SOCIAL EXPENDITURE UPDATE 2016

www.oecd.org/social/expenditure.htm

Key Facts

Figure 1. Public social spending is worth 21% of GDP on average across the OECD
Public social expenditure as a percent of GDP, 1960, 1990 and 2016
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Note: Estimated for 2016, on the basis of national sources for non-European OECD countries, OECD (2016), OECD Economic Outlook, No. 99, as in
June 2016 and EC DG ECFIN (2016), the European Union's Annual Macro-economic Database (AMECO) as in May 2016. For detail on the underlying
methodology regarding estimates for recent years, see Adema, W., P. Fron and M. Ladaique (2011), “Is the European welfare sta te really more expensive?
Indicators on social spending, 1980-2012 and a manual to the OECD Social Expenditure Database (SOCX)", OECD Social, Employment and Migration
Working Papers, No. 124, www.oecd.org/els/social/expenditure.htm.
Instead of 2016, data for Mexico refer to 2012, 2013 for Japan, 2014 for Turkey and 2015 for Canada, Chile and New Zealand. Data for Chile, Isr ael and
Slovak Republic refer to 1995, for Slovenia to 1996, and for Latvia to 1997 instead of 1990. Data for 1960 are only available for Australia, Austria, Belgium,
Canada, France, Finland, Germany, Ireland, Italy, Japan, Netherlands, New Zealand, Norway, Sweden, United Kingdom and United States.
Source: OECD (2016), OECD Social Expenditure Database, www.oecd.org/social/expenditure.htm.

Figure 2. Pensions and health are the main spending areas,
but growth has slowed down since the crisis
A. Public social expenditure by broad social policy area, as a percent of GDP, in 2014 or latest year available
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B. Average annual growth rate in real public social spending by category, 2005-2009 and 2010-2013
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Note: Data for Australia, Canada, Chile, Israel, Korea, New Zealand refer to 2014, they refer to 2012 for Greece and Poland, 2011 for Mexico otherwise
they refer to 2013. Old age refers to “old age and survivors” and labour market refers to “unemployment and active labour market programmes”. Data for
the period 2005-2009 refer to the average of each annual growth rate from 2005 (ie. 2004/05) to 2009 (i.e. 2008/09).

Figure 3. Countries spending more on the working-age population tend to have lower levels
of income inequality
A. Percentage of public social benefits in cash paid to the
lowest quintiles and social expenditures as % of GDP,
working-age population, 2013

B. Public spending on cash income support to the
working-age in % of GDP and Gini coefficient of
disposable income, working-age population, 2013

Note: The working-age population refers to 18-65 year-olds. Lowest/highest quintile is defined as 20% of the population living the lowest/highest
equivalised disposable income. Data refer to current transfers received from public social security. Values of the Gini coeff icient range from 0 in the case of
“perfect equality” (each person receives the same income) and 1 in the case of “perfect inequality” (all income goes to the person with the highest income).
Measure of income inequality is based here on people’s household disposable income – post-taxes and social transfers.

Figure 4. From gross public to total net social spending, as a percent of GDP at market prices, 2013

Note: The figures in brackets refer to the ranking of countries in term of gross public and net total social expenditure from numbe r 1 being the highest
spender to the lowest, i.e. the United States ranks 24th in OECD in term of gross public social expenditure and 2 nd in terms of net total social expenditure .
Data on TBSPs for the Netherlands were estimated using available information for 2011; indicators on direct taxation of benefit income for Switzerl and
were also estimated on basis of available information for 2012 and TBSPs were estimated as well to account for cantonal and c ommunal tax breaks. Data
for Greece, Mexico and Poland refer to 2011. Data are not available for Latvia.
The “Net tax effect” includes direct taxes and social contributions, indirect taxes and net tax breaks for social purpose sim ilar to cash benefits (TBSPs).
TBSPs also include favourable tax treatment of “current” private social benefits (e.g. donations to charities or exemptions o f private health insurance
contributions) and favourable treatment of pension saving that “ultimately” benefits households (e.g. favourable tax treatment of private funds). The value
of the TBSPs toward “current” private benefits is not included in this figure, as it is equivalent to financing of private so cial benefits, and thus has to be
excluded to avoid double counting when calculating total net (public and private) social spending. For methodological reasons there is no comprehensive
cross-nationally comparable dataset on the value of TBSPs for pensions. Because of the complexities with calculating the value of tax reliefs for pension
that are given at various stages (e.g. including tax exemptions for contributions to private pensions and tax relief for inve stment income of capitalised
pension funds) there is no fully comparable cross-national data set available on TBSPs for pensions. Hence, available data are not included in the overall
calculation of net total social spending.
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Source
Please source this note as: OECD (2016), "Social Expenditure Update
2016: Social spending stays at historically high levels in many countries”.

Useful links

Notes

This document as well as all figures and underlying data can be
downloaded via http://www.oecd.org/social/expenditure.htm.

Throughout this document, (↗) (or ↘) in the legend relates to the
variable for which countries are ranked from left to right in
increasing (or decreasing) order.

SOCX is available via the OECD statistical browser OECD.Stat. To
facilitate international comparisons, this information is related to
gross domestic product, gross national income, total government
expenditure, and in purchasing power parities per head.

The statistical data for Israel are supplied by and under the
responsibility of the relevant Israeli authorities. The use of such data
by the OECD is without prejudice to the status of the Golan Heights,
East Jerusalem and Israeli settlements in the West Bank under the
terms of international law.

