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Our World

Government spending as share of GDP, 2023 in Dats

Total government spending, shown as a share of gross domestic product (GDP). It includes interest paid on
government debt.
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Data source: International Monetary Fund (2025) OurWorldinData.org/government-spending | CC BY

Note: Data for general government® (includes central, state, and local governments and social security funds) is used when available. When
not, data refers to central government?.

1. General government The general government refers to all levels of government: central (or federal), state (or regional), and local, as well as
social security funds. It represents the broadest government level used in international comparisons of public finances.

2. Central government The central government encompasses all national-level administrative departments and ministries. There are two main

sub-definitions:
° : The core ministries, departments, and agencies directly financed through the main central government budget.
° : Includes the budgetary central government plus extrabudgetary funds and social security funds that operate

outside the main budget. The specific funds can vary by country, but can include e.g., pension, health, and unemployment funds.



Government spending as share of GDP, 1880 to 2023

Total government spending, shown as a share of gross domestic product (GDP). It includes interest paid on
government debt.
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Data source: International Monetary Fund (2025) OurWorldinData.org/government-spending | CC BY

Note: Data for general government® (includes central, state, and local governments and social security funds) is used when available. When
not, data refers to central government?.

1. General government The general government refers to all levels of government: central (or federal), state (or regional), and local, as well as
social security funds. It represents the broadest government level used in international comparisons of public finances.

2. Central government The central government encompasses all national-level administrative departments and ministries. There are two main
sub-definitions:

° : The core ministries, departments, and agencies directly financed through the main central government budget.
° : Includes the budgetary central government plus extrabudgetary funds and social security funds that operate
outside the main budget. The specific funds can vary by country, but can include e.g., pension, health, and unemployment funds.



Government spending on education as a share of GDP et

Total annual general government® spending on all levels of education, expressed as a percentage of GDP?.
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Data source: UNESCO Institute for Statistics (2025); Tanzi & Schuknecht (2000) OurWorldinData.org/financing-education | CC BY

1. General government The general government refers to all levels of government: central (or federal), state (or regional), and local, as well as
social security funds. It represents the broadest government level used in international comparisons of public finances.

2. Gross domestic product Gross domestic product (GDP) is a measure of a country's economic performance. It represents the total monetary
value of all final goods and services produced within its borders over a specific time period, typically annually or quarterly.

GDP includes consumption, government spending, investments, and net exports (exports minus imports). It can be measured in current prices
(nominal GDP) or adjusted for inflation to reflect GDP in constant prices (real GDP).

GDP is used to gauge the health of an economy, with increases indicating growth and decreases signaling contraction. Policymakers, economists,
and analysts use GDP to make informed decisions, track economic trends, and make comparisons between countries.



Government health spending as a share of GDP, 1960 to 2024 Ourvord

This metric captures spending on government funded health care systems and social health insurance, as well
as compulsory health insurance.
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Data source: OECD (2025); OECD (1993); Lindert (1994) OurWorldinData.org/financing-healthcare | CC BY

Note: Health spending includes final consumption of health care goods and services (i.e. current health expenditure). This excludes spending
on capital investments.



Public social spending as share of GDP Our World

Social spending includes, among others, the following areas: health, old age, incapacity-related benefits,
family, active labor market programmes, unemployment, and housing.
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Data source: OECD (2023); OECD (1985); Lindert (2004) OurWorldinData.org/government-spending | CC BY

Note: Data for general government?, which includes central, state, and local governments and social security funds.

1. General government The general government refers to all levels of government: central (or federal), state (or regional), and local, as well as
social security funds. It represents the broadest government level used in international comparisons of public finances.



Functions of awelfare state

A Insurance and life-cycle smoothing: shift from family
to state

A Redistribution: income highly unequal => median
voter gains from equalization

A NEXT FEW SLIDES LOOKS AT INEQUALITY AND
EFFECTS OF REDISTRIBUTION ON REDUCTION
OF INEQUALITY



Inequality of incomes before and after redistribution

Inequality of incomes, as measured by the Gini Coefficient. Higher values reflect more ineguality.
| The red bar shows the level of 'market income’ inequality (gross wages and salaries + self-employment income + capital and property income).

| The blue bar shows the level of disposable income’ inequality (disposable income = market income + social security cash transfers + private transfers - income tax).
Shown is the latest available data, which depending on the country is from 2012 to 2014.
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Data source: OECD

The data visualzation is available at QurWordnData.org, There you find the raw data and more visualizations on this topic, Licensed under CC-BY-SA by the author Max Roser.



Income inequality: Gini coefficient before and after tax, 2023

Inequality is measured in terms of the Gini coefficient® of income before taxes on the horizontal axis and after

taxes on the vertical axis.
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1. Gini coefficient The Gini coefficient is the most commonly used measure of inequality.

OurWorldinData.org/economic-inequality | CC BY

It is typically used as a measure of income inequality, but it can be used to measure the inequality of any distribution - such as the distribution of

wealth, or even life expectancy.

It measures inequality on a scale from O to 1, where higher values indicate higher inequality. This can sometimes be shown as a percentage from 0

to 100%, this is then called the ‘Gini Index’.

A value of O indicates perfect equality - where everyone has the same income. A value of 1 indicates perfect inequality - where one person receives

all the income, and everyone else receives nothing.
Read more in our article: Measuring inequality: What is the Gini coefficient?

2. Equivalization Equivalization is a statistical technique used in household income surveys to allow for fairer comparisons in living standards

between households of different sizes or age compositions.

With each additional member, a household's needs grow but - due to economies of scale in consumption - not in a proportional way. A household
with three members does not need three times the housing space, electricity, heating etc. as a single-person household to achieve the same

standard of living.

In the process of equivalization, each household's actual income level is scaled up or down to find the “equivalent” income that would be needed for
a given standard household size to achieve that same standard of living. This requires making assumptions about the economies of scale in
household consumption, and different 'equivalence scales' for making such an adjustment are in common use.



Taxation of top incomes (Atkinson 2007)
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Figure 4.8 Percentage reduction in after tax shares compared with before tax shares, UK
19372000



Top marginal income tax rate, 1900 to 2017

Top marginal tax rate of the income tax (i.e. the maximum rate of taxation applied to the highest part of income)
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Data source: World Inequality Report (2018) OurWorldinData.org/taxation | CC BY



Reduction in income inequality before and after tax

Percentage reduction in the Gini coefficient® of income when measured after taxes and benefits, as compared
to before taxes and benefits.
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Note: Reductions relate to percent, not percentage points i.e., a reduction in the Gini from 0.4 to 0.3 gives a value of 25%. Income has been
equivalized?.

1. Gini coefficient The Gini coefficient is the most commonly used measure of inequality.

It is typically used as a measure of income inequality, but it can be used to measure the inequality of any distribution - such as the distribution of
wealth, or even life expectancy.

It measures inequality on a scale from O to 1, where higher values indicate higher inequality. This can sometimes be shown as a percentage from 0
to 100%, this is then called the ‘Gini Index’.

A value of O indicates perfect equality - where everyone has the same income. A value of 1 indicates perfect inequality - where one person receives
all the income, and everyone else receives nothing.

Read more in our article: Measuring inequality: What is the Gini coefficient?

2. Equivalization Equivalization is a statistical technique used in household income surveys to allow for fairer comparisons in living standards
between households of different sizes or age compositions.

With each additional member, a household's needs grow but - due to economies of scale in consumption - not in a proportional way. A household
with three members does not need three times the housing space, electricity, heating etc. as a single-person household to achieve the same
standard of living.

In the process of equivalization, each household's actual income level is scaled up or down to find the “equivalent” income that would be needed for
a given standard household size to achieve that same standard of living. This requires making assumptions about the economies of scale in
household consumption, and different 'equivalence scales' for making such an adjustment are in common use.



Income share of the richest 1% (before tax), 1910 to 2023

The share of income received by the richest 1% of the population. Income here is measured before taxes and
benefits.
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Data source: World Inequality Database (WID.world) (2025) OurWorldinData.org/economic-inequality | CC BY

Note: Income is measured before payment of taxes and non-pension benefits, but after the payment of public and private pensions.



Income inequality: Gini coefficient, 1975 to 2023 Our World

The Gini coefficient® measures inequality on a scale from O to 1. Higher values indicate higher inequality.
Depending on the country and year, the data relates to income (measured after taxes and benefits) or to
consumption, per capita®.
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1. Gini coefficient The Gini coefficient is the most commonly used measure of inequality.

It is typically used as a measure of income inequality, but it can be used to measure the inequality of any distribution - such as the distribution of
wealth, or even life expectancy.

It measures inequality on a scale from O to 1, where higher values indicate higher inequality. This can sometimes be shown as a percentage from O
to 100%, this is then called the ‘Gini Index’.

A value of O indicates perfect equality - where everyone has the same income. A value of 1 indicates perfect inequality - where one person receives
all the income, and everyone else receives nothing.

Read more in our article: Measuring inequality: What is the Gini coefficient?

2. Per capita (income) “Per capita” here means that each person (including children) is attributed an equal share of the total income received by all
members of their household.



How do welfare states achieve inequality
reduction?

Il n di fferent wayse



Three types of welfare state? (Esping-Andersen

A

1.

1990)

Method fails to replicate (Scruggs & Allan 2008)!
Liberal (e.g. U.K.) reducing poverty

A Beveridge report, 19421n establishing a national
minimum, it should leave room and encouragement for
voluntary action by each individual to provide more
than that minimum for himself and his family

Corporatist (e.g. France) maintaining
stability

Social democratic (e.g. Sweden) achieving
equality
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N o O s

Explaining variation

Economic development
Left-wing parties
A female legislators
Political institutions
A political inputd representativeness
A state capacityd veto points
Social homogeneity, especially racial or ethnic
Distributions of income and unemployment risk
Beliefs
Endogenous: type of welfare state



Government spending as share of GDP vs. GDP per capita, 2022

Total government spending as a share of gross domestic product (GDP). It includes interest paid on
government debt. GDP per capita is adjusted for inflation and differences in living costs between countries.

Government expenditure (% of GDP)
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Data source: International Monetary Fund (2025); Bolt and van Zanden - Maddison Project Database 2023

Note: GDP per capita is expressed in international-$* at 2011 prices. Data for general government?® is used when available. When not, data
refers to central government?®.

OurWorldinData.org/government-spending | CC BY

1. International dollars International dollars are a hypothetical currency that is used to make meaningful comparisons of monetary indicators of
living standards.

Figures expressed in constant international dollars are adjusted for inflation within countries over time, and for differences in the cost of living
between countries.

The goal of such adjustments is to provide a unit whose purchasing power is held fixed over time and across countries, such that one international
dollar can buy the same quantity and quality of goods and services no matter where or when it is spent.

Read more in our article: What are international dollars?

2. General government The general government refers to all levels of government: central (or federal), state (or regional), and local, as well as
social security funds. It represents the broadest government level used in international comparisons of public finances.

3. Central government The central government encompasses all national-level administrative departments and ministries. There are two main
sub-definitions:

° : The core ministries, departments, and agencies directly financed through the main central government budget.
° : Includes the budgetary central government plus extrabudgetary funds and social security funds that operate
outside the main budget. The specific funds can vary by country, but can include e.g., pension, health, and unemployment funds.



Baldwin & Huber (APSR, 2010)

FIGURE 5. Public Goods Provision and National Wealth
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Wilezien and Soroka (BJPS 2019) T Trends in welfare spending
and attitudes to welfare spending in the USA

A Welfare spending
has been going up In
the USA as
elsewhere

A But preferences for
relative spending
suggests US public
always want same or
less

A How to reconcile the
two?

.-
@

(% More - % Less)
-60
T




Table 1. Modeling relative preferences, across individuals and time

Relative preferences for spending: B (s.e.)

Column 1 Column 2 Column 3

Spending (100s, per capita); —0.055*** (0.007) —0.068*** (0.007) —0.075*** (0.005)
Time trend 0.011*** (0.001) —0.026*** (0.006) —0.004 (0.005)
Unemployment; 0.062*** (0.011) 0.044*** (0.007)
GDP (1,000s, per capita); 0.069*** (0.011) 0.061*** (0.008)
Gini (*100); —0.080*** (0.011)
Female 0.007 (0.009) 0.008 (0.009) 0.007 (0.009)
Age —0.003*** (0.000) —0.003*** (0.000) —0.003*** (0.000)
Education (HS) —0.091*** (0.013) —0.091*** (0.013) —0.090*** (0.013)
Education (HS +) 0.012 (0.015) 0.012 (0.015) 0.014 (0.015)
Work: Unemployed 0.201*** (0.026) 0.199*** (0.026) 0.198*** (0.026)
Work: Student/home/retired 0.113*** (0.012) 0.113*** (0.012) 0.112*** (0.012)
Family income: 2nd Quartile —0.178*** (0.013) —0.178*** (0.013) —0.178*** (0.013)
Family income: 3rd Quartile —0.237*** (0.014) —0.238*** (0.014) —0.238*** (0.014)
Family income: 4th Quartile —0.258*** (0.015) —0.258*** (0.015) —0.260*** (0.015)
Race: Black 0.374*** (0.014) 0.374*** (0.014) 0.374*** (0.014)
Race: Hispanic/other 0.128*** (0.022) 0.127*** (0.022) 0.128*** (0.022)
Region: Mid Atlantic —0.077** (0.024) —0.079** (0.024) —0.077** (0.024)
Region: EN Central —0.054* (0.024) —0.056* (0.024) —0.055* (0.024)
Region: WN Central —0.055* (0.027) —0.056* (0.027) —0.056* (0.027)
Region: S Atlantic —0.093*** (0.024) —0.095*** (0.024) —0.094*** (0.024)
Region: ES Central —0.104*** (0.028) —0.105*** (0.028) —0.104*** (0.028)
Region: WE Central —0.101*** (0.026) —0.102*** (0.026) —0.100*** (0.026)
Region: Mountain —0.055* (0.028) —0.056* (0.028) —0.056* (0.028)
Region: Pacific —0.045 (0.025) —0.047 (0.024) —0.045 (0.024)
Constant 2.151*** (0.044) —0.056 (0.354) 3.467*** (0.539)
N 26,290 26,290 26,290

N (groups) 27 27 27

Cells contain coefficients and standard errors from an GLS regression estimated with random effects for years. Ordered logit models are
included in Appendix Table A2. *p <0.05; **p <0.01; ***p <0.001.
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Estimated Absolute Preferences (1-3)

e ¢ 0 n o mycychcal sffeqpgsmnvpeefefences for redistabution
[as a result of GDP growth]. That upward trend in preferences is partly offset by
ncome inequality, which
counter-cyclical economic effects owing specifically to unemployment, which produce
short-term ebbs and flows in support for welfare around the upward trend driven by
long-t er m e c o n o miVieziergandSeroka (BaPS 2019)
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Figure 2. Estimated absolute preferences for welfare spending
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Socia security expenditure as % of

Party politicsand welfare spendng c. 1980
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A estimate this accounts for half the difference between USA and

Europe



Politicd structure and welfare spendng c. 1980
(Huber & Stephen001 table 4.1)
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Social welfare spending

Ethnic or Racial Homogeneity

Racial division (Alesina & Glaeser

2004) Fitted values
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Income distribution and risk structure
Structure of income distribution (Lupu & Pontusson 2011)

A compressed upper half => middle-earners feel closer to rich =>
oppose redistribution
A compressed lower half => middle-earners feel closer to poor =>
support redistribution
A Compare with the, fAwe are the 99%
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