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(Figure 1) Composition by function of Public Social Expenditure in OECD

France (29.5) 123 2.5 8.4 30
Sweden (27.7) 7.4 5.2 33 7.2
Belgium (27.3) £ 7.3 75 18
Austria (26.8) 12.4 5.3 63 15
Denmark (26.7) 56 6.8 68 5.2

italy (25.9) 145 29 70 10

Finland (25.3) 24 5.0 61 40
Germany (25.2) 10.5 3.8 7.9 22
Hungary (23.1) 3.7 5.4 5.0 27

Portugal (23] 113 3.9 87 s

Spain (22.7) 3.4 53 65 17

Greece (22.3) 122 22 6.1 15

United Kingdom (21.9) 5.8 5.1 73 34
Netherlands (20.9) 47 5.4 72 2.5
Luxembourg (20.9) 67 6.2 57 18

Poland (20.2) 10.8 3.4 43 0.5

lapan (19.8) EE] 15 (X3 22
Norway (19.8) 46 51 54 43

New Zealand (19.8) 4.4 5.6 77 18
Ireland (19.7) 41 6.6 67 16
Slovenia (19.7) 35 3.0 61 09
Switzerland (18.5) 5.3 4.1 80 17
Czech Republic (18.1) 7.4 EE) 56 10
Australia (17.8) ES 25 59 31
Canada (17.6) 4.2 4.9 73 03
United States (17) 6.1 21 77 05
Estonia (15.9) [ 21 46 L1}
iceland (15.7) D 2.0 58 41
Slovak Republic (15.6) 5.7 3.3 5.4 08
israel (15.5) 4.8 4.2 41 22
Turkey (10.7) 5.5 0.7] 44 0.1
Chile (9.7) E 15 31 15
Korea (8.4) 2.0 1.1 36 13
Mexico (7.4) HEEEEEIZ700 24

00 5.0 100 150 200 250 30.0 350

®Pension  MincomeSupport M Health  Social Services

Note: 1) Public social expenditure is divided into cash benefits (pension and income support)
and benefit in kind (social services and health).
2) Active Labor Market Programs can not be separated into cash benefit and benefit in
kind and are thus excluded.
3) The descending order of the countries is by the public social expenditure as % of
GDP.
4) Public social expenditure as % of GDP is shown in the parenthesis.
Source: OECD (2014).
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o] AAE BATl| gloj-= OECDE] 2871=S tIido @ & 1157 AEX S o] &

AgEe] 2Xe v 2tk /M 289 Wed 33 AREAAE Ase
OECD AR EAAEZEAIE AH8sliem, 1909 A4 GDP 44&¥ 711 27]
1919 44 GDP, GDP A2 #eh 44 GDPs} 79 W% A&E OECD =+
AREAE, AT 88EY weE2d 248, LEED P& A== OECD 187
=N SAE ARSIl dEdeld ARE IMEF ARE AHskslen <lF
T AmE AA - o]9 (2013) A9} o] Patsiurko et al. (2012) &) AEE

AHESFA T 1E]al GDP tiH] R FAl AkEs AEA - o] (2013) oA 9 o
IMFe] 282 vlge g sl OECD AF&.9} Reinhart and Rogoff (2009) ¢ 25

_

g-gato] ASAE B ARE AFESIGiTE rR Yo R AYFel A5tAE
3} ZH A2 A&E Van Vliet and Caminada (2012) & 28 AFE3IITE =z 1
$HT Pt #dE AEE OECDOIA F 7FA Wade AlgstaL et & A7
A= WA 15 ARSI 6

olgfdt ARE T B AT Qo] M o] HE ¥4 Agd ASMHAe
OECD 7]zl whe} thadt o] FE38ith. OECDOIAE 33 AR EAIA &L
T 7 W ARgste] FEeka vk shvbe AR A Ropd R i Aad
5 AE, Al ¥ 9, B, 7 A5 w2 A 2RO, A%, 7Y,
71ef ARSI A Foke] 971A] o= 1%%% Holx thE shs Hof FeE=

o] A dFweleh EHA R e Witk aela o] F Uk R W
He M= o] Ho] EEE ol (Figure 2)9F 2ol #@d 5 Stk |,
A7 B ABIEAAES] AR A Eob $ ASH B A ZRaNE dRF
osk @EFAR TES] oY) Wl shtE Fold B it M £ A
TolAE ol 7 el met g ABIEAAE $ AE ARAMEaE T
Tate] B4l A&t

6) OECDoX = wA 1 (version 1) ZF A 2 (version 2) 2 F-&38te] AlFstn 9lon, & t} A
EE S 712 2L BT FYUsh WA 12 ARAEEY 7M7) 485HA] g
HI RO R 1985~2008A7HA] Algo] 7hsata, WA 28 AIRAREES 77t 4844 §F
© 2 1998~2008A7FA] A1-g-o] 7lssith
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(Figure 2) Structure of Public Social Expenditure

Public Social
Expenditure
Cash Benefit in Active Labor
benefit kind Market Programs
‘ ‘ Active Labor
. Income Social — / 3
Pension . Health Market
support services Programs
Incapacit; L
Old-age | H PACY 1L Old-age Health
related
Survivors M Family M Survivors
Incapacity
— Unemployment
related
—  Housing H Family
Other social
— . HUnemployment
policy areas
H  Housing

Other social
policy areas

Note: This Figure is reconstructed from the content of Figure in Adema and Ladaique (2005), p. 14.
Source: Adema and Ladaique (2005).

GDP 788 OECDA 7F4-2 Zt =7PH PPPE 3te 22 GDP2l 21 (log)
#olA 1 28-S H-P FEE ARl W gk W g2 ARgSkdith o= A
o] A MFe F 7 AAS BF 7R AL 9lo] o] F FAIE AlAs] ¥
& s Wl 23] ﬁﬂo]ﬂr. we 2A AR FHEEA = Van Vet
and Caminada (2012) & A5 3 AFAE& AED S AL&sAh ol ZAAx7}

LT AFE A3 FEAPE X] W2 gk Apolo] Hler A= HFHFIL
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ARl A& AEALT T3 dolgta & 5 U]

N
r
©
)
By
I
9
)
r;

Ao 2 OECD =7ke A9 E Ure 23
(1990) ©] AR EA] =748 AA 371 o= v
SRk o] 2] gt HellA B drH w7EC] FEEI AAE vl s =7

< =28 =S RS oY Yghso] B4 A AL = Al ok e
A - o] (2013) AAAHE o] ThE AFECAA AR EAIT7HE FEsild A
Hkedsle] Esping-Andersen (1990) o] ¥l F38< F7l8tal 45 57k AR
stk Fenger (2007) € de Frel (2009) &9 AslE WolEo] Priejet FH=,
Ex2uplol, AR 5 FA FAFY I7IRATF AAZE gk =S AR =
72 B35t 24X 23 Beblavy et al. (2011) 9F Ametepe and Hartmann-
Hirsch (2010), Z12]a 1738 9] (2009) oA EF3tar ol vle} o] 23 (HF5)
ZFo] Irtr BERsigon, O}O]"%Et Evdal and Fridriksdottir (2012) <+
Beblavy et al. (2011) & o] ARRIFF] =7 EH =70 2 E/3ITh #H]
oo 2 Esping-Andersen (1990) ©] &3+ (HT) Fo| I7I2 BEFsI9Y Ad=9} of
gejols 247} ARB|FF] 7kl i =7k 22 AR FeIla St WA
=, B7] < 78t =7t ERekith

AF7HA] AHE HFES 4 ﬂ%}ﬂd (Table 1)¥} (Table 2)9} 2om, <Table
DelM s 2t gl tigh AHS Felstia (Table 2)dxe HFE9] 7|2
AAE A28tk

AHsfA4]= Esping-Andersen

= ZJ\]_% =ut 7<4 o7 /\Lo)\qu

11

ully

(

}_

=i mlo

7) B A AFEE A A2 AR E Van Vliet and Caminada (2012) 2] B2 <1 Arkz] 22
A} ZM| A=} (average production worker tax wedge: APWT) & o] z}gof] tfjal Ao &
£ “The APWT is the effective tax rate at average wage level. It is based on the actual
tax wedge including social security contributions and other cash benefits. In most cases
the tax systems contain allowances and credits which reduce taxable income and actual
tax due. Furthermore the taxable income is often subject to bracket systems with higher
taxes rates at higher income levels. "]t}
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(Table 1) Variable Description

97

Variable Definition
PENg S-year average of public pension as % of GDP
SOCg S-year average of social services as % of GDP
ER1, ER2, 5-year average of employment rate by age group (15-64, 30-39, 40-49,
ER3, ER4, ER5| 50-59, and 60-69)
GDPpc 5-year average of growth rate of real GDP per capital
InlnitGDPpc Log of real GDP per capita in the initial period
INF S-year average of inflation rate
PopGr 5-year average of growth rate of population
Openness 5-year average of trade openness (%)
Ethnic 5-year average of ethnic fractionalization (%)
GGovDebt 5-year average of general government debt as % of GDP
GDP_gap S-year average of GDP gap
RRAPW S-year average of replacement rate of unemployment benefit
APWT 5-year average of effective tax rate (stax wedge)
TUD S-year average of union density
EmpP S-year average of employment protection legislation
Dummy variables for region by the type of welfare states
1=Liberal (United States, England, Canada, Ireland, Australia, New
Zealand)
2=Corporatist (conservative) (Japan, Germany, France, Switzerland,
Luxembourg) ,
Rel-Reb 3=Social democratic (Sweden, Denmark, Norway, Finland, Austria,
Belgium, Netherlands, Iceland),
4=Southern Europe (Italia, Greece, Portugal, Spain),
5=Transition countries (Poland, Hungary, Slovak Republic, Czech
Republic),
6=0Other countries (Korea, Mexico, Turkey)
Pd1-Pd6 Dummy variables for 5-year periods from 1980 to 2009
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A. Variables for the Analysis of the Effect on the Employment

fH7e A 63 - A4 35

(Table 2) Summary Statistics

Variable Obs. Mean Std. Dev. Min Max
ER1 115 66. 14 7.49 48. 28 81.51
ER2 115 79. 23 5.25 60. 18 91.32
ER3 115 79.79 6.43 56. 93 93.02
ER4 115 65. 24 10. 56 42.21 84. 65
ER5 115 24. 54 11.93 4.65 54. 30
PENg 115 7.54 2.73 3.13 14.33
SOCg 115 2.02 1.65 0.05 7.14
GDPpc 115 1.73 1.79 -2.22 9.07
GDP_gap 115 0.37 1.62 -3.36 5.71
RRAPW 115 54. 86 17.86 5.84 85.93
APWT 115 26. 90 7.78 14.42 46. 47
TUD 115 34.93 19.74 7.62 81.99
EmpP 115 2.03 0.98 0.21 4.17
B. Variables for the Analysis of the Effect on the Economic Growth
Variable Obs. Mean Std. Dev. Min Max
GDPpc 146 1.75 1.76 -2.22 9.07
PENg 146 6.97 2.99 0.74 14.33
SOCg 146 1.90 1.63 0.04 7.14
InInitGDPpc 146 10. 07 0.37 9.01 11.13
INF 146 5.58 12.78 -0.52 149.51
PopGr 146 0.59 0.47 -0.26 1. 86
Openness 146 74.61 43.73 17. 44 308. 62
Ethnic 146 24.27 20. 16 0.20 74.63
GGovDebt 146 56. 51 29. 04 6.27 191. 50
V. ASEA
1. 130 o|xl= L&
24 AF 3 AL 288 FIAE 9ol UG #A Avhe (Table
3> ~(Table 6yl His}dt}. o] 7534% % (Table 3>3’Jr (Table 4= ¥22] 23}
So] drhd Bl 7RIS Hlawskr] el =7t 3k Al7]e] whE 7 ARl a1
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f B3t gl Zolgta 7P g ek w4 Adelth (Table 5) ¢
(Table 6)& &3 aoAsH A 0lA 9 SV 7P 3 oAkgka) A 1te]
FHAATE Qlojok dvhe TP S esket sid 419 Aaolnh. sid 4 A
720t H|2EL0) Ad 60~69419] 755 AQlsta ng ZatRg o] Aije] ]
3 delgutngel Ayt ¥ AsEe Ao® Yehdth 60~69412] 173 &3}
o] Azl 9lojgutrae] Ayt (Table 6yo] HuEo] dEd, nPEaR
W A BH R tiu|ste] w5 248 FWF FAACE FoaiA ¥

= AYstae 7 2F] FHAH/= FARIE 60~69419] 75 aF-¢-21t
Bl 2E Ao ngaAEY o] JJojiany FAEY o AsHe 3oR
yehd A 32 A5 GDP tiB] Hl59 Zol7} m7PH 5400 wE Afelo]
7] W2l Ao Holt, <Tab1e 37} (Table 5)& 34 A7 F2 ARS|AH| 27}
154158 64M17FA1 9] 7 1%%‘&?4 B&E A= BIE wAT Aol
(Table 4)9} (Table 62 A%< F ©l AlEsksted 30~3941<F 40~494], 50~59
Al, 60~69412] 31-8-El %Zi AT 2 ARIAR| 27 v 298 A% 2

&

i

oflt

2 | e eagel Aggat B 2zt 03 SR
AR RS bl JRAA7E glofok sl kg Wl A1 BREA L 8

B |

9) FeHaAcH BHL 371 nREA IAY exgtE Auiss o) @A) e
739 BlEEHQ] F o] " = 7] ulEel o] BAE s Hl id B4 siith
g B4 3wy gatedge Wslx] o 7t 7P a4 itke ZRgela EAs e
W Ao gd w8 gL 7 g7 n/E54 A eakety) AyuiS ko] Azt gl vt
Aol B3t e 7P 16540 EAgthd nganny £40] g8y vt
2 =71 1654l EAlA @a exdal A ko] AaAdA ) glohd deoj gzt
2y BXMo] g&Aoth(FIQly - HFA, 2012; HFTL - o, 2013)

10) 3h¢-2%t Hl2EE o xlaly} s 7ke] AadA7) givke A7 35S S8 1
woRge] BNz glojanngel BA 3 ol Mo Any} Ui JeRE BEI.
ek ARTPde] Z)ZbEd wy gakrgel B4 Axrl dx4de] e Ao dhhe A%}
do] Aesw dejgntrge] B Anpr) Ao e Aoz B 4 Jrh(RQl] - HIF

A, 2012).
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(Table 3) Results of Pooled OLS

1 2 3) (@ (5) (6)
VARIABLES Employment rate (age 15-64)
-0.961** -0.773%* | -0. 877** -0. 683*
Pensions
(0.353) (0.369) | (0.338) (0. 356)
1.745% | 1.421% 1.797** | 1.518%
Social Services
(0.883) | (0.817) (0.860) | (0.811)
Growth rate of real GDP ~0.760 ~0.507 1 -0. 666
per capita 0.312) | (0.324) | (0.315)
0. 7497** 1 0. 822%** | 0, 783***
GDP gap
(0.170) | (0.218) | (0.200)
) ) 0.079 | 0.121** | 0.088* | 0.091* | 0.127** | 0.099**
Replacement rate of unemployment
benefit (0.051) | (0.050) | (0.047) | (0.052) | (0.050) | (0.048)
-0.157 |-0.295**| -0.197 | -0.141 |-0.270**| -0.183
Tax wedge
0.129) | (0.119) | (0.124) | (0.124) | (0.116) | (0.117)
0. 095 0. 031 0.025 | 0.101* 0. 030 0. 026
Union density
(0.056) | (0.069) | (0.065) | (0.056) | (0.070) | (0.067)
-1.635 | -2.074 | -1.919 | -2.010 | -2.362 | -2.277
Employment protection legislation
(1.393) | (1.683) | (1.417) | (1.397) | (1.658) | (1.409)
68. 448***164. 066***|69. 377***|63. 173***|60. 565***|64. 651 ***
Constant
(6.409) | (6.319) | (6.373) | 6.197) | (5.518) | (5.862)
Observations 115 115 115 115 115 115
R-squared 0. 648 0. 651 0. 684 0. 651 0. 665 0.692

Note: 1) Dummy variables for region and period are included in regression but excluded from

the table.

2) Robust standard error clustered at country level is shown in parenthesis
*
p<0.1.

3) *** p<0.01, ** p<0.05,
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(Table 4) Results of Pooled OLS by Age Group

(1) 2) 3 4) (5) (6) (7) ®)

Employment rate | Employment rate | Employment rate | Employment rate

VARIABLES
(age 30-39) (age 40-49) (age 50-59) (age 60-69)

0.028 | 0.092 | 0.040 | 0.138 |-0.967**|-0.865"* |-2.253***-2. 190***
Pensions
(0.251) | (0.237) | (0.241) | (0.235) | (0.409) | (0.395) | (0.738) | (0.725)

0.220 | 0.291 1.102 1.208 |3.107**%|3.217"** | 1.639 1.703
Social Services
(0.493) | (0.475) | (0.714) | (0.711) | (1.038) | (1.033) | (1.151) | (1.159)

Growth rate of real GDP 0. 402 0. 764 -0.811 -0. 601
per capita (0. 249) (0.323) (0.378) (0. 556)
0. 780*** 0, 749*** 0.736** 0.128
GDP gap
(0.167) (0. 166) (0. 324) (0. 388)

0.102** 1 0.109** | 0.078* | 0.091* | 0.080 | 0.094 | -0.026 | -0.017
Replacement rate of

unemployment benefit | (0, 045) | (0,045) | (0.045) | (0.046) | (0.069) | (0.069) | (0.105) | (0.104)

-0.088 | -0.073 |-0.232***|-0. 218***|-0. 455" **|-0. 443***|-0. 648 **|-0. 647***
Tax wedge
(0.082) | (0.078) | (0.082) | (0.077) | (0.144) | (0.138) | (0.196) | (0.197)

0.089% | 0.089* | 0.094 | 0.095 | 0.077 | 0.079 | 0.051 | 0.053
Union density
(0.050) | (0.051) | (0.062) | (0.063) | (0.092) | (0.092) | (0.144) | (0.144)

. 0.505 0.255 | -0.643 | -1.038 | -2.554 | -2.966 | -3.810 | -4.071
Employment protection

legislation (1.024) | (1.010) | (L127) | (L.137) | (2.000) | (1.962) | (2.696) | (2. 644)
71 339***(68. 010***[80. 827***|75. 636***(73. 516***|68. 095***|58. 839***|55. 470***
Constant
(4.720) | (4.370) | (5.418) | (4.813) | (8.983) | (8.008) | (13.021) | (13.091)
Observations 115 115 115 115 115 115 115 115
R-squared 0.52 | 0.582 | 0.59 | 0.593 | 0.707 | 0.706 | 0.553 | 0.550

Note: 1) Dummy variables for region and period are included in regression but excluded from
the table.
2) Robust standard error clustered at country level is shown in parenthesis.
3) *** p<0.01, ** p<0.05, * p<0.1.
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(Table b5) Results of Radom Effect Model

(1) @ (3) (4) (5 )

VARIABLES Employment rate (age 15-64)
-1. 089*** -1..028%**(-0. 809*** -0. 754**
Pensions
(0. 314) (0.315) | (0.295) (0. 293)
1. 041 0.759 1.152% 0.944

Social Services
(0.648) | (0.616) (0.624) | (0.608)

Growth rate of real GDP per -0.592 -0.3767 | -0.581

capita 0.227) | (0.227) | (0.227)

0.760"** | 0. 795*** | 0. 779***
GDP gap
0.175) | (0.180) | (0.176)

0. 038 0. 048 0. 044 0. 049 0. 053 0. 057
Replacement rate of

unemployment benefit 0.042) | (0.044) | (0.042) | (0.040) | (0.041) | (0.040)

-0.061 | -0.247** | -0.075 | -0.096 |-0.219**| -0.106
Tax wedge
0.110) | (0.101) | (0.110) | (0.103) | (0.094) | (0.101)

0.047 | 0.050 | 0.028 | 0.082 | 0.075 | 0.061
Union density
(0.056) | (0.061) | (0.058) | (0.056) | (0.058) | (0.056)

. -0.662 | -0.018 | -0.577 | -0.633 | -0.058 | -0.510
Employment protection

legislation (0.936) | (0.967) | (0.936) | (0.890) | (0.897) | (0.889)
66. 858***|60. 479***|66. 584 **60. 664***|56. 415%**|60. 149***
Constant
(5.452) | (5.387) | (5.408) | (5.234) | (5.107) | (5.135)
Observations 112 112 112 112 112 112
R-squared 0. 654 0. 630 0. 682 0. 658 0. 639 0. 689
Number of CodeN 25 25 25 25 25 25

Note: 1) Dummy variables for region and period are included in regression but excluded from
the table.
2) Robust standard error is shown in parenthesis.
3) Overall R? is reported as R? of Random Effect.
4) *** p<0.01, ** p<0.05, * p<0.1.
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(Table 6) Results of Panel Analysis by Age Group

by @ (3) @ (5 (6) Y ®) 9 (10
Random effect Fixed effect
VARIABLES Employment rate | Employment rate | Employment rate Employment rate
(age 30-39) (age 40-19) (age 50-59) (age 60-69)

0470 | -0.308 | -0.405 | -0.144 |-1.305%**|-1.039***|-2. 166***-1, 983***|-2. 173***|-1. 914***
(0.286) | (0.267) | (0.333) | (0.318) | (0.378) | (0.349) | (0.521) | (0.501) | (0.602) | (0.569)
0.039 | 0.191 | 0.653 | 0.828 | 1848™ | 1.923** | 1478 | L.517 | 0.676 | 0.598
(0.550) | (0.536) | (0.648) | (0.658) | (0.766) | (0.763) | (L048) | (1.060) | (1.404) | (1.438)

Pensions

Social Services

Growth rate of real | 0547 -0.650% -0.467* -0.402 0,42
0. 734%** 0.800%** 0.661*** 0.032 -0. 051
GDP gap
(0.177) (0.192) (0.191) (0.290) (0.279)

Replacement rate of 0.009 | 0.005 | 0.026 | 0.037 | 0.017 | 0.023 | 0.068 | 0.070 | 0.094 | 0.106

unemployment benefit| (0,039) | (0.037) | (0.045) | (0.044) | (0.050) | (0.047) | (0.069) | (0.068) | (0.077) | (0.077)

-0.025 | -0.035 | -0.066 | -0.095 | -0.154 | -0.182 |-0.399** |-0.466***| -0.393* |-0.500**
0.101) | (0.094) [ 0.117) | (0.110) | (0.131) | (0.119) | (0.180) | (0.172) | (0.204) | (0.191)
0.053 | 0.071 | 0.055 | 0.084 | -0.048 | -0.031 | -0.150 | -0.136 |-0.321%** 0. 304°*
(0.053) | (0.05) | (0.061) | (0.061) | (0.070) | (0.068) | (0.096) | (0.09) | (0.115) | (0.117)
0.231 | 0.128 | -0.738 | -0.827 | -0.286 | -0.247 | 3.774** | 3.820** |4.496*** | 4.576***

Tax wedge

Union density

Employment protection
legislation (0.886) | (0.843) | (0.999) | (0.967) | (1.071) | (1.019) | (1.487) | (1.496) | (1.588) | (1.604)

79, 368"**(75. 002***(83, 040" **(76. 840™** |68, 599***|63. 765" **|35. 205***|32. 426™** |48, 914***|47. 336™**
(4.925) | (&.597) | (5.713) | (5.557) | (6.649) | (6.507) | (9.089) | (8.984) | (11.073) | (11.298)
Observations 112 112 112 112 112 112 112 112 112 112
R-squared 0.491 | 0.522 | 0.560 | 0.577 | 0.642 | 0.650 | 0.409 | 0.409 | 0.538 | 0.529
Number of CodeN 2 2 2 2 2 2 2 2 2 2

Constant

Note: 1) Dummy variables for region and period are included in regression but excluded from
the table.
2) Robust standard error is shown in parenthesis.
3) Overall R? is reported as R? of Random Effect.
4) *** p<0.01, ** p<0.05, * p<o0.1.
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(Table 7) Results of Pooled OLS including Share of
Employment by Industry

w | o | o] o] o | e

VARIABLES Employment rate (age 15-64)
-0. 725 -0.391 -0.532 -0.183
Pensions
(0.510) (0.461) | (0.551) (0. 505)
2.098** | 1.955** 2.079** | 2.007**
Social Services
(0.804) | (0.834) 0.793) | (0.848)
Growth rate of real GDP | -0.941%* | -0.913** | -1.005"*
per capita (0.387) | (0.356) | (0.399)
0.574* | 0.706** | 0.714**
GDP gap

(0.315) | (0.284) | (0.294)

Replacement rate of 0. 069 0.134** 0.116** 0. 083 0. 141** 0.133**
unemployment benefit | (0.056) | (0.050) | (0.053) | (0.060) | (0.056) | (0.059)

-0.285" | -0.362"" | -0.283"* | -0.316" | -0.345"* | -0.309**

Tax wedge
(0. 166) (0. 131) (0.137) 0.172) (0.133) (0. 141)

-0.006 | -0.119* | -0.110 0.003 -0.108 | -0.103
(0.053) | (0.069) | (0.071) | (0.051) | (0.070) | (0.076)
Emp]oyment protecﬁon ’1. 032 ’0. 650 ’1. 102 ’1. 423 ’1. 385 ’1. 611

Union density

legislation (1.971) | (1.633) | (1.691) | (2.166) | (1.673) | (1.852)

Share of Employment of | 0.042 | 0.026 | 0.001 0.082 | 0.043 | 0.034
2 Industry (0.199) | (0.181) | (0.184) | (0.218) | (0.222) | (0.222)

Share of Employment of | ~0.060 -0.171 -0. 255 0.048 -0.121 -0. 155
3 Industry 0.352) | (0.225) | (0.271) | (0.392) | (0.276) | (0.326)

Constant 69. 558*** [ 70. 217*** | 78. 233*** | 56. 655** | 62. 206*** | 65. 393***
(23.875) | (14.363) | (18.492) | (24.459) | (16.508) | (20.490)
Observations 84 84 84 84 84 84

R-squared 0.712 | 0.754 | 0.758 | 0.699 | 0.746 | 0.747

Note: 1) Dummy variables for region and period are included in regression but excluded from
the table.
2) Robust standard error clustered at country level is shown in parenthesis.
3) *** p<0.01, ** p<0.05, * p<o0.1.
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(Table 8) Results of Pooled OLS including Share of Employment by Industry,
by Age Group

(1 2) () @) (5) (6) () ®)
Employment rate Employment rate Employment rate Employment rate
(age 30-39) (age 40-49) (age 50-59) (age 60-69)
0.071 0. 204 0.212 0.453 -0.830 | -0.545 | -1.551 | -1.306
(0.410) | (0.393) | (0.510) | (0.605) | (0.584) | (0.695) | (0.972) | (0.941)
-0.083 | -0.022 1.046 LO45 | 4.004*** | 4,007*** | 3.551** | 3.527**

(0.599) | (0.608) | (0.828) | (0.866) | (1.107) | (1.106) | (1.501) | (1.497)

VARIABLES

Pensions

Social Services

Growth rate of real -0. 679" -1.092%** -1.298** -1.080
GDP per capita (0. 355) (0.356) (0.493) (0.718)
0.636** 0.446 0.554 0. 304
GDP gap
(0.272) (0. 286) (0.447) (0. 549)

Replacement rate of | 0.105* | 0.117° | 0.09 | 0.105 | 0.102* | 0.119* | 0.054 | 0.067
unemployment benefit | (0,054) | (0.059) | (0.056) | (0.064) | (0.058) | (0.062) | (0.085) | (0.08)
0.148 | -0.155 | -0.288** | -0.339** | -0.455** | -0.515** | -0.512 | -0.572*
(0.129) | (0.126) | (0.124) | (0.144) | (0.271) | (0.189) | (0.326) | (0.321)
0.051 | 0.054 | 0.023 | 0.0%2 | -0.071 | -0.060 | -0.097 | -0.087
(0.062) | (0.064) | (0.076) | (0.082) | (0.092) | (0.099) | (0.153) | (0.156)
Employment protection | 1304 | 0.824 | -0.137 | -0.397 | -1.809 | -2.139 | -0.619 | -0.75

Tax wedge

Union density

legislation (1184) | (L.245) | (1.394) | (L705) | (2.446) | (2.740) | (4.576) | (4.801)
Share of Employment of| -0.017 | -0.008 | 0.194 | 0.260 | 0.041 | 0.117 |-1012** | -0.934**
2" Industry (0.171) | (0.188) | (0.228) | (0.264) | (0.321) | (0.368) | (0.385) | (0.413)
Share of Employment of| -0.062 | -0.014 | -0.075 | 0.074 | -0.538 | -0.364 | -L.261* | -1.09
3" Industry (0.223) | (0.235) | (0.323) | (0.403) | (0.408) | (0.489) | (0.676) | (0.654)
T1.595%** | 64, 164*** | 73.006*** | 56.496™* | 95.380%** | 75.836** | 141, 212** | 123, 679**
Consiant (14.673) | (13.980) | (20.728) | (25.310) | (29.683) | (33.028) | (51.009) | (47.035)
Observations 84 84 84 84 84 84 84 84
R-squared 0.623 | 0.623 | 0.651 | 0.618 | 0.761 | 0.743 | 0.672 | 0.660

Note: 1) Dummy variables for region and period are included in regression but excluded from
the table.
2) Robust standard error clustered at country level is shown in parenthesis.
3) *** p0.01, ** p<0.05, * p<0. 1.
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(Table 9> Results of Random Effect Model including Share of
Employment by Industry

w |l o | e | o] 6 | 6

VARIABLES Employment rate (age 15-64)

0. 922%** -0, 781F** | -0, 747*** -0. 591**
Pensions
(0. 287) (0. 283) (0. 281) (0. 268)
1.624*** | 1.376** 1.905%** | 1. 723***
Social Services
(0.599) | (0.592) (0.602) | (0.601)
Growth rate of real GDP |-0.467***| -0.320* |-0.442***
per capita (0.166) | (0.167) | (0.160)

0.381** | 0.391** | 0.408"**

GDP gap
(0. 163) (0. 159) (0. 152)

Replacement rate of -0. 009 0.011 0. 000 -0. 007 0. 004 0. 000
unemployment benefit 0.042) | (0.043) | (0.041) | (0.043) | (0.042) | (0.041)

-0. 255" [ -0. 385™** | -0, 251*** | -0. 271*** | -0. 334™** | -0. 246***

Tax wedge
(0. 096) (0. 086) (0. 092) (0. 097) (0. 087) (0. 091)

0. 065 0. 052 0.058 0.097" 0.089* | 0.098"*

Union density
(0. 051) (0. 052) (0. 050) (0. 051) (0. 050) (0. 049)

Employment protection -1. 643* -0. 552 -1.354 -1.760** -0. 801 -1. 396*

legislation (0.874) | (0.851) | (0.851) | (0.896) | (0.827) | (0.844)
Share of Employment of | 0.679%** | 0.641*** | 0.683*** | 0.415* | 0.421* | 0.416*
2" Industry (0.193) | (0.196) | (0.186) | (0.221) | (0.218) | (0.213)
Share of Employment of | 0.479%** | 0.485*** | 0.444** | 0.370* | 0.358* | 0.324*
3 Industry (0.183) | (0.186) | (0.178) | (0.200) | (0.197) | (0.191)
Constant 20.485 | 13.745 | 19.158 | 31.801* | 24.863 | 29.985*
(15.677) | (15.490) | (15.174) | (17.404) | (16.893) | (16.765)
Observations 81 81 81 81 81 81
R-squared 0. 666 0. 657 0. 661 0.683 0.633 0.648
Number of CodeN 22 22 22 22 22 22

Note: 1) Dummy variables for region and period are included in regression but excluded from
the table.
2) Robust standard error is shown in parenthesis.
3) Overall R? is reported as R? of Random Effect.
4) *** p<0.01, ** p<0.05, * p<O0.
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(Table 10) Results of Random Effect Model including Share of Employment by

Industry, by Age Group

o o] w]oe 6] o]e

Random Effect

VARIABLES Employment rate Employment rate Employment rate Employment rate
(age 30-39) (age 40-19) (age 50-H9) (age 60-69)
) -0,668** | -0.501* | -0.372 | -0.154 |-1.172%%*|-1.084™** | -1.452%** | -1, 448***
Pensions
(0.29) | (0.286) | (0.288) | (0.285) | (0.386) | (0.357) | (0.552) | (0.531)
0.072 0.219 0. 930 L204% | 2,672 | 2.699%** | 2.651** | 2.663**
Social Services
(0.580) | (0.59) | (0.593) | (0.626) | (0.801) | (0.801) | (1.067) | (1.076)
Growth rate of real GDP| -0.414** -0, 487*** -0, 283 -0. 062
per capita (0.169) (0.164) (0.219 (0.327)
0. 289* 0. 264 0. 447** 0. 086
GDP gap .
(0. 166) (0.162) (0.202) (0.310)
Replacement rate of | -0.063 | -0.058 | -0.042 | -0.040 | -0.003 | -0.016 | 0.188" | 0.192**
unemployment benefit | (0.041) | (0.042) | (0.041) | (0.043) | (0.056) | (0.054) | (0.077) | (0.077)
-0.150 | -0.172% |-0.264%** | -0. 305%** | -0. 348"** | -0.306** | -0.532*** | -0.523***
Tax wedge
(0.09) | (0.098) | (0.094) | (0.097) | (0.126) | (0.121) | (0.181) | (0.181)
0.130%%* | 0. 154*** | 0.107%* | 0.144%** | -0.099 | -0.094 0.002 0. 004
Union density
(0.050) | (0.050) | (0.050) | (0.051) | (0.068) | (0.065) | (0.093) | (0.092)
Employment protection | -0.838 | -0.873 | -2.220™* | -2.196™" | -2.412** | -2.832** | 7.322"** | 7.302"**
legislation (0.882) | (0.906) | (0.867) | (0.898) | (1.162) | (1.123) | (1.683) | (1.691)
Share of Employment of| 0.510°** | 0.331 | 0.770*** | 0.592*** | 0.273 -0.044 | -1.332%%*| -1.379***
2" Industry (0.186) | (0.213) | (0.188) | (0.223) | (0.253) | (0.284) | (0.346) | (0.385)
Share of Employment of| 0.340" 0.277 | 0.400** | 0.352* | -0.135 | -0.323 |-1.198***|-1.232"**
3 Industry (0.181) | 0.197) | (0.180) | (0.202) | (0.242) | (0.255) | (0.339) | (0.360)
C A7, 265*% 153, 314%** | 37.772%* | 42.373* | 70.957*** | 90. 316™** [121. 618" **|124. 289***
onstant
(15.176) | (16.727) | (15.301) | (17.523) | (20.611) | (22.333) | (28.220) | (30.303)
Observations 81 81 81 81 81 81 81 81
R-squared 0.416 0.409 0.531 0.509 0.734 0.721 0.731 0.728
Number of CodeN 22 22 22 22 22 22 22 22

Note: 1) Dummy variables for region and period are included in regression but excluded from

the table.

2) Robust standard error is shown in parenthesis.
3) Overall R? is reported as R? of Random Effect.

4 p<0.01, ** p<0.05,

* p<0.
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(Table 11) Estimates of the Effect of Pensions and Social Services on the Growth rate

1 W) ) () (5) (6)
Growth Rate of real GDP per capita
VARIABLES Pooled OLS Fixed Effect
-0. 054 -0.070** | -0.154 -0. 155
Pensions
(0.039) (0.034) (0.151) (0.152)
-0. 094 -0.125* -0. 070 -0.078
Social Services
(0.062) (0. 066) (0. 296) (0. 296)
Log of real GDP per -1.579% | -1.518% | -1.556% |[-10.406***|-10.762***|-10. 434***
capita in the initial period | () 783) | (0.786) | (0.782) | (1.590) | (1.569) | (1.601)
-0, 0217 | -0. 020*** | 0. 020*** | -0. 038™** | -0. 034*** | -0, 038***
Inflation
(0.006) | (0.006) | (0.005) | (0.010) | (0.009) | (0.010)
-0.523% | -0.462% | -0.617** | -0.942** | -0.944** | -0.934**
Population growth rate
(0. 289) (0. 251) (0. 260) (0. 437) (0. 440 (0. 440)
0.009** | 0.008** | 0.008"* | 0.030** | 0.032** | 0.030**
Trade openness
(0.003) | (0.003) | (0.003) | (0.013) | (0.013) | (0.013)
-0.011* | -0.013** | -0.011* 0.021 0. 023 0. 022
Ethnic Fractionalization
(0.006) | (0.006) | (0.006) | (0.016) | (0.016) | (0.016)
-0.006* | -0.008** | -0.007** 0.002 -0.003 0.002
Government debt
(0.003) | (0.004) | (0.003) | (0.009) | (0.007) | (0.009)
17.978** | 17.392** | 17.887** |103. 130***|105. 765" **|103. 498***
Constant
(7.207) (7.181) (7.180) (15.438) | (15.415) | (15.571)
Observations 146 146 146 145 145 145
R-squared 0.528 0. 528 0.534 0. 660 0. 657 0. 660
Number of CodeN 29 29 29

Note: 1) Dummy variables for region and period are included in regression but excluded from

the table.

2) Robust standard error for Fixed Effect and robust standard error clustered at country
level for Pooled OLS is shown in parenthesis.
3) **F p<0.01, ** p<0.05, * p<O0.1.
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An Empirical Study on the Effect of Composition of
Social Expenditure on Employment and

. %
Economic Growth
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Abstract

This paper empirically investigates the effects of pensions and social services
on employment and economic growth. Social expenditure consists of various
components, including pensions, public assistances, health insurances, social
services, and active labor market polices, each of which can have different
effects on employment and economic growth. Furthermore countries differ in
the level and composition of social expenditure due to different needs and
history. Our empirical analysis shows that pensions have a negative effect on
employment while social services a positive effect. A one standard deviation
increase in pensions decreases employment by 1.86%p~2.97%p, and a one
standard deviation increase in social services increases employment by
1.65%p~2.97%p. We also find that the effects of pensions and social services
on economic growth are not significant. From the results of our estimations,
we conjecture that the high employment in Northern European Countries is
associated with their welfare policy focused on social services. A natural policy
implication of our findings is that social services should be the key component
of social expenditure to expand employment opportunities in the process of
de-industrialization.
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