REV-1/en/pdf
https://employment-social-affairs.ec.europa.eu/policies-and-activities/social-protection-social-inclusion/addressing-poverty-and-supporting-social-inclusion/eu-anti-poverty-strategy_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/eu-employment-policies/youth-employment-support/reinforced-youth-guarantee_en
https://employment-social-affairs.ec.europa.eu/news/commission-sets-out-roadmap-future-proof-quality-jobs-competitive-eu-2025-12-04_en
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4.3 Early childhood education and care 
services 
 

4.3.1 Contextualisation of ECEC services 
Early childhood education and care (ECEC) services have featured on the European policy agenda for several 

decades. Their prominence in the European Child Guarantee and the renewed Barcelona Targets serving as 

prominent examples of the EU’s commitment to make ECEC services more accessible to families with young 

children (Commission, 2018; European Council, 2021; European Council, 2022). 

ECEC services fulfil a dual purpose: (i) facilitating the balance between work and family life, and (ii) developing 

the human capital of young children (European Commission, 2018; Van Lancker, 2013). Through these 

purposes, they play an important role in addressing the consequences of structural shifts in the socio-economic 

landscape. On the one hand, reconciling work and family life enhances parents' labour market opportunities, 

particularly for young mothers (European Commission, 2018; Plantenga & Remery, 2009). Care 

responsibilities, which are predominantly borne by mothers, remain a primary barrier to maternal labour market 

participation, thus contributing to the gender employment gap. Although this gap has narrowed, female labour 

force participation (projected at 71.3% in 202511) still lags behind that of men (projected at 80.9% in 2025) and 

remains below the EU’s employment target of 78% for the working-age population. Moreover, this aggregate 

figure masks substantial cross-country variation, with some Member States, such as Italy and Romania, still 

displaying significantly wider gender employment gaps than the EU average. The European Commission 

(2018) therefore considers the provision of accessible and affordable full-time childcare to be a crucial 

prerequisite for increasing parental employment. Plantenga and Remery (2009) argue that reducing the gender 

employment gap is one of the most effective ways of raising overall employment rates. This is particularly 

important in the context of demographic ageing, declining fertility rates and a rising dependency ratio, all of 

which require greater labour market participation of the active age population. Furthermore, accessible 

childcare can reduce the length of time that mothers spend out of the labour market as well as the associated 

career penalties. This is because extended periods of leave tend to have a negative effect on the accumulation 

of human capital (Kronberg & Gerlach, 2025). Furthermore, by increasing parental employment and income, 

ECEC can contribute to reducing child poverty (Hufkens et al., 2020; Van Lancker, 2013). 

On the other hand, the provision of ECEC also influences children's long-term labour market prospects, leading 

to higher earnings in adulthood (European Commission, 2018; Van Lancker, 2013). High-quality ECEC 

supports the development of cognitive and non-cognitive skills, thereby improving educational outcomes. 

Academic research finds that children who attend ECEC are less likely to drop out of school and tend to 

complete more years of (Van Belle, 2016; Vandenbroeck, Lenaerts, & Beblavý, 2018). ECEC improves future 

employment prospects, social integration and health outcomes. It also represents an effective policy response 

to a shrinking labour force by equipping individuals with the skills needed to adapt to evolving labour market 

demands. 

In order to yield the benefits of early childhood education and care services, they must be available, accessible, 

affordable and of a high quality (European Commission, 2018). Participation in ECEC services is not yet 

universal, however, and is often socially stratified (Pavolini & Van Lancker, 2018; Van Lancker, 2013). Van 

Lancker (2013) states that ECEC can mitigate social inequities in two ways: by enabling mothers from 

disadvantaged backgrounds to participate in the labour market and increase family income, which can mitigate 

child poverty; and by reducing the gap in school readiness between children from advantaged and 

disadvantaged households and equalising their later-life educational outcomes and labour market prospects. 

However, disadvantaged households are often found to have lower overall use of childcare services. Pavolini 

 

11 Employment and activity by sex and age 

https://ec.europa.eu/eurostat/databrowser/view/lfsi_emp_a__custom_21686475/default/table
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and Van Lancker (2018) argue that structural constraints such as availability and affordability primarily restrict 

the coverage of ECEC services. During the discussion, we considered how these challenges could inform the 

development of policy-relevant scenarios. 

 

4.3.2 Policy scenarios on the micro level 
The session on early childhood education and care  focused on the above-mentioned set of interrelated policy 

challenges. The discussion emphasised two core dimensions of accessibility - availability and affordability - 

commonly referred to in literature as supply-side constraints (Pavolini & Van Lancker, 2018). These 

dimensions form the basis of the policy scenarios presented in Table 4. 

Access to ECEC services was identified as an important precondition for participation and, consequently, for 

the realisation of associated benefits, including improvements in child development and parental labour supply. 

Within the discussion, availability of childcare places emerged as a binding constraint, particularly for children 

aged 0-2. Participants stressed that policies aimed at reducing financial barriers are unlikely to be effective in 

the absence of sufficient supply, highlighting the need for investment in childcare capacity12 to which the first 

policy scenario in Table 4 refers. An expansion might particularly benefit disadvantaged families, as 

disadvantaged families are more likely to be in precarious and flexible forms of employment. This makes it 

difficult for them to pr edict their childcare needs, which can result in them ending up on a waiting list (Van 

Lancker, 2018).  

A second key issue relates to territorial inequalities in service provision. While cross-country differences in 

ECEC coverage are well documented (Van Lancker, 2018; Van Lancker & Ghysels, 2016), the discussion 

underlined the importance of within-country disparities. Regional examples - such as disparities between 

Northern and Southern Italy - illustrate how access varies significantly across local contexts. It was argued that 

these inequalities may also extend to service quality, as regions with limited provision often face staff shortage 

reducing service standards. In this context, targeted expansion in low-coverage regions was identified as a 

potentially efficient policy strategy, particularly given evidence of diminishing returns to childcare expansion in 

already well-served areas (Scherer & Pavolini, 2023). 

Affordability constitutes a second major barrier to participation mentioned during the policy discussion. For 

low-income households, the opportunity cost of childcare use remains high, especially when potential labour 

market returns are limited. This reflects broader findings in the literature, which identify childcare costs as a 

structural determinant of participation (Abrassart & Bonoli, 2015; Pavolini & Van Lancker, 2018).Two policy 

instruments were discussed to address affordability constraints: (i) cash or tax-based support mechanisms, 

and (ii) income-dependent fee structures. While tax credits may partially offset childcare costs, their 

effectiveness is limited for low-income households with low tax liabilities and liquidity constraints if the tax credit 

is non-refundable. Income-based fees, on the contrary, directly reduce out-of-pocket costs for families (whilst 

increasing the public subsidy for these particular individuals). 

In addition to access, quality of provision was highlighted as a critical, albeit less easily measurable, dimension 

of ECEC systems. High-quality childcare supports early human capital development13 and improves long-term 

outcomes - such as labour market prospect and social integration -, particularly for disadvantaged children. At 

the same time, quality influences parental decisions regarding formal childcare use. Indicators such as staff-

to-child ratios and working conditions were suggested as proxies for quality, although the participants 

acknowledged the limited possibilities of incorporating quality into quantitative policy modelling. 

Finally, the discussion addressed the lack of alignment between parental leave schemes and ECEC provision, 

which may create a “childcare gap” between the end of leave entitlements and access to formal childcare. 

 

12 Some countries already have quasi-universal childcare availability (e.g. the Nordic countries), so additional investment 
might not yield further benefits. 
13 During the policy discussion, it was noted that the development of human capital may be bound to socioeconomic 
background of the child’s family. Therefore, the positive later-life outcomes should be approached with caution. 
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Such gaps can prolong labour market interruptions and exacerbate human capital depreciation, particularly 

among young mothers (Kronberg & Gerlach, 2025). 

 

Table 4: Scenario matrix on early childhood education and care services at the micro level  

 Childcare coverage 

 Status quo Investment to increase 
coverage 

Availability Strong cross-country differences in 
childcare availability (supply-side). 

Increased availability of childcare  
facilities, reduce supply-side 

constraints, particularly benefiting 
disadvantaged families. 

Availability across 
regions 

Strong cross-country and within-
country discrepancies in availability 

of ECEC services. 

Reduction of regional inequities 
through targeted expansion in 

low-coverage regions. 

Affordability 

Inequities in childcare coverage and  
inaccessibility of childcare services, 

particularly for disadvantaged 
families. 

Increased accessibility of 
childcare places (if available) due 
to lower private costs, particularly 

for disadvantaged families 
through cash/tax benefit or 

income-based fee schemes. 

Quality 

Insufficient quality leads to lower 
gains from ECEC services, through 
worse human capital development 

and potential disincentive for parents. 

Improved quality (e.g. higher staff-
to-child ratio) can improve early 
life human capital development 

and facilitate parental care 
decisions. 

 

 
4.3.3 Policy scenarios on the macro level 
At the macro level, the discussion focused on the interaction between ECEC systems and several structural 

trends, in particular the demographic transition and technological change. The relationship between the 

demographic transition and ECEC services is more direct, operating through the effects on fertility. In contrast, 

the relationship between population ageing and technological change is more indirect, operating through 

implications for labour supply and human capital accumulation. 

A first key dimension concerns the relationship between ECEC provision and fertility. Participants highlighted 

that the availability and affordability of childcare services influence the opportunity costs associated with having 

children. In contexts where childcare services are scarce, expensive, or difficult to access, parents - particularly 

mothers - face significant constraints in reconciling work and family life. This can delay or discourage 

childbearing, contributing to persistently low fertility rates. Conversely, improved access to ECEC may reduce 

these opportunity costs by facilitating labour market participation alongside parenthood, thereby creating a 

modest positive effect on fertility. While the magnitude of this effect was considered limited during the policy 

discussion, it was recognised as policy-relevant, particularly in the context of declining birth rates and regional 

disparities (e.g. lower fertility in rural areas coinciding with weaker childcare provision). 
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A second dimension relates to the interaction between ECEC systems and the demographic transition, 

especially in terms of labour supply. Population ageing and declining fertility are expected to lead to shrinking 

working-age populations, increasing pressure on labour markets and fiscal sustainability. In this context, ECEC 

services were identified as a key activation instrument, particularly for increasing maternal employment. 

Accessible and affordable childcare reduces care-related constraints and supports stronger attachment to the 

labour market, thereby contributing to higher participation rates amongst the active-age population with care 

responsibilities. This is especially important given established evidence that interruptions in employment - often 

associated with childcare responsibilities - lead to human capital depreciation, lower lifetime earnings and 

reduced labour market adaptability (Kronberg & Gerlach, 2025; Plantenga & Remery, 2009; Scherer & 

Pavolini, 2023). In this respect, the level of out-of-pocket expenditure required to access care services is also 

highly relevant, as it shapes the (labour market- choices of individuals and households, particularly among 

those in the lowest wage quartiles, for whom childcare costs can significantly weaken employment incentives 

and labour market participation (OECD, 2020b, 2023a). 

Third, the discussion addressed the role of ECEC in shaping responses to technological transitions, including 

digitalisation and changing skill requirements. Although the link between ECEC and technological change is 

indirect, it operates through the impact of childcare on human capital accumulation and retainment. Limited 

access to childcare may delay or prevent labour market (re-)integration, particularly for parents with young 

children, thereby increasing the risk of skill loss and/or reducing adaptability in rapidly changing labour markets. 

In contrast, a well-functioning ECEC system facilitates more continuous labour market engagement, enabling 

individuals to maintain and update skills over the life course. In this sense, ECEC contributes not only to short-

term employment outcomes but also to the long-term resilience and adaptability of the workforce. 

Finally, the discussion highlighted changes in household composition, particularly the growing prevalence of 

the “sandwich generation”. Individuals in this position simultaneously face care responsibilities for young 

children and elderly relatives, which can significantly constrain their ability to participate in the labour market 

participation. Inadequate provision of ECEC and long-term care services may exacerbate these pressures, 

leading to reduced employment or withdrawal from the labour market. By contrast, improved access to formal 

care services - including both childcare and elderly care (or long-term care) - allows households to outsource 

care responsibilities, thereby supporting labour market engagement and work-life balance. 
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Table 5: Scenario matrix on early childhood education and care services at the macro level  

 Status quo Investment in childcare 

Fertility 

Inaccessibility of childcare 
services increases the 

opportunity cost of having 
children (e.g. costly childcare 

services, hampered re-integration 
in the labour market), which 

might deter or postpone having 
children (low fertility). 

Accessible childcare lowers 
opportunity costs for parent to 

have children, hence could 
increase fertility. 

Demographic transition 

Inaccessibility of childcare 
reduces parental labour market 

engagement reinforcing the 
shrinking labour force resulting 

from population ageing. 

Accessible childcare services 
facilitates parental labour market 
engagement (work-life balance), 
strengthening labour force (re-) 

integration and retainment. 

Technological transition 

Inaccessibility of childcare 
reduces or postpones parental 
labour market (re-) integration, 

increasing the likelihood of 
human capital loss. 

Accessible childcare facilitates 
parental labour market (re-) 

integration, increasing human 
capital retainment, creating a 
more adaptable labour force. 

Household composition 

Inaccessibility of childcare 
services coinciding with 

population ageing might lead to a 
sandwich generation in which 

both children and elderly parents 
rely on one individual, reducing 

their ability to engage in the 
labour market. 

Investment in ECEC services 
(and long-term care facilities) 

reduces care burden of parents, 
hence facilitating the re-

integration in the labour market. 

  

4.3.4 EU benchmarks and initiatives for ECEC services  
During the workshop, we also discussed the key EU-level policy initiatives related to ECEC. At EU level, ECEC 

has progressively moved from a labour market instrument to a broader social investment priority, closely linked 

to child wellbeing, equal opportunities and long-term socio-economic outcomes. 

The initial framing of ECEC was influenced by the Barcelona targets14 in the early 2000s, which aimed to 

expand childcare provision primarily to support maternal labour market participation and improve the work-life 

balance. Over time, however, this perspective has evolved towards a multidimensional approach, recognising 

ECEC as a key tool to reduce (child) poverty risks and improve life chances from an early age. 

The Council Recommendation on High-Quality ECEC15 (2019) introduced a stronger focus on quality, 

accessibility, and affordability of services. Together with the broader European Quality Framework for ECEC16, 

it provided the basis for revising the Barcelona Targets and strengthening the policy framework. The updated 

benchmarks, now embedded in the European Care Strategy17 (2022-2027), aim for at least 45% participation 

of children under three and 96% of children aged three to compulsory school age in formal ECEC, alongside 

improvements in service quality and workforce conditions. Within this framework, the European Care Strategy 

 

14 the Barcelona targets for 2030 
15 Council Recommendation on High-Quality Early Childhood Education and Care Systems 
16 Early childhood education and care initiatives 
17 A European Care Strategy 

https://eur-lex.europa.eu/legal-content/EN/TXT/PDF/?uri=CELEX:32022H1220(01)
https://op.europa.eu/en/publication-detail/-/publication/38e20eca-876b-11e9-9f05-01aa75ed71a1
https://education.ec.europa.eu/education-levels/early-childhood-education-and-care/about-early-childhood-education-and-care
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_5169
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plays a central role, linking participation targets with capacity building, workforce development and the 

reduction of out-of-pocket costs for families.  

In parallel, the European Child Guarantee18 (2021-2030) has significantly expanded the scope of ECEC within 

EU social policy. It promotes access to free and effective ECEC as part of a wider set of essential services - 

including education, healthcare, nutrition and housing - to address child poverty in a comprehensive manner.  

Recent initiatives reinforce this trajectory. The EU Anti-Poverty Strategy19 (2026) strengthens the 

implementation of the Child Guarantee at Member State level, notably by linking commitments to resource 

allocation and by emphasising access to key services such as ECEC, education, school meals and healthcare, 

including mental health. This is complemented by broader policy developments - such as the Human Capital 

Recommendation20 (2026) and the Strategy on Intergenerational Fairness21 (2026) - which highlight the 

importance of early investment in human capital and adopt a life-cycle perspective on social inclusion. Looking 

ahead, the forthcoming European Care Deal (2027) is expected to further advance the quality dimension of 

ECEC. 

 

4.4 Educational policies  
 
4.4.1 Contextualisation of educational policies 
Access to high-quality, inclusive education, training, and lifelong learning constitutes the first principle of the 

European Pillar of Social Rights22 and remains central to European policy discourse. It is seen as essential for 

enabling full societal participation and fostering effective labour market engagement through the continuous 

acquisition of skills. This priority was further reinforced in the Council Recommendation on Human Capital in 

the European Union (European Council, 2026). Similarly, within the EU’s Competitiveness Compass, 

strengthening education and training programs to reduce skills gaps and enhance the basic skills of young 

people is a key objective. As highlighted by the European Commission (2025), Europe’s future competitiveness 

and resilience fundamentally relies on its people, with their skills serving as the enabling condition. 

In accordance to the EU’s perspective on educational services and support, the creation of human capital is 

the main purpose of educational investments (Becker, 1964; Esping-Andersen, 2002). This long-term 

investment in acquiring cognitive and non-cognitive skills and knowledge improves the labour market prospects 

of the future labour force and their societal integration (Bakker & Van Vliet, 2022). Better educated individuals 

are more likely to find and retain a job, have higher earnings and are more productive, fostering economic 

growth whilst also reducing income inequality and poverty (Hemerijck, Ronchi, & Plavgo, 2022; Morel, Palier, 

& Palme, 2012; Ozaydin & Dagdemir, 2023; Sylwester, 2002). A highly skilled and adaptable workforce will be 

important for navigating the rapidly changing skill requirements resulting from the technological 

transformations, including the green and digital transition (European Commission, 2025).  

Nonetheless are the beneficial effects of educational services constrained by several challenges such as 

accessibility, affordability and quality (European Commission, 2025; Vaalavuo, 2011). Vaalavuo (2011), for 

instance, shows that education investment in primary and secondary education is equalising, whilst the 

investment in tertiary education is disequalising due to unequal access to tertiary education, with participation 

in tertiary education still correlated with socio-economic background. Additionally, as identified in the Union of 

Skills communique by the European Commission (2025), the quality of education is lagging behind. The basic 

skills of young people, including digital literacy, mathematics, reading and science, are insufficient, which puts 

 

18 European Child Guarantee 
19 EU Anti-Poverty Strategy 
20 Council adopts recommendation on human capital 
21 Commission presents first ever Strategy on Intergenerational Fairness 
22 The European Pillar of Social Rights in 20 principles 

https://employment-social-affairs.ec.europa.eu/policies-and-activities/social-protection-social-inclusion/addressing-poverty-and-supporting-social-inclusion/investing-children/european-child-guarantee_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/social-protection-social-inclusion/addressing-poverty-and-supporting-social-inclusion/eu-anti-poverty-strategy_en
https://www.consilium.europa.eu/en/press/press-releases/2026/03/09/tackling-the-skills-shortage-council-adopts-recommendation-on-human-capital/
https://ec.europa.eu/commission/presscorner/detail/en/ip_26_535
https://employment-social-affairs.ec.europa.eu/policies-and-activities/european-pillar-social-rights-building-fairer-and-more-inclusive-european-union/european-pillar-social-rights-20-principles_en
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the EU at risk of falling behind in the rapidly changing socio-economic environment and associated shift in the 

labour market (e.g. artificial intelligence, digitalisation and ecological transition).  

 

4.4.2 Policy scenarios on the micro level 
At the micro level, the discussion on educational services focused on the equity - efficiency trade-off within the 

educational system. Three interrelated dimensions were central during the debate: (i) the relationship between 

access and quality, (ii) the design of targeting criteria, and (iii) structural inequalities within educational 

pathways. 

A first key issue concerns the relationship between the universal access of educational services and quality. 

The discussion highlighted that increasing participation - particularly in higher education - does not necessarily 

lead to a quality reduction. Empirical cases, such as Flanders, show that educational systems can 

simultaneously achieve high participation rates and strong performance outcomes. However, this 

complementarity is conditional on the manner in which an expansion of the educational access is pursued. 

When enrolment increases are achieved through additional investment and capacity expansion, quality can 

be preserved or improved. By contrast, expansion driven by the lowering of academic standards risks 

undermining educational outcomes. 

Resource constraints were, however, identified as a mediating factor in this relationship. Expanding student 

numbers without proportional increases in funding is likely to raise student-to-teacher ratios, ultimately 

compromising the educational quality. At the same time, demographic trends - particularly the declining size 

of educational cohorts - may partially alleviate these pressures in the medium to long run. 

A second dimension concerns the criteria used to allocate educational support, particularly in higher education. 

The discussion contrasted two primary approaches: performance-based and income-based targeting. 

Performance-based systems (e.g. the Serbian higher educational system), risk reinforcing pre-existing 

inequalities, as students from disadvantaged backgrounds perform systematically worse than their counterpart 

throughout their educational trajectory. Income-based criteria, by contrast, are more redistributive and 

inclusive, lowering financial barriers to participation. However, participants emphasised that neither approach 

is sufficient in isolation. A combined targeting approach, integrating targeting based on socio-economic 

background and academic performance, is more likely to achieve both equity and efficiency objectives. 

Importantly, the discussion emphasised that inequalities in access to higher education originate prior to tertiary 

education, underscoring the importance of early-stage interventions. 

A third dimension relates to the structural inequalities embedded within educational systems. Evidence 

suggests that students from migrant or disadvantaged backgrounds are disproportionately funnelled into 

vocational or professional streams, indicating educational segregation, whereas more privileged students are 

overrepresented in academic programs. These patterns contribute to cumulative disadvantage, as early 

educational choices have a strong impact on later life opportunities. Furthermore, students from migrant 

backgrounds frequently encounter additional challenges, such as language barriers and restricted parental 

access to information about educational institutions resulting from, for instance, language barriers. 
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Table 6: Scenario matrix on education at the micro level  

 Status quo Investment in educational 
services 

Accessibility 

Unequal access to higher 
education leads to 

underutilisation of human capital 
and limits labour market 

opportunities for disadvantaged 
groups. 

Expanded or universal access 
increases participation in higher 

education, supporting the full 
utilisation of skills and improving 

labour market prospects. 

Quality 

Expansion under constrained 
resources risks declining quality, 

particularly through higher 
student-to-teacher ratios and 
reduced individual attention. 

Expansion does not reduce 
quality when accompanied by 

adequate investment and 
maintained academic standards. 

Selectivity 

Predominantly performance-
based selection reinforces 

inequalities, as students from 
disadvantaged backgrounds 
systematically underperform; 

income-based schemes are more 
equitable. 

Combined income- and 
performance-based criteria 

improve equity in access while 
maintaining incentives for 

academic progression. 

Structural inequalities 

Persistent educational 
segregation across tracks 

(academic vs vocational), often 
reflecting socio-economic and 

migrant background differences. 

Policies targeting inequalities 
early in life reduces segregation 

across educational tracks, 
supporting more equal 

educational trajectories. 

 

 
4.4.3 Policy scenarios on the macro level 
At the macro level, the discussion positioned educational services as a central instrument for enhancing labour 

market adaptability and resilience in the context of technological transformations. In particular, digitalisation 

and the green transition were identified as key drivers of changing skill demands, requiring education systems 

to evolve and adapt to changing reality. Overall, it highlighted that educational systems are simultaneously 

drivers and subjects of structural transformation, playing a key role in enabling individuals to adapt to changing 

labour market conditions, whilst simultaneously facing significant pressure to adjust their own structures, 

curricula and pedagogical approaches. 

A first core theme concerns the role of education in supporting the development of future-oriented skills. While 

digital and technological competencies  - including AI literacy - are increasingly important, the discussion 

emphasised the growing relevance of transferable and durable skills, such as critical thinking, analytical 

reasoning and social and interpersonal competencies. These skills are considered less susceptible to 

automation and therefore more robust in the face of technological change. In addition, metacognitive skills, 

such as the capacity to “learn to learn,” were identified as crucial. Given the uncertainty surrounding future 

labour market developments, education systems cannot fully anticipate which occupations will emerge. As a 

result, equipping individuals with the ability to adapt and continuously acquire new skills becomes a key policy 

objective. 

A second theme relates to the transformation of pedagogical approaches and assessment methods in 

response to artificial intelligence. AI is increasingly used by students as a learning and writing tool, which both 
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enhances learning opportunities and creates challenges for traditional forms of assessment. In particular, 

written assignments are increasingly AI-assisted. In response, the discussion highlighted the need for a 

reorientation of assessment practices. However, such transformations - e.g. re-orienting towards more oral 

assessment methods - are often more resource-intensive, increasing the demand for teaching staff and 

potentially exacerbating pre-existing capacity constraints.  

 

Table 7: Scenario matrix on education at the macro level  

 Status quo Investment in educational 
services 

Technological evolution 
(and the shifting labour 

market) 

Rapid technological change 
(digitalisation, AI, green 

transition) alters skill 
requirements, while insufficient 

adaptation of educational 
systems leads to skill 

mismatches between labour 
market demand and supply. 

Educational systems proactively 
adapt to changing skill demands, 

emphasising digital literacy, 
critical thinking, and transferable 
skills, thereby supporting a more 

skilled and flexible workforce. 

Adaptability of educational 
system (integration AI) 

Limited integration of AI into 
teaching and assessment 

practices undermines educational 
outcomes and may reduce the 
acquisition of basic and higher-

order skills, with negative 
implications for long-term labour 

market prospects. 

Educational systems adapt 
curricula and assessment 
methods to incorporate AI, 

enhancing digital competencies 
and learning processes, and 
strengthening the adaptive 
capacity of the workforce. 

 

 
4.4.4 EU benchmarks and initiatives for educational policies 
Within the EU, there are several initiatives concerning educational policies, although clear benchmarks are 

limited. A recent development is the Council Recommendation on Human Capital23 (2026), which explicitly 

positions education, training and skills as key drivers of competitiveness, resilience and social cohesion. The 

recommendation calls for increased investment in education and training to improve basic skills, as well as 

better alignment of education and training with the needs of the labour market.  

This is closely linked to the EU competitiveness agenda, notably the Competitiveness Compass24 (2025), 

where the importance of skills and education is stressed. An example is the Union of Skills25 (2025), which 

aims to ensure that everyone in Europe is empowered to build skills foundations and engage in lifelong 

upskilling and reskilling.  

Furthermore, the Recommendation on Investing in Children26 (2023) provides an important policy foundation 

for these more recent developments. The aim of this recommendation is to break the cycle of disadvantages 

by acknowledging the importance of early intervention and equal access to key services. It highlights the role 

of education systems in promoting equal opportunities and long-term life chances. 

 

23 Council adopts recommendation on human capital 
24 Competitiveness compass - European Commission 
25 Union of skills - European Commission 
26 Investing in children - Employment, Social Affairs and Inclusion 

https://www.consilium.europa.eu/en/press/press-releases/2026/03/09/tackling-the-skills-shortage-council-adopts-recommendation-on-human-capital/
https://commission.europa.eu/topics/competitiveness/competitiveness-compass_en
https://commission.europa.eu/topics/competitiveness/union-skills_en
https://employment-social-affairs.ec.europa.eu/policies-and-activities/social-protection-social-inclusion/addressing-poverty-and-supporting-social-inclusion/investing-children_en
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4.5 Healthcare services 
 
4.5.1 Contextualisation of healthcare services 
Lastly, we discussed healthcare services, which are particularly affected by macro-trends such as the 

demographic transition. Already under strain during the Covid-19 pandemic, the European Commission 

expects population ageing and the increasing longevity of people to assert increasing pressure on the 

sustainability of healthcare financing schemes (Goranova & Ramos, 2026). On the one hand, population 

ageing increases the dependency ratio, as the pool of people contributing to healthcare services shrinks with 

the contraction of the active-age population. On the other hand, technological advances increase people’s 

lifespan, thereby increasing the demand for healthcare services. However, the challenge is not simply to 

provide “more” care, but a different type of care. European societies are experiencing a broader health 

transition, characterised by the shift from acute and infectious diseases towards chronic, age-related and 

multifactorial conditions requiring long-term, integrated and preventive forms of care (Nolte & McKee, 2008; 

Omram, 2001). This transition implies a growing need for continuity of care, territorial and community-based 

healthcare services, early intervention and coordinated long-term support, rather than healthcare systems 

predominantly centred on hospital-based acute treatment. Moreover, the health transition also involves a 

growing relevance of mental health conditions. Rising levels of anxiety, depression, stress-related disorders 

and psychosocial vulnerabilities - further exacerbated by the Covid-19 pandemic and broader socio-economic 

uncertainty - require healthcare systems to strengthen preventive, community-based and integrated forms of 

mental health support. 

Providing efficient and high-quality healthcare is essential for safeguarding countries' macro-economic 

performance. Healthcare systems contribute to economic development and growth by ensuring a healthy and 

employable working-age population, reducing sickness and absenteeism and promoting labour productivity 

(Greenley et al., 2024). Furthermore, productive labour market participation is higher when healthcare is well-

developed and efficient, leading to higher employment levels in the long term. In contrast, when the active 

population is in poor health, this leads to lower productivity and higher unemployment levels (Darvas et al., 

2022). Investments in healthcare can also reduce financial hardship, particularly for low-income workers, by 

providing financial support during illness and reducing households’ out-of-pocket payments, reducing income 

poverty and inequality (Sirag & Mohamed Nor, 2021; Vaalavuo, 2011).  

Therefore, providing affordable, high-quality preventive and curative healthcare in a timely manner to all EU 

citizens remains a key policy objective of the EU and constitutes one of the basic principles of the European 

Pillar of Social Rights. The OECD frequently publishes reports discussing the key challenges facing EU 

healthcare systems, including underfunding, long waiting lists, high out-of-pocket healthcare costs for 

households and inequitable access, particularly for certain population groups such as lower-income earners, 

ethnic minorities, migrants and women (see for example OECD and European Union (2018) and OECD 

(2025)). During the discussion, we considered how these challenges could inform the development of 

healthcare service scenarios.  

 

4.5.2 Policy scenarios on the micro level 
The discussion on healthcare services focused on inequalities in access, preventive healthcare and how to 

sustain healthcare funding. Together, this leads to the scenario matrix in Table 8, which describes two 

contrasting policy scenarios at the micro level.  

The first scenario (status quo) reflects a system under increasing fiscal and structural pressure. Limited public 

revenues and weak investment in prevention contribute to a steady rise in healthcare demand, driven by 

population ageing and the growing prevalence of non-communicable diseases. At the same time, constrained 

or inefficient public spending can lead to longer waiting times and capacity shortages. As a result, households 

will increasingly rely on out-of-pocket payments and private healthcare alternatives to access timely care. This 
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dynamic can lead to a reinforcement of socio-economic inequalities, as access becomes increasingly 

dependent on the ability to pay, leading to regressive distributional effects and rising inequality in both 

healthcare access and disposable income. 

The second scenario represents a shift towards a more preventive and equitable system, with prevention 

understood in broad terms as encompassing all interventions occurring prior to hospitalisation, including the 

provision of accessible community-based and territorial healthcare services aimed at early detection, continuity 

of care and the reduction of avoidable acute conditions. Stronger investment in prevention - targeting both 

health behaviours and broader social determinants - can reduce the incidence of chronic diseases and delays 

the onset of care dependency. This, in turn, can lead to a lower demand for costly hospital-based interventions 

and lower pressure on the system. As reliance on private care and out-of-pocket spending declines, access 

can become more equitable and distributional outcomes improve, particularly for vulnerable and low-income 

groups. The resulted gains in efficiency can then also lead to increased public revenues and an expansion of 

healthcare capacity. Additional revenues could also be generated through different taxes, such as sugar taxes, 

which target unhealthy consumption.  

Overall, the comparison between the two scenarios highlights that inequalities in access to healthcare are not 

driven by a single factor, but arise from the combined effects of insufficient public financing, limited preventive 

policies and unequal underlying health conditions. Addressing these inequalities therefore requires an 

integrated strategy that simultaneously strengthens prevention and ensures sustainable and sufficiently 

redistributive public funding. 

 

Table 8: Scenario matrix on healthcare at the micro level  

 Status quo 
Social investment in 

healthcare 

Inequality in access to 
healthcare 

High and increasing inequality 
driven by waiting times, ability to 
pay and geographic differences. 

Reduced inequality through 
improved access, shorter waiting 

times and reduced reliance on 
private care. Targeted policies 
improve access for vulnerable 

groups. 

Prevention 

Limited investment in prevention. 
Health outcomes increasingly 

shaped by socio-economic 
conditions, unhealthy 

environments and working 
conditions. 

Strong focus on prevention (e.g. 
nutrition policies, regulation of 

unhealthy products, awareness 
campaigns, improved working 
conditions), reducing long-term 
demand and health inequalities. 

Creating revenues 

No additional revenues. System 
remains constrained by fiscal 
pressures, leading to rationing 

and declining quality. 

Additional revenues generated 
through taxation of unhealthy 

consumption (e.g. sugar taxes), 
environmental taxes and/or 

wealth/capital taxation, enabling 
sustained investment in 

healthcare. 
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4.5.3 Policy scenarios on the macro level 
At the macro level, the healthcare discussions focused on three macrotrends: the demographic transition, 

notably the ageing population, technological change and the epidemiological transition. These will put 

significant pressure on healthcare systems, albeit in different ways. The demographic transition increases 

healthcare demands, whilst reducing the number of care providers. Technological change can improve the 

efficiency of healthcare systems, whilst also extending lifespans and potentially disequalising healthcare 

system. Furthermore, the epidemiological transition requires us to reconsider the organisation of healthcare 

systems.  

During the discussion, workforce shortages and the demographic transition27 were perceived to be interrelated. 

A shortage of healthcare workers was identified as one of the sector's structural challenges. While population 

ageing will increase the demand for care, the healthcare workforce itself is also ageing, resulting in a double 

pressure on the supply side. However, this challenge cannot be understood solely as a demographic issue; it 

is also fundamentally rooted in the quality of jobs within the sector. Poor working conditions, low pay, and high 

levels of psychosocial stress reduce the appeal of care professions, and are key drivers of current and future 

labour shortages. Consequently, improving working conditions and raising the status of care work were 

identified as policy priorities. 

In addition, the participants emphasised the importance of the professionalisation of the sector. They saw 

strengthening skills development as essential for improving the quality of care provision and workforce 

retention. At the same time,  despite the sectors’ dependency on migrant workers, significant barriers persist 

in the recognition of foreign qualifications, leading to inefficiencies and the underutilisation of existing skills. 

The discussion also focused on the relationship between healthcare systems and technological 

advancements, particularly artificial intelligence and enhancements to medical care facilities. Technological 

evolutions were viewed as supportive tools that could also potentially exert increasing pressure on healthcare 

financing and create inequities. For example, telemedicine, health monitoring and AI-assisted tools could 

improve accessibility and efficiency by facilitating preventive healthcare and providing more tailored advice on 

when to visit a medical professional. However, these tools are primarily viewed as complementary to care 

provision rather than as substitutes. Conversely, it was argued that medical innovation could exert pressure 

on healthcare financing by providing more expensive and tailored treatments. In light of the discussion on 

private versus public spending, the question arises as to what should be supported by public financing. The 

issue of inequities in access was also raised. Long-term care, in particular, remains labour-intensive, and the 

idea that AI could solve workforce shortage problems was debated. 

A further key issue, shortly covered in previous paragraph, concerns the evolving balance between public and 

private funding, and the distinction between universality of services - the range of healthcare services that are 

publicly guaranteed - and universalism, which is the principle that defines who is entitled to access these 

services. Therefore, policy reforms may affect both the scope of the publicly financed benefit package and the 

degree of population coverage, leading to different combinations of financial responsibility and access rights 

for individuals. A shift towards greater private funding could also increase inequalities in access and outcomes. 

Potential policy levers to sustain public systems include increasing revenues through taxes on unhealthy 

behaviours, environmental taxes on pollutants, and taxes on financial gains. 

Furthermore, the epidemiological transition was raised as a structural trend requiring significant adaptation of 

healthcare systems. It refers to the shift in causes of disease and death from communicable illnesses (e.g. 

tuberculosis) to non-communicable diseases such as diabetes, heart disease, and Alzheimer. This transition 

demands a different care model, with less reliance on hospitals and greater emphasis on primary care, long-

 

27 During the discussion, it was also suggested that the demographic transition could change the composition of the 
electorate, as well as broader economic and political dynamics. This could influence policy priorities, potentially leading 
to a greater allocation of public resources towards long-term care and healthcare services, for example. 
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term care, and community-based services. These chronic conditions require continuous management, but with 

effective prevention and treatment, individuals can maintain a high quality of life. 

Overall, the discussion emphasised that healthcare systems face interconnected structural challenges, where 

demographic change, evolving disease patterns, and technological developments interact with institutional and 

political constraints. These highlight the need for an integrated policy approach combining investment in 

workforce quality and working conditions, strengthened skills development and recognition systems, and the 

careful, complementary use of technology. Altogether, these dynamics are synthesised in the scenario matrix 

presented in Table 9.  

 

Table 9: Scenario matrix on healthcare at the macro level  

 Workforce shortages Skills development 

Population ageing 

Increasing shortage due to 
ageing workforce and rising 

demand. Without intervention, 
shortages become structurally 

severe. 

Need for improved qualifications, 
lifelong learning and recognition 

of migrant skills to sustain 
workforce supply. 

Technological change an AI 

Limited impact on shortages, as 
long-term care remains highly 

labour-intensive. Technology can 
support but not replace workers. 

Growing need for digital and 
technological skills, supported by 
training initiatives, while ensuring 
technology complements rather 

than replaces care work. 

Epidemiological transition 

Rising demand for long-term and 
chronic care increases pressure 

on workforce supply, especially in 
primary and community care. 

Growing need for skills in chronic 
disease management and 

prevention. 

   

 
4.5.4 EU benchmarks and initiatives for healthcare services  
There are several EU-level initiatives related to healthcare services. Healthcare serves as a core element of 

the European Pillar of Social Rights. Prior to the COVID-19 crisis, EU health policy already focused on 

preventing chronic diseases, improving access to healthcare and enhancing quality through, amongst others, 

digital health services. After the pandemic, these priorities were complemented by a stronger focus on 

preparedness in the face of polycrises, notably through the European Health Union28. This initiative also 

promotes cross-country cooperation (e.g. the EU Health Data Space29), cancer prevention and a horizontal 

approach across policy areas such as education, work and digital environments to improve mental health.  

Healthcare and care are further addressed in the European Care Strategy30 (2022-2027). This initiative brings 

together policies on ECEC and long-term care, including support for persons with disabilities, with a focus on 

personalised care and future needs. Simultaneously, it highlights key challenges such as workforce shortages, 

skills gaps and the role of informal carers. The upcoming European Care Deal (2027) is expected to address 

ageing-related pressures and increasing long-term care requirements. At the same time, the EU Anti-Poverty 

Strategy31 (2026) promotes a lifecycle approach by encouraging integrated access to services and facilitating 

exchanges on how to foster a dignified old age. It also contributes to initiatives such as the revision of the 

 

28 European Health Union 
29 European Health Data Space Regulation 
30 A European Care Strategy 
31 EU Anti-Poverty Strategy 

https://commission.europa.eu/topics/public-health/european-health-union_en
https://health.ec.europa.eu/ehealth-digital-health-and-care/european-health-data-space-regulation-ehds_en
https://ec.europa.eu/commission/presscorner/detail/en/ip_22_5169
https://employment-social-affairs.ec.europa.eu/policies-and-activities/social-protection-social-inclusion/addressing-poverty-and-supporting-social-inclusion/eu-anti-poverty-strategy_en
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Council Recommendation on health-enhancing physical activity32 (2013). The forthcoming Strategy on 

Intergenerational Fairness (2026) will further address these issues through a longevity roadmap and an index 

including access to quality healthcare. 

 

5. Methodological approaches 
to test policy-relevant 
scenarios  
 

5.1 EUROMOD 
 
5.1.1 What is EUROMOD?  
The Scenario Development Workshop aimed to identify a set of coherent and policy-relevant scenarios 

concerning investment in social policies and services. These scenarios can be operationalised and empirically 

tested using microsimulation modelling in WP6. The resulting evidence will subsequently feed into the macro 

agent-based model to analyse system-level dynamics and the long-term outcomes of investment in social 

services. In what follows, EUROMOD and its applications are discussed. 

EUROMOD (EM) is the tax-benefit microsimulation model for the European Union. It enables researchers to 

estimate, in a harmonised and comparable manner, the effects of taxes and social benefits on household 

incomes across all EU Member States. In essence, EM incorporates detailed information on a wide range of 

tax-benefit rules for each country. These rules are applied to rich micro-level household data (usually EU-

SILC), including demographic characteristics and income components, to simulate the functioning of national 

tax-benefit systems. The standardised structure of EUROMOD makes it a powerful tool for cross-country 

comparative analysis of existing tax-benefit policies, as well as for exploring hypothetical or counterfactual 

scenarios (Sutherland & Figari, 2013). 

While EUROMOD is primarily used to analyse the effects of tax liabilities, social insurance contributions and 

cash social benefits on household income, the model can be extended to incorporate in-kind benefits and their 

fee structures. This extension enables the inclusion of non-cash income components in distributional analyses 

(Van Havere & Verbist, 2026). 

EUROMOD is a static microsimulation model (Sutherland & Figari, 2013). This means that individuals’ 

characteristics - both socio-demographic attributes and potential behavioural responses - are assumed to 

remain fixed over time. Consequently, the model is primarily used to analyse first-order (or “day-after”) effects 

of policy changes on redistributive outcomes such as poverty and inequality. In recent years, EUROMOD 

developers at the Joint Research Centre have begun integrating behavioural responses - so-called second-

order effects - into the model infrastructure. These extensions mainly focus on labour supply adjustments 

arising from tax-benefit reforms. 

 

32 Council Recommendation on promoting health-enhancing physical activity across sectors 

https://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=OJ:C:2013:354:0001:0005:EN:PDF
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5.1.2 From policy discussion to testable scenario 
Although the Scenario Development Workshop did not produce policy scenarios that are directly transferable 

into EUROMOD, the discussed dimensions and policy benchmarks provide valuable input for developing a set 

of testable scenarios. 

1. Policy reforms 

The uniform architecture of EUROMOD makes it a powerful tool for cross-country comparative analysis of 

proposed or hypothetical policy reforms, particularly with regard to income distribution, work incentives and 

fiscal sustainability. These reforms can take several forms. 

First, a policy swap scenario can be implemented. In this type of reform, a policy from one country is transferred 

to another. In other words, a policy from country A is implemented in country B, allowing for the evaluation of 

its impact within a different socio-demographic context. 

For example, the workshop highlighted that affordability is a key constraint in accessing early childhood 

education and care services, with Italy serving as a case where costs can be relatively high. Income-based 

fee structures, as implemented in countries such as Sweden and Belgium, were proposed as a potential 

solution. Introducing the Swedish or Belgian fee scheme in Italy would allow for an evaluation of its income 

effects, particularly for disadvantaged households. 

Second, a stylised reform can be introduced. This involves a simplified “what-if” scenario applied across 

multiple countries. Such scenarios facilitate the analysis of key design features of a policy while abstracting 

from the complexity of national tax-benefit systems and cross-country institutional differences. 

For instance, a universal childcare benefit of a fixed amount could be introduced across all European countries 

to assess its effect on childcare affordability and the income position of families with young children. In 

countries with already high coverage, such a reform might prove costly without significantly improving 

accessibility. 

Third, parametric or structural changes to existing policies can be analysed. Parametric reforms involve 

changes in policy parameters, whereas structural reforms entail more fundamental redesigns of policy 

features. 

For example, a flat-rate private contribution for childcare services could be transformed into an income-based 

contribution while maintaining overall revenue neutrality and constituting a structural change. Alternatively, 

reducing the maximum private contribution from €250 to €200 per month would represent a parametric 

adjustment. 

2. Adjustment of micro-data 

During the workshop, it was emphasised that structural trends - such as demographic, digital, and ecological 

transitions - are likely to significantly reshape the socio-economic environment in which social policies operate. 

To assess the long-term economic, social and environmental returns of social investment, it is important to 

account for these shifts and potential behavioural responses. 

As EUROMOD is a static model, such dynamics are not inherently captured. However, the underlying micro-

level input data can be adjusted to reflect changes in the socio-economic environment (e.g. demographic 

transitions or economic shocks) or behavioural responses to policy reforms (e.g. labour supply adjustments). 

This allows for the analysis of the automatic stabilising properties of tax-benefit systems and the implications 

of behavioural changes for redistributive outcomes. Several approaches can be used. 

First, reweighting the input data allows adjustments to the relative size of population groups, ensuring that the 

dataset reflects projected population structures. For example, this technique can be used to simulate the 

effects of population ageing. 

Second, behavioural modelling can be incorporated. Models such as discrete choice models estimate how 

individuals adjust their behaviour - such as labour supply or participation - in response to policy changes. 
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Including behavioural effects enables the analysis of impacts on employment, unemployment, and inactivity, 

as well as on public revenues. For instance, expanding early childhood education and care services may 

enable parents to increase labour market participation; behavioural models can be used to estimate these 

effects. 

Finally, stylised adjustments can be applied to simulate socio-economic shocks. For example, technological 

developments such as artificial intelligence may disproportionately affect certain occupations. A stylised 

scenario could assume that 10%, 20%, or 30% of workers in clerical occupations transition into unemployment 

or inactivity, allowing for the analysis of the resulting distributional impacts. 

 

5.2 Macro-Agents Based Models  
The scenarios will also feed into the Macro-Agents Based Models (MABMs) of WP7 to analyse system-level 

dynamics and long-term outcomes of investments in social services at the macro level.  

MABMs simulate economies through the interactions of heterogeneous agents. For example, a baseline 

MAMB may feature (i) households, who supply labour and consume goods, (ii) firms, who hire workers and 

produce output, (iii) governments, who levy taxes, distribute subsidies and implement policies, and (iv) banks, 

who extend credit and accept deposits. Macro-level outcomes such as employment, productivity and inequality 

emerge from the interactions among these agents. These heterogeneous agents have different degrees of 

(bounded) rationality, ranging from households, who may follow heuristics and rules of thumb, to more 

sophisticated agents as central banks. Intrinsic heterogeneity enables researchers to study realistic out-of-

equilibrium dynamics, distributional effects and policy impacts across different social groups. 

Investment in social services can be incorporated into more complex MABMs. For example, if we assume that 

active household members split time between market work and caring for dependants, then investments in 

early childhood education and care may allow those active members to decrease the time devoted to childhood 

care, and thereby increase labour supply in the short run, while also fostering further skill acquisition.  

The model can address several outcome domains, including wellbeing (e.g. household income), inclusion (e.g. 

income inequality, poverty rate, gender employment gap) or sustainability (e.g. fiscal sustainability of welfare 

state, long-run productivity). A MABM is particularly useful for testing counterfactual policy scenarios and 

evaluating social service interventions, such as the scenarios that were developed during the workshop. 

The exact modelling choices, as well as the calibration of the parameters, will be grounded in both the ABM 

economic literature and the work carried out in the other Work Packages of the SWINS project.  
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6. Conclusion 
This report discusses a set of coherent and policy-relevant scenarios concerning investment in social policies 

and services, developed during the Scenario Development Workshop. It focuses on three macrotrends that 

will influence the evolution of socio-economic systems: demographic change, digitalisation and the green 

transition. The report covers four key social services: labour market policies, early childhood education and 

care, educational policies and healthcare services. For each of these services, we develop micro- and macro-

level scenarios and discuss key EU-level policy initiatives related to them. The report also outlines how these 

scenarios can be further operationalised within the SWINS project, particularly through microsimulation 

modelling and Macro-Agent-Based Models, thereby supporting the ex-ante assessment of the returns to social 

investment 

This report should primarily be understood as a working document for the SWINS consortium, and particularly 

for the partners involved in the microsimulation exercises and macro-modelling activities (WP6 and WP7). The 

objective of the workshop was not to produce predictive scenarios, but rather to establish a shared conceptual 

and operational framework capable of translating broad structural transformations and policy configurations 

into analytically tractable modelling assumptions. 

Several methodological insights emerged from the discussions. First, conceptualising scenarios through the 

interaction between landscape dynamics and socio-technical regimes proved useful for structuring the 

modelling exercise. Distinguishing between long-term structural macrotrends - such as demographic ageing, 

digitalisation and the green transition - and alternative policy and institutional configurations provides a 

coherent way to organise scenario development and manage the complexity of simulations across different 

modelling layers. 

Second, the distinction between outcome-protecting and adaptivity-oriented policies emerged as particularly 

relevant for both analytical and modelling purposes. While some interventions primarily aim to mitigate the 

short-term consequences of structural changes by providing income protection and compensation, others seek 

to enhance the resilience of individuals, households, and institutions by investing in human capital, preventive 

services, care infrastructure, and activation measures. Some interventions can achieve both outcomes 

simultaneously. This distinction proved especially useful in clarifying the different temporalities, causal 

mechanisms and expected outcomes associated with alternative policy configurations. 

Third, the discussions contributed to identifying a broad set of operational policy parameters and target values 

grounded in existing EU  policy frameworks and benchmarks. EU initiatives and targets - including the Porto 

Social Targets, the European Care Strategy, the Child Guarantee and the emerging Human Capital agenda - 

provide important reference points for calibrating plausible and policy-relevant scenarios. In this respect, the 

workshop highlighted the importance of constructing scenarios that remain connected to ongoing European 

policy debates rather than relying exclusively on hypothetical assumptions detached from institutional 

trajectories. 

Fourth, the need to strengthen the integration between micro-level and macro-level modelling perspectives 

was highlighted. Several structural dynamics discussed during the workshop - including demographic ageing, 

technological transitions and changing care needs - simultaneously affect household behaviour, labour market 

participation, sectoral dynamics and welfare sustainability. This implies that scenario assumptions cannot be 

operationalised independently across modelling components, but require coherent feedback mechanisms 

linking behavioural adaptation, institutional change and macro-economic transformations. 

Finally, the workshop confirmed that scenario development inevitably involves a balance between analytical 

complexity and operational feasibility. Not all relevant dimensions can be fully operationalised within standard 

modelling environments, particularly when considering behavioural adaptation, quality dimensions, territorial 

disparities or long-term systemic transformations. Nevertheless, the discussions demonstrated that it is 



 

34 

 

possible to identify analytically meaningful simplifications capable of preserving the policy relevance of 

scenarios while ensuring their empirical tractability within the SWINS modelling architecture. 

Overall, the workshop provided an important step towards constructing an integrated analytical framework 

capable of linking structural transformations, social investment strategies and welfare outcomes across 

different temporal and institutional scales. The discussions and operational proposals developed during the 

workshop will therefore constitute an important basis for the subsequent empirical and modelling activities of 

the project. 

.
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