Measuring Decent Work: Pilot Decent Work Country Profiles


Indicator Definition Sheet (Statistical Indicator)

Social security

M – Public social security expenditure (% of GDP)

Relevant ICLS resolutions, etc.: 

· Resolution concerning the development of social security statistics
Adopted by the Ninth International Conference of Labour Statisticians (April-May 1957)

· SNA – System of national accounts
Indicator definition: 

Numerator
Total annual public social security expenditure is the sum of expenditure (including benefit expenditure and administration costs) of all existing public social security/social protection schemes/programmes in the country. The scope of the indicators corresponds to the scope the Social Security (Minimum Standards) Convention, 1952 (No.102) which established nine classes of benefits: medical care, sickness benefit, unemployment benefit, old-age benefit, employment injury benefit, family benefit, maternity benefit, invalidity benefit and survivors’ benefit, plus other income support and assistance programmes, including conditional cash transfers, available to the poor and not included under above classes. 

Denominator: 

Gross domestic product and, as mentioned below, as a complementary indicator, total general government expenditure. 
Nominators and denominators should be expressed in national currency units, current prices.

For analytical purposes this indicator will be disaggregated into health and non-health public social security expenditure. And, when possible and depending on data availability, disaggregate the non-health social security expenditure into old age benefit expenditure and other non-health social security expenditure.

Complementary

Public social security expenditure as a percentage of the total general government expenditure to properly reflect spending effort in countries with different “size” of governments in terms of size of overall public expenditure.

Desegregation by sex:  No 
When showing benefit expenditure – however it requires data on beneficiaries and benefits paid to be available by gender on selected branches of social security (old-age pension etc.) it is possible to estimate proportion of total benefit amounts received by men and women 
Preferred primary data source: [E.g. LFS, establishment survey, administrative records]

· National aggregates: National accounts (general government accounts, expenditure by function), government finance statistics (expenditure by function) – desired functional desegregation of expenditure often not available

· Primary: Administrative scheme data

Existing data repository: 
· IMF, Government Finance Statistics (GFS) database

· OECD – SOCX database (social expenditure database) 

· Eurostat – ESSPROSs database

· ILO – Social security inquiry database

· WHO – Whosis for data on public health expenditure and national health accounts

· CEPAL – RISALC Latin America data on social expenditure

Interpretation:

· Total public social security expenditure synthesizes the overall public redistributive effort and is closely correlated with overall coverage. It is a useful indicator for comparative purposes  at the national and scheme levels but its interpretation presents inherent difficulties (either in global level, composition and changes over times) in relation to further contextual information (legal framework, economic and social context):

· While social protection expenditure is – in the longer run - positively correlated with overall coverage (its scope, extent and level), it may also be changing due to factors other than coverage changes:

· Changes in social security expenditure are often countercyclical - a fall in total public social security expenditure in percentage of GDP could result from higher employment rates (declining unemployment) or from a reduction in occupational injuries which could point towards progress.

· In specific branches (like for example employment injury insurance) increase or decrease in expenditure may be result of changes in the need or utilization of those benefit (like more or less accidents at work) and not changes in coverage. 

· Aggregate expenditure can be distributed in various ways among lower and higher income population: expenditure may be high (or increase) as a result of expansion of a specific generous programme for relatively narrow, better-off group of the population (like civil servants, military etc.)

· This indicator should be analysed in relation to the different branches covered at the statutory level and the respective share of the different branches (health, old age, unemployment). In many developing countries do not have, at a statutory level, a comprehensive social system covering the 9 branches as mentioned above. One common situation is a system covering long-term benefits (old age, survivors and invalidity) and work injury benefit.

· Comparison across countries is difficult as countries differ with respect to level of taxes imposed on social benefits directly and indirectly. When such taxation rules change over time within the country, it should affect also interpretation of changes in social protection expenditure.

· Demographic structure and in particular share of older persons, is another factor that can have a direct impact on old age and health expenditure and accordingly to the global public expenditure indicator.

· The size of the formal and informal economy has direct implications on the coverage of social insurance and other contributory schemes.

· As far as possible it is very useful to disaggregate expenditure, and data could thus be presented at a greater level of detail. 

· Social security systems around the world relate to various institutional structures, including public, private and mixed; compulsory and voluntary; universal and targeted programmes. This indicator relates to public expenditure and has to be considered in relation to the national context and the possible development of private social security schemes. In many countries private (mandatory or voluntary) expenditure substitute expenditure on public programmes. In LA and EEC countries with a large private mandatory funded schemes, focusing only on public expenditure will not provide an accurate picture of the social protection expenditures. This is an example of countries where this indicator should be analysed in combination with private expenditures (making the distinction between mandatory and voluntary expenditures).
· Many of these arrangements are employment based but not all. Covered population groups can go beyond workers, as the common goal of social security is to provide basic protection against the financial consequences of basic life contingencies for workers and their families.
Literature: 
· ILO Social security inquiry manual

· Eurostat ESSPROS Manual and user guidelines

· OECD Socx interpretive guide

· IMF, Government finance statistics, 2001 and related documentation 

· Resolution concerning the development of social security statistics

· Convention 102

· Adema etc on net social expenditure

· SECSOC Methodological note on Social Protection Expenditure and Performance Reviews (SPERS)
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