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FOREWORD

Foreword

In this post-crisis period, governments in OECD countries continue to play an active role in the
economy while undertaking major reforms to increase value for money and improve the access and
quality of public services. The set of indicators presented in Government at a Glance 2015 provides
countries with solid evidence to support the design and implementation of public sector reforms and
good practices. It presents indicators on the entire production chain of government, including
resources (financial and human), practices and procedures and key trends in performance and
results. The opening chapter offers some general policy insights emerging from the data presented in
the publication. This edition focuses on the role of governments in fostering inclusive growth and a
more inclusive society.

This work was led by Zsuzsanna Lonti of the OECD Public Governance and Territorial
Development Directorate (GOV) under the direction of Rolf Alter and Edwin Lau. It is a major
component of GOV’s work programme, which seeks to help governments at all levels design and
implement strategic, evidence-based and innovative policies to strengthen public governance,
respond effectively to diverse and disruptive economic, social and environmental challenges and
deliver on governments’ commitments to citizens. The publication was drafted by
Santiago Gonzdlez, Guillaume Lafortune, Alessandro Lupi and Daniel Sanchez-Serra. Major drafted
contributions were received from Luiz De Mello, Edwin Lau, Stéphane Jacobzone,
Julio Bacio Terracino, Lisa Von Trapp and Paloma Baena Olabe (Chapter 1: Inclusive government for
a more inclusive society); Luiz De Mello (Chapter 2: Public finance and economics); Daniel Gerson,
Tatyana Teplova and Pinar Guven (Chapter 3: Public employment and compensation);
Andrew Davies and Andrea Urhammer (Chapter 4: Institutions); Ronnie Downes,
Ian Hawkesworth, Lisa Von Trapp, Camilla Vammalle and Ihssane Loudiyi (Chapter 5: Budgeting
practices and procedures); Daniel Gerson, Christoph Demkke and Alice Lazzati (Chapter 6: Human
resource management); Janos Bertok, Julio Bacio Terracino, Maria-Emma Cantera, Jovana Blagotic,
Yukihiko Hamada, Minjoo Son (Chapter 7: Public sector integrity); Céline Kaufmann,
Christiane Arndt, Faisal Naru, Daniel Trnka, Manuel Flores Romero, Rebecca Schultz (Chapter 8:
Regulatory governance); Janos Bertok, Julio Bacio Terracino, Paulo Magina, Maria-Emma Cantera,
Minjoo Son (Chapter 9: Public procurement); Barbara Ubaldi, Arthur Mickoleit and Ryan Androsoff
(Chapter 10: Digital government); Tatyana Teplova and Pinar Guven (Chapter 12: Serving citizens).
We thank Kate Lancaster, Katherine Kraig-Ernandes, Lia Beyeler and Laura Boutin for their help in
preparing the document for publication.

This publication is the result of contributions from a wide range of sources and expertise. It
benefited from inputs provided by the OECD Public Governance Committee and the Government at a
Glance Steering Group (details in Annex F); the OECD Committee on Statistics; the Public
Employment and Management Working Party; the Working Party of Senior Budget Officials; the
OECD Expert Group on Conflict of Interest; the Working Party of Senior Digital Government Officials
(E-Leaders); the Working Party of the Leading Practitioners on Public Procurement; the Expert Group
on Innovative and Open Government; and the Working Party on Territorial Indicators. Valuable
comments have also been received from Peter Van de Ven, Jennifer Ribarsky, Catherine La Rosa-

GOVERNMENT AT A GLANCE 2015 © OECD 2015 3



FOREWORD

Elkaim and Isabelle Ynesta (OECD Statistics Directorate); Michael Hewetson and Oliver Petzold
(Centre for Tax Policy), Gaetan Lafortune, (OECD Directorate for Employment, Labour and Social
Affairs), Corinne Heckman, Soumaya Maghnouj, Ignacio Marin, Joris Ranching,
Katarzyna Kubacka, Julie Bélanger, Sophie Vayssettes (OECD Directorate for Education),
Yvan Guillemette and Sylvie Toly (OECD Economics Directorate), Messaoud Hammouya
(International Labour Organization, Geneva, Switzerland) and Zoltan Mikolas (Consultant).
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Governance at a Critical Time
for Public Policies

I-.I.-;lis fourth edition of Government at a Glace offers a comprehensive panorama of the
capacities and performance of government in OECD countries and key partners at a moment
when many are grappling with huge economic challenges and painful trade-offs. Ambitious
goals contrast with the reality of a recovery that is still fragile in many places. Reforms and
other essential programmes must proceed in a context of limited public investment. At the
same time, societies have to urgently confront long-term challenges, including sustainability
and climate change. Rising inequality is also excluding large segments of society from the
benefits of growth and is constraining the return to full economic potential. The fact that
trust in public institutions is strained does not make the task easier.

Governments are striving to leave the crisis behind and build the foundations for
strong, sustainable and inclusive economic growth. They are also trying to restore the trust
of citizens in their institutions. Government processes can help make policy outcomes
more effective and inclusive by fostering transparency and engagement, generating
evidence on the distributive effects of policies and reinforcing the system of checks and
balances to ensure that policies and regulations both serve the public interest. Open
government data (OGD) strengthens inclusiveness by proactively providing access to
information, thereby increasing transparency and creating opportunities for citizens,
businesses and civil society organisations to reuse the data in new ways.

Government at a Glance 2015 demonstrates that there is substantial scope for improving
stakeholder engagement in making and evaluating policies - a critical component of
inclusive growth. The report underlines that information and communications
technologies (ICTs) are not sufficient on their own to give citizens a greater role in
decisions that affect their quality of life. The new OECD OURdata Index reveals that many
countries have made progress in making public data more available and accessible, but
large variations remain, not least with respect to the quality of data provided.
Governments need to make participation initiatives more accessible, targeted, relevant and
appealing.

The publication also underscores that public sector integrity remains an area of
particular attention in the eyes of citizens and business. More can be done to avoid policy
and regulatory capture by vested interests. Governments must provide effective protection
to whistle blowers and extend private interest disclosure requirements to the judiciary
branch and “at risk” actors including tax and customs officials, procurement agents and
financial authorities.
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These themes and others are reflected in the set of indicators presented in this
edition. They enable evidence-based decision making and allow governments to compare
their practices and performance to others. By extending the scope and timeliness of our
governance indicators and analysis, and providing them in a variety of electronic formats,
Government at a Glance 2015 will be a critical resource for policy makers, citizens, and
researchers in their pursuit of better governance and more inclusive policies for better
lives.

Yours sincerely,
_,——-4{‘! e
T -

Angel Gurria
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Executive summary

l-.l.-;le recovery is under way and economic growth is slowly starting to pick up in the
OECD area. Fiscal consolidation is proceeding, although unemployment remains high,
while productivity growth has been low. Inequalities, in the distribution of income and
other outcomes that matter for people’s well-being, are also widening. Governments must
address these challenges to deliver stronger, more inclusive growth in the years to come; a
multidimensional approach to public policy making is needed.

Governments possess many policy levers to build the foundations for more
sustainable and inclusive societies. However, without appropriate mechanisms to prevent
the “capture” of public policy making by special interest groups, ensure effective
implementation and promote thorough monitoring and evaluation, even well-designed
policies may not deliver their expected results. The indicators provided in Government at a
Glance 2015 shed light on how inclusive governments are in terms of employment, policy-
making processes and policy outcomes.

Key findings

The overall fiscal balance of OECD countries is improving

e The budget balance of OECD countries improved by 4.2 p.p, moving from a deficit of 8.4%
of GDP in 2009 to a deficit of 4.2% of GDP in 2013.

e In 2013, the structural fiscal balance reached an average deficit of 3.5% as a share of
potential GDP in OECD countries, an improvement of 3.6 p.p. compared to 2009.

e As a result of consolidation efforts, the majority of OECD countries improved their net
saving ratio (difference between current revenues and current expenditures)
between 2009 and 2013, including countries with highly negative ratios such as Greece,
Ireland and Portugal.

e In 2013, the average debt level in OECD countries reached 109.3% of GDP. From 2013
to 2014, debt decreased in Czech Republic, Ireland, Norway and Slovak Republic, while
the highest increases in debt occurred in Slovenia, Spain, Italy and Belgium.

Government investment is low and down significantly from 2009

e Between 2009 and 2013, government investment declined by 0.8 p.p. as a share of GDP
and 1.4 p.p. as a share of total expenditures on average in OECD countries. In 2013,
government investment represented 3.3% of GDP and 7.8% of total expenditure on
average.

e In 2013, sub-central governments spent on average about 60% of total government
investment. However, in countries such as Chile, Greece and the Slovak Republic more
than 70% of government investment was carried out by central government.
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Despite reforms, public sector employment remains relatively stable as a share

of the labour force

e Employment and remuneration reforms have been used extensively by the central
governments of most OECD countries to reduce spending.

e Different tools have been used in employment reforms, including non- or partial
replacement of retiring staff, recruitment freezes, outsourcing and adjusting
remunerations, notably by reducing the remuneration for top-level officials and pay
freezes. On average, reforms have led to a moderate increase of perceived stress levels
and work intensity.

e Despite the reforms, the size of public sector employment (not limited to central
government) as a share of the labour force remains relatively stable, at just above 19%
in 2013.

Stakeholder engagement in regulatory policies is widespread but takes place

at a very late stage

e Through the 2012 OECD Recommendation on Regulatory Practices and Policies,
OECD countries committed to a “whole-of-government” approach to regulatory
practices. Many have introduced formal requirements, making substantial progress in
improving regulatory practices and quality and in complying with some OECD Council
recommendations.

e Nevertheless, the extent to which governments conduct regulatory impact assessment
and ex post evaluations of costs and benefits, trade-offs and synergies across regulations
varies significantly.

e Substantial scope remains to improve stakeholder engagement in rule-making. Citizens,
businesses, civil society organizations, etc., are generally consulted late in the process,
often when the legislative draft is presented to the government. They are rarely asked for
feedback to inform performance assessment or better implementation of regulations,
nor systematically included in early-stage discussions on the nature of the problem and
possible solutions.

Public integrity efforts are growing, but major loopholes remain

e OECD countries are paying increasing attention to conflicts of interest, but unlike post-
public employment, pre-public employment (for instance former private sector
employees, or lobbyists) is largely unregulated.

e Requirements for public officials with higher decision-making power to disclose private
interests have been further developed in most OECD countries, although the judiciary
branch and “atrisk” areas - including tax and customs officials, procurement agents and
financial authorities — display a lower level of disclosure compared to the executive and
legislative branches.

e Undue influence on the policy-making processes by vested interests is a persistent risk due
to loopholes such as unbalanced representation of interests in government advisory groups
and the movement of people between regulators and the regulated (i.e. “revolving doors”).

e Since 2009, there has been a significant increase in adoption of whistleblower protection
laws. In practice, however, effective protection remains a challenge.
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Countries are implementing open government data good practices

e Open government data empowers a new generation of citizens, businesses and civil
servants to create socio-economic value and can increase government transparency.

e According to the new OURdata Index, open data efforts were the highest in Korea, France,
the United Kingdom, Australia, Canada and Spain.

e While most countries have made significant efforts to make data available and easily
accessible, the extent to which governments actively support the reuse of public data
varies (especially with regard to the reuse inside public administrations).

Government tax benefit systems have significantly mitigated the rise in market

income inequalities, but non-income inequalities require action

e Government transfers and transfer payments represent a powerful tool to limit the
effects of rising market inequalities. In 2011, income redistribution by governments of
OECD countries reduced the GINI coefficient by more than 16 p.p.

e In some countries, government spending cuts have increased the share of expenditures
paid directly by citizens to access services, which may further increase financial barriers
for low-income people.

e A citizen-centred approach to service delivery, focusing on vulnerable people (low-income
people, immigrants, disabled, youth, etc.), and fully exploiting the potential of new
technologies may provide opportunities for more inclusive service delivery and outcomes.

GOVERNMENT AT A GLANCE 2015 © OECD 2015
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READER’S GUIDE

Reader’s guide

In order to accurately interpret the data included in Government at a Glance 2015, readers
need to be familiar with the following methodological considerations that cut across a
number of indicators. The standard format for the presentation of indicators is on two
pages. The first page contains text that explains the relevance of the topic and highlights
some of the major differences observed across OECD countries. It is followed by a
“Methodology and definitions” section, which describes the data sources and provides
important information necessary to interpret the data. Closing the first page is the “Further
reading” section, which lists useful background literature providing context to the data
displayed. The second page showcases the data. These figures show current levels and,
where possible, trends over time. A glossary of the main definitions of the publication can
be found in the final chapter of the book.

Calendar year/fiscal year in National Accounts data
Unless specified, data from the OECD National Accounts are based on calendar years.

Data for Australia and New Zealand refer to fiscal years: 1 July of the year indicated to
30 June for Australia and 1 April of the year indicated to 31 March for New Zealand. For
Japan, data regarding sub-sectors of general government and expenditures by COFOG refer
to fiscal year.

The data based on the System of National Accounts (SNA) were extracted from the OECD
National Accounts Statistics (database) and the Eurostat Government finance statistics (database)
on 8 May 2015.

Country coverage

Government at a Glance 2015 includes data for all 34 OECD countries based on available
information. 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.

Some additional non-member countries, such as Colombia, Latvia and the Russian
Federation* (accession countries to the OECD), other major economies of the world
(i.e. Brazil, People’s Republic of China, India, Indonesia and South Africa) as well as others
that have participant status to the Public Governance Committee of the OECD (e.g. Ukraine)
also supplied data for some indicators. Data for these non-member countries are
presented separately at the end of tables and figures.

* With regard to the Russian Federation, on 12 March 2014, the OECD Council “postponed activities
related to the OECD accession process for the Russian Federation for the time being” (www.oecd.org/
newsroom/statement-by-the-oecd-regarding-the-status-of-the-accession-process-with-russia-and-co-
operation-with-ukraine.htm).
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Abbreviation codes

OECD countries

Australia AUS Portugal PRT
Austria AUT Slovak Republic SVK
Belgium BEL Slovenia SVN
Canada CAN Spain ESP
Chile CHL Sweden SWE
Czech Republic CZE Switzerland CHE
Denmark DNK Turkey TUR
Estonia EST United Kingdom GBR
Finland FIN United States USA
France FRA

Germany DEU OECD accession countries*

Greece GRC Colombia coL
Hungary HUN Latvia LVA

Iceland ISL Russian Federation (hereafter “Russia”) RUS
Ireland IRL

Israel ISR Other major economies

Italy ITA Brazil (participant to the OECD Public Governance Committee) BRA
Japan JPN People’s Republic of China (hereafter “China”) CHN
Korea KOR India IND

Luxembourg LUX Indonesia IDN

Mexico MEX South Africa (participant to the OECD Public Governance Committee) ~ ZAF

Netherlands NLD

New Zealand NZL Other participant to the OECD Public Governance Committee

Norway NOR Ukraine UKR
Poland POL

* With regard to the Russian Federation, see footnote above. On 9 April 2015, the OECD Council decided to open accession
discussions with Costa Rica and Lithuania (data for these two countries are not included in the publication).

OECD averages and totals

Averages

In figures, the OECD average is presented either as unweighted, arithmetic mean and/
or weighted average of the OECD countries for which data are available. It does not include
data for non-member countries. In the notes, OECD countries with unavailable data are
listed. In the text, the reference is made for the OECD weighted average, unless otherwise
indicated.

When the two OECD averages are not shown in an indicator, the OECD average refers
to the unweighted, arithmetic mean.

If a figure depicts information for one or more years, the OECD average includes all
OECD countries with available data. For instance, an OECD average for 2009 includes all
current OECD countries with available information for that year, even if at that time they
were not members of the OECD.

In the case of National Accounts data, OECD averages are calculated until 2013, as not all
OECD countries (mainly, OECD non-European countries) have available data for 2014 .

Totals

OECD totals are most commonly found in tables and represent the sum of data in the
corresponding column for the OECD countries for which data are available. Totals do not
include data for non-member countries. In the notes, OECD countries with unavailable
data are mentioned.
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Online supplements

Several indicators include additional online tables and figures that present country-
specific data. When available, these are noted in the “Methodology and definitions” section
of the indicator. Government at a Glance 2015 also offers access to StatLinks, a service that
allows readers to download the corresponding Excel files of the data featured. StatLinks is
found at the bottom right-hand corner of the tables or figures and can be typed into a web
browser or, in an electronic version of the publication, clicked on directly.

In addition, the following supplementary materials are available online at:
www.oecd.org/gov/govataglance.htm:

e Country fact sheets that present key data by country compared with the OECD average.

e Gouvernment at a Glance statistical database that includes regularly updated data for a
selection of quantitative indicators via OECD.Stat and the publication of qualitative data
for the GOV surveys via a dedicated web platform.

e Country contextual notes that present contextual information describing some key
features of the political and administrative structures for each member country.

Per capita indicators

Some indicators (e.g. expenditures, revenues and government debt) are shown on a
per capita (e.g. per person) basis. The underlying population estimates are based on the
System of National Accounts notion of residency. They include persons who are resident in
a country for one year or more, regardless of their citizenship, and also include foreign
diplomatic personnel and defense personnel together with their families, students
studying and patients seeking treatment abroad, even if they stay abroad for more than
one year. The one-year rule means that usual residents who live abroad for less than one
year are included in the population, while foreign visitors (for example, vacationers) who
are in the country for less than one year are excluded. An important point to note in this
context is that individuals may feature as employees of one country (contributing to the
GDP of that country via production), but residents of another (with their wages and salaries
reflected in the gross national income of their resident country).

Purchasing power parities

Purchasing power parities (PPPs) are the rates of currency conversion that equalise the
purchasing power of different countries by eliminating differences in price levels between
countries. When converted by means of PPPs, expenditures across countries are in effect
expressed at the same set of prices, meaning that an equivalent bundle of goods and
services will have the same cost in both countries, enabling comparisons across countries
that reflect only the differences in the volume of goods and services purchased.

PPPs for current and historical series should be read with the following information:

e 2007,2009 and 2013: PPPs for European countries are annual benchmark results provided
by Eurostat. PPPs for non-European countries and Russia are OECD estimates.

® 2008, 2011: PPPs for all OECD countries and Russia are triennial benchmark results
calculated jointly by the OECD and Eurostat.

e 2014: PPPs for all countries are preliminary OECD estimates and should be taken with caution.

@ Chile: Data for Chile from 2007 to 2009 are OECD estimates and have been revised with
the introduction of the 2011 benchmark results.

e More information is available on the OECD PPP Internet site: www.oecd.org/std/prices-ppp.
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Composite indicators

The publication includes several descriptive composite indexes in narrowly defined
areas related to conflict of interest and open government data. These composite indexes
are a practical way of summarising discrete, qualitative information. The composites
presented in this publication were created in accordance with the steps identified in the
Handbook on Constructing Composite Indicators (Nardo et al., 2008).

Details about the variables and weights used to construct the conflict of interest and
open government data composites are available in Annex D and Annex E, respectively.
While the composite indicators were developed in co-operation with OECD countries and
are based on theory and/or best practices, the variables composing the indexes and their
relative weights are based on expert judgments and, as a result, may change over time.

Signs and abbreviations

Missing values
X Not applicable (unless otherwise stated)
pP-p. Percentage points

UWA Unweighted average

WA Weighted average

PPP Purchasing Power Parities
EUR euros

UsD US dollars
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INTRODUCTION

Introduction

The main objective of the Government at a Glance series is to provide reliable,
internationally comparative data on government activities and their results in
OECD countries and beyond. In turn, these data can be used by countries to benchmark
their governments’ performance, to track their own and international developments over
time and to provide evidence to their public policy making.

The indicators in Government at a Glance are becoming themselves a measuring
standard in many fields of public governance. In addition to the core indicators that
constitute the trademark of the publication, this third edition includes a selection of new
indicators and additional data sources, allowing for a more complete picture of public
administrations across OECD countries.

What’s new in Government at a Glance 2015?

Like in every edition, this 2015 edition of Government at a Glance provides a mix
between core chapters that are repeated in every edition and new features. The core
chapters of Government at a Glance are Chapter 2: Public finance and economics, Chapter 3:
Public employment and compensation, Chapter 7: Public sector integrity, Chapter 9: Public
procurement and Chapter 11: Core government results (entitled “Strategic governance” in
the previous edition). In addition to those core chapters, this Government at a Glance
2015 edition presents a series of new and consolidated features:

e Anew chapter on “Institutions” (Chapter 4) is introduced, focusing this year on the
centres of government, which play a key role in ensuring strategic foresight and a whole-
of-government approach to public policy reform and implementation. Depending on the
country, the centre of government institutions correspond to the Cabinet Office, the
Ministry of Finance and/or Treasury Board. This chapter is based on the responses
provided by the delegates of the OECD Network of Senior Officials from Centres of
Government to a survey conducted in 2013. Data collected through this network
represent one of the first cross-national empirical assessments of centres of
government. The content highlights the main functions and policy tools of these
institutions and provides a unique knowledge base that countries can draw on to
benchmark the performance and evolution of their centres of government.

e Chapter 8 on “Regulatory Governance” is not an entirely new chapter but had not been
updated for some time (it was last published in 2009). Recent developments in this area
have modified in large part the content of the chapter. In this year’s edition, the chapter
on regulations provides a series of indicators on the regulatory cycle and the process of
making regulations including stakeholders’ engagement and ex post evaluation. These
indicators are based on the 2014 Survey on Regulatory Policy and Governance, which builds
on the 2012 Recommendation of the Council on Regulatory Policy and Governance,
where countries have agreed to adhere to the principles of open government, including
transparency and participation in the regulatory process.
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e Chapter 12 on “Serving citizens”, provided as a special feature in 2013, has been
consolidated and now provides a broader set of internationally comparable measures on
services to citizens. Developed in close collaboration with other OECD directorates
specialised in health care and education and in close collaboration with OECD countries,
this year’s chapter focuses on three sectors: health care, education and justice. It builds
on a consolidated and structured framework to assess the degree of access,
responsiveness and quality of services to citizens.

e In addition to the new and consolidated chapters, the publication also provides new
indicators in the areas of public finances (financial net worth, gross debt), human resource
management (focus on the impact of budget constraints on HRM practices), budgeting
(health budgeting, cost-benefit analysis) and digital government (social media use by
governments and a new OURdata Index: Open, Useful, Reusable Government Data).

Definition of government

Data on public finances are based on the definition of the sector “general government”
found in the System of National Accounts (SNA). Accordingly, general government comprises
ministries/departments, agencies, offices and some non-profit institutions at the central,
state and local level as well as social security funds. Data on revenues and expenditures are
presented both for central and sub-central (state and local) levels of government and
(where applicable) for social security funds. However, data on employment refer to the
public sector, which covers both general government as well as public corporations, such
as publicly owned banks, harbours and airports. Finally, data on public management
practices and processes refer to those practices and processes in the central level of
government only.

Framework and structure of the publication

Government at a Glance covers more than the 34 OECD countries, including data, when
available, on accession countries (Colombia, Latvia and Russia) as well as other major
economies of the world such as Brazil, China, India, Indonesia and South Africa. For some
indicators, data from participant countries to the Public Governance Committee
(e.g. Ukraine) have been included. These countries play a significant and increasing role in
the world economy and in international political structures.

This third edition of Government at a Glance includes contextual information as well as
input, process, output and outcome indicators. Figure 0.1 presents the conceptual
framework for Government at a Glance.

Context

Contextual factors (online) present information on some key features of the political
and administrative structures for each OECD country. Considering contextual information
makes it possible to understand the major institutional differences and similarities
amongst countries, and thereby identify better comparators for benchmarking purposes.
In addition, the Country fact sheets (online) provide a country-by-country storyline on how
the data provided in the Government at a Glance publication apply to the specific context of
public sector reforms in OECD countries and some accession countries.

Inputs

Inputs refer to the resources used by governments in their production function, as well
as the way in which they are mixed; these resources correspond to labour and capital. The
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Figure 0.1. Conceptual framework for Government at a Glance 2015

Contextual factors (online) and country fact sheets (online)

Public finance and economics Public employment
(Chapter 2) (Chapter 3)

Institutions Budgeting practices Human resource Public sector Regulatory Public procurement  Digital government
(Chapter 4) and procedures management integrity (Chapter 7) governance (Chapter 9) (Chapter 10)
(Chapter 5) (Chapter 6) (Chapter 8)

Core government results Serving citizens
(Chapter 11) (Chapter 12)

chapters that describe these inputs are Public finance and economics, Public employment
and compensation, including indicators on government expenditures, production costs,
employment, and the role and characteristics of centres of government. Differences in
these indicators can help to understand the different capacities of governments in
producing and delivering public goods to citizens.
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Processes

Processes refer to the public management practices and procedures undertaken by
governments to implement policies. These address the means used by public
administrations to fulfil their duties and obtain their goals. In consequence, they are often
essential for ensuring the rule of law, accountability, fairness and openness of government
actions. Public sector reforms are usually targeted towards the improvement of processes;
as such they capture most of the public’s attention. This edition includes information on
institutions (centre of government), budget practices and procedures, human resource
management in times of austerity, public sector integrity (managing conflicts of interest,
lobbying rules and procedures, and asset disclosure of public servants), regulatory
governance, public procurement and digital government.

Outputs and outcomes

The dividing line between outputs and outcomes can be blurry. While outputs refer to
the amount of goods and services produced by governments, outcomes show the effects of
policies and practices on citizens and businesses. The success of a given policy should be
measured, at a first stage, by outputs but should ultimately be judged by the outcomes it
achieves. Generally speaking, outcomes refer to the effects of public programmes and
services on citizens, in terms of welfare gains, health gains, educational/learning gains,
and so on. While these outcomes can certainly be affected by the quality of programmes
and services provided, they can also be affected by other factors, such as the socio-
economic background of the population and individual behavioural factors.

In Government at a Glance 2015, the measures of outputs and outcomes are provided in
two distinct chapters:

e The Core government results chapter focuses on whole-of-government aspects such as
the confidence of citizens in their national government, perception of corruption, the
rule of law, income redistribution and broad measures of public sector efficiency
(output-based) and cost effectiveness (outcome-based).

e The Serving citizens chapter follows a sectoral approach to measuring outputs and
outcomes of public sector activities. Based on a consolidated framework developed
horizontally with other OECD directorates and in collaboration with OECD countries, the
chapter provides measures of services to citizens in terms of access, responsiveness and
quality. This year’s edition focuses on three sectors: health care, education and the
judicial system.

Future activities

In order to produce Government at Glance, the OECD works in close co-operation with
other organisations, including the International Labour Organization (ILO), the World
Justice Project, the European Commission for the Efficiency of Justice (CEPE]), Gallup and
the European Commission, to provide a comprehensive view of what governments do and
how they do it, while avoiding duplication of data collection.

Co-operation is to be strengthened as a way of ensuring the comparability of data
across countries that are covered in the publication.

For future editions of the publication, the Government at a Glance team is planning to:
e® Map public sector agencies and their characteristics.

e Update and expand the data collection on the characteristics of the public sector
workforce through the strategic HRM survey (age, gender, education level, etc.).
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@ Repeat the data collection on public sector compensation.

e Collect new data on open government practices and stakeholder and citizen
engagement mechanisms in public administrations.

e Collect data on the efficiency and performance of judicial systems for all OECD
countries, using the survey instrument of the European Commission for the Efficiency of
Justice.

Regional and country-focused editions of Government at a Glance

For the first time in 2014, a regional edition of Government at a Glance was released.
Government at a Glance: Latin America and the Caribbean 2014: Towards Innovative Public
Financial Management focused on the most relevant policy issues and topics in the region. In
addition, a country-focused edition, Government at a Glance: How Hungary Compares, was
released in May 2015, focusing on the key aspects of public sector reforms in Hungary and
comparing trends to neighbouring countries. More regional and country-focused editions
of Government at a Glance are expected to be published later in 2015 and in 2016.

All data and indicators on public governance now accessible online!

Another new feature this year is that all data collected by the OECD Public Governance
Directorate for the production of Government at a Glance (including the previous editions)
and for other purposes are available online on the OECD website. Readers interested in
using the data presented in this publication for further analysis and research are
encouraged to consult the full documentation of definitions, sources and methods
presented in the Government at a Glance publication and online. This database includes both
qualitative and quantitative indicators on public sector inputs, processes, outputs and
outcomes and will be updated on a regular basis as new data are released.
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1. INCLUSIVE GOVERNMENT FOR A MORE INCLUSIVE SOCIETY

Introduction

Inclusive growth is crucial not only for a fairer society but also for a stronger economy:.
Income gaps between rich and the poor have widened, and these inequalities undermine
economic growth and strain the relationship between government and citizens. Countries
are searching for new ways to improve living standards, while sharing the benefits of
growth more evenly across all groups in society. In responding to the challenge of inclusive
growth, the public sector has an important role to play, with respect to the inclusiveness of
the public sector itself, the inclusiveness of policy-making processes, and the inclusiveness
of the outcomes that governments seek to promote.

First, we ask whether the public sector, a major employer in the economy, is
representative of the society it serves, whether it should aspire to being an “inclusive
employer” and, if so, what that would entail. For example, Government at a Glance data show
that while women are well represented — even over-represented - in the public sector
workforce as a whole, the “glass ceiling” is still in place in the public sector as well: the higher
the level of responsibility, the fewer women hold positions. The results presented here also
illustrate the data gaps: additional breakdowns by ethnic and religious minorities, disabled
people, immigrants or indigenous populations are not available, as no internationally
comparative data exist about their representation in public employment in OECD countries.

Second, promoting inclusive growth requires strong, inclusive processes and institutions
to counteract the forces that produce inequality. In the last three decades, efficiency became
one of the most important guiding principles of how governments operate and how services
are delivered in OECD countries, often putting equity or fairness considerations on the back
burner. In pursuing inclusive public policies and practices, efficiency and equity are not
viewed as mutually exclusive; rather, inclusiveness becomes a key dimension of
effectiveness. In an inclusive approach to public policies, equity and fairness considerations
are introduced by looking at the impact of various policy options on different groups in
society. Inclusive government processes also allow civil society and the wider public to be
involved in policy making, regulation and service delivery. By gathering more input from
citizens about their needs and the impact of policies on them, open government makes
public policies more effective and public services more user friendly and user driven.

Finally, and perhaps most importantly, the test of an effective policy of inclusive
growth is whether public policies achieve their wider societal goals, from increasing access
to education and educational attainment across society to reducing disparities in life
expectancy and other key health indicators and lowering income inequality through
better-targeted tax policies. Inclusiveness — reflected in access (financial and geographical)
to public services such as education, health care and justice - in turn shapes the growth
potential of economies and the level of societal well-being.

Exploring the role of government in fostering inclusive growth requires a new look at
what we know about government performance, one that goes beyond traditional
parameters of efficiency and effectiveness. The working hypothesis of this approach is that
a more inclusive approach to policy making will play a key role in achieving inclusive
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growth, and that inclusive growth, in turn, represents a more sustainable economic model
for our societies. OECD countries have made progress in some areas — governments are
becoming more open, consultative, gender-aware, and so on - but there is much work still
to do. This chapter provides a preliminary overview, drawing on data from various editions
of Government at a Glance, to launch the debate. Over time, the reflection on how
governments and the policies and services they deliver can be organised better in the
interest of more inclusive societies will undoubtedly entail a deeper review of how we
assess the performance of government and the indicators that we use to measure it.

Towards an inclusive public sector: The importance of gender and age

Governments are increasingly concerned about the importance of diversity in public
institutions, to ensure that the needs, aspirations and experiences of a diverse range of
citizens are reflected in the decision-making process (OECD, 2011b; OECD, 2014f). To
achieve that goal, governments in OECD countries have worked over the last decades to
establish public sector employment frameworks that guarantee attention to fundamental
values such as fairness, equality, justice and social cohesion (OECD, 2008Db).

Depending on the policy area or sector, a more representative public administration
can better access previously overlooked knowledge, networks and perspectives for
improved policy development and implementation. The notion of which groups should be
represented in the public administration has expanded over the years (Pitts and Wise,
2010), and now includes a range of dimensions such as women,; racial, ethnic and religious
minorities; the poor; the elderly; the disabled; and other minority groups such as
indigenous populations.

Of all these groups, internationally comparable data are available mainly on the
representation of women in the public sector. Women are overall well represented in the public
sector workforce but still face important barriers in reaching senior leadership positions.
In 2013, on average, 59% of the OECD public sector workforce was female (Figure 1.1). Many
public sector occupations such as nurses or teachers are female-dominated. Some may offer

Figure 1.1. Share of women in the public sector and total economy, 2013
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Note: Data for Austria, Czech Republic, Finland, Ireland, Iceland, Israel, Korea, the Netherlands, Turkey and the
United States are not available. Data for New Zealand are expressed in full-time equivalents (FTEs). Data for
Australia, Greece, Hungary and Slovenia are for 2012 rather than 2013. Data for Denmark, Luxembourg and

New Zealand are for 2011 rather than 2013.
Source: International Labour Organization (ILO), ILOSTAT Database.
StatLink &i=m http://dx.doi.org/10.1787/888933247964
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more flexible working conditions, better work and family life balance and greater benefits
than private sector occupations. Still, there are important variations in the representation of
women in public sectors across OECD countries. In Sweden, Slovenia and Denmark, women
represent more than 67% of the public sector workforce, while in Mexico, Luxembourg,
Greece and Japan, the share of women in the public sector workforce is below 50%, which
may also reflect a different range of public sector functions in those countries.

The public sector has, on average, a higher share of women in the labour force than the
total economy (Figure 1.1). Japan is the only OECD country that displays a smaller share of
women working in the public sector than in the total economy.

However, the gender imbalance found in senior levels of central government
considerably limits the role of women in the decision-making process. According to OECD
(2013a), in 2010 only 29% of the top manager positions in the central government were
occupied by women across OECD countries. Similarly, in 2010 only 29% of seats for first and
second instance court presidents were filled by women (OECD, 2013a). Another illustration
of this gender imbalance can be seen in terms of political representation. In 2014, on
average, women held 26.9% of ministerial positions (Figure 1.2). The extent to which
women hold ministerial positions varies considerably among OECD countries. The
Swedish and Finnish governments were the only ones where women are equally
represented. The largest gaps between women and men in ministerial positions can be
found in the Czech Republic, the Slovak Republic, Greece and Turkey, where fewer than
10% of ministerial positions are occupied by women.

Figure 1.2. Share of women ministers
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Note: Deputy prime ministers and ministers are included. Prime ministers/heads of government were also included when
they held ministerial portfolios. Vice-presidents and heads of governmental or public agencies have not been included.
Source: Inter-Parliamentary Union (2015), “Women in Politics”.

StatlLink %i=r http://dx.doi.org/10.1787/888933248658

A similar trend can be found in the parliaments of OECD countries. In 2014, the
composition of these assemblies, elected by citizens to take decisions that affect every
aspect of their lives, did not reflect gender equality. On average, fewer than 30% of seats in
the lower and upper parliamentary houses of OECD countries were filled by women
(Figure 1.3). Those that came closest to gender balance were the lower parliamentary
houses of Sweden, Finland and Belgium and the higher parliamentary houses of Australia,
Canada and Belgium.
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Figure 1.3. Share of women in parliament, 2015
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Note: South Africa: The figures on the distribution of seats in the Upper House do not include the 36 special rotating
delegates appointed on an ad hoc basis, and all percentages given are therefore calculated on the basis of the
54 permanent seats. United States of America: Total refers to all voting members of the House.
Source: Inter-Parliamentary Union (2015), “Women in Politics”.

StatLink &i=r http://dx.doi.org/10.1787/888933247973

Governments also are seeking to respond to the demographic challenges that are
currently facing OECD countries. The changing demands of an ageing society, for example,
lead to increasing employment in health and elderly care services. Moreover, the
government workforce itself is also ageing. According to previous results, (OECD, 2009a)
central government workforces are ageing more rapidly than the rest of the society. On
average, a very large proportion (33.9%) of the central government workforce was over
50 years old in 2009. This percentage is 6.2 percentage points higher than the share of
elderly working in the total economy (Figure 1.4). Nonetheless, the share of elderly people
in the central government workforce varies considerably across OECD countries. Japan,

Figure 1.4. Percentage of workers 50 years or older in central government
and the total economy, 2009
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Note: Data for the Czech Republic, Turkey and Luxembourg are not available.
Source: OECD (2010), 2010 OECD Survey on Strategic HRM in Central/Federal Government, OECD, Paris; and International
Labour Organization (ILO), ILOSTAT Database. Data for Spain were provided by national authorities.
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Korea, Chile, Estonia and Mexico displayed a lower share of elderly in the workforce in the
central government than in the total economy. On the other hand, Belgium, Spain and Italy
had a considerably greater share of elderly in the central government than in the total
economy (difference of 18 p.p.).

Population ageing creates challenges for governments but also opportunities. Indeed,
the large share of the central government workforce who will retire over a relatively short
period of time creates an opportunity to bring staff with new skills into government. In
many OECD countries, the share of youth in the central government workforce is lower
than their share in the total economy. On average, in 2009 only 12.2% of the workforce in
the central government was under 30 years old, which is 9.6 percentage points lower than
the share of this age group in the total economy (Figure 1.5).

Figure 1.5. Percentage of workers 30 years or younger in central government
and the total economy, 2009
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Note: Data for the Czech Republic, Turkey and Luxembourg are not available.
Source: OECD (2010), 2010 OECD Survey on Strategic HRM in Central/Federal Government, OECD, Paris; and International
Labour Organization (ILO), ILOSTAT Database. Data for Spain were provided by national authorities.
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In an effort to improve diversity in their government workforces, many
OECD countries have launched specific programmes to foster the recruitment of under-
represented and minority groups. For instance, in October 2010 the United Kingdom
implemented the Equality Act, which requires public bodies with over 250 employees to
publish data on the composition of their workforce. It also encourages them to share
details of policies and programmes that address diversity, such as recruitment, equal pay,
flexible working and development. Similarly, the Gender Equality and Anti-Discrimination
Ombudsman was established by the Norwegian government in 2006 to promote equality
and combat discrimination on the basis of gender, ethnic origin, sexual orientation,
disability and age. In Canada, the Public Service Employment Act was enacted in 2005 to
increase the representation of minority groups in the public service for women, people
with disabilities, indigenous populations and visible minorities.

The empirical evidence on the representation of minority groups in the public sector
workforce is limited. There has been a growing debate about the need to collect this type of
information to ensure diversity and equality in the public sector. Personal data protection
laws sometimes prohibit the collection of these data for sensitive categories such as
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ethnicity, race and religion. Census and official surveys as well as administrative data are
the main sources of sensitive personal data; however, even their reliability could be
questioned (Simon, 2007). Despite all these difficulties, the United Kingdom, based on its
Labour Force Survey, observed that minority ethnic groups were somewhat under-
represented in the public workforce. In 2010, the representation of black, Asian and other
ethnic minority groups in the public workforce was 8.8%, compared to 9.7% in the private
workforce (Local Government Group, 2010). Collecting further information about the
composition of the public sector workforce in an internationally comparative way would be
a key way to help countries rethink the inclusiveness of their public sectors.

Inclusive policy-making processes
Why are inclusive processes relevant?

The transformation of inputs into outputs and outcomes takes place through
government processes and institutions. The public management and governance
processes measured in Government at a Glance reflect the day-to-day working methods of
central governments and are the mechanisms that shape public policies. Channelling and
administering resources in different ways can affect the quality of outputs and outcomes;
therefore, processes influence both the effectiveness of public administrations as well as
the inclusiveness of their outcomes.

Inclusive processes are important to give all segments of society access to government
decision making in order to better reflect their needs and aspirations, both in policy making
and in service delivery. While their impact on an outcome as complex as inclusive growth is
certainly not simple or predictable, inclusive processes increase awareness across the policy
cycle and help to orient institutions in support of inclusive outcomes. They can be
instrumental in preventing capture by powerful special interest groups as well as the
dominance of informal and often illegal processes (e.g. corruption) over formal and open ones.
Bringing citizens actively on board in the design and implementation of policies could also
increase their legitimacy and effectiveness, and create the feeling of ownership by citizens.
Citizen and stakeholder engagement helps to access knowledge about needs, solutions and
impacts that could otherwise be overlooked. All in all, inclusive processes could help to
address, across the policy-making cycle, the differential impacts of various policies on
outcomes for different segments of society and their likely effects on growth and well-being.

How to make inclusive processes work in practice?

Inclusive policy making relies on inclusive processes, evidence and structures to ensure
that policies and their implementation reflect and integrate the perspectives of diverse
stakeholders. This is supported by public transparency, openness and engagement
mechanisms that inform citizens about government’s intentions and actions and that
provide them with ways to express their opinions. Inclusive policy making depends also on
evidence that includes information on the distributional consequences of policy decisions,
and the appropriate institutional structures for collecting, exchanging and incorporating
that information into decision making. Finally, a strong system of checks and balances helps
achieve better-balanced, more accountable government action, including through
independent institutions and administrative control tools and mechanisms to curb undue
influence and boost transparency. Processes, evidence and structures for greater
inclusiveness are mutually supportive, further strengthening the case for ensuring their
alignment to better reinforce the factors of inclusive policy making (Figure 1.6). The
following sections present in detail each of the mechanisms mentioned above, as well as
corresponding pieces of evidence provided by the different editions of Government at a Glance.
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Figure 1.6. Towards inclusive policy-making processes
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Openness and engagement

Many OECD and non-member countries are designing and implementing public sector
reforms inspired by the open government principles of transparency, accountability and
citizen engagement. Several mechanisms have been developed with the objective of
enhancing citizens’ participation in the policy-making process. These mechanisms range
from innovative public governance processes, such as participatory budgeting at the local
level, to the use of social media for real-time interaction. More openness could create
opportunities for citizens as well as governments to produce better policies and services.
In turn, this may enable the development of collaborative and better-tailored channels of
service delivery, two-way engagement and co-production of public services.

The variety of mechanisms for including and engaging citizens in a continuous and
constructive dialogue is today greater than ever. Still, the availability of these mechanisms
is a necessary, but not sufficient, condition for strengthening inclusiveness. More and
better co-ordination at the policy design and implementation stages as well as the
identification of synergies between the different tools may be required to fully reap the
benefits of inclusive policy processes.

From access to information to Open, Useful, Reusable data

Inclusive processes require access to information. “Freedom of information” (FOI) laws
led the way by creating a framework of legal rights for citizens to request public sector
information. By 2011, almost all OECD countries had a FOI law in place, although there
were differences in the breadth and depth of these laws, as well as in their implementation
mechanisms (see OECD, 2011c). The rise of open government has seen a shift from the
passive dissemination of information (mainly upon request, e.g. FOI) to the proactive
government dissemination of information - in particular public data that can be massively
analysed and reused on a large scale. This opens the way for innovative uses of public data
to generate both public (e.g. better services, greater transparency and accountability) and
private (economic growth through the creation of new business lines) value, for example
through the proliferation of mobile phone applications using geospatial data. Further
pursuing this joint value creation provides citizens with the information resources to
proactively participate (directly or indirectly) in policy making.

A clear example of how inclusiveness could be strengthened through proactive access
to information stems from open government data (OGD) that provides new opportunities
to empower a new generation of citizens, businesses and civil society organisations
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through the reuse of these data and increased transparency. The OECD OURdata Index
measures government efforts to implement the G8 Open Data charter based on the
availability, accessibility and government support to promote the reuse of data, focusing on
the central OGD portal in each country (see Figure 1.7 and two-pager on open data). While
many countries are well advanced in the process of implementing the Charter, especially
regarding availability and access to data, there are still large variations in the extent to
which governments provide active support for the reuse of the data through specific
events, incentives and training programmes both out- and inside public administrations.
Given the speed of developments, some countries are already implementing important
reforms to their central open government data (OGD) programmes and portals, which
could lead to rapid improvements on this indicator in the coming years.

Figure 1.7. OURdata Index: Open, Useful, Reusable Government data, 2014
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Source: 2014 OECD Survey on Open Government Data.
StatLink = http://dx.doi.org/10.1787/888933249180

From one-way consultation to two-way collaboration across the policy-making process

Meaningful citizen engagement is at the heart of inclusive policy making. Engagement
implies giving citizens a greater role in decisions that affect their quality of life, not only
through consultation, but through collaboration and joint deliberation, so that policies
reflect and integrate the perspectives of those affected by them. Overall, enhanced public
engagement could increase trust in public institutions and contribute to closing the gaps
between citizens’ expectations and government responses, therefore resulting in better
public policies. Still, achieving meaningful engagement relies on strong leadership, and
requires creating and developing adequate communication channels, effective guidance
and proper incentives to facilitate both governments and citizens’ involvement.

Most OECD countries are still at the early stages of this public engagement, although
in some areas progress has been important, such as regulatory policy. The OECD
Recommendation on Regulatory Policy and Governance encourages governments to
“actively engage [...] all relevant stakeholders during the regulation-making process and
design [...] in consultation processes to maximise the quality of the information received
and its effectiveness” (OECD, 2012b). According to the OECD regulatory indicators survey, a
majority of OECD countries engage stakeholders in developing both primary laws and
subordinate regulations. Figure 1.8 presents the trend in the number of countries that have
incorporated mandatory public consultation mechanisms as part of developing new draft
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Figure 1.8. Number of countries in which mandatory consultation
with parties affected by regulations is part of developing new draft regulations,
2005, 2008-09 and 2014
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were not members of the OECD in 2005 and so were not included in that year’s survey.

Source: OECD Regulatory Management Systems’ Indicators Survey 2005 and 2008/09, www.oecd.org/gov/regulatory-policy/Indicators-

RMS.htm; OECD Regulatory Policy Outlook (forthcoming) based on the preliminary 2014 OECD Regulatory Indicators Survey.
StatLink Sa=m http://dx.doi.org/10.1787/888933248009

regulations. In 2014, all but two and three countries, respectively, had incorporated such
consultations in primary laws and subordinate regulations.

Still challenges remain. Even when stakeholder engagement is mandatory it is not
always required that the general public be consulted. Eleven countries out of thirty-five in
the survey reported always or frequently publishing consultations online with an invitation
to comment, and eighteen countries reported using this method only occasionally (see two-
pager on stakeholder engagement). Simply granting access to public consultations may not
automatically lead to real citizen engagement. Additional barriers (e.g. distance, time,
language, and access) could hamper the effective participation of citizens. Therefore,
governments should also try both to make sure that citizens are truly able to participate and
make participation initiatives more accessible, targeted, relevant and appealing.

In many OECD countries, consultation mechanisms have been created and enriched
by new ICTs; however, there is no conclusive evidence showing that these technologies
have significantly increased the level of citizen engagement in policy making. For example,
many countries publish draft regulations on government websites or experiment with
more innovative tools such as social media, crowdsourcing or wiki-based tools; however
the extent to which these developments would have a lasting impact on engagement
practices is still uncertain. Moreover, stakeholders are still rarely engaged in the final
delivery stage of the regulatory governance cycle — implementation and monitoring (see
OECD Regulatory Policy Outlook, forthcoming). Although the mechanisms of engagement
have changed, the nature of the process has remained essentially the same as in the pre-
digital era. On their own, ICTs could be considered as a necessary, but not sufficient,
condition for attaining a high level of participation and aligning and incorporating the
interests of different stakeholders (see two-pager on stakeholder engagement).

Social media practices by governments reveal similar results. While the use of social
media platforms is widespread, there is a lack of effective measurement and benchmarking
frameworks. This hampers our understanding of institutional social media use (see two-
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pager on the use of social media by governments). The OECD Recommendation on Digital
Government Strategies acknowledges that it is necessary to “encourage the engagement and
participation of public, private and civil society stakeholders in policy making and service
delivery” through several different mechanisms such as the development of institutional
capacities and the development of a digital government “ecosystem” (see OECD , 2014a).

Generating evidence on distributive effects for decision making

Mechanisms to involve stakeholders both benefit from and contribute to evidence on
the possible distributive effects of policy. This evidence helps inform the decision-making
process, allowing policy makers to better understand impacts and to adjust policy. This
includes generating relevant information and using methodologies such as cost-benefit
analysis (CBA) to select investment projects, or regulatory impact assessment (RIA) to
assess the effects of regulatory policies (see two-pagers on Cost-Benefit Analysis and
Regulatory Impact Assessment). If properly designed, such mechanisms can also show the
distributional effects of different policy options across different stakeholders. More
recently, a new generation of assessment tools allow governments to better understand
distributive implications in terms of environmental impacts (EIA), poverty impacts (PIA) or
gender (gender-responsive budgeting).

When considering public investment opportunities, OECD countries recognise that
CBA is an important tool for deciding the merits of investment projects. Furthermore,
many countries (France, the United Kingdom and Canada) have been able to extend the use
of CBA beyond the infrastructure projects for which it was originally developed. Such a
shift has been triggered by evolving demands from citizens in areas such as environmental
protection, technological development and innovation, scientific research and culture and
leisure. However, in other countries (Italy, Sweden), CBA remains restricted to large
infrastructure projects. As technical problems are often similar across countries, a pool of
evidence is thus available for countries seeking to expand the application of CBA to other
projects and policies.

While a common core methodological framework for economic appraisal of
investment through CBA is generally well developed, certain aspects of it are still under-
developed, notably risk analysis (more developed in the United Kingdom, Sweden, Canada,
Germany and the Netherlands), or virtually absent, such as the distribution of project
outcomes across different groups (available in the United Kingdom only, although some
qualitative stakeholder analysis is indicated for Canada) and regional distribution analysis
(apparently unknown or only episodically carried out). Generating more and better CBA
information and generalising the use of distributional analysis would help improve the
understanding of the effects on inclusiveness of a given policy or project (Box 1.1).

In the regulatory area, OECD countries tend to assess the distributional effects of
regulation through RIA. However, in the majority of cases this assessment focuses on large
groups (i.e. government, business, community) without going into specific population
subgroups and without targeting inequality per se. Some OECD countries also use RIA to
monitor a number of impacts, such as those on: i) disadvantaged social groups; ii) gender
equality; iii) poverty; and iv) job creation. However, this practice remains relatively limited
and is fraught with methodological issues. Critical challenges involve gathering the
relevant information and developing standard models and tools to measure social impacts,
quantify the qualitative impacts and tackle the lack of adequate skills and resources within
ministries. As a result, broadening the application of impact assessment methodologies to
other groups or other areas will require a proportionate approach as promoted in the
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Box 1.1. The use of CGBA in the United Kingdom

CBA has a long intellectual tradition for the evaluation of public investment projects.
Under this methodology the desirability of a project is achieved when the total benefits of
an intervention, to whomever might occur, exceed the cost of that intervention. Benefits
are defined as increases in human well-being (utility) and the trade-offs involved in
choosing among different policy options are clearly identified. The United Kingdom has
one of the most solid traditions in project appraisal to select investments under budget
constraints. The Green Book is a reference document for how policies, programmes and
projects must be evaluated. Currently, there is no legal requirement for the application of
CBA. However, the use of the methods and frameworks set out in the Green Book is
mandatory for all policies, programmes and projects benefiting from central government
support. All proposals involving regulation, spending or public assets are covered and
should be based on clear and objective evidence supporting their social value. The
peculiarity of the Green Book is that it does not define rigid procedures to be followed.
Instead, it provides a general and flexible approach for an analytical methodology
conducive to objective and transparent decision-making for public investments and for
other socio-economic proposals. Instructions are not binding; rather, they are intended as
guidelines that reflect the moral suasion that comes from the strong position of the
Treasury in the system of financial delegation to spending departments.

The logical sequence of the appraisal process, as pointed out in the latest edition of the
Green Book, is the following:

e clearly define the objectives of the policy, programme or project under assessment;

e identify a shortlist by systematically considering a long list of options to achieve the
identified actions;

@ applying social CBA or Cost Effectiveness Analysis (CEA), if appropriate, to the shortlist
in order to select the preferred option;

e developing and implementing the solution, which is the selected option;
@ paying attention to consultations throughout the preparation of the proposal; and

® using ex post CBA as a policy learning tool.

Recommendation of the Council on Regulatory Policy and Governance. For instance, the
use of specific assessment tools or criteria for the impact assessment would be triggered
once the effects of regulation in a specific field (social, environmental) reach a certain level.

Rebalancing policy processes to give a voice to all groups:
the example of gender-responsive budgeting

Another argument for involving key stakeholders in the policy-making process stems
from historical and cultural patterns of discrimination affecting specific groups such as
women, ethnic minorities and immigrants. These groups have often been excluded from
the policy-making process and as a result have experienced the results of systematically
biased policy outcomes. In order to redress such patterns, it is important to incorporate
balancing mechanisms at all stages of the policy design and implementation process.
Gender-responsive budgeting (GRB) is such a mechanism as it incorporates a gender
perspective at all stages of the budgetary process. The idea behind GRB is to analyse
whether allocations contribute to gender equality. In 2011, the OECD collected data on the
extent to which member countries were applying GRB (see OECD, 2013a). At that time, only
ten countries reported using GRB.
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Implementing GRB would require important changes to how standard processes are
carried out as well as the type of information generated. In the first phase, GRB requires
building the capacity and sensitivity of key stakeholders and guaranteeing the involvement of
civil society as a crucial channel for raising awareness. The analysis by relevant stakeholders
of the implementation of policies and the associated outcomes are key to assessing the
inequalities generated by policies as well as actions to address those inequalities.

Furthermore, governments have a crucial role in generating the information required to
analyse the gender effects of budget proposals. Such information entails that the demand for
a given service must be broken down between men and women. Without this information, it
is difficult to compare women’s demand for the service with the supply budgeted for, and
therefore assess the neutrality of budgetary proposals. Finally, GRB should be accompanied
by mechanisms guaranteeing the accountability of agencies. All in all, GRB is an example of
a process that requires raising awareness and involving relevant stakeholders while
generating information to evaluate the effects of public policies on different groups.

The contribution of performance management

Integrating inclusiveness objectives into government performance frameworks can
help raise awareness of the impact of resource allocation and implementation decisions in
different sectors and for different groups. To be effective, performance budgeting and
management should be aligned with high-level, politically agreed key national indicators
that focus on the outcomes that matter most to citizens. Implementing enhanced
performance management frameworks requires monitoring and co-ordination across
government with a strong role from the central budget agency or centre of government to
ensure that cross-sectoral dimensions are taken into account.

Performance information is also a key tool for governments seeking to improve
transparency and public accountability. In addition to good reporting practices by
governments, supreme audit institutions (SAIs), which have traditionally provided
important financial accountability and compliance checks, are increasingly conducting
performance audits (see two-pager on performance-related budgeting and supreme audit
institutions). SAls taking up this challenge can improve government accountability for
major performance objectives, including distributive impacts.

Anchoring inclusive policy making through checks and balances

A strong system of checks and balances is essential for the legitimacy, but also the
inclusiveness, of policy making, from problem definition to accurate evaluation. Checks
and balances underpin inclusive governance by interpreting and enforcing regulation
equally for all, protecting the vulnerable, providing independent, evidence-based inputs
and curbing the risks of undue influence and corruption. Increasingly, the challenge is how
to not only set up effective structures and mechanisms of checks and balances, but to
create an “ecosystem” where these institutions and mechanisms, within their respective
functions, reinforce and complement each other.

The role of independent institutions in fostering transparency

Independent bodies have an important role in supporting transparency in a variety of
areas. They can be either temporary or permanent. They may include bodies such as
productivity commissions or independent fiscal institutions (IFIs). In essence, these institutions
can provide an external expert view on the likely effects of policy options and inform the public
debate. (see OECD, 2013a). By doing so, they raise awareness among the general public and
relevant stakeholders about the consequences of government action.
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Public transparency and accountability

Making the decision-making process inclusive requires recognising that it is
vulnerable to capture by vested interests. Efforts to make processes inclusive will not work
in practice if the access and influence of a powerful few are not averted. The growing
inequality in societies and the increasing concentration of resources in the hands of a few
creates a vicious circle by which those that hold the resources capture the design and
implementation of policies in their favour, further concentrating resources and
exacerbating inequality.

Practice has shown that OECD countries are not immune to the risk of policy capture
at the expense of the public interest. The 2008 crisis showed the extent of capture of
financial policies, although the risk is present to different degrees in countries. The main
forms of capture can be averted by managing conflict of interest, enhancing integrity and
transparency in lobbying practices and ensuring balanced political finance. The OECD has
advanced understanding on each of the elements of the policy-making process and has
developed a “better policy-making framework” to mitigate the risks of policy capture at
both individual and institutional levels.

Individual resilience against capture and corruption is strengthened through
measures to manage conflict of interest, including private interest disclosure by decision
makers, follow-up of disclosures, and enforcement in case of non-compliance. The
OECD Guidelines for Managing Conflict of Interest (OECD, 2003) set core principles for public
officials to identify and manage conflict-of-interest situations: serving the public interest,
supporting transparency, promoting individual responsibility and creating an
organisational culture that resists undue influence and policy capture. Yet, attention is
needed on emerging concerns, such as the unbalanced representation in government
advisory groups and the “revolving door” phenomenon.

Vested interest groups wield influence through lobbying and providing financial
resources to political parties and campaigns. To level the playing field among all
stakeholders in the policy-making process, the OECD adopted in 2010 the Recommendation
on Transparency and Integrity in Lobbying, aiming at mitigating lobbying-related risks of
corruption and undue influence. While lobbying is receiving increasing attention in
OECD countries, and recent years have seen an acceleration of regulations to promote
transparency, political finance remains a weak point. Money in politics is a double-edged
sword. It is a necessary component of the democratic processes, enabling representation and
facilitating democratic competition. Yet, if the financing of political parties and election
campaigns is not adequately regulated, money may also be a means for undue influence.
The OECD has developed a Framework on Financing Democracy that maps relevant risk
areas and provides policy options to promote a level playing field, transparency and integrity
in the financing of political parties and electoral campaigns to avert policy capture.

The combination of these policy measures, together with effective measures that
promote a culture of integrity in the public and private sectors, will curb the risks of
capture within the policy-making process and lay a solid foundation for inclusive policy
making and growth.

Inclusive policies and results
The context

Inclusive processes create better circumstances for making informed public policy
decisions, but they do not guarantee inclusive policy results. There is growing recognition
that inclusiveness of policy outcomes is a multidimensional concept, affecting not only
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material living standards but also well-being. This is important, because some population
groups tend to accumulate different types of inequalities, hampering government’s ability
to provide equal opportunities to the entire citizenry. Income and non-income inequalities
mutually reinforce each other, possibly perpetuating a vicious cycle of exclusion and
inequality. For example, being born in a disadvantaged family still has an impact on a
student’s performance and access to tertiary education, which, in turn, has an impact on
earnings, employment status and life expectancy (Box 1.2). Indeed, recent evidence
suggests that income and non-income inequality have a detrimental impact on economic
activity, social cohesion and on the functioning of democracies and political fairness
(Cingano, 2014; OECD, 2015c; OECD, 2015d).

Box 1.2. The cumulative nature of inequalities

Income level, educational attainment, employability and health status are all linked. For instance, the
inability to access good higher education for financial reasons can lead to a higher level of unemployment
(or more difficult and unstable employment conditions), more stress and more physical and mental health
problems. Furthermore, people from low-income groups are more likely to report unmet health care needs
than higher-income people, which may further increase health inequalities. One of the most striking
inequalities among people from different socio-economic groups relates to their life expectancy. Across
15 OECD countries, people with better education live on average 6 years longer at age 30 than people with
the lowest level of education (Figure 1.9). Taking actions to reduce income and non-income inequalities
may have a multiplier effect and significantly increase people’s well-being.

Figure 1.9. People with higher education are more likely to earn more and live longer
Gap in life expectancy at age 30 by sex and educational level, 2012
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Since the 1980s, income and non-income inequalities have risen sharply in most
OECD countries, and even more so if detailed evidence on the top 1% is included (Box 1.3).
Even during the recent financial crisis, the highest income group increased its income
more (or lost less) on average than people at the bottom of the income distribution.
Evidence also suggests that there might be persistent issues of access and equity in service
delivery (such as in health care and education) for certain population groups.
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Box 1.3. Medium-term trends in income inequalities in OECD countries

Income inequalities have reached, in the aftermath of the Great Recession, levels that we have not seen since
the end of the 19th century. Evidence shows that, in developed countries, income inequalities have reached
almost unprecedented level in recent years. The GINI coefficient increased from 0.29 in the mid-1980s to 0.32
in 2013 on average in OECD countries, with a value of one equalling the highest level of inequality possible
(Figure 1.10) (OECD, 2015c). This increase affected nearly all countries, including those that used to have
relatively low levels of inequality (e.g. Nordic countries). Countries that already had high levels of inequality in
the mid-1980s have also seen an increase (Mexico, the United States, Israel, and United Kingdom).

Figure 1.10. Income inequality increased in most OECD countries between 1985 and 2013
Gini coefficients of income inequality, mid-1980s and 2013, or latest year available
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Note: Little change in inequality refers to changes of less than 1.5 percentage points. Data year for 2013 (or latest year).
Source: OECD Income Distribution Database (IDD), 2015, wwu.oecd.org/social/income-distribution-database.htm.
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Another way to measure income inequality is to look at the evolution of earnings at the top (1%, 10% or 20%)
and at the bottom. A recent OECD study shows that the share of the richest 1% in total pre-tax income has
increased in most OECD countries in the past three decades (OECD, 2015d). Moreover, in 2010, the average
income of the richest 10% of the population was equivalent to 9.5 times the income of the poorest, up from
7 times twenty-five years ago (OECD, 2011a; OECD2015d) - similar to levels in the late 19th century (Piketty, 2014).

During the recent financial and economic crisis, the gap between the richest and the poorest has
continued to widen. On average in OECD countries, between 2007 and 2011, people in the top 10% of the
income scale suffered a smaller decrease in relative income than people in the bottom 10% (see chapter 11:
Core government results — Income redistribution).

The income gap and a greater concentration of income and wealth at the top may
undermine political fairness and participation in the political process. Concentrated
wealth may increase the risk of policy capture by the wealthiest individuals and large
corporations. It can translate into a greater ability to shape election results, legislative
priorities and favourable regulations (Glaeser, Scheinkman, and Schleifer, 2002; You and
Khagram, 2005). In addition, when people have the feeling that economic gains inevitably
go to the wealthiest, this may lead to disillusionment with politics and lower turnouts at
elections, thereby further increasing the power of the wealthiest to influence public
decisions (Reich, 2013b). In the words attributed to Louis Brandeis (former United States
Supreme Court Justice): “[...] we may have a democracy, or we may have great wealth
concentrated in the hands of a few, but we cannot have both” (Dilliard, 1941).
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Increased inequality affects perceived fairness, with risks for real fraud and corruption
and reduced confidence of citizens in public authorities. Rising income inequalities and
unequal access to key services such as education and health may foster greater public
dissatisfaction and greater polarisation of political opinions, possibly leading to higher
social instability (OECD, 2015d). Greater inequality in income and wealth leads people to
feel less constrained about cheating others (Mauro, 1998) and about evading taxes (Oswiak,
2003; Uslaner, 2003). Using evidence from the World Values Survey and the World Bank
measures of corruption, You and Khagram (2005) found that inequalities have the same
negative impact on perceived and real corruption as the level of development of a country.

In addition to its impact on the good functioning of democracies, rising inequalities
may also affect economic growth (Box 1.4). Governments possess a range of policy levers to
prevent the rise of inequalities and also to reduce them (notably through income
redistribution and in-kind transfers), but evaluating the trade-offs and synergies among
different policy options can help to better deliver the expected results.

Box 1.4. Exploring the impact of inequalities on economic growth

Some studies have pointed to possible negative effects of rising income inequalities on
economic growth in developed countries. A recent OECD study estimated that lowering
inequality by 1 Gini coefficient point (the main measure of income inequalities) could
translate into an increase in cumulative growth of 0.8 percentage points of GDP in the
following 5 years (or 0.15 points per year) (Cingano, 2014). This study also suggests that
lowering inequality by increasing the income of people at the bottom of the income
distribution has a greater overall positive impact on economic performance, because this
category of people tend to consume a greater proportion of their disposable income, than
reducing the income of those at the top of the income scale. Inequalities can have a
detrimental impact on domestic demand, productivity (less investment in human capital
from low-income people) and investment (Cingano, 2014; OECD, 2015c).

New evidence also suggests that greater income redistribution and transfer payments
have no negative impact on economic growth, especially in countries with already high
levels of income inequalities. A recent study carried out by the International Monetary
Fund found no evidence of a trade-off between redistribution and economic growth in
OECD countries (Ostry et al., 2014). On the contrary, greater redistribution has a direct and
indirect (through lower inequalities) positive effect on economic growth. These results
were obtained by using a measure of redistribution that captures only direct taxes and
transfers, without looking at the redistributive effects of in-kind government provision for
health and education, which, in theory, would further strengthen this conclusion.

Policy levers to reduce income and non-income inequalities
Governments have a range of tools for reducing income and non-income inequalities,
including:
1.tax and social transfer policies (in the form of unemployment insurance, social
assistance, wage subsidies, family benefits and pension benefits, tax credits, etc.);
2. employment policies and policies affecting the wage-bargaining process;

3. in-kind benefits through public services and spending for education, health and other
important services, either delivered publicly or privately;

4. regulatory levers such as reducing barriers to accessing economic opportunity; and
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5. more broadly, strengthening the rule of law, reducing special status or loopholes, and
ensuring inclusive policy development processes and effective policy implementation
(see section on inclusive policy-making processes).

As many observers have pointed out, reducing inequalities cannot be done through
taxes and government transfers alone; a broader and multidimensional approach is most
likely required for greater impact, including public services such as employment, education
and health care policies combined with effective policy design and implementation (Reich,
2008; 2013; Piketty, 2014; OECD, 2008a; 2012; 2015d). Assessing the trade-offs, synergies and
complementarities between these different policy levers is crucial.

Designing tax-and-transfer systems for efficient redistribution

Government can redistribute income through tax and social transfer policies. When
adequately designed, public cash transfers, as well as income taxes and social security
contributions, can play a significant role in reducing market income inequality
(Figure 1.11). The effects of a government’s income redistribution policy can be measured
by comparing the Gini coefficient before and after taxes and transfers. In 2011, most
OECD countries were able to achieve a sizeable reduction in market income inequalities
through taxes and transfers, with the exception of Chile and Korea (however, in Korea, the
market income inequality before taxes and transfers was much lower than in other
countries). The largest reductions that could be attributed to government intervention by
taxes and transfers took place in Ireland (26 p.p.) and Greece (22 p.p.), both severely
affected by the global financial and economic crisis.

Figure 1.11. Differences in income inequality pre and post-tax and government transfers
2011
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Note: Data for Belgium are for 2010 rather than 2011. Data for Australia and the Netherlands are for 2012 rather than 2011.
Source: OECD, Income Distribution Database.
StatLink Sazm http://dx.doi.org/10.1787/888933249258

However, compared with the 1980s, the tax and transfer systems in many
OECD countries have become less redistributive, while market income inequalities were
rising. The rapid increase of market income inequality from the 1980s to the late 2000s has
not been counterbalanced by more redistributive fiscal policies in most OECD countries.
Market income inequality continued to rise, but the stabilising effect of taxes and transfer
payments on household income inequality has mostly declined, especially since the mid-
1990s. Moreover, despite the large gains of high-income earners in some countries, income
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taxes played a relatively minor role in moderating trends towards higher inequality due
notably to tax rates for high earners which have come down considerably over time (OECD,
2012a). Changes in the number of unemployed and reforms to benefits eligibility criteria
also appear to have had a major impact on the evolution of net income inequality in some
OECD countries (OECD, 2011a).

The role of labour market arrangements

Protecting workers’ rights may also be an important lever for both reducing market
income inequalities and more redistributive tax and social transfer policies. Some evidence
suggests that the loss of power and influence of labour unions over the past few decades
might have been one factor explaining growing income inequalities before and after tax
(Reich, 2013b). As a result, employers have been under less pressure to increase wages over
time. The protection of labour rights, including the right of workers to bargain collectively,
is a fundamental part of the rule of law and guarantees that their voice is effectively heard.
Generally, using data from the World Justice Project and from the OECD Income Distribution
Database, countries where the fundamental rights of labour unions are highly respected
tend to report lower levels of income inequalities (Figure 1.12). Court rulings and labour
legislation have historically been influenced by government actions playing the role of
mediator in any negotiations and conflicts between employers and labour unions.

Figure 1.12. Searching for evidence... Can better protection of labour rights
help reduce income inequalities?
Correlation between effective protection of labour rights (composite) and net income inequalities
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Employment policies and higher minimum wage can have multiple effects on
inequalities (but trade-offs and synergies should be assessed carefully). A key challenge for
policy makers is to facilitate and encourage access to employment for under-represented
groups (OECD, 2011a). Governments can encourage policies to increase the employment
rate of populations with an immigrant background, those from lower socio-economic
groups and young people. In addition, helping women better reconcile their work and
family lives is key to creating an economy where everyone can be involved and contribute
to economic activities. Also, as discussed in previous sections, focusing on the evolution of
income at the bottom of the income distribution is crucial to combat inequalities
effectively (OECD, 2015d). One way to raise the income for those on low wages is to raise
minimum wages. However, trade-offs needs to be assessed very carefully and the
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effectiveness of such policies may vary across countries. Higher minimum wages may
further cut people from work and may lead to a growing informal sector. Recent evidence
suggests, however, that in some countries a relatively high minimum wage might be very
effective in narrowing the distribution of labour income (OECD, 2012a).

Investing in human capital and ensuring equal access to education

Government support for education and skills development, especially among
vulnerable groups, is crucial in the long run to fight income and non-income inequalities.
Evidence suggests that students from lower socio-economic backgrounds still perform
below their peers and are less likely to enter and complete tertiary education (Box 1.5).

Box 1.5. The persistent performance gap of students
coming from a lower socio-economic background may have an impact
on their ability to access tertiary education and the labour market

Access to higher education depends at least partly on how well students perform in elementary and
secondary school. Socio-economic background remains a good predictor of students’ performance in
school. On average across OECD countries, about 15% of the variation in students’ performance in
mathematics can be explained by their socio-economic background (OECD, 2014b) (see Chapter 12: Serving
Citizens) (Figure 1.13). Moreover, growing up in a disadvantaged family where the parents have low levels
of education also often means having fewer financial resources for pursuing higher education. This
situation is aggravated if the education system does not provide sufficient support for students from
disadvantaged backgrounds to equalise opportunities to access higher education.

Figure 1.13. Percentage of variance in PISA mathematics score
explained by socio-economic background, 2012
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Source: OECD (2014), PISA, What Students Know and Can Do (revised edition), OECD, Paris.
StatLink Su=m http://dx.doi.org/10.1787/888933249591

The socio-economic background of students significantly influences their access to tertiary education
and their future income levels in most OECD countries. Despite significant improvement in access to
education over the past fifty years, in 2013, more than 50% of students enrolled in tertiary education had at
least one parent with that level of education, whereas only 10% of children whose parents have not
completed their secondary education are enrolled in university. Parents’ level of education and socio-
economic background also have a strong impact on the employment status and earnings of their children.
In some countries, the wage “premium” associated with growing up in a better-educated family is more
than 20% (OECD, 2010a).
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Studies carried out at the OECD demonstrate that more educated people earn more, are
less likely to be unemployed over their lifetime, are in better health, trust other people
more and participate more actively in social activities (OECD, 2015d). Therefore, improving
access to early childhood education, ensuring the equitable distribution of instructional
resources, raising the quality of the teaching workforce through lifelong learning
programmes and increasing access and financial support to tertiary education students
may help foster a more equal society. Many countries have introduced significant cuts
between 2007 and 2013 in spending in education as part of broader austerity programmes,
which may have an impact on their ability to compete and prosper in an increasingly
knowledge-based economy and exacerbate inequalities over the medium and long run.

Ensuring financial and geographic access to health care

Ensuring access to health care for all the population, regardless of their ability to pay
and geographic location, improves people’s opportunities to participate in the labour
market and to benefit from economic and employment growth. In all OECD-EU countries
low income people are more likely to report unmet care needs due to financial barriers
(Box 1.6). Governments can improve access to needed health services by reducing financial
barriers. In contrast to publicly funded care, which in theory is based on need, direct out-
of-pocket (OOP) payments by households rely on people’s ability to pay. If the financing of
health care becomes more dependent on OOP payments, the burden shifts, in theory,
towards those who use services more and possibly from high- to low-income households
that often have greater health care needs. In 2012, about 3% of total household
consumption was dedicated to medical spending on average in OECD countries (see
Chapter 12: Serving citizens). In some countries that have been hit particularly hard by the
crisis and where public coverage for certain health services and goods has been reduced,
the share of OOP spending has increased in recent years.

Access to medical care also requires an adequate number and proper distribution of
physicians in all parts of the country. In OECD countries, the density of physicians is
consistently greater in urban regions, reflecting the concentration of specialised services
such as surgery and physicians’ preferences to practice in urban settings. In many
OECD countries, different types of policy tools have been used to attract and retain
physicians in underserved areas. These include the provision of financial incentives such
as one-time subsidies to help them set up a practice and recurrent payments such as
income guarantees and bonus payments (OECD, 2013b).

Fostering a whole-of-government approach to regulatory policies for greater impact

Regulatory policies in a wide range of areas such as the labour market, product
markets, education and health are powerful tools for governments to foster more equal
economic opportunities and reduce discrimination. The financial and economic crisis
of 2008 has reinforced the need for and importance of a well-functioning regulatory
framework for transparent and efficient markets with the right incentives. Fair,
transparent and clear regulatory frameworks are also a basic condition for dealing
effectively with a society’s economic and social challenges. For instance, evidence suggests
that quality regulations can have a significant positive impact on reducing race and gender
discrimination in the labour market by introducing specific favourable measures for these
population groups (OECD, 2014f). In addition, regulatory policies can also influence income
distribution directly, e.g. through deregulation in product markets, changes in social
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Box 1.6. After years of improvement, self-reported unmet care needs
for low-income people have increased in EU countries between 2010 and 2013

Financial access to health care deteriorated in several OECD countries during the Great Recession. While
nearly all OECD countries have achieved and maintained universal coverage for health care, many have
reduced the level of coverage for different services and pharmaceutical drugs, thereby increasing the burden
of direct out-of-pocket (OOP) spending by households. This may create barriers to health care, particularly for
low-income groups which must pay a higher share of their disposable income on health care when direct OOP
payments increase. In all European countries, people with low income were more likely in 2013 to report
unmet care needs than people with high income (Figure 1.14). The gap was particularly large in Hungary, Italy
and Greece. The most common reason reported by low-income people for unmet health care needs is cost.
On average across EU countries, people with low incomes are eight times more likely to report unmet care
needs for financial reasons than people from high-income groups in 2013.

Figure 1.14. On average across EU countries, people with low incomes are eight times
more likely to report unmet care needs for financial reasons
Unmet care needs for financial reasons by income level (EU27 average) (2005-13)
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Source: EU Survey on Income and Living Conditions (EU-SILC), 2013.
StatLink Sa=m http://dx.doi.org/10.1787/888933248049

Health systems in OECD countries differ in the degree of coverage for health services and goods. In most
countries, public coverage is higher for hospital care and doctor consultations, while direct OOP payments
are higher for pharmaceuticals, dental care and eye care (glasses), resulting in a relatively greater
proportion of people reporting unmet care needs for the latter group of health services and goods.

transfers, wage-setting mechanisms, or workers’ bargaining power (OECD, 2015d).
Connecting various regulations together and ensuring that their distributive effects are
assessed rigorously and systematically is key to fostering more inclusive growth and more
inclusive societies.

Strengthening the rule of law and ensuring effective policy enforcement

Designing inclusive public policies taking into account their distributional effects is
important, but may end up having little impact if the policies are not enforced effectively.
For example, raising the top income and capital tax rates without improving compliance
mechanisms and combatting tax evasion may not reduce income inequalities.
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Conclusion

Creating conditions for inclusive growth has many implications for governments. For
example, this could involve building a government workforce that is more representative
of society. It could also mean developing policies in new ways that are based more on
evidence, constructive dialogue and the participation of citizens, and that promote
increased transparency and accountability. Governments could also try to increase
inclusiveness by ensuring that the distributional effects of each policy and decision on
income and non-income inequalities are systematically and rigorously evaluated.
Traditionally, governments look at the effects of a given policy on particular outcomes in
isolation. However, addressing inequality requires a more integrated, “whole-of-
government” approach that measures the multi-dimensional impacts, trade-offs and
synergies of public policies. For instance, fiscal policies may affect environmental, health
and education outcomes. Higher public health spending can have potentially positive
effects on employment and incomes, but may also imply higher taxation and hence less
material consumption. Moreover, the emphasis of these distributional impact assessments
should probably be on the distribution points (i.e. the median income) rather than the
mean. The release of the OECD multi-dimensional living standard focusing on median
household income and on three well-being dimensions (unemployment, household
income and life expectancy) goes in that direction (OECD, 2014).

The evidence on the available strategies and tools is incomplete, and more data is
needed to better chart the relationship between government action and inclusive growth.
Awareness of the stakes for rebuilding citizen trust and improving policy effectiveness,
however, is a starting point. Improving access to public services and strengthening the
quality and effectiveness of those services, for example, not only have a direct impact on
outcomes such as life expectancy and education attainment, but also seem to improve
social inclusiveness in other ways such as strengthening labour market access and
participation, reducing gender gaps and improving overall life opportunities and social
mobility. These are desirable outcomes in and of themselves, but are also increasingly
proving to be necessary ingredients to overall improvements in growth and well-being. In
order to achieve a better understanding of the public sector’s impact on inclusive growth,
governments need to continue searching in this direction, while collecting the evidence
necessary to inform better inform their efforts.
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General government fiscal balance

Governments spend money in order perform their activi-
ties, and the required financial resources to cover govern-
ment expenditures are obtained through the collection of
taxes or by contracting debt. The fiscal balance is the differ-
ence between government revenues and spending. If in a
given year, a government receives more than it spends, a
surplus occurs. Conversely, when the government spends
more than it receives in revenues, there is a deficit. Consec-
utive deficits will lead to mounting debt levels and conse-
quently higher payments of interest. The primary balance
that is the balance before interest payments signals the
capacity of governments to honour debt without the need
for further indebtedness.

On average OECD countries reported deficits reaching 4.2%
of GDP in 2013. The largest deficits occurred in Slovenia
(14.6%), Greece (12.3%) and Japan (8.5%) in the cases of Slo-
venia (4.9%) and Greece (3.5%) deficits decreased substan-
tially in 2014 as, amongst others, the resources required to
capitalize the banking system were a one off feature
accounted mainly in 2013. Six OECD countries ran sur-
pluses in 2013; from those Norway (11.3%), Korea (1.3%) and
Luxembourg (0.9%) reported the highest figures. From 2013
to 2014, half of the countries with available information
experienced improvements in their fiscal balances with
Denmark (1.2%) and Estonia (0.6%) moving also their bal-
ances from a deficit to a surplus.

The average deficit in 2013 was 4.2 percentage points lower
than in 2009 when it reached a peak of 8.4%, as the effects
of the global financial and economic crisis were more
acute. However, compared to an average deficit of 1.5%
in 2007 the current levels are still far from the pre-crisis lev-
els. Furthermore, between 2009 and 2013 the fiscal balance
deteriorated in three OECD countries: Slovenia (8.4 p.p.),
Sweden and Switzerland (both 0.7 p.p.).

On average, the deficit of the primary balance for OECD
countries was 1.3% of GDP in 2013. However, it varied sub-
stantially across countries. Norway (12%), Korea (3.1%), Ice-
land (3.0%), Germany (2.2%) and Hungary (2.1%) experienced
higher surpluses. On the other end of the spectrum, Slovenia
(12%), Greece (8.3%) and Japan (6.4%) had primary deficits
higher than 5%. According to the 2013 data, primary deficits
occurred in around half of OECD countries implying a need
to rely on debt to cover their spending. The two countries of
Greece (0.4%) and Estonia (0.7%) shifted from a primary defi-
citin 2013 to a primary surplus in 2014. Consecutive primary
deficits seriously threaten the sustainability of public
finances in the medium term. For countries with a large
public debt, achieving a primary balance is often seen as a
necessary, though not sufficient condition to stabilize or
diminish debt levels.

Interest payments are the result of previous deficits and in
consequence linked to the size of public debt. On average,
in 2013, interest payments in OECD countries amounted to
2.9% of GDP; however they ranged from around 5% in Ice-
land, Italy and Portugal to less than 0.5% in Estonia and
Luxembourg. In OECD countries with available information
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no major changes occurred between 2013 and 2014 on the
level of interest payments (notable is the increase of 1 p.p.
of GDP recorded for Slovenia). While paying interest does
not represent per se a negative feature, if debt continues to
grow, it might add further pressure to the sustainability of
public finances.

Methodology and definitions

Fiscal balance data are derived from the OECD
National Accounts Statistics (database), based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. The SNA framework
has been revised and most of the OECD countries
have partly or entirely implemented the updated 2008
SNA methodology (see Annex A for details). Using
SNA terminology, general government consists of
central government, state government, local govern-
ment and social security funds. Fiscal balance, also
referred to as net lending (+) or net borrowing (-) of
general government, is calculated as total govern-
ment revenues minus total government expendi-
tures. Revenues encompass taxes, net social
contributions, and grants and other revenues. Expen-
ditures comprise intermediate consumption, com-
pensation of employees, subsidies, property income
(including interest spending), social benefits, other
current expenditures (mainly current transfers) and
capital expenditures (i.e. capital transfers and invest-
ments). The primary balance is the fiscal balance net
of interest payments on general government
liabilities.

Gross domestic product (GDP) is the standard mea-
sure of the value of goods and services produced by a
country during a period.

Further reading

OECD (2014a), National Accounts at a Glance 2014, OECD,
Paris, http://dx.doi.org/10.1787/na_glance-2014-en.

OECD (2014b), OECD Factbook 2014: Economic, Environmental
and Social Statistics, OECD, Paris, http://dx.doi.org/10.1787/
factbook-2014-en.

Figure notes

Data for Colombia and Russia are 2012 rather than 2013.

2.1: Data for Chile and Turkey and are not included in the OECD average
because of missing time series. Data for China are 2012 rather
than 2013.

2.2: Data for Chile and Turkey are not available.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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General government fiscal balance

2.1. General government fiscal balance as a percentage of GDP, 2007, 2009, 2013 and 2014
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Source: OECD National Accounts Statistics (database). Data for the other major economies of Brazil, India, Indonesia and Ukraine are from the IMF

Economic Outlook (April 2015).
StatLink Si=m http://dx.doi.org/10.1787/888933248058

2.2. General government primary balance and interest spending as a percentage of GDP, 2013 and 2014
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Source: OECD National Accounts Statistics (database).
StatLink = http://dx.doi.org/10.1787/888933248065
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General government net saving is the difference between
current revenues and current expenditures. In other words,
it corresponds to the fiscal balance excluding capital
expenditures; therefore it does not take into account
investment expenditures or capital transfers (e.g. transfers
to rescue financial institutions). More generally, govern-
ment net saving is typically associated with the “Golden
Rule” concept, namely that government current revenues
should, on average, cover current expenditures in the
course of an economic cycle. Having consistent negative
savings may thus indicate a situation of unsustainable gov-
ernment finances.

In 2013, across OECD countries net saving on average
reached -3.3% of GDP, but varied widely from -7.2% in Japan
to 12.6% in Norway. While net saving has recovered from an
average of -6.3% of GDP in 2009 when the global economic
and financial crisis reached its peak, it is still far from the
average value in 2007 of -0.2%. Between 2009 and 2014 for
the OECD countries with available information the net sav-
ing deteriorated in Norway (1.4 p.p.), Korea (0.9 p.p.), Sweden
(0.8 p.p.) and Finland (0.7 p.p.). However, in the cases of
Korea and Norway it reports positive balances of 4.0% and
10.6% respectively as a share of GDP.

The difference between net lending/borrowing and net sav-
ing is equal to the size of capital expenditures. Large differ-
ences could either indicate substantial investment
programmes such as in Mexico or an outflow of capital
transfers as was the case in Slovenia and Greece. Six OECD
countries, namely Korea, Luxembourg, Germany, Mexico,
Norway and Switzerland experienced a surplus in the fiscal
balance after capital expenditures in 2013. A similar pattern
is observed in 2014 for these countries with available infor-
mation and additionally for Denmark and Estonia.

On average across OECD countries the deficit (net lending/
borrowing) was 0.9 p.p. higher than the net saving in 2013.
The highest negative differences between net lending/bor-
rowing and net saving occurred in Slovenia (11.5 p.p.) and
Greece (8.5 p.p.). In the case of Slovenia, the bulk of the dif-
ference is due to the net capital transfers (10% of GDP)
mainly explained by the plan launched in late 2013 by the
Slovenian government to restructure the banking sector,
including important injections of cash and government
securities. In the case of Greece, where a similar pattern is
observed, it partially corresponded to the capitalisation of
the Hellenic Financial Stability Fund, established in 2010 to
contribute to the maintenance of the Greek banking sys-
tem. In 2014 the situation of both of these countries drasti-
cally changed as most of the adjustment was accounted
in 2013; therefore the differences between net lending/bor-
rowing and net saving amounted to -2.4 p.p. in the case of
Slovenia and to +0.9 p.p. in the case of Greece, for the latter
the improved fiscal balance was the result of positive net
capital transfers amounting to 1.2 as a share of GDP in 2014.
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Methodology and definitions

Data are derived from the OECD National Accounts Sta-
tistics (database), based on the System of National
Accounts (SNA), a set of internationally agreed con-
cepts, definitions, classifications and rules for national
accounting. The SNA framework was revised and most
of the OECD countries have partly or entirely imple-
mented the updated 2008 SNA methodology (see
Annex A for details). Government net saving repre-
sents current revenues minus current expenditures
including depreciation. In the case of gross saving, the
costs of depreciation have not been deducted from cur-
rent expenditures. Gross saving plus net capital trans-
fers (i.e. capital transfers received minus paid) minus
government investments (i.e. gross capital formation
and acquisitions less disposals of non-produced
non-financial assets) equals the fiscal balance of net
lending/borrowing. (For additional information on gov-
ernment fiscal balance, see the “methodology and def-
initions” section of this indicator). In this respect, net
lending/borrowing reflects the fiscal position after
accounting for capital expenditures: net lending, or
government surplus, means that government is pro-
viding financial resources to other sectors, whereas
net borrowing, or government deficit, signifies that
government on balance requires financial resources
from other sectors to finance part of its expenditures.
As compared to net lending/borrowing, net saving has
the advantage of avoiding possible one-off distortions
coming from extra-ordinary and possibly very large
capital transfers. It also avoids putting too much pres-
sure on government investments in times of austerity
programmes and increasing deficits. Figure 2.5, Net
capital transfers as percentage of GDP is available
online at: http://dx.doi.org/10.1787/888933248090.

Further reading

OECD (2014a), National Accounts at a Glance 2014, OECD,
Paris, http://dx.doi.org/10.1787/na_glance-2014-en.

Figure notes

2.3 and 2.4: Data for Chile are not available. Data for Colombia and
Russia are 2012 rather than 2013.

2.3: Data for Turkey and are not included in the OECD average because of
missing time series.

2.4: Data for Turkey are not available.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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General government net saving

2.3. General government net saving as a percentage of GDP, 2007, 2009, 2013 and 2014
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Source: OECD National Accounts Statistics (database).
StatLink == http://dx.doi.org/10.1787/888933248077

2.4. General government net saving versus net lending/borrowing as a percentage of GDP, 2013 and 2014
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Source: OECD National Accounts Statistics (database).
StatLink iz http://dx.doi.org/10.1787/888933248082
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General government structural balance

The structural or underlying fiscal balance is the difference
between government revenues and expenditures corrected
by the effects that could be attributed to the economic cycle
and one off events. This indicator aims to capture struc-
tural trends in order to assess whether the fiscal policy of a
country is expansionary, neutral or restrictive for a given
period. In fact, government revenues and expenditures are
highly sensitive to economic developments. For example,
during an economic downturn, cyclical deficits result in
lower revenues while at the same time public spending
increase as higher unemployment determine additional
spending on unemployment benefits. In consequence,
eliminating the fluctuations occurred in the economies
enable policy makers to identify the underlying trend of fis-
cal policies that are associated with the sustainability of
public finances in the long run.

In 2013, the structural fiscal balance reached an average
deficit of 3.5% as a share of potential GDP in OECD coun-
tries and decreased to an average of 3.1% in 2014. Accord-
ing to the latest available data Japan (-7.2%),
the United Kingdom (-5.8%) and the United States (-4.2%)
experienced the largest cyclically adjusted deficits. Oppo-
sitely, five OECD countries; Luxembourg (2.1%), Estonia
(1.9%), New Zealand (1.5%), Greece (1.3%) and Denmark
(1.1%) reported structural surpluses above 1% of potential
GDP. In the case of Greece it is worth mentioning the
reverted structural balance recorded in 2013 as compared
to the previous years of continuous structural deficits. In
fact, for this country after six years of deep recession and
major consolidation efforts growth is projected to return to
a positive trend if structural reforms continue and debt lev-
els are prudently managed (OECD 2014).

Between 2007 and 2014 the structural deficit increased by
0.2 p.p. on average across OECD countries. However, this
underlying balance experienced movements in opposite
directions during this time period. Between 2013 and 2014
the average deficit decreased by 0.4 p.p. while
between 2007 and 2013 it increased by 0.6 p.p. although
recovering substantially compared to the 2009 peak deficit
of 7.1% of the potential GDP reached as the result of the
effects of the crisis. Between 2007 and 2009 the structural
fiscal situation deteriorated the most in Iceland (11.5 p.p.),
Spain (9.7 p.p.), the United States (5.6 p.p.), New Zealand
(5.4 p.p.), Australia (5.2 p.p.), Ireland (5.1 p.p.) and Greece
(5.0 p.p.).

It is important to notice that the differences between the
underlying balance and the net lending/borrowing (fiscal
balance) could be remarkable. For example in 2013 Greece
reported an underlying balance with a surplus of 3.5% as a
share of potential GDP, whereas the corresponding fiscal
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balance experienced a deficit of 12.3% as share of GDP, the
difference between both indicators was due to a combina-
tion of cyclical components and one off factors as the capi-
talisation of a fund to rescue the banking sector (see
indicators on General government fiscal balance and Gen-
eral government net saving).

Across OECD countries, the projections of the structural
balance as a share of potential GDP display a diminishing
trend for deficits, reaching an average of 2.7% and 2.3% as a
share potential GDP in 2015 and 2016 respectively. As eco-
nomic growth strengthens and fiscal consolidation contin-
ues to ease, temporary cyclical obstacles hampering the
recovery could be removed, under this scenario the
decreasing trend in structurally adjusted deficits is
expected to continue (OECD, 2014).

Methodology and definitions

Data are drawn from the OECD Economic Outlook,
No. 97 (database).

The structural fiscal balance, or underlying balance,
represents the fiscal balance as reported in the System
of National Accounts (SNA) framework adjusted for two
factors: the state of the economic cycle (as measured
by the output gap) and one-off fiscal operations. The
output gap measures the difference between actual
and potential GDP, the latter being an estimate of the
level of GDP that would prevail if the economy were
working at full capacity. Potential GDP is not directly
observable and estimates are subject to substantial
margins of error. One-off factors include both excep-
tional and irregular fiscal transactions as well as devi-
ations from trend in net capital transfers. For more
details, see OECD Economic Outlook “Sources and Meth-
ods” (www.oecd.org/eco/sources-and-methods).

Further reading

OECD (2015), OECD Economic Outlook: Vol. 2015/1 (Prelimi-
nary version), OECD Publishing, Paris, http://dx.doi.org/
10.1787/eco_outlook-v2015-1-en.

Figure notes

Data for Chile, Mexico, the Slovak Republic and Turkey are not available.
OECD unweighted average is not presented.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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2.6. General government structural balance as a percentage of potential GDP, 2007, 2009, 2013 and 2014
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Source: OECD Economic Outlook, No. 97 (Preliminary version), May 2015.
StatLink SazPa http://dx.doi.org/10.1787/888933248109

2.7. General government projected structural balance as a percentage of potential GDP in 2015 and 2016
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Source: OECD Economic Outlook, No. 97 (Preliminary version), May 2015.
StatLink = http://dx.doi.org/10.1787/888933248116
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General government gross debt

Governments accumulate debt to finance expenditures
above their revenues. As a result of the crisis, many
OECD countries raised spending via stimulus packages and
interventions to support financial institutions, therefore
incurring public debt. In many OECD countries revenue col-
lections also decreased, adding pressure to public finances.

In 2013, the average debt level in OECD countries reached
109.3% of GDP. Between 2007 and 2013, debt increased by
34.7 p.p. across OECD countries, with general government
debt increasing except in Israel, Sweden, Switzerland and
Norway. The highest increases were in Ireland, Greece and
Portugal, countries severely affected by the crisis and tar-
geted by special EU financial rescue programmes.
From 2013 to 2014, debt decreased in Czech Republic,
Ireland, Norway and Slovak Republic, while the highest
increases in debt occurred in Slovenia, Spain, Italy and
Belgium. Between 2007 and 2013, the annual average
growth rate of real government debt per capita in
OECD countries was 6.7%, reaching an average of
USD 42 863 PPP in 2013. Nonetheless, debt per capita varies
widely, from USD 86 682 PPP in Japan to USD 3 491 PPP in
Estonia. However, in Japan, the majority of government
debt is domestically owned, which has contributed to a sta-
ble issuance.

Public debt instruments have different types; the most
common are loans granted by financial institutions or debt
securities, which are bonds issued by governments. In
OECD countries debt securities represented on average 77%
of overall debt in 2013, ranging from around 90% in Korea
and Israel to 11% in Estonia. In contrast, in Greece (74.6%)
and Estonia (63.5%) the majority of debt was represented in
loans.

Methodology and definitions

Data are derived from the OECD National Accounts Sta-
tistics (database) and Eurostat Government finance statis-
tics (database), which are based on the System of
National Accounts (SNA). The SNA framework was
revised and most of the OECD countries have partly or
entirely implemented the updated 2008 SNA method-
ology (see Annex A). Debt is a commonly used con-
cept, defined as a specific subset of liabilities
identified according to the types of financial instru-
ments included or excluded. Generally, it is defined as
all liabilities that require payment or payments of
interest or principal by the debtor to the creditor at a
date or dates in the future. All debt instruments are
liabilities, but some liabilities such as shares, equity
and financial derivatives are not debt.

Debt is thus obtained as the sum of these liability
categories, whenever available/applicable in the finan-
cial balance sheet of the general government sector:
currency and deposits; debt securities; loans; insurance,
pension and standardised guarantee schemes; and
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other accounts payable, as well as, in some cases spe-
cial drawing rights (SDRs) (the last two included
under other liabilities in Figure 2.10). According to the
SNA, most debt instruments are valued at market
prices, when appropriate (although some countries
might not apply this valuation, in particular for debt
securities).

The treatment of government liabilities in respect of
their employee pension plans varies across countries,
making international comparability difficult. In
the 1993 SNA, only the funded component of the gov-
ernment employee pension plans was reflected in its
liabilities. However, the 2008 SNA recognises the
importance of the liabilities of employers’ pension
schemes, regardless of whether they are funded or
unfunded. For pensions provided by government to
their employees, countries have some flexibility in
recording unfunded liabilities in the core tables; this
has also been followed by the ESA 2010, its European
equivalent (although a new supplementary table will
be added showing liabilities and associated flows of
all pension schemes, whether funded or unfunded).
Some OECD countries, e.g. Australia, Canada, Iceland,
Sweden and the United States (including others
whose data source is the IMF Economic Outlook), record
employment-related pension liabilities, funded or
unfunded, in government debt data. For those coun-
tries (except non-OECD ones), an adjusted govern-
ment debt ratio is calculated by excluding from the
debt these unfunded pension liabilities. Government
debt here is recorded on a gross basis, not adjusted by
the value of government-held assets.

The SNA debt definition differs from the definition
applied under the Maastricht Treaty, which is used to
assess EU fiscal positions.

For information on the calculation of government
debt per capita see the “methodology and definitions”
section of the government revenues indicator. Figure
2.11, “Annual average growth rate of real government
debt per capita, 2007-13, 2009-13 and 2009-14”, avail-
able online at http://dx.doi.org/10.1787/888933248150.

Figure notes

Data for New Zealand are not available. Data for Korea and Switzerland
are for 2012 rather than 2013.

2.8: Data for Turkey are not included in the OECD average because of
missing time-series.

2.8 and 2.9: Data for Mexico are not included in the OECD average due to
missing time-series.

2.10: Data for Mexico are not available. Data for Australia, Canada,

Iceland, Sweden and the United States are not adjusted for the
unfunded pension liabilities.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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2.8. General government debt as a percentage of GDP, 2007, 2009, 2013 and 2014
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Sources: OECD National Accounts Statistics (database); Eurostat Government Finance Statistics (database). Data for the other major economies and Russia are
from the IMF Economic Outlook (April 2015).

StatLink SazPa http://dx.doi.org/10.1787/888933248129

2.9. General government debt per capita, 2009, 2013 and 2014

30000 —

USD PPP A 2009 Bl 2013 — 2014
90000 r Unadjusted debt (including unfunded pension liabilities)
80000 80000
70000 60000
60000 — 1= 40000
50 000 S = iy 20000 5
40000 ==

0

N

=AT= _ P e &
20000 = S 4
10000
0
N @%‘&&:”@\V«@\%g\ SEF S 0‘&@: STTF TR EL TSI REE TSRS
$ S
$ $
N

Sources: OECD National Accounts Statistics (database); Eurostat Government Finance Statistics (database). Data for the other major economies and Russia are
from the IMF Economic Outlook (April 2015).
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2.10. Structure of government debt by financial instruments, 2013
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Sources: OECD National Accounts Statistics (database); Eurostat Government finance statistics (database).
StatLink &= http://dx.doi.org/10.1787/888933248145
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The analysis of the difference between the financial assets
and liabilities held by governments (also known as finan-
cial net worth or as a broad description of net government
debt), gives an extensive measure of the government’s
capacity to meet its financial obligations. While the assets
reflect a source of additional funding and income available
to government, liabilities reflect the debts accumulated by
government. Thus, a consistent increase in the govern-
ment’s financial net worth over time indicates good finan-
cial health. Conversely, net worth may be depleted by debts
accumulated by government, indicating a worsening of fiscal
position and ultimately forcing governments to either cut
spending or raise taxes.

In 2013, OECD countries recorded on average a negative
financial net worth of 65.3% of the GDP. This figure almost
doubles the pre-crisis negative level (38.1% in 2007) reflect-
ing the effects of the global financial crisis on government
deficit and debt. Japan, Italy and Greece were the countries
with the largest negative financial net worth (showing val-
ues above their GDP), while only eight OECD countries
showed a positive financial net worth. Among the latter,
Norway was the country with the largest positive financial
net worth (above two times their GDP). In 2014, countries
like Portugal and Belgium also showed negative financial
net worth above their GDP.

Between 2007 and 2013, the largest declines in financial net
worth occurred in Ireland (84.4 p.p.), Spain (51.5 p.p.) and
Iceland (47.8 p.p.), showing the financial impact of govern-
ment interventions into the banking sector over this
period. To a lesser extent, other OECD countries such as
Portugal and the United States showed their financial net
worth drop during this period due to sharp decreases in the
value of assets and increased liabilities from fiscal stimulus
packages. Only four OECD countries saw their net worth
increase between the years 2007 and 2013, namely, Estonia
(3.8 p.p.), Norway (66.9 p.p.), Sweden (8.7 p.p.) and Switzer-
land (1.4 p.p.). Trend that was also maintained between the
year 2007 and 2014.

On average, the financial net worth represented
USD -25 504 PPP per capita in 2013 (around USD 7 000 lower
than in 2009). The levels observed across countries vary sig-
nificantly, from USD -44 610 in Japan and USD -41 734 in
the United States to USD 134 075 in Norway. Additionally,
among all OECD countries, less than a quarter of them
(Estonia, Greece, Korea, Sweden, Turkey and Norway) dis-
played an improvement of the government financial net
worth per capita between the years 2009 and 2013.

Methodology and definitions

Data are derived from the OECD National Accounts Sta-
tistics (database) and Eurostat Government finance statis-
tics (database), which are on the System of National
Accounts (SNA), a set of internationally agreed
concepts, definitions, classifications and rules for
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national accounting. The SNA framework has been
revised and most of the OECD countries have partly or
entirely implemented the updated 2008 SNA method-
ology (see Annex A for details). The financial net
worth of the general government sector is the total
value of its financial assets minus the total value of
its outstanding liabilities. The SNA defines the finan-
cial assets and the corresponding liabilities where
applicable/available in the financial balance sheet of
the institutional sector: monetary gold and SDRs; cur-
rency and deposits; debt securities; loans; equity and
investment fund shares; insurance, pension and stan-
dardised guarantee schemes; financial derivatives
and employee stock options; and other accounts
receivable/payable. According to the SNA, stocks of
financial assets and liabilities are valued at market
prices, when appropriate (although some countries
might not apply this valuation, in particular for debt
securities). Data are based on consolidated financial
assets and liabilities except for Chile, Japan and
Korea.

This indicator can be used as proxy measure for net
government debt as, similarly to the definition of
gross debt, the net debt can be restricted to gross debt
minus financial assets corresponding to debt instru-
ments (concept as defined in the Public Sector Debt Sta-
tistics: Guide for Compilers and Users).

The institutional set-up of recording unfunded liabili-
ties of government employees can have an impact on
financial net worth of general government in diverse
countries, making international comparability difficult.
This is the case for some OECD countries such as
Australia, Canada, Iceland, Sweden and the
United States. For that reason, in analogy to the gov-
ernment gross debt an adjusted financial net worth is
calculated for these countries.

For information on the calculation of financial net

worth per capita please see “methodology and defini-
tions” section of government revenues indicator.

Further reading

OECD (2014), National Accounts at a Glance 2014, OECD, Paris,
http://dx.doi.org/10.1787/na_glance-2014-en.

Figure notes

Data for New Zealand are not available. Data for Mexico are not included
in the OECD average due to missing time-series. Data for Korea and
Switzerland are for 2012 rather than 2013. Data for Chile, Japan and
Korea are reported on a non-consolidated basis.

2.12: Data for Turkey are not included in the OECD average due to miss-
ing time-series.

Information on data for Israel: http://dx.doi.org/10.1787/88932315602.
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2.12. General government financial net worth as a percentage of GDP, 2007, 2009, 2013 and 2014
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2.13. General government financial net worth per capita, 2009, 2013 and 2014
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OECD National Accounts Statistics (database); Eurostat Government Finance Statistics (database).
StatLink Sa=r http://dx.doi.org/10.1787/888933248172
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Fiscal balance ahd-debt by level of governm'e

Fiscal balance for a given level of government (from
national to local) is achieved when expenditures and reve-
nues are balanced. The situation where revenues exceed
expenses (positive balance) is called a surplus. On the con-
trary, a negative balance is called a deficit. While balances
are consolidated across all levels of government, depending
on the political and administrative structure, central and
sub-central governments share different degrees of fiscal
sovereignty. For example in federal countries, states have
higher autonomy to contract debt and levy taxes. The gen-
eral government debt (across all levels of government)
might be affected by modest changes in debt by a large
number of sub-central governments. Liabilities from
sub-central governments resulting from the need to
finance deficits through borrowing are considered as debt
of the sub-central governments. However, the capacity of
sub-central governments to incur debt is often limited
since they are usually subject to tight fiscal rules.

In 2013, central governments had a fiscal deficit reaching
on average 3.5% of GDP, 0.7 percentage points lower than
the average deficit of the general government (4.2%).
Greece and Slovenia were the two OECD countries with
larger deficits at the central government level (close to 15%
of the GDP). In contrast, Norway, Chile and New Zealand
showed a surplus (12%, 2% and 0.02% of the GDP respec-
tively). In 2014, countries such as Norway, Denmark,
Germany, Estonia, and Canada also experienced a surplus.
In federal (or quasi-federal) states such as Spain, the
United States, Canada and Australia over a quarter of 2013
general government balances were driven by the state
level.

On average, sub-central debt accounted for 20.7% of GDP
in 2013. Six OECD member countries have figures above the
OECD average, namely Canada (55.9%), Japan (37.3%),
Germany (29.8%), Spain (29.3%), Switzerland (22.3%) and
the United States (22.2%). Additionally, in 2013 and 2014
debt levels at sub-central level were on average higher in
federal states, and sometimes state government debt was
even higher than central government debt (e.g. Canada).

The structure of debt across levels of government
between 2007 and 2013 indicates that debt for sub-central
governments as a share of total debt decreased on average
by 6.2 percentage points. A considerable decline in the
share of sub-central debt occurred in the United States
(13.7 p.p.), Estonia (11.8 p.p.), Iceland (10.9 p.p.), Denmark
(8.9 p.p.), the United Kingdom (8.3 p.p.) and Ireland
(7.1 p.p.). However, as overall debt levels have continued to
increase in these countries, the declines can be attributed
to a slower growth of the debt at the sub-central levels
compared to the growth of debt at the central level.
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Methodology and definitions

Data are derived from the OECD National Accounts Sta-
tistics (database) and Eurostat Government finance statis-
tics (database), which are based on the System of
National Accounts (SNA), a set of internationally
agreed concepts, definitions, classifications and rules
for national accounting. The SNA framework has
been modified and most of the OECD countries have
partly or entirely implemented the updated 2008 SNA
methodology (see Annex A for details). Using SNA ter-
minology, general government consists of central,
state and local governments, and social security
funds. State government is only applicable to the nine
OECD countries that are federal states: Australia,
Austria, Belgium, Canada, Germany, Mexico, Spain
(considered a quasi-federal country), Switzerland and
the United States.

Fiscal balance also referred to as net leading (+) or net
borrowing (-) of general government, is calculated as
total government revenues minus total government
expenditures.

For additional information on debt, see the “method-
ology and definitions” section of the government
gross debt indicator.

Further reading

OECD (2013), OECD Regions at a Glance 2013, OECD, Paris,
http://dx.doi.org/10.1787/reg_glance-2013-en.

Vammalle, C. and C. Hulbert (2013), “Sub-national Finances
and Fiscal Consolidation: Walking on Thin Ice”, OECD
Regional Development Working Papers, 2013/02, OECD, http://
dx.doi.org/10.1787/5k49m8cqkcf3-en.

Figure notes

Local government is included in state government for Australia and
the United States. Australia does not operate government social
insurance schemes. For Japan data for sub-sectors of general govern-
ment refer to fiscal year. Social security funds are included in central
government in Norway, the United Kingdom and the United States.

2.15 and 2.16: Data for Chile and New Zealand are not available. Data for
Korea and Switzerland are for 2012 rather than 2013. Data for Japan,
Korea, Switzerland and the United States are reported on a non-
consolidated basis.

2.14: Data for Turkey are not available. Data for Chile are not included in
the OECD average. Data for Colombia are for 2012 rather than 2013.
Social security funds are included in central government in Ireland.

2.15: Data for Mexico are not available.

2.16: Data are consolidated within the subsectors of general govern-
ment. However, at the level of general government, flows between
levels of government are included. Data for Mexico and Turkey are
not included in the OECD average due to missing time-series.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Fiscal balance and debt by level of government

2.14. Government fiscal balances across levels of government as percentage of GDP, 2013 and 2014
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Sources: OECD National Accounts Statistics (database).
StatLink %i=m http://dx.doi.org/10.1787/888933248182

2.15. Government gross debt across levels of government as percentage of GDP, 2013 and 2014
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StatLink = http://dx.doi.org/10.1787/888933248190
2.16. Distribution of government gross debt across levels of government, 2007 and 2013
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Revenues raised by governments are used to finance the
provision of goods and services and carry out a redistribu-
tive role. The main two sources of government revenues are
taxes and social contributions. The amount of revenues
raised by governments is related to the economic fluctua-
tions associated to the business cycle as well as historical
and current policy choices. For example, governments
could choose to provide pensions directly, or allow the pro-
vision of retirement benefits by private providers. Their
decision will affect how much government revenue they
need to raise and by which instrument (e.g. taxes or social
contributions). While for a certain period of time additional
revenue requirements could be financed by acquiring debt,
in the long run, revenues and expenditures should be bal-
anced to guarantee the sustainability of public finances.

In 2013, general government revenues represented on aver-
age 37.7% of GDP across OECD countries, a similar figure to
pre-crisis levels (37.5% in 2007). However, between 2007
and 2009 average revenues decreased by 1.4 percentages
points reaching 36.0% of GDP. This decline could be primar-
ily attributed to sluggish or diminishing economic growth
during the global financial and economic crisis. In 2013 the
amount of revenues collected across countries varied sig-
nificantly. On the one hand, the general government reve-
nues in Denmark, Norway, Finland, France, Sweden and
Belgium were above 50% of GDP. On the other end of the
distribution Australia, Japan, Switzerland, the United States
and Korea collected around one third of GDP, while Mexico
was below one quarter. According to the latest data, only
available for a subset of OECD countries, government reve-
nues remained fairly stable between 2013 and 2014.
Denmark (2.5 p.p.) experienced the highest increase in reve-
nues that can be partially attributed to the return of eco-
nomic growth and enhanced internal demand (OECD 2014a).

An alternative way of comparing the size of government rev-
enues is by looking at the revenues collected per capita.
In 2013, OECD countries collected on average USD 16 851 PPP
per capita, and the two countries with the highest collec-
tions were Luxembourg and Norway (USD 40 295 PPP and
USD 36 431 PPP respectively). In the case of Luxembourg this
could be explained by the relative importance of cross-bor-
der workers who although working in Luxembourg, are not
counted as residents. In the case of Norway, collection
ratios can be attributed to oil revenues. In contrast, reve-
nues per capita are relatively lower in eastern European
countries that have, in general, weaker tax systems.

Between 2007 and 2013, the real government revenues per
capita increased on average at an annual pace of 0.13%
across OECD member countries. Nonetheless, the pace
sped up between 2009 and 2013 of the real government rev-
enues per capita increased by 2.4% each year and for OECD
countries with available information continued to be fairly
stable when adding an additional year (i.e. for the 2009-14
period). In contrast, accession countries and strategic part-
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ners reported a vigorous growth rate in revenues per capita
between 2009 and 2013, although with a slowdown when
an additional year is added (2009-14) in the cases where
data are available. All in all, these figures show that the
effects of the global financial and economic crisis deeply
challenged the ability of governments to collect revenues in
OECD countries compared to countries in other regions of
the world. However, for this last group the trend seems to
be changing as economic growth is slowing down.

Methodology and definitions

Revenues data are derived from the OECD National
Accounts Statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. There have been revi-
sions in the SNA framework and most of the
OECD countries have partly or entirely implemented
the updated 2008 SNA methodology (see Annex A for
details). Using SNA terminology, general government
consists of central government, state government,
local government and social security funds. Revenues
encompass taxes, net social contributions, and grants
and other revenues. Gross domestic product (GDP) is
the standard measure of the value of goods and ser-
vices produced by a country during a period.

Government revenues per capita were calculated by
converting total revenues to USD 2011 using the
OECD/Eurostat purchasing power parities (PPP) for
GDP and dividing them by population. For the coun-
tries whose data source is the IMF Economic Outlook an
implied PPP conversion rate was used. PPP is the num-
ber of units of country B’s currency needed to pur-
chase the same quantity of goods and services in
country A.

Further reading

OECD (2014), National Accounts at a Glance 2014, OECD, Paris,
http://dx.doi.org/10.1787/na_glance-2014-en.

Figure notes

Data for Chile are not available. Data for Colombia and Russia are 2012
rather than 2013.

2.17 and 2.18: Data for Turkey and are not included in the OECD average
due to missing time-series.

2.19: Data for Turkey are not available.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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General government revenues

2.17. General government revenues as a percentage of GDP, 2007, 2009, 2013 and 2014
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2.18. General government revenues per capita, 2009, 2013 and 2014
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Sources: OECD National Accounts Statistics (database). Data for the other major economies of Brazil, India, Indonesia and Ukraine are from the IMF

Economic Outlook (April 2015).
StatLink SazPa http://dx.doi.org/10.1787/888933248221

2.19. Annual average growth rate of real government revenues per capita, 2007-13, 2009-13 and 2009-14
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Sources: OECD National Accounts Statistics (database). Data for the other major economies of Brazil, India, Indonesia and Ukraine are from the IMF
Economic Outlook (April 2015).
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Structure of general government revenues

In 2013, taxes represented the largest share (on average
58.5%) of government revenues across OECD countries,
around, one quarter were collected through net social con-
tributions, while the remainder were for grants and other
revenues. However, OECD countries finance their public
expenditures in different ways. For example, Denmark and
Australia are relatively more dependent on taxes (over
80%% of total revenues). In contrast, Japan and Germany
relied relatively more on net social contributions (above
37%) while in Mexico and Norway grants and other reve-
nues exceeded 25% of total revenues, in both cases mostly
associated with earnings derived from oil resources.

Between 2007 and 2013, the structure of government reve-
nues remained stable on average across OECD countries.
While the share of taxes decreased by 2.1 p.p. it was coun-
terbalanced by relative increases in both net social contri-
butions (1.2 p.p.) and grants other than revenues (0.9 p.p.).
The highest declines in tax receipts occurred in
the Slovak Republic (7.3 p.p.) and Slovenia (6.7 p.p.). Net
social contributions increased the most in Japan (5.7 p.p.)
and Korea (4.5 p.p.). The highest increases in grants other
than revenues occurred in Hungary (6.6 p.p.) and
the Slovak Republic (6.2 p.p.). From 2013 to 2014, in OECD
countries with available information, the largest change in
the structure of revenues occurred in Greece where taxes
and net social contributions increased by 3.5 p.p. and
1.4 p.p. respectively while grants decreased by 4.8 p.p.

Many policy makers define taxes to include social security
contributions. Indeed this is the basis of tax revenue mea-
sures in the OECD Revenue Statistics (see “methodology
and definitions”). On average (unweighted) across OECD
countries one third of tax revenues (including social secu-
rity contributions) in 2012 were generated by taxes on
income and profits; another third by taxes on goods and
services; over a quarter from social security contributions
and the remaining from other types of taxes.

Between 2007 and 2012, the structure of tax revenues was
relatively stable; the most relevant change across OECD
member countries was an average decrease of 2.3 p.p. on
income and profit taxes. The majority of tax revenues in
Denmark, Australia and New Zealand were collected
through income and profits (over 55% of total taxation). On
the contrary, 43.7% of taxes in Hungary were levied on
goods and services (increasing by 6 p.p. since 2007). Taxes
on property are relatively higher (above 10%) in
the United Kingdom, the United States, Canada and Korea
than in other OECD countries.
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Methodology and definitions

Revenues data are derived from the OECD National
Accounts Statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. There have been revi-
sions in the SNA framework and most of the
OECD countries have partly or entirely implemented
the updated 2008 SNA methodology (see Annex A for
details). Revenues encompass taxes (e.g. taxes on
consumption, income, wealth, property and capital),
net social contributions (e.g. contributions for pen-
sions, health and social security; “net” means after
deduction of social insurance scheme service
charges, where applicable), and grants (e.g. from for-
eign governments or international organisations) and
other revenues (e.g. sales, fees, property income and
subsidies). These aggregates were constructed using
sub-account line items (see Annex B). The data pre-
sented in Figure 2.21 are from OECD Revenue Statistics.

The OECD Revenue Statistics and the SNA differ in their
definitions of tax revenues. In the SNA, taxes are com-
pulsory unrequited payments, in cash or in kind, made
by institutional units to the government. Net social
contributions are actual or imputed payments to social
insurance schemes to make provision for social bene-
fits to be paid. These contributions may be compulsory
or voluntary and the schemes may be funded or
unfunded. OECD Revenue Statistics treat compulsory
social security contributions as taxes whereas the SNA
considers them net social contributions because the
receipt of social security benefits depends, in most
countries, upon appropriate contributions having been
made, even though the size of the benefits is not nec-
essarily related to the amount of the contributions. Fig-
ure 2.22, Change in the structure of government
revenue, 2009 to 2013 (and 2014) is available online at:
http://dx.doi.org/10.1787/888933248264.

Further reading

OECD (2014), Revenue Statistics 2014, OECD, Paris, http://
dx.doi.org/10.1787/rev_stats-2014-en-fr.

Figure notes

2.20: Data for Chile are not available. In 2014, data for the OECD
non-European countries (apart from Canada and Korea) and for
Iceland, Turkey and Switzerland are not available. Data for Turkey are
not included in the OECD average due to missing time-series. Data
for Colombia and Russia are 2012 rather than 2013. Australia does
not collect revenues via social contributions because it does not
operate government social insurance schemes.

2.21: For the OECD countries part of the European Union total taxation
includes custom duties collected on behalf of the European Union. 2012
is the latest year for which data are available for all OECD countries.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Structure of general government revenues

2.20. Structure of general government revenues, 2007, 2013 and 2014
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Source: OECD National Accounts Statistics (database).
StatLink Si=m http://dx.doi.org/10.1787/888933248244

2.21. Breakdown of tax revenues as a percentage of total taxation, 2007 and 2012
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Source: OECD Revenue Statistics (2014).
StatLink Si=m http://dx.doi.org/10.1787/888933248253
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Revenue structure by level of govern

Revenues are collected differently across central, state and
local governments as they differ in terms of their ability to
levy taxes and collect social contributions. The amount of
taxes collected by sub-central governments provides a
proxy of their autonomous fiscal capacity, while the vol-
ume of the revenue transfers between levels of government
can be considered a proxy of the fiscal interdependence.
However, revenues include both own-source taxes and
shared taxes and for these latter, there is no autonomous
fiscal capacity. Limits on sub-central governments’ ability
to set their own local tax bases, rates and reliefs reduce
their power to generate their own revenue sources and
potentially their ability to provide more tailored public
goods and services.

On average, central governments collected the majority of
general government revenues in 2013 (50.6%), followed by
state governments (18.6%) and local governments (12.2%),
while the remainder was collected through social security
funds (18.6%). However, the revenue structure by levels of gov-
ernment can be quite different across OECD member coun-
tries. Central governments in Ireland, the United Kingdom,
New Zealand and Norway collected over 85% of general gov-
ernment revenues. In contrast, central governments in
Poland, Korea, Finland, Spain, France, Canada, Switzerland,
Germany and Japan collected less than 50.6% (the average of
OECD member countries). Central governments in Denmark
and Slovenia were the countries with the largest increase in
terms of share of general government revenues from 2013
and 2014, while Korea was the one with the largest reduction.

The OECD member countries with the highest collection of
revenues at sub-central level in 2013 were, on the one
hand, three federal countries in which state governments
collected the highest share of revenues: Canada (43.6%),
the United States (42.5%) and Australia (38.0%). On the
other hand local governments in Sweden, Korea and Japan
collected a larger share of total revenues (34.6%, 33.9% and
33.8% respectively).

In 2013, central government budgets across OECD member
countries were mainly financed by taxes, ranging from
91.3% in Switzerland to 53.9% in Norway. By contrast,
sub-central fiscal resources were mainly collected through
intergovernmental grants and other revenues. Only in fed-
eral countries such as Germany, Canada, Switzerland and
the United States did state governments raise the majority
of revenues via tax receipts.

Methodology and definitions

Revenues data are derived from the OECD National
Accounts Statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed national accounting. There have been revi-
sions in the SNA framework and most of the OECD
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countries have partly or entirely implemented the
updated 2008 SNA methodology (see Annex A for
details). Using SNA terminology, general government
consists of central, state and local governments, and
social security funds. State government is only appli-
cable to the nine OECD countries that are federal
states: Australia, Austria, Belgium, Canada, Germany,
Mexico, Spain (considered a quasi-federal country),
Switzerland and the United States. Data in Figures 2.23
and 2.25 (available on line) exclude transfers between
levels of government in order to see the contribution of
each sub-sector in general government total revenues,
which are at this level consolidated. However, data on
the structure of revenues at the central, state and local
levels include transfers between levels of government.
Table 2.25, Change in the distribution of government
revenues across levels of government, 2009 to 2013
(and 2014), as well as Figures 2.26 and 2.27 (structure of
state and local government revenues), are available
online at http://dx.doi.org/10.1787/888933248298, http://
dx.doi.org/10.1787/888933248307, http://dx.doi.org/
10.1787/888933248315 respectively.

Revenues encompass taxes (e.g. taxes on consump-
tion, income, wealth, property and capital), net social
contributions (e.g. contributions for pensions, health
and social security; net means after deduction of
social insurance scheme service charges, where
applicable), and grants and other revenues. Grants
can be from foreign governments, international
organisations or other general government units.
Other revenues include sales, fees, property income
and subsidies. These aggregates are not directly avail-
able in the OECD National Accounts, and were con-
structed using sub-account line items (see Annex B).

Further reading

OECD (2013), OECD Regions at a Glance 2013, OECD, Paris,
http://dx.doi.org/10.1787/reg_glance-2013-en.

Figure notes

Data for Chile are not available. Australia does not operate government
social insurance schemes. Data for Australia and Colombia refer to
the year 2012 rather than 2013.

2.23: In 2014, data for the OECD non-European countries (apart from
Canada and Korea) and for Iceland, Turkey and Switzerland are not
available. Data for Turkey are not included in the OECD average due
to missing time series. Transfers between levels of government are
excluded (apart from Australia, Korea, Japan and Turkey). Local gov-
ernment is included in state government for Australia and
the United States. Social security funds are included in central gov-
ernment in Ireland, New Zealand, Norway, the United Kingdom and
the United States.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Revenue structure by level of government

2.23. Distribution of general government revenues across levels of government, 2007, 2013 and 2014
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2.24. Structure of central government revenues, 2013 and 2014
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Source: OECD National Accounts Statistics (database).
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Public expenditures have two main objectives: produce
and/or pay for the goods and services delivered to citizens
and businesses, and redistribute income. In addition, the
amount of financial resources spent by governments pro-
vides an indication on the size of the public sector. Although
government expenditures are usually less flexible than gov-
ernment revenues they are also sensitive to economic devel-
opments associated with the business cycle and reflect
historical and current political decisions. For example, gov-
ernments could choose to transfer resources via subsidies
and grants or provide support by lowering tax rates to a
given economic sector or a group within the society.

Government expenditures represented on average 41.9% of
GDP across OECD countries in 2013. Greece (60.1%), Slove-
nia (59.7%), and Finland (57.8%) spent the most, whereas
Korea (31.8%) and Mexico (24.4%) spent the least.
Between 2007 and 2009 expenditures increased on average
by 5.4 p.p. due mainly to measures adopted to counteract
the global financial and economic crisis. The largest
increases took place in Estonia (11.7 p.p.) and Ireland
(11.6 p.p.), while a slight decrease occurred in Israel
(0.6 p.p.).

The overall trend changed for the period between 2009
and 2013, when government expenditures as a share of
GDP decreased on average by 2.5 p.p., mostly due to the
slowdown (or reduction in some cases) of expenditures
compared to the growth of GDP. As a response to the finan-
cial and economic crisis, countries implemented stimulus
packages mainly in 2008; however since 2009 most coun-
tries have rather sought to cut back on expenditures. The
strongest reductions occurred in Estonia (7.3 p.p.) and
Ireland (6.9 p.p.). In ten OECD countries expenditures
indeed grew during this period. The highest increase
occurred in Slovenia (11.2 p.p.), Greece (6.0 p.p.) and
Finland (3 p.p.). In the case of Slovenia the raise combines
social preferences for a well-developed welfare state and
poor expenditure controls. For Greece the change does not
correspond to mounting expenditures; on the contrary it is
triggered by the decrease of GDP at a higher pace than
expenditures since 2009. Finally for Finland competitive-
ness has deteriorated and output has fallen, as electronics
and forestry collapsed, while expenditures have continued
to growth.

In addition, according to the 2014 data, available for a sub-
set of OECD countries, government expenditures from 2013
to 2014 decreased substantially in Greece (10.7 p.p.) and
Slovenia (9.9 p.p.) as one off expenditures to capitalize the
banking system were registered in 2013. In 2014 Finland
(58.7%), France (57.3%) and Denmark (57.2%) reported the
highest spending as a share of GDP in 2014.

On average, across OECD countries government expendi-
tures per capita represented USD 16 491 PPP per capita
in 2013. However, OECD countries display large differences,
ranging from USD 39 518 PPP in Luxembourg to USD 4 128
PPP in Mexico, a difference over nine fold. Notwithstand-
ing, Mexico experienced a stable positive annual growth
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rate of 3.4% for both periods 2007-13 and 2009-13. On aver-
age, across OECD countries, expenditures per capita have
increased at an annual rate of 1.2% between 2007 and 2013,
while an annual decrease of 0.2% occurred between 2009
and 2013. Countries experienced similar trends when con-
sidering the 2009-14 period, where data are available, apart
from being reverted to slight increases for Austria (0.1%)
and Norway (0.01%). For Italy and Greece, the annual
growth rates were negative for the three periods analysed.

Methodology and definitions

Expenditures data are derived from the OECD National
Accounts Statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. There have been revi-
sions in the SNA framework and most of the
OECD countries have partly or entirely implemented
the updated 2008 SNA methodology (see Annex A for
details). In SNA terminology, general government
consists of central, state and local governments and
social security funds. Expenditures encompass inter-
mediate consumption, compensation of employees,
subsidies, property income (including interest spend-
ing), social benefits, other current expenditures
(mainly current transfers) and capital expenditures
(i.e. capital transfers and investments).

Gross domestic product (GDP) is the standard mea-
sure of the value of the goods and services produced
by a country during a period. Government expendi-
tures per capita were calculated by converting total
government expenditures to USD using the OECD/
Eurostat purchasing power parities (PPP) for GDP and
dividing by population (for the countries whose data
source is the IMF Economic Outlook an implied PPP
conversion rate was used). PPP is the number of units
of country B’s currency needed to purchase the same
quantity of goods and services in country A.

Further reading

OECD (2014), National Accounts at a Glance 2014, OECD, Paris,
http://dx.doi.org/10.1787/na_glance-2014-en.

Figure notes

Data for Chile are not available. Data for Russia and Colombia are 2012
rather than 2013.

2.28 and 2.29: Data for Turkey are not including in the OECD average due
to missing time-series.

2.30: Data for Turkey are not available.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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2.28. General government expenditures as a percentage of GDP, 2007, 2009, 2013 and 2014
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Source: OECD National Accounts Statistics (database). Data for the other major economies of Brazil, India, Indonesia and Ukraine are from the IMF
Economic Outlook (April 2015).

StatLink Si=m http://dx.doi.org/10.1787/888933248323

2.29. General government expenditures per capita, 2009, 2013 and 2014
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Source: OECD National Accounts Statistics (database). Data for the other major economies of Brazil, India, Indonesia and Ukraine are from the IMF
Economic Outlook (April 2015).

StatLink &a=r http://dx.doi.org/10.1787/888933248335

2.30. Annual average growth rate of real government expenditures per capita, 2007-13, 2009-13 and 2009-14
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OECD National Accounts Statistics (database). Data for the other major economies of Brazil, India, Indonesia and Ukraine are from the IMF

Economic Outlook (April 2015).
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Structure of general government expendrtures by functron (COFOG)

The breakdown of governments’ expenditures by function
and its evolution over time reflect the main priorities and
challenges of governments. Higher debt burden, high and
rising unemployment, the impact of ageing population, but
also common goals set by regional agreements (such as in
OECD-EU countries) on energy, infrastructure and research
and development programmes are all reflected in the struc-
ture of governments’ expenditures.

Governments in OECD countries spent the largest share of
total expenditures on social protection in 2013. On average
close to one third of government spending is dedicated to
social protection (32.4%). These are particularly high in
Nordic countries, Luxembourg, France, Germany, Japan,
Austria and Italy where they represent more than 40% of
total government expenditures. In France more than half
(55%) of social protection spending is on pensions 12% of it
is dedicated to sickness/disability benefits 10% to family/
children allowances and 8% to unemployment benefits
Although percentages vary (in particular for the share on
unemployment benefits), many OECD countries have gen-
erally a similar structure of social protection expenditures.

Governments’ spending on health care, general public ser-
vices (which includes the debt servicing) and in education
also represents important shares of government spending,
each above 10% on average in 2013. Spending on economic
affairs is also significant (9.5%) and varies from more than
25% in Greece to less than 7% in Denmark, Israel, Portugal
and the United Kingdom.

In 2013, OECD governments spent relatively less on defence
(5.5%), public order and safety (4.4%), housing and commu-
nity amenities (1.5%), recreation culture and religion (1.5%)
and environmental protection (1.2%) although depending
on countries this may vary quite significantly. Spending on
defence for instance is close to or above 10% in Israel
(14.4%) and the United States (9.8%) whereas it is close to or
below 1% in Hungary, Ireland, Iceland and Luxembourg.

Between 2007 and 2013, there has been an increase in total
government spending on social protection and health care.
Compared to before the financial crisis, governments
spend a relatively larger share on social protection espe-
cially in countries where unemployment had risen sharply
(Spain, Ireland, Portugal and Italy). Over the same period
spending on health care has increased on average in
OECD countries (+ 0.8 p.p.) driven to some extent by the
growing share of health care spending in the Netherlands
(+1.9 p.p.) and the United-States (+ 1.5 p.p.). In the few
countries where social protection and health care spending
decreased significantly over the period (Greece, Slovenia)
this is mainly due to the high increase in spending on eco-
nomic affairs (> 14 p.p. for both countries) to support eco-
nomic growth and programmes to reduce the rate of
unemployment of certain population groups.

Overall in OECD countries, the greater share of spending
dedicated to social protection and health care over the
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period has been compensated by a decrease of spending in
all other categories and especially in education (-0.8 p.p.),
general public services (-0.6 p.p.) and defence (-0.5 p.p.).
In 2013, out of 29 OECD countries for which data are avail-
able, 17 countries have reduced the share dedicated to edu-
cation compared to 2007. The highest decrease took place in
Slovenia (-3.2 p.p.) and in Iceland (-2.3 p.p.). Regarding gen-
eral public services the biggest decrease over the period took
place in Greece (-7.8 p.p.). This is mainly due to decreasing
annual spending on debt servicing as a result of the negotia-
tion and restructuration of the Greek government’s debt.

Methodology and definitions

Expenditures data are derived from the OECD National
Accounts Statistics (database) and Eurostat Government
finance statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. The SNA framework
was revised and most of the OECD countries have
partly or entirely implemented the updated 2008 SNA
methodology (see Annex A for details). Data on
expenditures are disaggregated according to the Clas-
sification of the Functions of Government (COFOG),
which divides expenditures into ten functions: gen-
eral public services; defence; public order and safety;
economic affairs; environmental protection; housing
and community amenities; health; recreation, culture
and religion; education; and social protection. Further
information about the types of expenditures included
in each category is available in Annex C.

Structure of governments by selected COFOG II level
priority functions are shown in Figure 2.33 (general
public services), Figure 2.34 (public order and safety),
Figure 2.35 (economic affairs), Figure 2.36 (health
care), Figure 2.37 (education) and Figure 2.38 (social
protection). These are available on line (http://
dx.doi.org/10.1787/888933248370; http://dx.doi.org/
10.1787/888933248384; http://dx.doi.org/10.1787/
888933248399; http://dx.doi.org/10.1787/888933248407;
http://dx.doi.org/10.1787/888933248412; http://
dx.doi.org/10.1787/888933248422).

Table notes

Data are not available for Canada, Chile, Mexico, New Zealand and
Turkey. Iceland: 2012 rather than 2013. Data for Spain in Economic
Affairs in 2013 include EUR 4 897 million of financial aids to the banks.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Structure of general government expenditures by function (COFOG)

2.31. Structure of general government expenditures by function, 2013

) ) ) Housing and .
Gef;:rr?ié)eusbhc Defence P; r:) d“(; ;f;(:;r Economic affairs En;’f';?géntig?]tal comma_nity Health Rec;ﬁztlgrlli,g?grl:ure Education Social protection
amenities
Australia 129 3.9 47 1.1 29 1.7 18.8 2.0 14.4 21.7
Austria 14.2 12 2.6 1.1 1.0 0.7 15.6 1.9 9.8 419
Belgium 15.5 1.7 34 12.2 1.8 0.6 14.6 24 11.8 36.1
Czech Republic 1.1 1.8 42 143 25 2.0 174 27 12.3 31.7
Denmark 136 2.3 1.8 6.3 0.7 05 15.3 32 12.3 43.9
Estonia 10.3 4.7 49 125 1.7 14 13.0 5.4 15.4 30.7
Finland 144 26 24 8.2 0.4 0.7 145 25 11.2 431
France 1.9 31 29 8.7 18 24 14.2 26 9.6 42.9
Germany 143 2.4 35 75 1.3 09 15.8 1.9 9.7 42.6
Greece 16.3 3.6 3.1 255 1.4 0.5 8.6 11 7.6 324
Hungary 20.9 1.0 42 13.7 1.8 16 104 37 9.5 33.3
Iceland 19.2 0.0 3.1 104 13 24 16.3 6.9 16.9 23.6
Ireland 16.5 1.0 3.9 7.5 1.6 16 17.4 1.8 10.2 38.6
Israel 13.5 14.4 3.9 6.8 15 11 12.2 3.7 16.3 26.6
Italy 17.5 23 38 8.2 1.8 14 141 14 8.0 41.3
Japan 10.6 21 3.1 103 2.8 18 175 0.9 85 42.4
Korea 1741 7.8 4.0 16.8 2.4 3.0 12.1 2.2 16.3 18.4
Luxembourg 115 0.8 2.3 95 2.6 1.6 1.9 2.6 12.7 444
Netherlands 11.0 25 42 8.2 32 1.1 17.7 34 11.8 36.7
Norway 97 31 23 10.6 19 16 17.0 31 1.1 39.7
Poland 135 39 5.3 9.6 1.8 17 10.9 25 12.5 38.3
Portugal 17.9 21 44 6.7 0.8 14 13.3 2.0 13.5 37.8
Slovak Republic 134 31 8.0 7.9 22 17 18.3 31 12.2 30.1
Slovenia 1.3 16 36 24.2 12 12 11.6 3.0 10.9 314
Spain 15.5 21 45 10.0 1.9 1.0 13.6 2.6 9.1 39.7
Sweden 14.6 2.8 2.6 8.1 0.6 14 13.1 2.0 124 42.3
Switzerland 1.7 3.0 49 12.3 22 0.6 6.5 25 17.8 38.6
United Kingdom 125 5.0 48 6.8 1.8 15 16.7 1.7 12.0 37.2
United States 14.3 9.8 5.6 9.2 0.0 15 22.3 0.7 16.0 20.7
OECD WA 13.8 5.5 4.4 9.5 1.2 1.5 11.7 1.5 12.5 32.4
OECD UWA 14.0 3.3 3.9 10.8 1.7 1.4 14.5 2.6 121 35.7
Latvia 13.2 24 52 13.0 1.8 33 10.0 42 15.7 31.2

Source: OECD National Accounts Statistics (database); Eurostat Government Finance Statistics (database). Data for Australia are based on Government Finance
Statistics provided by the Australian Bureau of Statistics. StatLink Sm=m http://dx.doi.org/10.1787/888933248350

2.32. Change in the structure of general government expenditures by function, 2007 to 2013

’ - ) Housing and .
Ger;zrre\illi geusbllc Defence P::dhg;::;r Economic affairs E”g;g?g{mg?]tal commgpity Health Rec;ﬁztlglli,g?g:]ture Education Social protection
amenities
Australia 23 -0.4 -04 -0.9 0.7 -0.6 -0.1 -0.4 0.1 -0.2
Austria -12 -0.3 -0.1 -0.9 0.1 -0.1 03 -0.3 0.2 22
Belgium -2.6 -0.4 0.0 0.9 0.6 -0.2 0.6 -0.1 0.2 1.2
Czech Republic 04 -09 -0.6 1.7 0.1 -0.4 1.0 -0.2 0.6 1.9
Denmark 0.1 -0.5 0.0 0.4 -0.3 -0.2 -0.2 -0.2 0.3 0.7
Estonia 05 1.0 -13 -0.7 -0.8 -0.4 03 -0.6 -1.8 38
Finland 02 -0.3 -0.2 -11 -0.2 0.0 0.3 03 -1.2 22
France -1.8 -0.2 0.1 05 0.1 0.2 -0.1 0.1 -0.5 15
Germany 0.1 0.2 0.0 0.2 0.1 -1.0 1.0 0.0 0.6 -1.3
Greece -7.8 2.3 -0.1 15.9 -0.3 0.0 -4.2 -0.2 03 -13
Hungary 18 -1.6 0.2 0.7 0.6 -0.4 0.4 0.8 Sit5) -1
Iceland 6.0 -0.1 -04 -34 -0.2 1.3 -24 -2.0 -2.3 34
Ireland 6.8 -0.2 -05 -3.8 -1.2 -4.0 B3] -0.3 -2.1 6.4
Israel -37 2.2 0.3 0.7 0.2 -0.3 0.7 05 22 16
Italy -0.8 -0.1 -0.1 -0.7 0.1 0.0 -0.2 -0.4 -1.6 39
Japan -1.7 -0.2 -04 0.6 -0.5 -0.4 1.0 -0.1 -0.9 25
Korea -0.5 -0.1 -0.1 -34 -0.6 -0.7 16 -0.1 0.7 313
Luxembourg -0.5 0.2 0.0 -15 0.1 0.1 -0.2 -0.7 06 19
Netherlands -1.9 -0.5 -0.1 -17 -0.4 0.2 1.9 -0.1 -0.2 3.0
Norway -4.5 -0.7 0.2 15 0.5 0.2 0.2 0.2 -0.6 3.0
Poland 0.8 -0.6 0.1 -1.2 03 -0.9 0.5 -0.1 -0.8 1.7
Portugal 26 -0.6 05 -2.9 -0.5 -0.4 -25 -03 -0.9 5.0
Slovak Republic 22 -1.9 1.2 -4.1 0.5 -0.4 0.5 1.0 0.4 0.6
Slovenia -1.8 -1.6 -04 14.8 -0.5 -0.2 -2.3 0.1 -3.2 -4.9
Spain 29 -0.4 -0.3 -33 -0.7 -1.3 -1.0 =18 -1.2 6.7
Sweden -0.8 -0.3 0.0 03 -0.1 0.0 03 0.0 -0.3 1.0
Switzerland -1 0.0 0.1 -0.6 0.6 -0.1 0.4 0.1 0.4 0.2
United Kingdom 1.8 -0.2 -0.9 -0.3 -0.3 -1.0 0.9 -05 -1.8 24
United States -0.9 -0.9 -0.3 -0.6 0.0 -0.3 15 -0.1 -1 26
OECD WA -0.6 -0.5 -0.2 -0.3 -0.1 -0.4 0.8 -0.2 -0.8 2.3
OECD UWA -0.1 -0.6 -0.1 0.1 -0.1 -0.4 0.0 -0.2 -0.5 1.9
Latvia 17 -1.7 -2.1 -1.0 -0.8 -0.3 -2.0 -0.8 -0.8 78

Sources: OECD National Accounts Statistics (database); Eurostat Government Finance Statistics (database). Data for Australia are based on Government Finance
Statistics provided by the Australian Bureau of Statistics. StatLink &= http://dx.doi.org/10.1787/888933248369
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Structure of general government expenditures by nsaction

Government expenditures go beyond production related
expenditures. In a government budget perspective, eco-
nomic transactions such as gross capital formation, social
benefit payments, interest payments generated by the pub-
lic debt and subsidies are also included determining the
total government expenditures. All these transactions
together have the advantage of better capturing on what
government spends taxpayers’ money and also its ability to
stimulate the demand.

Generally, the largest expenditure component of general
government is social benefits followed by the compensation
of employees. In 2013, on average, these two items
accounted for 62.8% of the total government expenditures
across OECD countries. In general, OECD countries devoted
39.8% of the total expenditures to social benefits. However,
there are several differences across countries. On the one
side, social benefits in countries like Iceland, Israel, Mexico,
Canada and Korea were between 14 and 30 p.p. lower than
the OECD average. On the other side, Germany devoted
13.7 p.p. more than the OECD average to this item. In gen-
eral, OECD countries devoted 22.9% of the total expenditures
to compensation of employees. Despite being on average the
second largest share, several differences were found across
OECD countries. The share of this item was 14.9 p.p. larger in
Mexico, where it almost reached 40% of total expenditures,
and 9.3 p.p. larger in Iceland (exceeding 32% of the total
expenditures). Intermediate consumption was the third
largest economic transaction, accounting for 14.8% of the
total government expenditures. Finally, the capital expendi-
tures accounted for 9.6% of total expenditures, 6.9% was
devoted to property income (mostly interest payments)
while the remaining 6% was devoted to other current expen-
ditures and subsidies.

Between 2007 and 2013, the share of general government
expenditures across OECD countries devoted to social ben-
efits was the economic transaction with the highest
increase (3.1 p.p.). This increment reflects the impact on
OECD countries in supporting social phenomena related to
the economic crisis such as increases in unemployment.
Specifically, the highest increases took place in countries
such as Ireland and Spain (7.4 p.p. and 7.1 p.p. respectively).
Nevertheless, over the same period some of the
OECD countries experienced a decrease: Slovenia, Greece
and Hungary were the most affected (-5.8 p.p. and -1.7 p.p.
and -1.5 p.p. respectively). Despite that, Greece reveals a
different picture when analysing the evolution of this item
over the latest period 2013-14, showing an increase of the
share of social benefits by 7.8 p.p.

Over the period 2007-13, the share of compensation of
employees to the total expenditures decreased signifi-
cantly across OECD countries (-1.4 p.p.). Traditionally,
adjustments in the wages or the number or employees in
government have been the main measures taken by OECD
governments to decrease the compensation of employees.
Despite this general trend, seven OECD countries displayed
positive figures namely, Norway (1.8 p.p.), Israel (0.8 p.p.),
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Slovak Republic (0.7 p.p.), Germany and Canada (both
0.3 p.p.) and Estonia and Switzerland (below 0.3 p.p.). Simi-
larly, the share of capital expenditures over the total expen-
ditures decreased across OECD countries (-1.3 p.p.). Ireland
and the Czech Republic experienced the largest decreases
over this period (-10.6 p.p. and -4.9 p.p., respectively), a
similar trend that was also observed between the
years 2007 and 2014 (-9.0 p.p. and -4.2 p.p.).

Methodology and definitions

Expenditures data are derived from the OECD National
Accounts Statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. There have been revi-
sions in the SNA framework and most of the
OECD countries have partly or entirely implemented
the updated 2008 SNA methodology (see Annex A for
details). Expenditures encompass the following eco-
nomic transactions: intermediate consumption, com-
pensation of employees, subsidies, property income
(including interest spending), social benefits (consist-
ing of social benefits other than social transfers in
kind and of social transfers in kind provided to house-
holds via market producers), other current expendi-
tures (mainly current transfers but also other minor
expenditures as other taxes on production, current
taxes on income and wealth etc. and the adjustment
for the change in pension entitlements) and capital
expenditures (i.e. capital transfers and investments).
All these transactions at the level of government are
recorded on a consolidated basis (i.e. transactions
between levels of government are netted out).
Figure 2.40, Change in the structure of general gov-
ernment expenditures by economic transaction, 2007
to 2014 is available online at http://dx.doi.org/10.1787/
888933248447.

Further reading

OECD (2014a), National Accounts at a Glance 2014, OECD Pub-
lishing, Paris, http://dx.doi.org/10.1787/na_glance-2014-en.

OECD (2014b), OECD Factbook 2014: Economic, Environmental
and Social Statistics, OECD Publishing, Paris, http://
dx.doi.org/10.1787/factbook-2014-en.

Figure notes

Data for Australia, Chile and Turkey are not available. Data for Colombia
and Russia refer to the year 2012 rather than 2013.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Structure of general govern

ment expenditures by economic transaction

2.39. Structure of general government expenditures by economic transaction, 2013 and 2014 and change 2007 to 2013

Intermedi'fite Compensation Subsidies Pr.opert.y income Social benefits Other cyrrent Capital expenditures
consumption of employees (incl. interest) expenditures

2013 2014 200";7”9133 2013 2014 205‘37"383 2013 2014 200";7”9133 2013 2014 zcoh(?;%% 2013 2014 g‘g’;ﬂ% 2013 2014 200";7”91% 2013 2014 zcoh(;"ﬂg

Austria 128 124 07 |209 202 -03 | 28 28 -03 | 49 45 -15 [452 446 25 | 65 62 07 | 7.0 93 -19
Belgium 73 73 03 229 230 -10 | 54 53 07 | 57 57 -23 [462 465 14 | 50 48 05 | 76 74 09
Canada 233 236 1.2 298 301 03 | 29 28 01 | 80 79 25 (229 232 08 | 29 29 01 [102 95 01
CzechRepublic 121 117 -1.8 |17.2 170 -04 | 64 65 23 | 32 32 05 |455 448 34 | 52 50 08 [105 118 -49
Denmark 165 165 04 |294 295 -15 38 39 00 30 27 -02 |339 338 09 63 62 -03 69 74 08
Estonia 170 173 02 |276 285 02 | 19 11 -06 | 04 03 -01 (322 326 38 | 52 47 05 [157 154 -38
Finland 201 201 11 |250 244 19 | 23 23 -03 | 22 22 -08 |376 384 22 | 52 51 01 | 76 76 -03
France 91 89 02 226 227 11 | 30 39 04 | 40 38 -1.0 [451 455 15 | 70 68 05 | 91 85 -04
Germany 106 106 1.6 |17.5 176 03 | 20 21 03 | 45 40 -17 |535 543 -07 [ 50 49 10 | 69 66 -0.2
Greece 76 90 65 200 243 32 | 20 21 18 | 66 79 31 [350 428 17 | 29 39 -08 [259 101 135
Hungary 15.0 157 24 |204 211 -25 27 26 -01 92 82 11 |345 320 -15 6.7 741 12 | 116 133 -0.7
Iceland 255 . 00 |33 . -27 [39 . -03 [114 . 53 [160 . 24 | 43 . 01 | 65 . -48
Ireland 15 120 -22 |262 257 -19 | 23 24 -02 [108 104 80 |402 394 74 | 40 35 -04 | 49 65 -106
Israel 249 . 04 |253 . 08 |20 . 02 |97 . 30 [173 . 08 [121 . 04 |86 . 12
Italy 1.0 109 06 |201 198 -17 | 33 35 09 | 95 91 -07 |443 450 35 | 47 45 00 |71 71 26
Japan 101 . 03 [141 . 31 |15 . 00 | 51 . 04 [539 . 34 [35 . 02 (18 . 02
Korea 142 137 -04 |21.0 211 -21 09 09 -03 56 55 -1.0 |256 268 46 |123 127 23 |205 193 -31
Luxembourg 86 84 06 189 191 04 | 39 43 05 | 10 08 03 [484 483 11 | 82 83 09 [110 108 -21
Mexico 122 . 00 |376 . 14 |45 . 07 | 73 . 04 | 93 . 17 [11 . 26 [181 . -33
Netherlands 139 135 07 |198 197 04 | 26 25 -04 | 33 31 -14 (482 479 46 | 43 49 -05 | 80 84 -2
NewZealand 160 . 02 |[235 . 02 | 09 . 01 |44 . 02 [369 . 07 |68 . 03 114 . -09
Norway 136 135 02 [309 305 18 | 43 42 01 | 15 14 -47 |346 345 14 | 53 57 04 | 99 103 07
Poland 139 144 00 |244 244 02 16 14 -06 59 47 08 |385 389 15 55 52 -01 [101 11.0 -19
Portugal 15 120 07 |248 242 46 | 12 14 -05 | 98 101 32 [407 402 44 | 59 55 04 | 61 66 -21
Slovak Republic 127 13.0 -0.8 |206 209 07 | 26 23 -06 | 46 46 08 |461 457 14 | 45 40 -01 | 88 94 -15
Slovenia 114 134 -18 |210 232 36 | 18 17 -19 | 42 65 13 [322 370 -58 | 47 43 -02 (247 138 119
Spain 120 120 -09 |246 248 -09 | 22 24 06 | 74 75 33 [427 431 71 | 40 38 -01 | 70 65 -81
Sweden 159 160 03 |237 239 1.1 | 31 33 03 | 18 17 17 [334 330 07 [131 131 11 | 89 90 04
Switzerland 12.9 .03 |223 00 |[103 . 06 1.9 . 1.7 ]335 . 04 6.6 .17 | 125 . 06
United Kingdom 253 255 0.1 |214 214 34 | 12 13 -03 | 63 62 12 [322 323 33 |62 57 -03 |74 77 -06
United States ~ 17.5 -08 | 258 14 | 09 01 | 93 -04 | 3638 49 | 07 -01 | 89 -2
OECD WA 14.8 -0.3 | 229 1.4 | 20 0.0 | 6.9 0.5 [39.8 31 | 40 0.3 | 9.6 13
OECD UWA 14.4 -0.2 | 23.6 -1.2 2.9 0.0 5.6 -0.1 |36.9 2.0 6.0 0.4 |10.7 -0.9
Colombia 15.0 09 |23 . -04 | 04 . 01 |73 . 35 (332 . 20 (109 . 10 [109 . 17
Latvia 170 168 1.0 |255 254 -39 | 16 18 -06 | 40 37 30 [312 300 83 | 75 94 -19 [132 128 59
Russia 206 -0.7 | 281 34 | 15 -05 | 16 03 |296 55 | 59 05 | 127 74

Source: OECD National Accounts Statistics (database).
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overnment

Governments are traditionally responsible for the provision
of public goods and services (e.g. education and health
care) as well as for the redistribution of income (e.g. social
benefits and subsidies). Furthermore, the responsibility for
financing these tasks is shared between different levels of
government. The need to improve the quality and effi-
ciency of government spending has confirmed sub-central
governments as important players in the implementation
of public policies. Indeed, sub-central governments could
be considered better equipped than central governments to
obtain information on local needs and better placed to tai-
lor the provision of public services.

In 2013, 42.8% of general government expenditures were
undertaken by central governments across OECD countries.
An additional 37.8% was covered by state and local govern-
ments while the social security funds accounted for the
remaining 19.4%. However, the level of decentralisation
varies considerably across OECD countries, and this also
has an effect on the spending responsibilities. For example,
in Ireland (unitary state), 90.4% of total spending was car-
ried out by central government in 2013 and 91.2% in 2014,
representing an increase of 9.4 percentage points
between 2007 and 2014. In contrast, state and local govern-
ments in Belgium, Canada, Germany, Spain, Switzerland
and Mexico (federal or quasi federal states) account for a
larger share of public expenditures than the central govern-
ment.

In general, central governments spend a relatively large
proportion of their budgets on social protection
(e.g. pensions and unemployment benefits), general public
services (e.g. executive and legislative organs, public debt
transactions) and defence than state and local govern-
ments. In half of OECD countries, expenditures on social
protection represent the largest share of central govern-
ment budgets. In Belgium and Spain, central governments
allocate over 60% of their budgets to general public ser-
vices.

Between 2007 and 2013, the share of expenditures corre-
sponding to sub-central governments increased in several
countries. Highest increases were recorded by Norway
(2.4 p.p.), Canada (2.0 p.p.), Switzerland (1.5 p.p.) and Finland
(1.1 p.p.). On the contrary, European countries with high fis-
cal pressure during the crisis such as Slovenia (9.0 p.p.),
Ireland (8.5 p.p.), Hungary (7.2 p.p.) and Greece (4.3 p.p.)
experienced increases in the share of central government
expenditures to total government spending during the
same period.
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Methodology and definitions

Expenditures data are derived from the OECD National
Accounts Statistics (database) and Eurostat Government
finance statistics (database), which are based on the
System of National Accounts (SNA), a set of internation-
ally agreed concepts, definitions, classifications and
rules for national accounting. There have been revi-
sions in the SNA framework and most of the OECD
countries have partly or entirely implemented the
updated 2008 SNA methodology (see Annex A for
details). Expenditures encompass intermediate con-
sumption, compensation of employees, subsidies,
property income (including interest spending), social
benefits, other current expenditures (mainly current
transfers) and capital expenditures (i.e. capital trans-
fers and investments). General government consists
of central, state and local governments and social
security funds. State government is only applicable to
the nine OECD countries that are federal states:
Australia, Austria, Belgium, Canada, Germany, Mexico,
Spain (considered a quasi-federal country), Switzerland
and the United States.

Data in Figure 2.41 and Table 2.42 (Change in the distri-
bution of government expenditures across levels of gov-
ernment, 2009 to 2013 and 2014) exclude transfers
between levels of government and thus provide a rough
proxy of the overall responsibility for providing goods
and services borne by each level of government. How-
ever, data on the structure of expenditures at the cen-
tral, state, and local levels (Figure 2.43 and Tables 2.44
and 2.45) include transfers between levels of govern-
ment and therefore illustrate how much is spent on
each function at each level of government. Figure 2.43
and Tables 2.42, 2.44 and 2.45 are available online (http:/
/dx.doi.org/10.1787/888933248478; http://dx.doi.org/
10.1787/888933248464; http://dx.doi.org/10.1787/
888933248482; http://dx.doi.org/10.1787/888933248492).

Further reading

OECD (2013), OECD Regions at a Glance 2013, OECD, Paris,
http://dx.doi.org/10.1787/reg_glance-2013-en.

Figure notes

Data for Chile are not available. In 2014, data for the OECD non-Euro-
pean countries (apart from Canada and Korea) and for Iceland, Turkey
and Switzerland are not available. Data for Turkey are not included in
the OECD average due to missing time-series. Transfers between levels
of government are excluded (apart from Australia, Korea, Japan and Tur-
key). Local government is included in state government for Australia
and the United States. Australia does not operate government social
insurance schemes. Social security funds are included in central govern-
ment in Ireland, New Zealand, Norway, the United Kingdom and
the United States. Australia and Colombia: 2012 rather than 2013.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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2.41. Distribution of general government expenditures across levels of government, 2007, 2013 and 2014
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Government investment spending

Governments have various tools to promote economic
growth and societal well-being. Government undertakes
long-term investments in public infrastructures as well as
research and development that can contribute to balancing
the economic cycles, create new jobs and enhance produc-
tivity by applying counter-cyclical policies).

In 2013, on average, OECD governments invested 7.8% of
total government spending varying from 17.2% in Korea to
less than 4% in Ireland. Between 2007 and 2013, OECD
countries experienced an average reduction of government
investment by 1.3 p.p. While at the beginning of the crisis
investment played a role as a tool for countercyclical fiscal
policies; starting shortly afterwards, consolidation policies
have crowded out public investment hence increasing vol-
atility and affecting the overall efficiency of public spend-
ing. From 2013 to 2014, government investment as a share
of total government expenditure increased substantially in
Greece and Slovenia (3.3 p.p. and 2.7 p.p. respectively)
almost recovering to 2009 levels (-1 p.p. in both cases).

In 2013, government investment as a share of total invest-
ment in the economy reached on average 15.9%. Greece is
the country with the largest share (23.2%) followed by
Slovenia and Luxembourg (22.6% and 22.1% respectively).
Between 2009 and 2013 the majority of OECD countries
reduced their government investment due to the imple-
mentation of austerity programmes.

The investment patterns in OECD countries are shaped, to
a great extent, by the political and administrative structure.
In this respect, sub-central governments have an important
role reaching in 2013 on average about 60% of the total gov-
ernment investment. However, countries such as the Chile,
Greece and the Slovak Republic experienced large propor-
tions of government investment carried out by the central
government (above 70%). Between 2007 and 2014, no com-
mon trend exists toward investment decentralisation while
Ireland has experienced a significant increase of central
government investment (38.2 p.p.).

Methodology and definitions

Data are derived from the OECD National Accounts Statis-
tics (database), which are based on the System of National
Accounts (SNA), a set of internationally agreed concepts,
definitions, classifications and rules for national
accounting. There have been revisions in the SNA
framework and most of the OECD countries have partly
or entirely implemented the updated SNA 2008
methodology (see Annex A for details). General govern-
ment investment includes gross capital formation and
acquisitions, less disposals of non-produced non-
financial assets. Gross fixed capital formation (also
named as fixed investment) is the main component
of investment consisting for government, mainly of
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transport infrastructure but also including infra-
structure such as office buildings, housing, schools,
hospitals, etc. Moreover, with the SNA 2008 frame-
work expenditures in research and development have
been also included in fixed investment. Government
investments together with capital transfers consti-
tute the category of government capital expenditures.

Total investment refers to the investment spending of
the entire economy, including expenditures by gen-
eral government, non-financial corporations, finan-
cial corporations, households and non-profit
institutions.

Government consists of central, state and local govern-
ments and social security funds. State government is
only applicable to the nine OECD countries that are
federal states: Australia, Austria, Belgium, Canada,
Germany, Mexico, Spain (considered a quasi-federal
country), Switzerland and the United States. Figures
2.49, Government investment as percentage of GDP,
2007, 2009, 2013 and 2014 and 2.50, Change in the dis-
tribution of investment spending across levels of gov-
ernment, 2007 to 2013 and 2014 are available on line
(http://dx.doi.org/10.1787/888933248538; http://
dx.doi.org/10.1787/888933248548).

Further reading

OECD (2014), Recommendation on Effective Public Investment
Across Levels of Government, OECD, Paris, www.oecd.org/
regional/regional-policy/Principles-Public-Investment.pdf.

OECD (2013), OECD Regions at a Glance 2013, OECD, Paris,
http://dx.doi.org/10.1787/reg_glance-2013-en.

Figure notes

Data for Chile and Turkey are not included in the OECD average because
of missing time series. Data for, Colombia and the Russia are for 2012
rather than 2013. Differences in the data availability between 2.46
and 2.47 are due to the use of different data tables within the OECD
National Accounts Statistics (database).

2.46: Data for Chile are not available.

2.47: Data for Iceland are not available. Data for Korea are not included
in the OECD average because of missing time series. Data for Korea
and Switzerland and China are for 2012 rather than 2013. Total
investment for Luxembourg and Turkey refers to gross capital forma-
tion (i.e. acquisition less disposals of non-financial, non-produced
assets are not included).

2.48: Data for Turkey are not available. Local government is included in
state government for Australia and the United States. Australia does
not operate government social insurance schemes. Social security
funds are included in central government in Ireland, New Zealand,
Norway, the United Kingdom and the United States.

Information on data for Israel: http://dx.doi.org/10.1787/88932315602.
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Government investment spending

2.46. Government investment as a share of total government expenditures, 2007, 2009, 2013 and 2014
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2.47. Government investment as a share of total investment, 2007, 2009 and 2013
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2.48. Distribution of investment spending across levels of government, 2013 and 2014
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Source: OECD National Accounts Statistics (database).
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Production costs and outsourcing of
Governments use a mix of their own employees, capital and
outside contractors to produce goods and services. Produc-
tion costs are computed as the share of government expendi-
tures dedicated to the production of goods and services.
While some governments choose to outsource the production
of most goods and services, others produce the goods and ser-
vices themselves. Outsourcing can take place in two ways.
Governments can either purchase goods and services to be
used as inputs, or they can pay a non-profit or private entity
to provide the goods and services directly to the end user.

In 2013, the production costs of goods and services repre-
sented on average a 21.3% of GDP. However a large variation
is observed across OECD countries, ranging from 32.2% in
Finland to 12.3% in Mexico. Between 2007 and 2013, produc-
tion costs as a share of GDP increased on average by 1.1 p.p.
across OECD countries. This increase was primarily driven
by increases in the cost of goods and services produced by
private and non-profit agencies (0.7 p.p.). Few countries
experienced a reduction of production costs over the same
period. In Israel (0.7 p.p.) and Greece (0.1 p.p.) the decline
took place mainly through a lower share of costs of goods
and services used and financed by government, while for
Hungary (0.6 p.p.), Poland (0.3 p.p.) and Portugal (0.1 p.p.) it
took place through a lower share of compensation for gov-
ernment employees. Countries such as Greece, Portugal
and the United Kingdom also experienced a reduction of
production costs over the period 2007-14.

Compensation of general government employees repre-
sented on average 45.2% of the production costs across OECD
countries in 2013. A lower share (41.9%) corresponded to out-
sourcing, while the remaining 12.9% was represented by
other production costs. Differences among countries in terms
of share of production costs dedicated to compensation of
government employees ranged from 74.8% in Mexico to 27.5%
in Japan. Between 2013 and 2014, compensation of employ-
ees reduced in countries such as Portugal, Slovenia and
Ireland (more than 1 p.p.), while increased the most in coun-
tries like Greece and Hungary (almost 1 p.p.).

In 2013, government outsourcing represented, on average,
8.9% of GDP. This share varied greatly across OECD coun-
tries, ranging from 17.1% in the Netherlands to 3.0% in
Mexico. Among OECD countries, Belgium, Japan, Germany
and the Netherlands dedicated the largest shares (over
60%) of their resources to outsourcing goods and services
through direct third party provision. In contrast, Denmark,
Israel and Switzerland spent the majority of outsourcing in
intermediate consumption.

Methodology and definitions

The concept and methodology of production costs
builds on the classification of government expendi-
tures in the System of National Accounts (SNA). There
have been revisions in the SNA framework and most
of the OECD countries have partly or entirely imple-
mented the updated SNA 2008 methodology (see
Annex A for details).
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general government

In detail, government production costs include:

Compensation costs of government employees
including cash and in-kind remuneration plus all
mandatory employer (and imputed) contributions to
social insurance and voluntary contributions paid on
behalf of employees.

The goods and services used by government, which
are the first component of government outsourcing.
In SNA terms, this includes intermediate consump-
tion (procurement of intermediate products required
for government production such as accounting or
information technology services).

The goods and services financed by government,
which are the second component of government out-
sourcing. In SNA terms, this includes social transfers
in kind via market producers paid for by government
(including those that are initially paid for by citizens
but are ultimately refunded by government, such as
medical treatments refunded by public social security
payments).

Other production costs, which include the remaining
components of consumption of fixed capital (depreci-
ation of capital) and other taxes on production less
other subsidies on production.

The data include government employment and inter-
mediate consumption for output produced by the
government for its own use. The production costs
presented here are not equal to the value of output in
the SNA. Tables 2.54, Change in production costs as a
percentage of GDP, 2009 to 2013 (and 2014) and 2.55,
Structure of government outsourcing expenditures,
2013 and 2014, are available on line (http://dx.doi.org/
10.1787/888933248582; http://dx.doi.org/10.1787/
888933248593).

Further reading

Blochliger, H. (2008), Market Mechanisms in Sub-Central Public
Service Provision, OECD Working Papers on Fiscal Federal-
ism, No. 6, OECD, Paris, www.oecd.org/ctp/federalism/
40693328 pdf.

Figure notes

Data for China, Colombia and Russia are for 2012 rather than 2013.
2.52 and 2.53: Data for Chile and Turkey are not available.

2.51: Data for Turkey are not included in the OECD average due to miss-
ing time-series. Data for Chile and China are available for compensa-
tion of employees only (Chile not included in the OECD average).
Data for Chile are for 2012 rather than 2013.

2.53: Canada, Iceland, Mexico, the United Kingdom, the United States
and South Africa do not account separately for goods and services
financed by general government in their national accounts.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Productlon costs and outsourcmg of general government

2.51. Production costs as a percentage of GDP, 2007, 2013 and 2014
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Source: OECD National Accounts Statistics (database). Data for Australia are based on a combination of Government Finance Statistics and National Accounts

data provided by the Australian Bureau of Statistics.
Statlink %a=r http://dx.doi.org/10.1787/888933248552

2.52. Structure of production costs, 2013 and 2014
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Source: OECD National Accounts Statistics (database). Data for Australia are based on a combination of Government Finance Statistics and National Accounts

data provided by the Australian Bureau of Statistics.
StatLink Sa=m http://dx.doi.org/10.1787/888933248567

2.53. Expenditures on general government outsourcing as a percentage of GDP, 2013 and 2014

I Goods and services used by government, 2013 Goods and services financed by government, 2013
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Source: OECD National Accounts Statistics (database). Data for Australia are based on a combination of Government Finance Statistics and National Accounts

provided by the Australian Bureau of Statistics.
StatLink &a=r http://dx.doi.org/10.1787/888933248576
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Employment in the public sector
Women in public sector employment

Women in politics
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Governments across the OECD perform a wide range of
functions, all of which depend on a dedicated and skilled
public sector workforce. The large differences in the rela-
tive sizes of public sector employment across the OECD
reflect the equally large variety of activities undertaken by
governments and the ways they deliver public services.
Services can be delivered in large part by government
employees or through a range of partnerships with the pri-
vate or not-for-profit sectors. In some countries, the large
majority of health care providers, teachers and emergency
workers, for example, are directly employed by the govern-
ment. In other countries alternative delivery mechanisms
mean that many of these professionals are employed by
organisations that are not state-owned, or as private con-
tractors. The use of outsourcing, the relative size and struc-
ture of the voluntary, charitable and/or not-for-profit
sectors and the availability of private sector providers, all
determine their use of public sector employment.

The size of public sector employment varies significantly
among OECD countries. Nordic countries as Denmark, Nor-
way and Sweden report high public sector employment levels
reaching near or over 30% of total employment. On the other
hand, OECD countries from the Asian and Latin American
regions rely less on public sector employees. Only around 8%
of Japan’s total employment is made up of public sector
employment, while Chile and Mexico count just over 10%.

Although many OECD countries report sizeable reductions
in central government employment (see “Employment
reforms in central government since 2008” indicator), pub-
lic sector employment as a percentage of total employment
across OECD countries rose slightly between 2009
and 2013, from 21.1% to 21.3%. This average hides some
small variation among OECD countries. In Belgium, Poland
and the United Kingdom public employment as a share of
total employment decreased the most between 2009
and 2013. In contrast, Denmark, Norway and Slovenia
experienced increases of over one percentage point, while
Switzerland displays the largest increase of three percent-
age points over the same period.

When compared to the total labour force (including unem-
ployed), public sector employment trends show similar
behaviour except in a few cases, which determined a rela-
tively stable OECD average at just above 19% between 2009
and 2013. Spain’s indicator shows slight reductions over
this period from 13.2% to 12.7% of total labour force
between 2009 and 2013 (compared to 16.2% to 17.4% as
share of total employment). Similarly in Greece, public sec-
tor employment as a percentage of total labour force
decreased between 2009 and 2013 (from 19.9% to 17.5%)
while it slightly increased as a percentage of total employ-
ment over the same time period (from 22.2% to 22.6%).
However, it has to be noticed that in both countries the
slight increase of the public sector in terms of total employ-
ment was due to a faster decrease in the total employment
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as compared to the public sector, thus not indicating real
increases in public sector employment.

Methodology and definitions

Data were collected by the International Labour Orga-
nization (ILO), ILOSTAT (database). Public sector
employment covers all employment of general gov-
ernment sector as defined in the System of National
Accounts (SNA) plus employment of public corpora-
tions. The general government sector comprises all
levels of government (central, state, local and social
security funds) and includes core ministries, agen-
cies, departments and non-profit institutions that are
controlled by public authorities. Public corporations
are legal units producing goods or services for the
market and that are controlled and/or owned by gov-
ernment units. Public corporations also include
quasi-corporations. Data represent the total number
of persons employed directly by those institutions,
without regard for the particular type of employment
contract. The labour force, or active population, com-
prises all persons who fulfil the requirements for
inclusion among the employed or the unemployed.
The employed comprise all persons of working age
who, during a specified brief period such as one week
or one day, were in the following categories: paid
employment or self-employment. For purposes of
international comparability, the working-age popula-
tion is commonly defined as persons aged 15 years
and older, although this might vary in some coun-
tries. Labour force refers to all persons of working age
who furnish the supply of labour for the production of
goods and services during a specified time-reference
period.

Further reading

OECD (2011), Public Servants as Partners for Growth: Toward a
Stronger, Leaner and More Equitable Workforce, OECD, Paris,
http://dx.doi.org/10.1787/9789264166707-en.

Figure notes

Data for Austria, Finland, Iceland, Israel, Korea, the Netherlands and the
United States are not available. Data for Australia, Czech Republic,
Germany, Ireland and Portugal are not included in the OECD average
due to missing time series. Data for Czech Republic and
New Zealand are expressed in full-time equivalents (FTEs). Data for
Australia, Greece, Hungary, Slovenia and Spain and Ukraine are
for 2012 rather than 2013. Data for Denmark, Luxembourg,
New Zealand and Turkey are for 2011 rather than 2013. Data for
Switzerland are for 2008 rather than 2009.
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Employment in the public sector

3.1. Public sector employment as a percentage of total employment, 2009 and 2013
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Source: International Labour Organization (ILO), ILOSTAT (database). Data for Italy are from the National Statistical Institute and the Ministry of
Finance. Data for Portugal are from the Ministry of Finance. Data for Korea were provided by national authorities.
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3.2. Public sector employment as a percentage of the labour force, 2009 and 2013
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Source: International Labour Organization (ILO), ILOSTAT (database). Data for Italy are from the National Statistical Institute and the Ministry of
Finance. Data for Portugal are from the Ministry of Finance. Data for Korea were provided by national authorities.
StatLink == http://dx.doi.org/10.1787/888933248615
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Equal representation of women in public sector employ-
ment helps achieve fairness, openness and representative-
ness. It also improves the quality of service delivery
through a better understanding of the citizenry. In the
OECD countries for which data are available, women repre-
sented, on average, 58% of the total public sector workforce
in 2013 going from more than 70% in Sweden to 42% in
Japan. Japan reported establishing targets for women at the
sectoral level in areas where women are under-
represented. On average in OECD countries, women are
more represented in the public sector (58.2%) as compared
to the whole economy where women employment as a
share of the total employment reached only 45.3%. It is
important to note that the data don’t demonstrate the
extent to which women hold managerial leadership posi-
tions within the public sector.

Public sector employment is often more attractive for
women because of its employment conditions. Women usu-
ally find the flexible working hours, diverse career paths and
options, relative job stability, good pay and benefit packages
attractive. Public service modernisation and strengthening
fundamental public service values and principles, such as
merit and diversity, may have also contributed to the increase
of women in public sector employment (OECD, 2014a).

On average in OECD countries between 2009 and 2013,
women employment in the public sector grew faster
(+0.6 p.p.) than in the whole economy (+0.3 p.p.) with an
increase in countries such as Luxembourg, Switzerland,
Spain and Mexico. Women’s employment in the public sec-
tor also grew significantly in Colombia. Counter to the gen-
eral trend, the share of employed women in the economy in
Estonia decreased by 1.6 p.p. over the same period. This
decrease is also seen in the share of women in the public
sector (-3.6 p.p.) over the period. It is important to note,
however, that reaching gender equity between men and
women in the public sector goes beyond numerical bal-
ance. Evidence still suggests that women continue to face
major difficulties in accessing management and leadership
positions, are still more frequently employed in part-time
and contractual jobs and that there is still an important gap
in earnings between men and women (OECD, 2014a). Gov-
ernments can play an important role in removing these
barriers. Policies that support women'’s equal representa-
tion in the public sector include positive action policies
such as diversity targets and employment equity laws,
coaching, sponsorship and leadership development and
awareness raising programmes, initiatives to ensure pay
equity, equal pay and work-life balance.
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Methodology and definitions

Data were collected by the International Labour Orga-
nization (ILO), ILOSTAT (database). Public sector
employment covers all employment of general gov-
ernment sector as defined in the System of National
Accounts (SNA) plus employment of public corpora-
tions. The general government sector comprises all
levels of government (central, state, local and social
security funds) and includes core ministries, agen-
cies, departments and non-profit institutions that are
controlled by public authorities. Public corporations
are legal units producing goods or services for the
market and which are controlled and/or owned by
government units. Public corporations also include
quasi-corporations. Data represent the total number
of persons employed directly by those institutions,
without regard for the particular type of employment
contract. Total employment comprises all persons of
working age who, during a specified brief period, such
as one week or one day, were in the following catego-
ries: paid employment or self-employment. For pur-
poses of international comparability, the working age
population is commonly defined as persons aged
15 years and older, although this might vary in some
countries.

Further reading

OECD (2014a), Women, Government and Policy Making in OECD
Countries: Fostering Diversity for Inclusive Growth, OECD,
Paris, http://dx.doi.org/10.1787/9789264210745-en.

OECD/CAWTAR (2014b), Women in Public Life: Gender, Law and
Policy in the Middle East and North Africa, OECD, Paris, http://
dx.doi.org/10.1787/9789264224636-en.

OECD (2012), Closing the Gender Gap: Act Now, OECD, Paris,
http://dx.doi.org/10.1787/9789264179370-en.

Figure notes

3.3: Data for Austria, Czech Republic, Finland, Iceland, Ireland, Israel,
Korea, the Netherlands, Portugal, Turkey and the United States are
not available. Data for Australia, Germany and Sweden are not
included in the OECD average due to missing time series. Data for
New Zealand are expressed in full-time equivalents (FTEs). Data for
Australia, Greece, Hungary and Slovenia are for 2012 rather
than 2013. Data for Denmark, Luxembourg and New Zealand are
for 2011 rather than 2013. Data for Switzerland are for 2008 rather
than 2009.
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3.3. Share of public sector employment filled by women and men, 2009 and 2013
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Source: International Labour Organization (ILO), ILOSTAT (database). Data for Italy are from the National Statistical Institute and the Ministry of
finance. Data for Portugal are from the Ministry of Finance.
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3.4. Share of employed women in total employment, 2009 and 2013
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In many OECD countries, increasing the number of women
in parliament and the number of women appointed to min-
isterial positions is an important objective. Greater gender
balance amongst politicians can improve the quality and
responsiveness of public policy by focusing attention on
issues such as equal pay, work-life balance and gender vio-
lence. Gender-sensitive parliaments can also improve gov-
ernments’ efforts in effectively implementing gender
equality and mainstreaming strategies, as parliamentary
committees may also serve as important independent
oversight and accountability mechanisms. Yet women still
face a “glass ceiling” blocking their full participation in
political life in the legislature and political executive, and
remain generally under-represented in politics (OECD,
2014).

On average in 2015, 27.9% of the seats in lower/single house
parliaments were occupied by women, ranging from more
than 40% in Sweden, Finland, Iceland and Spain to less
than 10% in Japan (Figure 3.5). Between 2002 and 2012,
women’s representation in parliament has only moderately
increased (+ 7 p.p.) and still only 16 OECD countries reach or
exceed the 30% critical threshold in 2015.

Some of the barriers to greater participation of women in
parliaments include, for instance, few female candidates
and uneven access to financing, lack of work-life balance,
limited political encouragement, lack of commitment to
gender balance within parties and gender stereotypes.
Many OECD countries have introduced gender quotas as a
mean (often temporary) for increasing women'’s political
representation to close historical imbalances, as well as
correct for or prevent rollbacks in gender equality. Across
OECD countries, quotas are applied mainly during the
nomination process (e.g. rules for placing women on party
lists or to be nominated in an electoral district). These quo-
tas can be legislated gender quotas (established by the con-
stitution or electoral laws, they reserve a number of places
on electoral lists for female candidates) or voluntary party
quotas (targets set by political parties to include a certain
percentage of women as election candidates).

Representation of women in ministerial positions at the
central/federal level of government is also somewhat lim-
ited with about 29.3% of women appointed ministers on
average in OECD countries in 2015. There is significant
variation of women'’s representation in ministerial posi-
tions among OECD countries. For instance, in 2015 while
gender parity was achieved in Finland, France and Sweden
women still accounted for fewer than one in ten ministers
in Hungary, Korea, the Slovak Republic and Turkey.
Between 2005 and 2015, there has generally been an
increase in the representation of women in ministerial
positions in OECD countries (+ 8.2p.p) although it should be
noted that data can vary significantly from one year to
another depending on political cycles and cabinet
re-organisations. Following the elections in 2012, France for
instance saw a very large increase in the number of women
ministers between 2012 and 2015 (+ 29.2 p.p.) and this is
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also the case of Estonia, Italy and Slovenia, whereas in
countries like Austria, Belgium and the Slovak Republic
there has been a significant decrease in the percentage of
women ministers during the same period.

Although the process of ministerial appointments differs
depending on a country’s political system (parliamentary
voting or appointments versus presidential appointments
with or without parliamentary approval), women are still
not represented equally in many OECD countries.

Methodology and definitions

Data for women parliamentarians refer to lower or
single houses of parliament and were obtained from
the Inter-Parliamentary Union’s PARLINE database.
Data refer to share of women parliamentarians
recorded as of 1 December 2015, 31 October 2012 and
25 October 2002. Countries in light blue represent
lower or single house parliaments with legislated
candidate quotas as of January 2013. Legislative quo-
tas are enshrined in the election law, political party
law or other comparable law of a country. By defini-
tion, both forms are based on legal provisions, oblig-
ing all political entities participating in elections to
apply them equally. Non-compliance with legislative
quotas can result in penalties for those political enti-
ties that do not apply to them. Data on gender quotas
were obtained from the Institute for Democracy and
Electoral Assistance (IDEA) Global Database of Quotas
for Women.

Data on women ministers were obtained from the
Inter Parliamentary Union’s “Women in Politics” data-
base. Data represent the percentage of appointed
women ministers as of 1 February 2015, 1 January 2012
and 1 January 2005. Data show women as a share of
total ministers, including deputy prime ministers and
ministers. Prime ministers/heads of government were
also included when they held ministerial portfolios.
Vice-presidents and heads of governmental or public
agencies have not been included in the total.

Further reading

OECD (2014), Women, Government and Policy Making in OECD
Countries: Fostering Diversity for Inclusive Growth, OECD, Paris,
http://dx.doi.org/10.1787/9789264210745-en.

OECD/CAWTAR (2014), Women in Public Life: Gender, Law and
Policy in the Middle East and North Africa, OECD Publishing,
Paris, http://dx.doi.org/10.1787/9789264224636-en.

Figure notes

3.5: Data for the Slovak Republic for 2002 are unavailable.
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3.6. Share of women ministers
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Source: Inter-Parliamentary Union (IPU) “Women in Politics”, 2005, 2012 and 2015.

StatLink &a=r http://dx.doi.org/10.1787/888933248658

GOVERNMENT AT A GLANCE 2015 © OECD 2015 89


http://dx.doi.org/10.1787/888933248642
http://dx.doi.org/10.1787/888933248658




4. INSTITUTIONS

Main institutional features of the centres of government
in OECD countries

Roles of the centres of government

Degree of influence of the centres of government
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Main institutional features of the centres of gdvemment in OECD countries

The centre of government (CoG), also known as Chancellery,
Cabinet Office, Office of the President, Presidencia, White
House Executive Office, Privy Council, Casa Civil, among oth-
ers, is a support structure of a government. Its main objec-
tive is to ensure evidence-based, strategic and consistent
policy implementation by a government. The structure of
the CoG reflects, on the one hand, constitutional and legal
requirements, which provide some architectural anchoring,
and, on the other, an ability to be highly adaptable to the
needs, preferences and personality of the head of govern-
ment of the moment. To be effective, the CoG needs to be
small enough to react rapidly to changing events; as it grows,
it risks losing flexibility and becoming unwieldy. At the same
time, recent experience suggests that too small could mean
too little capacity, which, in turn, endangers the ability to the
CoG to provide impartial, authoritative advice and support.

In 2011, total staff at the CoGs rarely exceeded 1 000, except in
the United States and Mexico and larger unitary states such
as France (2 100), Turkey (2 085), the United Kingdom (1 896),
Chile (1 665) and Italy (1 246). In nine OECD countries, there
were fewer than 200 people working for the centre of govern-
ment, namely, Switzerland (192), Belgium (160), Slovenia (153),
Sweden (148), Estonia (103), the Netherlands (80), Norway (70),
Israel (45) and Iceland (34).

CoGs represent a small fraction of total central government
employment. In 2011, CoGs accounted on average one
employee per 1 150 employees in the total central govern-
ment. This rate, even if it is low, varies largely across OECD
countries. While countries such as Chile, Switzerland and
the Great Britain had relatively large CoGs (10.70%o, 5.94%0
and 3.87%. respectively) others such as Norway and Israel
had CoGs that represented even less than 0.30%. of central
government employment.

Between 2008 and 2012, CoG institutions adapted to sup-
port new policy directions, and these adaptations were
observed in both increases and decreases in resources and
size. Sometimes, a more effective CoG can involve decreas-
ingits financial resources and size. For example, for the last
few years the government offices of Estonia and Italy have
been transferring or eliminating functions. Additionally,
new circumstances can also drive change at the centre of
government. The establishment in 2010 of the UK Cabinet
Office’s Efficiency and Reform team is an example of an
important change at the CoG driven by a changing eco-
nomic context. Similarly, some specific events, such as the
earthquake in New Zealand, have led to substantial
strengthening of capacity at the centre, also visible in
increased budgets and staff numbers.
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Methodology and definitions

Data were collected through the 2013 OECD Survey on
the Organisation and Functions of the Centre of Gov-
ernment (33 countries, of which 28 OECD countries
and 5 non-members, and the European Commission,
responded). Respondents were senior officials who
provide direct support and advice to heads of govern-
ment and the council of ministers, or cabinet and pro-
vided information for the period 2008-12.

Centre of government (CoG) refers to the administra-
tive structure that serves the Executive (president or
prime minister, and the cabinet collectively). The cen-
tre of government has a great variety of names across
countries, such as General Secretariat, Cabinet Office,
Chancellery, Office/Ministry of the Presidency, Coun-
cil of Ministers Office, etc. In many countries the CoG
is made up of more than one unit, fulfilling different
functions. A unit that is shared by virtually all CoGs is
the unit that serves specifically the head of the gov-
ernment, but not the CoG collectively. This too has a
variety of names, such as the Cabinet of the Prime
Minister or the Private Office.

Further reading

OECD (2015), “Centre Stage: Driving Better Policies from the
Centre of Government”, GOV/PGC/MPM(2014)3, OECD,
Paris, http://www?2.oecd.org/oecdinfo/info.aspx?app=0LISco-
teEN&Ref=GOV/PGC/MPm(2014)3.

Figure notes

Mexican figures are from INEGI (2014) Ingreso y gasto publico en
México 2014, Edicién Sede, Aguascalientes.

4.1: Centre of government employment data for Australia, Czech Republic,
Greece, Hungary, Ireland, Luxembourg and Poland are not available.
Australia, Austria, Czech Republic, Greece, Hungary, Iceland, Ireland,
Luxembourg, Poland and the Slovak Republic are not included in the
OECD average. Employment data for Germany, Israel, Ireland,
Norway and Sweden are for 2010 rather than 2011. French employ-
ment figures are approximations.

4.2 and 4.3: Data for Czech Republic, Greece, Ireland, Luxembourg, and
Poland are not available. “Other” category refers to the situation
where employment and budget both increased and decreased
between 2008 and 2012.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Main institutional features of the centres of government in OECD countries

4.1. Centre of government employment in OECD countries, 2011
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Source: 2013 OECD Survey on the Organisation and Functions of the Centre of Government.

4.2. Changes in employment in centres of government,
2008-12
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Source: 2013 OECD Survey on the Organisation and Functions of the

Centre of Government.
StatLink Sa=m http://dx.doi.org/10.1787/888933248673
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4.3. Changes in budget in centres of government,
2008-12
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Roles of the centres of government

Each country’s centre of government (CoG) is a product of
diverse historical, cultural and political forces and has
developed incrementally over time. Despite this heteroge-
neity, strong similarities emerge with respect to the func-
tions that the centre of government performs. CoGs have
been traditionally responsible for serving the head of gov-
ernment and cabinet; however they are increasingly
expected to combine their traditional role with a more
active role in other functions such as policy development,
co-ordination, implementation and monitoring mecha-
nisms, which require a higher level of integration and co-
ordination with other government departments and
agencies.

The financial and fiscal crises have put the spotlight on the
ability of governments to take decisive action and mobilise
key partners in support of those actions. Across the OECD
countries, a variety of constitutional models shape how
decisions are taken. In presidential systems, a combination
of bilateral meetings with key ministers or with groups of
advisors tends to be more common, with full meetings of
cabinet occurring less frequently. For the majority of OECD
countries, regular cabinet meetings remain the principal
channel for policy discussion. In spite of the differences,
the role of the CoG is to control the quality of evidence, ver-
ify the objectivity and inclusiveness of options presented,
and ensure that procedures are respected. Effective prepa-
ration of these policy meetings includes a range of tasks
such as careful review of supporting materials and
pre-meeting dispute resolution. Based on the available data
from the OECD survey, on average, almost 60% of the CoGs
were responsible for co-ordinating discussions of agenda
items with ministerial committees prior to cabinet meet-
ings, while around 40% of the surveyed CoGs were also
responsible for the production of briefings or other tasks.
On the other hand, CoGs in Spain, Norway and Hungary are
not responsible for the co-ordination of discussions prior to
cabinet meetings.

According to the OECD survey carried out in 2013, CoGs
provide an additional range of services. Among all the
functions undertaken by CoGs, the following four are the
most relevant across OECD countries. Firstly, 89% of the
CoGs analysed in OECD countries are the main players
responsible for the preparation of cabinet meetings. Sec-
ondly, 68% of the CoGs are responsible for policy co-ordina-
tion across government units. Thirdly, the preparation of
the government programme was one of the main priorities
for 57% of the OECD countries analysed. Finally, a large
number (54%) of CoGs mentioned their responsibility for
monitoring the implementation of government policies.
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OECD countries vary considerably in the number of func-
tions for which the CoG is responsible. On the one hand,
centres of government in countries such as Italy and
New Zealand are exclusively responsible for 10 out of the
15 functions analysed. On the other hand, CoG in
the United States and the Slovak Republic mainly share
responsibilities with other government ministries and agen-
cies (more than 10 out of 15 of the functions are shared).

Methodology and definitions

Data were collected through the 2013 OECD Survey on
the Organisation and Functions of the Centre of Gov-
ernment (33 countries, of which 28 OECD countries
and 5 non-members, and the European Commission,
responded). Respondents were senior officials who
provide direct support and advice to heads of govern-
ment and the council of ministers, or cabinet and pro-
vided information for the period 2008-12.

Centre of government (CoG) refers to the administra-
tive structure that serves the Executive (president or
prime minister, and the cabinet collectively). The cen-
tre of government has a great variety of names across
countries, such as General Secretariat, Cabinet Office,
Chancellery, Office/Ministry of the Presidency, Coun-
cil of Ministers Office, etc. In many countries the CoG
is made up of more than one unit, fulfilling different
functions. A unit that is shared by virtually all CoGs is
the unit that serves specifically the head of the gov-
ernment, but not the CoG collectively. This too has a
variety of names, such as the Cabinet of the Prime
Minister or the Private Office.

Further reading

OECD (2015), “Centre Stage: Driving Better Policies from the
Centre of Government”, GOV/PGC/MPM(2014)3, OECD,
Paris, http://www2.oecd.org/oecdinfo/info.aspx?app=0LISco-
teEN&Ref=GOV/PGC/MPmM(2014)3.

Figure notes

Data for Czech Republic, Greece, Ireland, Luxembourg, Mexico and Poland
are not available. Only OECD countries are included in the figure.

4.4: Data for Sweden are not available.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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4.4. Responsibilities of centres of government for co-ordination discussions of agenda items prior to cabinet meetings
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Source: 2013 OECD Survey on the Organisation and Functions of the Centre of Government.
StatLink %= http://dx.doi.org/10.1787/888933248698

4.5. Key roles of the CoGs classified according to their level of responsibilities

Preparing Cabinet
meetings
Communicating
government messages
HR strategy for the public
administration
Public administration
reform
Strategic planning
Risk management/
strategic foresight
Preparing the Government
Programme
Policy analysis
Policy co-ordination
Regulatory quality
and coherence
Monitoring policy
implementation
Relations with sub-national
government
Relations
with the Legislature
International
Development and aid
Supranational
co-ordination/policy

Australia
Austria
Belgium
Canada

Chile
Denmark
Estonia
Finland
France
Germany
Hungary
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Italy
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Korea
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New Zealand
Norway
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Turkey
United Kingdom
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OECD Total
[ ] 25 10 3 6 14 7 16 4 19 7 15 5 14 0 1
O 1 18 9 13 13 15 10 20 9 14 10 12 14 6 18
Q 2 0 16 9 1 6 2 4 0 7 3 11 0 22

® Responsibility of the CoG.
O Shared responsibility between the CoG and another body.
0 Responsibility of another part of government.
Source: 2013 OECD Survey on the Organisation and Functions of the Centre of Government.
StatLink &m=r http://dx.doi.org/10.1787/888933248705
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of the centres of government

Centres of government (CoGs) are currently taking a more
active role to align multi-department workplans to govern-
ment actions. This more active role for the centre of gov-
ernment across the policy cycle suggests the need for new
co-ordination and monitoring tools. Rather than organising
policy discussions, the CoG has to be able to set agendas
and work with other government institutions, including
with respect to human and financial resources. However,
this horizontal co-ordination process managed by the CoG
could be even broader in terms of scope and participation.
While policy co-ordination within the administration is a
key focus for the CoG, the evolution of modern government
means that the CoG is becoming more involved with actors
outside the executive branch. Effective working at the
international level is an increasingly important aspect of
good governance at the domestic level and comes increas-
ingly into the sphere of the CoG.

The degree of influence of CoGs over line ministries is het-
erogeneous across OECD countries. The OECD survey on
the Organisation and Functions of the CoG conducted
in 2013 reports that only 29.6% of the OECD countries show
a high degree of influence over ministries to promote co-
ordination, namely, Canada, Denmark, France, Japan,
New Zealand, the Slovak Republic, Spain and Turkey. How-
ever, the survey indicates that most CoG officials consider
that they exert a moderate degree of influence (59.3%). This
is partly a result of the general institutional problem of
co-ordination in any large organisation. And in cases where
influence is low, such as in Austria and Portugal, it is clearly
linked to political traditions that give significant autonomy
to ministers and their departments.

Additionally, in order to understand how the CoG can best
fulfil its key tasks it is important to analyse the figure of the
head of the CoG. Indeed, its role is demanding and complex
since the head of the CoG must be close to and trusted by
the head of government and his political staff, while also
close to and trusted by senior civil servants and, more gen-
erally, respected by the civil service. Electoral changes gen-
erally bring new directions, priorities and perspectives that
can require an organisational response at the CoG.

Across OECD countries there is a clear split with respect to
how the position of head of the CoG is filled. Based on the
OECD survey, in 53.57% of the countries surveyed, the head
of the CoG was a political appointee and was replaced
when the government changed (except insofar as the
post-holder was allowed to complete a fixed-term appoint-
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ment before being replaced, as in Austria, for example). In
the remaining countries (46.43%), the head of the centre of
government was a civil servant, normally holding the most
senior civil servant rank.

Methodology and definitions

Data were collected through the 2013 OECD Survey on
the Organisation and Functions of the Centre of Gov-
ernment (33 countries, of which 28 OECD countries
and 5 non-members, and the European Commission,
responded). Respondents were senior officials who
provide direct support and advice to heads of govern-
ment and the council of ministers, or cabinet and pro-
vided information for the period 2008-12.

Centre of government (CoG) refers to the administra-
tive structure that serves the Executive (president or
prime minister, and the cabinet collectively). The cen-
tre of government has a great variety of names across
countries, such as General Secretariat, Cabinet Office,
Chancellery, Office/Ministry of the Presidency, Coun-
cil of Ministers Office, etc. In many countries the CoG
is made up of more than one unit, fulfilling different
functions. A unit that is shared by virtually all CoGs is
the unit that serves specifically the head of the gov-
ernment, but not the CoG collectively. This too has a
variety of names, such as the Cabinet of the Prime
Minister or the Private Office.

Further reading

OECD (2015), “Centre Stage: Driving Better Policies from the
Centre of Government”, GOV/PGC/MPM(2014)3, OECD,
Paris, http://www?2.oecd.org/oecdinfo/info.aspx?app=0LISco-
teEN&Ref=GOV/PGC/MPm(2014)3.

Figure notes

Data for Czech Republic, Greece, Ireland, Luxembourg, Mexico and Poland
are not available. Only data from OECD countries were included in
the figures.

4.6: Data for Sweden are not available.
Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Source:

Degree of influence of the centres of government

4.6. Level of influence of CoG over line ministries to encourage them to co-ordinate with each other, 2013

Low 11.1%

‘)“Q\\“A
[efnuiod

%
%
4

Moderate 59.3%

2013 OECD Survey on the Organisation and Functions of the Centre of Government.
StatlLink i=r http://dx.doi.org/10.1787/888933248713

4.7. Status of the head of the centre of government, 2013

Share of responding countries, %

45

40

35

30

25

20

] ] ] ]
Highest civil Minister or Other Highest civil Minister or Other
service rank equivalent service rank equivalent
Civil servant Political appointee

Source: 2013 OECD Survey on the Organisation and Functions of the Centre of Government.
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Health is the second largest government spending area;
moreover according to recent research (OECD, 2010), in the
first decade of the 21st century the growth of health spend-
ing has consistently outpaced economic growth in most
OECD countries. Most governments in OECD countries are
currently faced with consolidation pressures and the need
to create room for additional spending without jeopardiz-
ing the sustainability of their fiscal position or the stability
of the economy (fiscal space). In this context, many coun-
tries face the challenging task of financing more health
expenditure while trying to meet their fiscal objectives.

There are two main reasons why health expenditures are
particularly complex. First, access to health is perceived by
citizens as a very high priority, and government policies in
this area are highly scrutinised. Second, many stakeholders
intervene between the beneficiary of health care (the citi-
zen/patient) and public resources that finance it. These
include purchasers (such as ministries of health, social
security institutions, social insurance funds or sub-national
governments), a wide range of providers of services (clini-
cians, operating within hospitals and other health facili-
ties), and providers of medicines, tests and equipment
(pharmaceutical companies and laboratories).

The budgetary arrangements for health expenditures vary
greatly across OECD countries, mainly depending on the
historical legacy of how these systems were created and
their degree of decentralisation. In countries that followed
the national health system as in the United Kingdom, health
is one regular area in the budget. In countries that devel-
oped their public health system on the German social
insurance model, health is mainly financed through social
contributions, managed by an independent institution and
not part of the central government budget. In most (18 out
of 26) OECD countries surveyed, health expenditure is
partly included in the central government budget, however,
it often represents a very small share of total health expen-
diture. For example, the amount reported in the budget is
less than 5% of total public expenditure on health in coun-
tries such as Germany, Austria or France.

Most OECD countries have in place some kind of budget
ceiling over several years for government expenditure on
health. However, over-spending in health remains com-
mon,; Iceland and Mexico consistently over-spent for at
least six out of the seven-year period between 2006
and 2011. Consequently, a number of OECD member coun-
tries have designed “early warning mechanisms” to take
early corrective measures. However, timely information is a
pre-requisite for such a mechanism to work. In 7 out of the
20 countries with available information, health expendi-
tures are reported with an average delay of three to six
months. Furthermore, it takes up to 12 and 24 months to
report certain health expenditures in Switzerland and
the Netherlands respectively. For the latter this could be
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due to the country’s mandatory health insurance system,
whereby the government subsidises individuals’ purchase
of coverage from private providers.

The sustainability of health systems poses several chal-
lenges ahead. Support for government spending on health
in the future will be shaped by views on redistribution as
much as economic conditions affecting revenues. Indeed,
publicly financed health systems, entail a high degree of
redistribution, not only from the healthy to the sick, but
also from the wealthier to the less affluent.

Methodology and Definitions

Most data presented comes from an OECD Survey of
Budget Officials on Budgeting Practices for Health,
carried out between July and December 2013. The sur-
vey was answered by 27 countries (including one non
OECD country, South Africa). The results were dis-
cussed at a workshop held in January 2014 and at the
OECD Senior Budget Officials-Health Officials Joint
Network on Fiscal Sustainability of Health Systems in
April 2014.

Over (under)-spending means that actual expenditure
higher (lower) than budgeted expenditure. Open-ended
entitlement is a government programme guarantee-
ing access to some benefit by members of a specific
group, based on established rights or by legislation.
Open-ended entitlements are demand driven expen-
diture, and require the legislature to modify a law in
order to change the level of spending.

Further reading

OECD (2015), Fiscal Sustainability of Health Systems, Bridging
Health and Finance Perspectives, OECD Publishing, Paris,
www.oecd.org/gou/budgeting/sbonetworkonhealthexpendi-
tures.htm.

OECD (2010), Value for Money in Health Spending, OECD Health
Policy Studies, OECD, Paris, http//dx.doi.org/10.1787/
9789264088818-en.

Figure notes

5.1: In Austria, France, Germany, Sweden and Switzerland there is some
health expenditure in the central government, but it represents a
very small share of total health expenditure, which is mainly
financed by sub national governments or social security institutions.
The Czech Republic, Estonia, France, Japan, Norway, Poland and
the Slovak Republic have a separate health/social security budget,
which requires a legislative approval.
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5.1. Extent to which health expenditures are included 5.2. Reporting delay in months for health expenditures
in the budget, 2012 in the central government, 2012

Countries TUR

Partly AUT, CAN, GHE, CHL, CZE, DEU, DNK, EST, FRA, ITA, JPN
JPN, KOR, NOR, NLD, POL, PRT, SVK, SWE, TUR ISL
Fully GBR, HUN, ISL, NZL SVN

No FIN, SLO SVK
POL

Source: OECD (2013), Survey of Budget Officials on Budgeting Practices NZL
for Health. HUN
StatLink %i=r http://dx.doi.org/10.1787/888933248732 EST

DNK
CHL
AUS

ITA
GBR
NOR
MEX
DEU
FRA
KOR
CZE
AUT

FIN
CHE
NLD

0 1 2 3 4
Source: OECD (2013), Survey of Budget Officials on Budgeting Practices
for Health.
StatLink SazPa http://dx.doi.org/10.1787/888933248743
5.3. Number of years with or without overruns in health between 2006 and 2011

[ Years out of last 7 with overspending Years out of last 7 without overspending

ISL MEX NLD NOR AUT SVN CZE DNK FRA EST AUS CHL KOR SVK NZL GBR

Source: OECD (2013) Survey of Budget Officials on Budgeting Practices for Health.
StatLink &i=r http://dx.doi.org/10.1787/888933248756
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Performance related budgetmg and supreme audrt institutions

Against the background of an increasingly complex gover-
nance environment, limited fiscal space, and growing
demands for transparency and accountability, governments
are continually challenged to demonstrate better perfor-
mance and management of available resources. Supreme
audit institutions (SAIs) have also moved from a more tradi-
tional focus on financial audits to looking at aspects of per-
formance or value for money. Indeed the International
Organization of Supreme Audit Institutions (INTOSAI) posits
that “performance auditing greatly enriches public account-
ability and enables the SAI to make practical contributions
to improving the efficiency and effectiveness of the public
administration” (INTOSAI, 2010). As such, SAls have the
potential to contribute to better design and use of perfor-
mance-related budgeting and management systems and to
enhance public accountability in OECD countries.

Strengthening links between performance-related budget-
ing and performance audit, and the shift towards more per-
formance auditing also implies, in most cases, a need for
SAls to move away from their traditional focus on compli-
ance and to develop new skill sets and capacities, as well as
strategies to communicate their work in this area to the
legislature and wider public.

Along the continuum of practices currently in place, the
most common is for SAIs to conduct performance or
value-for-money audits of their own design. But there is
wide variation among countries in terms of the frequency of
performance or value-for-money audits undertaken and
published annually. Among the 26 OECD countries that
responded to the OECD survey on SAIls and perfor-
mance-related budgeting, slightly more than half replied
that they undertake performance or value-for-money audits
“always” (Australia, Austria, Japan, Mexico, Norway and
the United Kingdom) or “often” (Estonia, Finland, France,
Hungary, Korea, New Zealand, Slovenia, Sweden and
the Netherlands). Three countries (Chile, Czech Republic
and Spain) reported that they “never” carry out performance
audits.

In those countries where the budget-related documentation
includes specific, clear and measurable performance objec-
tives and targets, SAIs might be expected to use these objec-
tives and targets in their performance audit exercises but of
the 26 respondents, only five (Finland, Korea, Mexico, Norway
and the United Kingdom) reported that this happens as a
matter of course (“always”) and similarly five (Austria,

Estonia, Japan New Zealand and Turkey) indicated that this
happens “often”.

Just over half of the respondents also reported that the SAls
always or often assess or critique the quality of the perfor-
mance information used in the budget, or audit the
achievement of performance objectives or targets in the
budget. Ideally this should allow for useful feedback to line
ministries and the centre as they develop and refine perfor-
mance information and seek to evaluate what they have
achieved. However, given that performance objectives or
targets are also used for internal management and learn-
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ing, and may evolve or be refined based on that learning,
audits that are overly focused on compliance only may
miss the mark. Finally, respondents indicated that it was
much less common for the SAI to assess the quality of the
programme model being used, or to provide an overall
assessment of the effectiveness of the performance-
budgeting related system as a whole.

Methodology and definitions

The data for Table 5.4 were collected as part of a 2014
survey of members of the OECD Senior Budget Offi-
cials Performance and Results Network. Respondents
were predominantly senior officials in ministries of
finance. Officials were able to consult with their
national SAI when preparing the survey and several
reported doing so. Data does not cover information on
the quality of performance audits or the length of
time an SAI has been concluding such audits.
Twenty-five OECD countries responded to survey. The
data displayed here is based on questions around the
role of SAIs in the performance-related budgeting
system. The response scale had five categories:
always, often, sometimes, seldom and never/not
applicable.

“Performance-related budgeting” seeks to establish
clear links between financial allocations and non-finan-
cial or “performance” information - e.g. outputs, results,
outcomes and impacts - with the goal of improving
transparency, accountability and quality in the alloca-
tion and use of public resources and promoting better
outcomes for citizens and for society.

According to the INTOSAI Performance Auditing Com-
mittee, performance auditing provides independent
and objective examination of economy, efficiency, and
effectiveness of government undertakings, services
and activities.

Further reading

INTOSAI (2010), “ISSAI 3100 — Performance Auditing Guide-
lines: Key Principles”, approved at XXth Congress of
INTOSAI, Johannesburg.

OECD (2014), “Background Note: Mini-Survey on Supreme
Audit Institutions and Performance-Related Budgeting”,
prepared for the 10th Annual Meeting of the OECD
Senior Budget Officials Performance and Results Net-
work, OECD, Paris.

Figure notes
5.1: The US GAO has a long track record in performance audit and it car-

ries out significant examinations of performance-related informa-
tion, wich may not be included in the budget.
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5.4. Role of the SAI in the performance budgeting system
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’ ; . Conduct “performance  Audit the achievement P )
information of public o o . of performance of the “programme logic
. audits” or “VFM audits”  of performance objectives . ) oy s

bodies information models” being used

Australia
Austria
Belgium

Czech Republic
Chile

Estonia

Finland

France
Hungary
Iceland

Ireland

Italy

Japan

Korea

Mexico

New Zealand
Norway

Poland
Slovenia

Spain

Sweden
Switzerland
The Netherlands
Turkey

United States
United Kingdom

@+ 00+ 0000006000600+ 000> 0+ > oo
@ > r 4> ¢+ H 4> 0 4+ 04+ 0> PF P 44+ 4+ +EEH>OO
o> ¢+ ¢4 pb H»> >0 +006 ¢+ "HEEEHEOG+HEE» +»>
O v 4 ¢+ H +HEHP»>» P> 4+ 4+ 00 +HEHET O+ +HEHHE+ + v
> v H > v ¢+ 0> > > H OO0 EHEREER)>» +O0HEHHE+ + v
> >r p>p EH>)> P>+ 4+ > HEEER>)>» +O0HEER +»>

OECD Total

@ Always 20 6 5 3 4 2
+ Often 4 9 5 11 4 4
A Sometimes 2 7 5 3 6 8
» Seldom 0 1 4 2 3 4
B Never 0 3 7 7 9 8

Source: OECD (2014), Mini-Survey on Supreme Audit Institutions and Performance-related Budgeting.
StatLink sa=r http://dx.doi.org/10.1787/888933248766
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Cost beneﬁt analys:s of investment pro;ects

Governments are faced with budget constraints and there-
fore should invest in those projects that represent the
greatest benefits compared to costs. In addition, the pres-
ence of market failures, which are situations in which mar-
kets left on their own would produce inefficient results
(e.g. monopolies), are commonly addressed by government
intervention. Regardless of whether a project is carried out
by traditional public provision, public-private partnerships,
or others, its economic appraisal remains the responsibility
of government. Cost benefit analysis (CBA) is a methodol-
ogy with a long intellectual and practical history for esti-
mating the ex ante desirability of a project. It is designed to
demonstrate whether or not the long-term social benefits
of a project are greater than its costs. In practice, it esti-
mates the opportunity cost or benefit of goods and services
and uses these accounting prices (or shadow prices) as a
more appropriate signal than observed market prices,
which may be distorted by a variety of reasons. Perfor-
mance indicators are then computed; typically, a positive
net present value of benefits over costs is required in order
to conclude that ex ante a project is socially desirable.

According to the 2014 OECD survey on CBA, it was found that
there is generally no nationwide legal requirement for CBA
(55% of surveyed countries). However, legislation does exist
at the state/local levels (40% of countries) or it is recom-
mended and promoted by central governments (15% of
countries). In some cases, such as Canada, the
United Kingdom, Chile and Denmark, it is firmly prescribed
as a tool for project selection and decision typically at the
pre-feasibility stage or at an early stage of the decision mak-
ing process in any case. Additionally 10 out of 20 countries
including Germany, the Netherlands, Mexico, Norway and
France have reported CBA to be increasing in role and impor-
tance. For instance, the government of the Netherlands has
recently issued new guidelines with regard to the use of
CBAs covering all types of projects and policy areas.

When asked about the general objective of CBA according
to legislation, regulation or official documents, the col-
lected answers point to the key objective of providing a jus-
tification for project selection/decision in the feasibility
phase (16 out of 19 countries). To a lesser extent, it is con-
sidered a tool for transparency (11 out of 19 countries), a
tool for prioritising investment at the central level (10 out of
19 countries), and as a technical assessment tool support-
ing project design in the feasibility stage (10 out of 19 sur-
veyed countries). According to the latest available
information, CBA is used for project monitoring in slightly
more than two-fifths of the surveyed countries, while
the United Kingdom, Ireland and Estonia also use it as an
instrument for policy learning.

CBA is a feature of the decision-making process on public
investment at the central level in over two-thirds of sur-
veyed member countries, albeit not in an exclusive way,
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rather as a complement to other types of assessment. CBA
was indicated to be the key decision-making tool in allocat-
ing funding to procuring authorities for particular projects
in the UK., Canada, Ireland, Australia, Mexico and Chile.
For the other surveyed countries, where the system is more
delegated to line procuring authorities and departments,
CBA is considered an instrument among several deci-
sion-making tools and the implementation of a CBA is del-
egated to specific departments with regards to the sectors
in which they focus on.

Finally, CBA is more commonly used in large infrastructure
projects such as roads, railroads, airports and ports and
less frequently in projects related to culture and leisure and
scientific research. Germany, Ireland and Turkey are the
only countries performing CBA for all type of projects.

Methodology and definitions

In 2014, the OECD conducted a Survey on Cost Benefit
Analysis following the framework on public invest-
ment management by Rajaram et al. (2010). The sur-
vey was answered by 20 OECD countries. It covers the
scopes and objectives of CBA, roles and responsibili-
ties under it, its content and methodology, as well as
related public accountability and learning. It was
extended to all OECD member countries to collect evi-
dence on how countries implement CBA, and which
are the relevant characteristics and methodologies
applied. The survey was submitted to country repre-
sentatives in ministries of finance or equivalent
departments with central budgetary and/or public
investment roles (liaising with line departments and
other key governmental stakeholders when relevant).
In some cases, written questions were complemented
by phone interviews to deepen some of the most sig-
nificant aspects. Policy documents, guidelines and
regulatory reference documents complemented the
information base and were analysed when available.

Further reading

Florio, M., S. Gastaldo and I. Loudiyi (forthcoming), OECD
Journal on Budgeting, OECD, Paris.

Figure notes

5.5: In the UK CBA is not prescribed under a specific law but in the Green
Book, which is required guidance for all projects receiving central
government funding; it is therefore a requirement even if it’s not a
law. In the Netherlands CBAs are required by law for long term proj-
ects in infrastructure, transport and spatial planning.
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5.5. The general objective of CBA in your country according to legislation, regulation or official documents

General Objective of CBA Main Role of CBA
fouaiigailion Toql fqr Ju:zilf;/czgoni/ect Accountability/ An assesslment Too! for Tool for policy ?:[:ﬁézgttiﬁgl Differ§ One amgn‘g Dze;e';?sti‘%ay I§ increasing
of CBA Pnontlsmg decision and transparency sgppomng prQJegt learning funding to depending other'deusmn in decision lm role and
investment financing tool project design  monitoring agencies on actors making tools making importance

Australia () v v

Austria + v v v

Canada [ ] v v v v v v

Chile [ ] v v

Czech Republic | v v v v v

Denmark < v v v
Estonia < v v v v v v
France [ v v v v v
Germany [ v v v v v
Ireland < v v v v v v 4 4 4 v
Italy [ ] v v v v

Mexico [ ] v v v v v v
Netherlands + v v v v
New Zealand <> v v

Norway < v v v v v v
Slovena < v v v v v v v

Sweden < v v v v v v v

Switzerland < v v v v v

Turkey [ v v v v v v v
United Kingdom + v v v v v v
OECD Total 10 16 1 10 8 3 6 13 14 2 10
® Yes, CBA is mandatory nationwide by legislation for all capital investment projects above a certain financial threshold.
B Yes, there is a legal requirement nationwide for CBA, but only for specific category of projects.
0 Yes, there are different legal frameworks depending on procuring /regulatory agencies at national levels.
< There is no nationwide legislation, but there is a legislation requiring CBA at state/regional/local government level.
O No.

4+ There is no legal requirement, but CBA is recommended by government and used anyway.
X Not applicable.

Source: OECD (2014), Survey on Cost Benefit Analysis.

5.6. Sectors in which CBA is usually performed (2014)

StatLink =P http://dx.doi.org/10.1787/888933248774

Sectors Countries
Road AUS, AUT, CAN, CHE, CHL, CZE, DEU, DNK, EST, FRA, GBR, IRL, ITA, MEX, NLD, NOR, SWE, TUR
Rail AUS, AUT, CAN, CHE, CHL, CZE, DEU, EST, FRA, GBR, IRL, ITA, MEX, NLD, NOR, SWE, TUR

Airports, ports and waterways
Urban transport

Water supply and wastewater
Solid waste management
Other environmental projects

Energy AUS, CAN, CZE, DEU, GBR, IRL, ITA, MEX, NOR, SLO, TUR
Education AUS, CAN, CZE, DEU, FRA, GBR, IRL, ITA, MEX, NOR, SWE, TUR
Health AUS, CAN, CHE, DEU, FRA, GBR, IRL, ITA, NOR, SLO, TUR
ICT CAN, CHE, CHL, CZE, DEU, EST, GBR, IRL, NOR, NZL, SLO, TUR

Culture and leisure

Scientific research

Technological development and innovation
Other

CAN, DEU, FRA, GBR, IRL, NOR, TUR,

CAN, CHE, CZE, DEU, EST, FRA, GBR, IRL, NLD, NOR, SWE, SLO, TUR,
CZE, DEU, EST, IRL, NOR, TUR
AUT, CHE, GBR, FRA, NLD, NOR

AUS, AUT, CAN, CHE, CHL, CZE, DEU, DNK, GBR, IRL, ITA, MEX, NLD, NZL, NOR, SLO, SWE, TUR
AUS, CAN, CHE, CHL, CZE, DEU, FRA, GBR, IRL, ITA, MEX, NLD, NOR, SLO, TUR
AUS, CAN, CHE, CZE, DEU, EST, GBR, IRL, ITA, MEX, NLD, SLO, TUR
CAN, CHE, CZE, DEU, EST, GBR, IRL, ITA, SLO, SWE, TUR
CAN, CHE, CZE, DNK, GBR, IRL, ITA, NLD, NOR, SWE, TUR

Source: OECD (2014), Survey on Cost Benefit Analysis.
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HUMAN RESOURCE MANAGEMENT

Special feature: Compensation reforms since 2008

Special feature: Employment reforms in central government
since 2008
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Compensation reforms are used to alter the size and struc-
ture of pay and benefits packages for the public sector work-
force and have a direct impact on the overall cost of
government. The 2008 financial crisis presented a dual chal-
lenge for most OECD governments: how to restore financial
sustainability while also maintaining high quality service
delivery in times of rising demand. Given that employee
compensation accounts for 45.6% of OECD countries’ pro-
duction costs, compensations reforms have been a
common response to these challenges. Significant reforms
to employees’ compensation packages can be difficult to
undertake, as they often involve union negotiations and
other legal and political complexities. Additionally, when
compensation reductions are implemented, they can have
negative repercussions on worker motivation, which can
undermine productivity and efficiency.

Between 2008 and 2013, almost all OECD countries intro-
duced compensation reforms in their central governments.
Altogether 15 OECD countries have frozen remuneration
(sometimes for certain categories of staff), and seven coun-
tries cut remuneration levels for all categories of staff.

Portugal implemented wage cuts, suspended performance
bonuses and decreased overtime pay. Spain has imple-
mented a salary cut and in 2012 the extra December pay-
ment was not paid, although 25% of this payment was later
refunded. In Poland, since 2009, pay in the civil service has
been frozen, the pay scale has been changed and a special
bonus was eliminated. Hungary eliminated the 13th month
salary. Estonia abolished career-based salary components,
such as additional remuneration for tenure, foreign lan-
guages and academic degrees. In Belgium the reforms
slowed down the career advancement of employees. In
Germany, seniority is no longer taken into account for mid-
dle and top management in setting their pay. In
Czech Republic the average salaries for top-level managers
increased while the overall budget for remuneration was
decreased by 10%, resulting in a decrease of salaries for
many regular staff and an increase in salaries for some
managers. [taly introduced limits to top-level managers’
wages and also reduced compensation levels especially for
the top-level. Ireland reduced the cost of its public service
paybill by 20% in seven years through universal and pro-
gressive wage cuts, a pay freeze, a pay cap for senior offi-
cials, reduced rates for new entrants, eliminating
performance bonuses and certain allowances, and reduc-
ing rates of overtime and other non-core pay.

Some countries, however, did not experience drastic
reforms. Australia, Austria, Belgium, Chile, Germany, the
Netherlands, New Zealand, Norway, Sweden, Switzerland
and the United States have not cut remuneration levels.

Performance-related pay, which has become a more com-
mon practice in many OECD governments in recent years,
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may be declining as a result of budgetary constraints.
Since 2008, nine OECD countries have reduced bonuses,
allowances and performance-related pay. However Greece
introduced performance-related pay in 2014.

Methodology and definitions

Data were collected through the 2014 OECD Survey on
Managing Budgetary Constraints: Implications for
HRM and Employment in Central Public Administra-
tion. Respondents were predominantly senior offi-
cials in central government HRM departments, and
data refer to the HRM practices in central government
undertaken between 2008 and 2013. The survey was
completed by all OECD countries except Denmark,
Iceland, Israel, Luxembourg, and Turkey. Central pub-
lic administration is defined, for the purposes of this
survey, as organisations that are directly subordi-
nated to national political power and are at the ser-
vice of the central executive. The size and breadth of
central public administrations vary significantly
across countries and should be considered when
making comparisons. In Table 6.1 the difference
between moderate and frequent use was not quanti-
tatively defined.

Further reading

Said, T., J. Le Louarn and M. Tremblay (2007), “The Perfor-
mance Effects of Major Workforce Reductions”, Interna-
tional Journal of Human Resource Management, Vol. 18,
No. 12, pp. 2075-94.

Vaughan-Whitehead, D. (ed.) (2013), Public Sector Shock: The
Impact of Policy Retrenchment in Europe, Edward Elgar Pub-
lishing Ltd, Cheltenham.

Figure notes

For the explanation of the options included in the category “Other”,
please refer to the statlink: http://dx.doi.org/10.1787/888933248795.

Australia: The reforms contributed to cost control and containing wage
growth. Austria: No reforms have been undertaken, but remuneration
was affected by a series of wage increases below inflation. Japan: The
National Public Service Act stipulates that the remunerations of
national public employees may at any time be changed by the Diet to
bring them into accord with general conditions of society. New Zealand:
Public sector wage growth has been slowed down and specifically has
lagged private sector wage growth since 2010. Slovenia: There have
been restrictions of promotions. Colombia: According to the jurispru-
dence of the constitutional court, it is not possible to reduce the salaries
of public sector workers.
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6.1. Compensation reforms implemented since 2008

Type of remuneration reforms implemented:
Implementatilon Reduction
of remuneration Reduction Reduction or abolishment Reduction of
reforms in the central of remuneration . of allowances
public administration L of remuneration . performance-related- Pay freeze Other
| specifically for all staff (e.g. Christmas av/bonuses
since 2008 for top-level allowance, pay.
13th month salary)
Australia [ 4
Austria o]
Belgium [ v
Canada [ ] v
Chile (@]
Czech Republic [ v v
Estonia [ J v v v v
Finland o]
France [ v
Germany [ v
Greece [ ] v v v v
Hungary [ ] v v v v
Ireland [ ] v v v v v
Italy ) v v/ v
Japan [ v
Korea [ ] v
Mexico [ ] v v
Netherlands e]
New Zealand [ v
Norway O
Poland [ v v
Portugal [} v v v v
Slovak Republic [ v v
Slovenia [ ] v v v v v
Spain () v 4 v
Sweden [} v
Switzerland (@]
United Kingdom [} v v
United States (@]
OECD Total 5 5 9 8 15 9
® Yes 22
O No 7
Brazil [ ] v
Colombia [ ] v
Latvia [ ] v v v

Source: 2014 OECD Survey on Managing Budgetary Constraints: Implications for HRM and Employment in Central Public Administration, OECD, Paris.
StatLink &i=r http://dx.doi.org/10.1787/888933248795
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Employment reforms alter the size and composition of the
public sector workforce to ensure alignment with strategic
objectives and financial sustainability. Given that a signifi-
cant percentage of OECD countries’ finances are spent on
their employees, employment reforms can have an impact
on the overall cost of government. Between 2008 and 2013
many OECD countries undertook numerous employment
reforms, often as a result of the 2008 financial crisis, in an
attempt to restore financial sustainability while trying to
maintain service delivery standards and meet rising
demand. Large-scale employment reforms can be difficult
to undertake, particularly when they involve high levels of
downsizing over short periods of time. Conversely, coun-
tries that do not take an active role in controlling the size of
their public services risk growing public employment to
levels that are fiscally unsustainable.

From 2008 to 2013, significant downsizing trends took
place in the central government employment of many
OECD countries. Most of the OECD EU countries are in a
process of reducing the size of central government employ-
ment. Among these, only Sweden has increased the num-
ber of central government employees. Germany and
Czech Republic have stabilised their numbers (in the case
of Germany after long years of reductions in central gov-
ernment employment). Fewer countries continue to
increase employment in central government moderately
while only Norway reported high increases.

While the most significant downsizing takes place in the
countries most impacted by the 2008 financial crisis, the
fact that downsizing takes place almost everywhere
illustrates that central government employment levels do
not only revolve around the economic and fiscal situation
of a country. In fact, in some cases, countries reform pub-
lic employment in the context of demographic chal-
lenges, restructuring measures, governance reforms,
decentralisation of public employment or the change of
work methods.

Downsizing is a complex policy and includes a number of
different (voluntary and obligatory) instruments and mea-
sures. In this regard, OECD countries report significant dif-
ferences concerning the choice of instruments and the
importance of measures. Overall, OECD countries that
decide to reduce central government employment do so by
using the following broad strategies: recruitment freezes,
across-the-board cuts, outsourcing, compulsory termina-
tion, attrition and voluntary termination. Few countries
focus on the dismissal of public employees. In fact, most
countries are implementing other measures in order to
downsize public employment such as recruitment freezes.
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Methodology and definitions

Employment reforms aim to alter the size of the work-
force through the use of tools such as dismissals,
recruitment freezes, or privatisation. Data were col-
lected through the 2014 OECD Survey on Managing
Budgetary Constraints: Implications for HRM and
Employment in Central Public Administration. Respon-
dents were predominantly senior officials in central
government HRM departments, and data refer to the
HRM practices in central government. The survey was
completed by all OECD countries except Denmark,
Iceland, Israel, Luxembourg and Turkey. Central public
administration is defined, for the purposes of this sur-
vey, as organisations that are directly subordinated to
national political power and are at the service of the
central executive. The size and breadth of central pub-
lic administrations vary significantly across countries
and should be considered when making comparisons.

Data for Figure 6.2 are the responses to Question 1 for
the above-mentioned survey: Generally speaking,
what is the overall trend in central public administra-
tion employment in your country? Respondents chose
from five possible answers: high decrease; moderate
decrease; no relevant change; moderate increase; high
increase. These categories were not quantitatively
defined, but are chosen subjectively by respondents. In
Table 6.3, “dismissals” are terminations of employ-
ment with or without notice; “recruitment freezes” are
the overall practice and/or policy of disallowing finding
and selecting new staff to join an organisation (mostly
for a certain period of time); “outsourcing” is obtaining
goods or services by contract from an outside supplier.
The difference between moderate and frequent use
was not quantitatively defined.

Figure notes

6.2: Gzech Republic: The answer “No relevant change” is meant for the
year 2013. The biggest changes occurred in 2011 when the govern-
ment cut the budget of state employee salaries by 10%. However, 2013
witnessed no major change in public employment. So the overall
trend in the country is: No relevant change. France: There was a mod-
erate decrease in the number of public employees (not only civil ser-
vants) working in ministries (and not in agencies). Slovak Republic:
Frequency of use could not be determined, the information includes all
employees within the scope of public administration (central adminis-
tration, territorial self-administration, social and health insurance
funds). Switzerland: Information relates to the period 2005-13.
United Kingdom: Central public administration is intended as govern-
ment departments and their executive agencies (i.e. the civil service).
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6.2. Employment reforms in select OECD countries’ central public administrations

High increase: (3.4% of High decrease:
responding countries) \ / (17.2% of responding

Moderate increase: countries)
(20.6% of responding
countries)

%g\§\“®

Canada
Estonia
Fraﬂce
%
2 //;%
5 %
No relevant change: - 8 %, 7
(10.3% of § s =3 %
i i < S
responding countries) 2 g 5 @ Moderate decrease:
(48.2% of responding
countries)

Source: 2014 OECD Survey on Managing Budgetary Constraints: Implications for HRM and Employment in Central Public Administration, OECD, Paris.
StatLink Si=m http://dx.doi.org/10.1787/888933248809

6.3. Employment reform tools used in OECD countries’ central public administrations

o . ) Annual productivity Non or partial o Decentralisation
Dismissals Recruitment freezes Outsourcing targets replegement Privatisation of employment to Iowe_r
of retiring staff government level agencies

Australia > » . ] » .

Austria 0] [ ) J J [ ) O O
Belgium O [ ] ] [} (] ] [ ]
Canada > > O o ] ] o
Chile J 0] 1 O » O O
Czech Republic [ ] [ ] [ ° ] ] ]
Estonia > » O o o @] »
Finland ] » ] [ ] [ ] » »
France o > ] ) ] ] ]
Germany O o] @] O O O ®]
Greece ) > ) ) (] O o
Hungary ] [ ) O ] [ ) O O
Ireland o » ] (] [ ] @] o
Italy 0] [ ) J O [ ) O O
Japan O ] (] O [ ] ] O
Korea o > > ) o ] o
Mexico ) > ) ) > O )
Netherlands 6] » ] ] [ ] » ]
New Zealand o » ([ ] ] » » O
Norway O O O O O @] O
Poland ) (] ] o (] ] ]
Portugal [ ] [ ] ] [ [ ] O 6]
Slovak Republic [ ] [ ] . O [ ] . .

Slovenia ] [ ] o [ ] [ ] o o
Spain > [ ] ] o ) (o] (@)
Sweden ] ] ] [ ] [ ] » o
Switzerland ] ] O ] ] ] O
United Kingdom O [ ] ] ] ] ] o
United States ) > ) o > O o
OECD Total ]
@ Frequent use 3 1 3 7 15 0 1

D Moderate use 14 15 17 1 10 9 7
O Nouse 12 3 7 1 4 18 19
Brazil 0] » [} O ] [} [ ]
Colombia o > ] o ] ] o
Latvia [ » > ) ] O o

Source: 2014 OECD Survey on Managing Budgetary Constraints: Implications for HRM and Employment in Central Public Administration, OECD, Paris.
StatlLink = http://dx.doi.org/10.1787/888933248811
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PUBLIC SECTOR INTEGRITY

Managing conflict of interest: Pre- and post-public employment
Asset disclosure
Transparency and integrity in lobbying

Whistleblower protection
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Increased mobility between the public and private sector -
“revolving door” phenomenon - has raised public and gov-
ernmental concerns of impropriety which can affect trust
in public service. At the same time, it is also in the interest
of the public and government to attract experienced and
skilled workforce to serve the public interest. In this regard,
conflict of interest situations should be appropriately and
adequately identified and managed to ensure sound demo-
cratic governance. An excessively strict approach could
result not only in bureaucratic inefficiency but also in dis-
couraging the employment of potential skilled and compe-
tent workers in the public sector.

To properly manage the issue of post-public employment,
22 OECD countries have stipulated specific rules and proce-
dures for it. All OECD countries surveyed except for Sweden
legally require public officials not to use confidential or
other “insider” information after they leave the public sector.
Furthermore, 21 of them (66%) require a “cooling-off” period,
restricting public officials leaving the public sector from lob-
bying or engaging in official dealings, interacting with their
former subordinates or colleagues in the public sector. The
length of the cooling-off period varies across countries,
examples of which include less-than-a-year cooling-off
period required for civil servants in Austria and an up-to five
years of cooling-off period in Germany, where post-public
employments linked to the former tasks of the civil servant
have to be disclosed and can be prohibited if public interests
are affected. The cooling-off period varies between public
officials based on the seniority and the nature of the post as
it is the case in Slovenia, the United Kingdom and the
United States. During the cooling off period, only some cate-
gories of public officials in Austria, Israel, Norway, Portugal
and Spain receive compensation. For instance, in Spain,
public officials receive 80% of their basic salaries as compen-
sation and in Norway, compensation is awarded only for
prohibitions on taking up a specific appointment, the level
of which is equivalent to the salary received at the time of
the public official left public office.

In sharp contrast to post-public employment regulations,
fewer restrictions exist with regard to pre-public employ-
ment. Only seven OECD countries — Australia, Austria, France,
Israel, Japan, the Netherlands and New Zealand - have
restrictions on both private sector employees or lobbyists and
suppliers to the government or those who negotiate public
sector contracts on behalf of a company, to fill a post in the
public sector. Most restrictions take place during the recruit-
ment process where the applicants’ previous employments
are assessed for potential conflicts of interest. Once recruited,
they are also expected to manage their conflicts of interest
through recusal from involvement in an affected deci-
sion-making process or restriction from certain information.
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Methodology and definitions

Data were collected through the 2014 OECD Survey on
Managing Conflict of Interest in the Executive Branch
and Whistleblower Protection. 32 OECD countries
responded to the survey, as well as Brazil, Colombia,
Latvia and Russia. Respondents to the survey were
country delegates responsible for integrity policies in
central/federal government.

A conflict of interest involves a conflict between the
public duty and private interests of a public official, in
which the public official has private-capacity inter-
ests which could improperly influence the perfor-
mance of their official duties and responsibilities.

The term “public official” is defined as any person
holding an executive office of a country, whether
appointed or elected, whether permanent or tempo-
rary, whether paid or unpaid, irrespective of that per-
son’s seniority; and any other person who performs a
public function, including for a public agency or pub-
lic enterprise, or provides a public service, as defined
in the domestic law of the country.

Further reading

OECD (2010), Post-Public Employment: Good Practices for Pre-
venting Conflict of Interest, OECD, Paris.

OECD (2003), Recommendation of the Council on Guidelines for
Managing Conflict of Interest in the Public Service, OECD,
Paris.

OECD (1998), Recommendation of the Council on Improving Eth-
ical Conduct in the Public Service Including Principles for Man-
aging Ethics in the Public Service, OECD, Paris.

Figure notes

7.1: Data unavailable for Denmark and Luxembourg. In Chile, public offi-
cials leaving public service after having performed oversight func-
tion are not allowed to begin a working relationship for 6 months
with any private sector entity subject to oversight by the agency from
which the officials have left. In Finland, there exist instructions on
post-public employment even though there is no regulation on it. In
Israel, political advisors/appointees would receive compensation
only if they served as civil servants. In the United Kingdom, senior
civil servants and civil servants receive compensation in some very
exceptional cases when they are observing a waiting period.

7.2: Data unavailable for Denmark and Luxembourg. Government sup-
pliers here could refer to suppliers to the government or those who
negotiate public sector contracts on behalf of a company.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Managing conflict of interest: Pre- and post-public employment

7.1. Post-public employment: Compensation during the “cooling-off” period, 2014

Minister or Members

President Prime Minister of Cabinet/Office Political advisors/appointees Senior civil servants Civil Servants

Australia X o o o o o
Austria [ ] [ ] [ ] ] 6] 6]
Belgium X m] m] m] [m] [m]
Canada X o o o o o
Chile m] X ] m] m] m]
Czech Republic ] 0 0 ] ] ]
Estonia m} 0 0 0 o o
Finland 0 m} m} ] ] ]
France m] m] m] o o o
Germany ] 0 0 O O O
Greece m] ] ] m] m] m]
Hungary ] 0 0 ] ] ]
Iceland m} 0 0 0 0 0
Ireland 0 m} m} 6] 6] 6]
Israel m] o o ° (] (]
Italy ] O O m] m] m]
Japan X m] m] [m] O O
Korea o o o o o ]
Mexico o X o o o o
Netherlands X m} m} ] ] ]
New Zealand X m] m] m] ] ]
Norway X [ [ L] L] L]
Poland o o o m] o o
Portugal [ ] O O ] ] ]
Slovak Republic m} m] m] m] m] m]
Slovenia 6] 6] 6] 6] o o
Spain X [ ] [ ] m] O m]
Sweden X m] m] ] ] ]
Switzerland X ] ] m] o o
Turkey ] 0 0 O O O
United Kingdom X O O O O O
United States 0 X 6] ] o o
OECD total

® Yes 2 3 3 2 2 2
O No 4 9 1 10 17 15
O No cooling-off period 15 17 18 20 13 15
Brazil m} X (] [ ] (] 0
Colombia 6] X 6] 6] o o
Latvia o o o o o o
Russia o o o o o o

Source: OECD (2014), Survey on Managing Conflict of Interest in the Executive Branch and Whistleblower Protection, OECD, Paris.

Statlink i=r http://dx.doi.org/10.1787/888933248821

7.2. Restrictions on pre-public employment, 2014

No restrictions: 59.4%

On private sector employees
or lobbyists: 12.5%

On both private
sector employees
or lobbyists

and government
- suppliers: 21.9%

On government
suppliers: 6.3%

Source: OECD, (2014), Survey on Managing Conflict of Interest in the Executive Branch and Whistleblower Protection, OECD, Paris.
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Fairness and impartiality are expected of public servants in
fulfilling their fundamental mission to serve the public
interest. Public officials’ conflicts of interest pose a threat
to public trust. In this context, assuring transparency and
accountability of public officials in their decision-making
process is key to restoring trust in the government.

Disclosure of private interests of public officials is an effec-
tive tool for managing conflict of interest. Although it
remains primarily public officials’ responsibility to manage
their conflict of interest situations, disclosure of their pri-
vate interests can greatly aid in preventing apparent and
potential conflict of interest situations. Furthermore, pub-
lic availability of the disclosed information allows the gen-
eral public to hold public officials more accountable of their
official decisions and strengthens transparency in the pro-
cess. However, disclosure and public availability of the
information also concerns the public officials’ right to
privacy.

The level of disclosure and public availability of private
interests differs across three primary branches of govern-
ment, among which the legislative branch requires the high-
est level of disclosure and public availability in vast majority
of the OECD countries surveyed. The “at risk” area including
tax and customs officials, procurement agents and financial
authorities display lower level of disclosure requirement
compared to the three branches of government.

Within the executive branch, disparity of disclosure and
public availability levels is observed between public offi-
cials. In OECD countries, the level of disclosure, on average,
is closely related to the level of seniority. The top decision
makers tend to have more obligations regarding disclosure
of private interests followed by senior civil servants and
political advisors or appointees. Disclosure requirements of
private interests for public officials with higher decision
making power have continued to be further expanded and
developed in most OECD countries, especially for top deci-
sion makers in the Executive branch, including President,
Prime Minister and Ministers. In fact, in 2014 gifts are pro-
hibited or have to be disclosed for 73% of the top decision
makers in OECD countries surveyed compared to 68%
in 2009.

Public officials in some OECD countries such as Chile,
Greece, Hungary, Korea, the Netherlands, Sweden, Turkey
and the United States go beyond disclosing their own private
interests and disclose as well those of some of their family
members. In some countries, disclosure of family members’
private interests is not obliged by law and is left at public
officials’ discretion to disclose where potential conflicts of
interest could arise. This is the case in Canada and
the Netherlands in an effort to balance transparency and
public officials’ privacy.
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Methodology and definitions

Data were collected through 2014 OECD Survey on
Managing Conflict of Interest in the Executive Branch
and Whistleblower Protection. 32 OECD countries
responded to the survey, as well as Brazil, Colombia,
Latvia and Russia. Respondents to the survey were
country delegates responsible for integrity policies in
central/federal government.

“Executive branch” is one of the three primary
branches of a government in most democratic coun-
tries — the other two being judicial and legislative
branches. It includes the Prime Minister, and/or the
President, ministers or members of cabinet and all
agencies/departments under his or her direct control.
The term “legislative branch” covers the positions of
upper and lower house legislators. The term “judicial
branch” covers judges and prosecutors. The “at risk”
areas include tax and customs officials, procurement
agents and financial authorities.

Top decision maker’s level in Figure 7.4 is an average
between that of Head of Executive and Ministers.
Head of Executive refers to President or Prime Minis-
ter according to the country’s political system. Where
executive power is shared between President and
Prime Minister, the average between the two is taken.
More detailed information is available online at http://
dx.doi.org/10.1787/888933248855.

When calculating an aggregate of the country-specific
data, all private interests and all positions were
deemed equally important and were therefore
assigned the same weights. The private interests
include assets, liabilities, income source and amount,
paid and non-paid outside positions, gifts and previ-
ous employment. Annex D provides detailed data on
private interest disclosure and public availability and
information on calculation methodology.

Further readings

OECD (2007), OECD Guidelines for Managing Conflict of Interest
in the Public Service: Report on Implementation, OECD, Paris.

OECD (2003), Recommendation of the Council on Guidelines for
Managing Conflict of Interest in the Public Service, OECD,
Paris.

OECD (1998), Recommendation of the Council on Improving Ethi-
cal Conduct in the Public Service Including Principles for Man-
aging Ethics in the Public Service, OECD, Paris.

Figure notes
7.3: Data unavailable for Denmark and Luxembourg. Data for Mexico on
legislative branch and judicial branch are from 2012.

7.4: Data unavailable for Denmark, Iceland and Luxembourg. See
Annex D for more detailed information.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Asset disclosure

7.3. Level of disclosure and public availability of private interests across branches of government, 2014
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Source: OECD (2014), Survey on Managing Conflict of Interest in the Executive Branch and Whistleblower Protection, OECD, Paris.
StatLink iz http://dx.doi.org/10.1787/888933248848

7.4. Level of disclosure and public availability of private interests by the level of public officials in the executive branch,
2014
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Source: OECD (2014), Survey on Managing Conflict of Interest in the Executive Branch and Whistleblower Protection, OECD, Paris.
StatLink Sa=r http://dx.doi.org/10.1787/888933248855

GOVERNMENT AT A GLANCE 2015 © OECD 2015 117


http://dx.doi.org/10.1787/888933248848
http://dx.doi.org/10.1787/888933248855

Lobbying is a fact of public life in all countries. It has the
potential to promote democratic participation and can pro-
vide decision makers with valuable insights, as well as
facilitate stakeholder access to public policy development
and implementation. Yet, lobbying is often perceived as an
opaque activity of dubious integrity, which may result in
undue influence by special interests, unfair competition
and regulatory capture at the expense of fair, impartial and
effective policy making. There is evidence of an emerging
consensus on the need for transparency. While by 2014
only 15 OECD countries have introduced lobbying regula-
tions to this effect, there is a clear acceleration in this sense
as 11 countries have done so in the last decade.

Regulations require lobbyists to disclose information about
their practices through a register. For example, Austria,
Canada, France, Germany, Mexico, Poland, Slovenia and
the United States have lobbyist registers in place. Disclo-
sure should provide enough pertinent information on key
aspects of lobbying activities to enable proper scrutiny.
Countries with publicly accessible registers commonly
require lobbyists to file in the registers their names, contact
details, their employer’s name, and the names of their
clients.

While it takes two to lobby, the ultimate responsibility for
safeguarding the public interest and rejecting undue influ-
ence lies with those who are lobbied, namely public offi-
cials. Most OECD countries have instituted principles,
rules, standards or procedures that regulate public officials’
conduct. For example, such regulations in Canada and Slo-
venia specifically apply to their conduct in dealing with
lobbyists while other countries such as Estonia, Norway
and Sweden, rely on more general regulations or codes of
conduct.

An increasing concern relating to lobbying is the practice of
“revolving doors”- the movement of staff between related
public and lobbying sectors —as it may heighten exposure to
conflicts of interest and impropriety such as the misuse of
insider information, position and contacts. Concern over
revolving doors has prompted countries to take measures
to prevent and contain conflict of interest in pre- and
post-public employment situations in order to ensure the
integrity of present and former public officials. Among the
24 countries which responded to the 2013 OECD Survey on
Lobbying Rules and Guidelines, only half (12) have adopted
restrictions on senior public officials in the executive
branch to engage in lobbying after they leave the govern-
ment; and only 10 have restrictions on public officials.
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Another emerging concern is the capture of advisory
groups by private interests to exert undue influence. When,
for example, corporate executives or lobbyists advise gov-
ernments as members of an advisory group, they act not as
external lobbyists, but as part of the policy making process
with direct access to decision makers. There is often no
obligation to ensure a balanced representation of interests
in advisory groups, except for Belgium, Estonia, Korea,
Switzerland and the United States. In order to ensure
transparency in policy making, countries can, as a mini-
mum, make membership information publicly available for
scrutiny by other stakeholders.

Methodology and definitions

The data presents the results of the OECD 2013 Survey
on Lobbying Rules and Guidelines. Respondents to
the Survey were country delegates responsible for
integrity policies and/or lobbying rules and their
implementation in central government. A total of
24 OECD countries together with Brazil, completed
the survey. In addition, Denmark, Japan and the
United Kingdom responded to selected questions.

Further reading

OECD (2014), Lobbyists, Governments and Public Trust, Volume
3: Implementing the OECD Principles for Transparency and
Integrity in Lobbying, OECD, Paris, http://dx.doi.org/10.1787/
9789264214224-en.

OECD (2012), Lobbyists, Governments and Public Trust,
Volume 2: Promoting Integrity through Self-regulation, OECD,
Paris, http://dx.doi.org/10.1787/9789264084940-en.

OECD (2010), “Recommendation on Principles for
Transparency and Integrity in Lobbying”, OECD, Paris,
wwuw.oecd.org/corruption/ethics/oecdprinciplesfortrans
parencyandintegrityinlobbying.htm.

Figure notes

7.5: Data refers to the year of introduction of the first regulation in
respective countries. Ireland enacted the Regulation of Lobbying Act
in March 2015.

7.6: Data unavailable for Australia, the Czech Republic, Denmark, Greece,
Iceland, Israel, Japan, the Slovak Republic and Turkey.
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7.5. Introduction of lobbying regulation, 1940-14
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7.6. Rules on the balanced representation of interests in advisory groups, 2013

Is there an obligation to have a balanced Are lobbyists allowed to sit in advisory/expert Are corporate executives allowed to sit
composition of advisory/expert groups? groups in personal capacity? in advisory/expert groups in personal capacity?

Austria X O @]
Belgium O X @]
Canada X o o
Chile X o] o
Estonia O O ®]
Finland X O ®]
France X O @]
Germany X O @]
Hungary X X O
Ireland X o] o
Italy X o o
Korea o X o]
Luxembourg X O O
Mexico X e] o
Netherlands X o O
New Zealand X X X
Norway X e] o
Poland X O o]
Portugal X O O
Slovenia X 0] o
Spain X X X
Sweden X o] o
Switzerland O O ®]
United Kingdom X o] o]
United States (@] o o
OECD Total

O Yes 5 20 23
X No 20 5 2
Brazil X O @]

Source: OECD (2013), Survey on Lobbying Rules and Guidelines.
StatLink swr http://dx.doi.org/10.1787/888933248872
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The protection of employees who disclose wrongdoing, in
the context of their workplace (whistleblowers), is at the
core of an organisation’s integrity framework. In govern-
ments, it is recognised as an essential element for safe-
guarding the public interest, promoting a culture of public
accountability, and in many countries is proving crucial in
the reporting of misconduct, fraud and corruption.

The importance of developing the necessary laws is evi-
denced by the increase in OECD countries that have devel-
oped a legal framework aimed at protecting whistleblowers
since 2009, including Belgium, Greece, Ireland and Switzer-
land. Overall, 88% of OECD countries surveyed have a whis-
tleblower protection law or legal provision that calls for the
protection of whistleblowers.

Whistleblower protection can originate from dedicated
law(s), or through a piecemeal approach, stemming from
provisions in various laws. The majority of the OECD coun-
tries that provide legal protection to whistleblowers do so
through provisions found in one or more laws, such as
anti-corruption laws, competition laws, corporate laws,
public servants laws, labour laws and criminal codes. While
most apply this type of approach, the degree of protection
afforded within the provisions of these laws is often less
comprehensive than the protection provided for within
dedicated law(s),which often facilitate clarity and stream-
line the processes and mechanisms involved in disclosing a
wrongdoing.

In terms of coverage, several OECD countries surveyed still
only afford protection to public sector employees. 69% of
OECD countries that responded to the survey extend their
coverage to include employees in both the public and pri-
vate sector to varying degrees, as evidenced in Estonia,
Korea and Ireland.

Whistleblower protection laws and provisions, gain impact
through effective awareness-raising, communication,
training and evaluation efforts. In their drive to promote
whistleblowing, one third of OECD countries, who
responded to the survey and report affording protection,
including Australia, Belgium, Korea and the United States,
have established various incentives for individuals to come
forward with disclosures. These incentives include expe-
dited processes, follow up mechanisms and financial
rewards. For instance in Korea, whistleblowers are
rewarded with up to USD 2 million, if their report of corrup-
tion has directly contributed to recovering or increasing
revenues or reducing expenditures for public agencies.

To discourage an abuse of the system the majority of OECD
countries surveyed have put measures in place to preclude
individuals from reporting allegations in bad faith.
The Czech Republic, Greece, Ireland, Portugal and
the United Kingdom are the only OECD countries surveyed
not to include such measures. Nevertheless, if individuals
have been discovered to have reported in bad faith, in Ire-
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land and the United Kingdom, they are dealt with by nor-
mal disciplinary procedures.

Methodology and definitions

Data was collected through the 2014 OECD Survey on
Managing Conflict of Interest in the Executive Branch
and Whistleblower Protection. 32 OECD countries
responded to the survey, as well as Brazil, Colombia,
Latvia and Russia. Respondents to the survey were
country delegates responsible for integrity policies in
central/federal government. In Figure 7.8, the degree
of coverage in the private sector varies, depending on
the particular type of law or laws that are applicable
(e.g. competition, corporate, labour, etc.).

Further reading

OECD (forthcoming), “Revisiting Whistleblower Protection
in OECD Countries: From Commitments to Effective Pro-
tection”, OECD, Paris.

OECD (2012), “Study on G20 Whistleblower Protection
Frameworks, Compendium of Best Practices and Guiding
Principles for Legislation”, OECD, Paris.

OECD (1998), “Recommendation of the Council on Improv-
ing Ethical Conduct in the Public Service Including Prin-
ciples for Managing Ethics in the Public Service”, OECD,
Paris.

Figure notes

7.7: Data unavailable for Denmark and Luxembourg. In the Slovak
Republic, the relevant law was approved in October 2014 and came
into effect as of January 2015. The degree of protection may vary
among countries when protection is provided within provision(s) in
other law(s).

7.8: Data unavailable for Denmark and Luxembourg. OECD countries
that do not afford legal protection to whistleblowers were not
included in the figure. Greece and Portugal afford legal protection to
whistleblowers; however they were omitted from the figure, as in the
case of the former, the relevant prosecutor decides who is given the
status of a whistleblower, while in the case of the latter the protec-
tion of whistleblowers is limited to those in criminal proceedings. In
Canada, a certain degree of whistleblower protection exists in the
private sector for those who report criminal acts by their employer.
In Switzerland, protection in the private sector does not result from
explicit legal provisions, instead it stems from the Code of Obliga-
tions as well as related case law. Furthermore, the degree of protec-
tion granted is lower than in the public service since reintegration or
reassignment to an equivalent position as the one occupied prior to
whistleblowing is not possible .

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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7.8. Scope of whistleblower protection in the public and private sector, 2014

Public and private sector

Employees Consultants Suppliers Temporary employees Former employees Volunteers

Australia on on [ Jm] [ Ju] [ Ju] O
Austria [ Ju) oo oo [ Ju) [ Ju) [ )
Belgium [ Ju) o0 oo [ Ju) oo o
Canada [ Ju} [ Ju} [ Ju} [ Ju} [ Ju] o
Chile [ Ju) oo oo oo oo o
Czech Republic on o0 oo oo oo o
Estonia on on on on on [}
France on on on on on [}
Germany on on on on on @]
Hungary on on on on on [
Iceland [ Ju} oo oo [ Ju} oo O
Ireland on on on on on o
Israel on [ Ju] oo on on O
Italy [ Ju) [ Ju) oo [ Ju) [ Ju) o
Japan on oo oo on [@)n] @]
Korea on on on on on [ ]
Mexico on on on on on [}
Netherlands on oo o0 on on O
New Zealand on on on on on [}
Norway on oo og oo oo o
Slovak Republic [ Ju} oo o0 oo oo O
Slovenia on on on on on [}
Switzerland on oo oo on oo O
Turkey [ Ju) [ Ju) og [ Ju) oo o
United Kingdom on on on on oo o
United States on [ Ju} oo on on o
OECD total

Yes: @ (Public), W (Private) 26,18 16, 11 12,10 22,15 16, 12 8
No: O (Public), 3 (Private) 0,8 10,15 14,16 4,11 10, 14 18
Brazil [ Ju] oag o0 [ Ju] oo O
Colombia on on on on on o
Latvia on [ Ju] o0 oo oo O
Russia [ Ju) oo oo oo oo o

Source: OECD (2014), Survey on Managing Conflict of Interest in the Executive Branch and Whistleblower Protection.
StatLink &i=r http://dx.doi.org/10.1787/888933248898
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Global trends in regulatory policy and governance
Stakeholder engagement

Regulatory Impact Analysis

Ex post evaluation of regulation

Governance of regulators
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Global treri.;i in relatory policy and overnance

Regulatory policy refers to the set of rules, procedures and
institutions introduced by government for the express pur-
pose of developing, administering and reviewing regulation
(both primary and subordinate). OECD member countries
have acknowledged the critical importance of regulatory
policy and made substancial efforts to ensure that regula-
tions are of high quality and fit-for-purpose. The financial
and economic crisis of 2008 has reinforced the need and
highlighted the importance of a well-functioning regula-
tory framework for transparent and efficient markets with
the right incentives. Fair, transparent and clear regulatory
frameworks serve also as a sine qua non basic condition for
dealing effectively with environmental and social chal-
lenges in a society. Good regulatory practices and institu-
tions can also help address global challenges and “harness”
globalisation through more coherent and shared rules.

The 2012 OECD Recommendation on Regulatory Policy and
Governance recommends that OECD member countries
“commit at the highest political level to an explicit
whole-of-government policy for regulatory quality”.
In 2014, based on the latest Regulatory Indicators Survey,
most countries show commitment towards an explicit
whole-of-government regulatory policy. Most countries
(94%) have in place standard procedures to develop primary
laws and subordinate regulations. Similarly, more than
three-quarters (80%) of countries also have nominated a
Minister or a high-level official to be accountable for pro-
moting government-wide progress on regulatory reform,
and have developed and published an explicit regulatory
policy. This high-level of commitment is a sign of wide
adoption of a whole-of-government regulatory policy
across the OECD. The number of OECD countries without
an explicit regulatory policy is shrinking fast (24 out of 34).

The 2012 Recommendation advocates to “establish mecha-
nisms and institutions to actively provide oversight of reg-
ulatory policy procedures and goals, support and
implement regulatory policy and thereby foster regulatory
quality”. Thirty two OECD member countries as well as the
European Commission have adopted oversight bodies to
ensure regulatory quality. Despite the wide adoption of
oversight bodies, substancial differences in institutional
contexts and structures and differences in the maturity
levels of regulatory systems prevail across OECD countries.
Many countries report not one but several oversight bodies,
which can be located either within government, e.g. at the
prime minister’s office or the ministry of finance, or out-
side of government, e.g. as an independent body. This
result raises the question of the allocation of responsibility
across the different bodies and a need for co-ordination.
While specialisation may be warranted, too much fragmen-
tation could erode the whole-of-government approach rec-
ommended by the 2012 Recommendation. Likewise, there
is substantial variety across countries in relation to the
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responsibilities of the oversight bodies. Similarly, the over-
sight bodies can perform a wide range of functions, from
providing advice and co-ordination of regulatory tools to
acting as formal “gate-keepers” ensuring regulations can-
not proceed to the next stage of development until a partic-
ular criteria has been met.

Methodology and definitions

The indicators draw upon country responses to
the 2014 OECD Regulatory Indicators Survey for all
OECD member countries and the European Commis-
sion. Responses were provided by delegates to the
OECD Regulatory Policy Committee and central gov-
ernment officials. The scope of the data covers only
regulations initiated by the executive. All questions
on primary laws are not applicable to the
United States, as the US executive does not initiate
primary laws at all.

Primary laws are regulations which must be approved
by the parliament or congress, while subordinate reg-
ulations can be approved by the head of government,
by an individual minister or by the cabinet - that is, by
an authority other than the parliament/congress.
Regulatory Impact Analysis (RIA) is the systematic
process of identification and quantification of bene-
fits and costs likely to flow from regulatory or
non-regulatory options for a policy under consider-
ation. Minister refers to the most senior political role
within a portfolio. High level official refers to a senior
public official in the ministry, for example a Perma-
nent Secretary, Departmental Secretary, State Secre-
tary, Secretary-General or Deputy Minister.

Further reading

OECD (forthcoming), Regulatory Policy Outlook 2015, OECD,
Paris.

OECD (2014), OECD Work on Regulatory Policy, OECD, Paris,
www.oecd.org/gov/regulatory-policy/.

OECD (2012), Recommendation of the Council on Regulatory Policy
and Governance, OECD, Paris, www.oecd.org/gov/regulatory-
policy/2012-recommendation.htm.

Table and figure notes

The question “Are there standard procedures by which the administra-
tion develops primary laws” is not applicable to the United States.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Global trends in regulatory policy and governance

8.1. The adoption of an explicit whole-of-government policy for regulatory quality, 2014

Explicit published

Standard procedures adopted
by which the administration
develops...

Minister/high
level official
accountable

Body
responsible
for promoting

Area of responsibility for regulatory oversight body

regulatory A regulatory policy
policy exists forrezrl:)lgg:?g and reporting Regulatory Administrative c
" Subordinate on regulatory simplification Stakeholder X post I
Primary laws regulations reform quality Aslsr:;’sa:]tem or burden engagement analysis Legal quality
reduction

Australia (] (] [ ] [ ] ([ ] ([ ] ([ ] ([ ] [ ] (]
Austria [ [ ) [ ) [} [} [} [} [} [ ] [ ]
Belgium [ ) [ ) [ ) O [} [} [ ] [ ] [ ] o
Canada [ ] [ ] [ ] [ [ ] [ ] [ ] [ ] [ ] [ ]
Chile O [ ) [ ) O O O O O O O
Czech Republic [ ] [ ] [ ] [ [ ] [ ] [ [ [ (]
Denmark (] (] [ ] [ ] ([ ] ([ ] ([ ] ([ ] [ ] (]
Estonia [ [ ) [ ) [} [} [} [} [} [ ] [ ]
Finland [ ) [ ) [ ) O [ J O O O O [ ]
France [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ]
Germany [ ] [ ] [ ] [ [ [ [ [ ° [ ]
Greece [ ] [ ] [ ] [ [ ] [ ] [ ] [ ] o [ ]
Hungary [ ) [ ) [ ) O [} O [ ] O [ ] [ )
Iceland [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ]
Ireland (] (] [ ] o ([ ] ([ ] ([ ] O O (]
Israel [ ] [ ] [ ] [ ] [ ] o] [ ] [ ] [ ] o
Italy [ ) [ ) [ ) [} [ J [ J [} O [} [ ]
Japan [ ] O [ ] [ [ @] [ [ [ 0]
Korea (] (] [ ] [ ] ([ ] ([ ] ([ ] ([ ] ([ ] (]
Luxembourg [ ] [ ] [ ] [ [ [ [ [ [ (]
Mexico (] (] [ ] [ ] ([ ] ([ ] ([ ] ([ ] ([ ] o
Netherlands [ ] [ ] [ ] [ ] [ ] [ ] [ ] [ ] o [ ]
New Zealand (] (] [ ] [ ] ([ ] ([ ] O ([ ] ([ ] o
Norway O [ ] O [ @] @] O @] O 0]
Poland [ ) [ ) [ ) [} [ J [ J [} [} [} [ ]
Portugal [ [ ) [ ) [} [} O [} [} [ ] [ ]
Slovak Republic [ ] [ ] [ ] [ [ [ [ [ ° O
Slovenia [ ] [ ] [ ] [ [ ] O [ ] [ ] [ ] [ ]
Spain [ ) [ ) [ ) [} [ J [ J [} [} [} [ ]
Sweden [ ] [ ] [ ] [ [ ] [ ] [ ] [ ] o [ ]
Switzerland [ [ [ ] [ ] (] ([ ] ([ ] ([ ] ([ ] L]
Turkey [ ] [ ] [ ] @] [ [ O [ O (]
United Kingodom [ ) [ ) [ ) [ ) [} [} [ ] [ ] [ ] [ )
United States [ ] X [ ] [ [ ] [ ] [ ] [ ] [ ] o
European Union [ ) [ ) [ ) [ ) [} [} [ ] [ ] [ ] [ )
OECD Total

® Yes 32 32 33 28 32 26 29 28 26 25
O No 2 1 1 6 2 8 5 6 8 9
X Not applicable 0 1 0 0 0 0 0

Source: OECD (forthcoming), Regulatory Policy Outlook 2015 based on the 2014 OECD Regulatory Indicators Survey results.

131umber of jurisdictions

StatLink &a=r http://dx.doi.org/10.1787/888933248903

8.2. Number of oversight bodies per country/jurisdiction, 2014

5 6
Number of oversight bodies indicated

Source: OECD (forthcoming), Regulatory Policy Outlook 2015 based on the 2014 OECD Regulatory Indicators Survey results.

GOVERNMENT AT A GLANCE 2015 © OECD 2015

StatLink Si=m http://dx.doi.org/10.1787/888933248915

125


http://dx.doi.org/10.1787/888933248903
http://dx.doi.org/10.1787/888933248915

The central objective of regulatory policy is to ensure that
regulations are designed and implemented in the public
interest. It can only be achieved with help from those con-
cerned: citizens, businesses, civil society, public sector
organisations, etc. The 2012 OECD Recommendation on
Regulatory Policy and Governance recommends that gov-
ernments “actively engage ... all relevant stakeholders dur-
ing the regulation-making process and design ...
consultation processes to maximise the quality of the
information received and its effectiveness” (OECD, forth-
coming). OECD member countries acknowledge the impor-
tance of listening to the voice of users, who need to be part
of the regulatory development process. Moreover, stake-
holder engagement is commonly considered as a key ele-
ment of an open government policy.

A majority of OECD member countries have implemented a
requirement to engage stakeholders in developing both pri-
mary and subordinate regulations. Most countries also
ensure easy access to regulations and have policies on
using plain language. Many countries are using tripartite
consultations to make sure that the views of workers and
employers are reflected in newly developed regulations. On
the other hand, involvement of stakeholders in perfor-
mance assessments of regulations and regulatory systems
is rather rare.

Stakeholder engagement should be part of all stages of the
regulatory governance cycle. Most OECD member countries
engage with stakeholders especially when developing or
amending regulations. Countries use various types of con-
sultations in various phases of the regulation-making pro-
cess, however a typical engagement takes place through a
public consultation over the internet at the final stage of
the process when a legislative draft is submitted to the gov-
ernment. Attempts exist to involve stakeholders in the pro-
cess of reviewing the stock of available regulations. Some
countries such as Denmark now actively seek stakeholders’
input on shaping regulatory reform programmes such as
those focusing on administrative simplification. Stakehold-
ers are still rarely engaged in the final delivery stage of the
regulatory governance cycle, implementation and monitor-
ing. The UK Better Regulation Delivery Office’s co-operation
with stakeholders in improving regulatory delivery and
inspections or Canada where regulators are required to
develop interpretation policies in co-operation with stake-
holders are among the exceptions. Countries could more
actively engage with stakeholders at this stage to find ways
to implement regulations most effectively, to limit unnec-
essary burdens and to target better their enforcement
methods. Enhanced contact between regulators and regu-
lated entities could result in improved measurement of
compliance and a better understanding of the reasons for
non-compliance.

The use of ICTs in engaging stakeholders in regulatory pol-
icy is widespread. It has become a standard practice that
countries publish draft regulations on ministerial websites
or dedicated consultation portals. An increasing number of
countries experiment with more innovative tools such as
social media, crowdsourcing, wiki-based tools, etc. The
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experience so far shows that ICTs have failed to signifi-
cantly increase the level of engagement in policy making or
to improve its quality. Despite the fact that the mecha-
nisms of engagement have changed, the nature of the pro-
cess has remained essentially the same as in the pre-digital
era. In general, the effect of the use of ICTs on the quality
and quantity of stakeholder engagement is behind expec-
tations (OECD, forthcoming).

Methodology and definitions

The indicators draw upon country responses to
the 2014 OECD Regulatory Indicators Survey for all
OECD member countries and the European Commis-
sion. Responses were provided by delegates to the
OECD Regulatory Policy Committee and central gov-
ernment officials. The data only cover primary laws
and subordinate regulations initiated by the execu-
tive. All questions on primary laws are not applicable
to the United States as the US executive does not ini-
tiate primary laws at all.

Primary laws are regulations which must be approved
by the legislature, while subordinate regulations can
be approved by the head of government, by an indi-
vidual minister or by the cabinet. Early-stage consul-
tation refers to stakeholder engagement that occurs
at an early stage to inform officials about the nature
of the problem and to inform discussions on possible
solutions. Later-stage consultation refers to stake-
holder engagement where the preferred solution has
been identified and/or a draft version of the regula-
tion has been issued.

Further reading

OECD (forthcoming), Regulatory Policy Outlook 2015, OECD,
Paris.

OECD (2014), “Evaluating Stakeholder Engagement in Regu-
latory Policy”, Policy Findings and Workshop Proceed-
ings, 6th Expert Meeting on Measuring Regulatory
Performance, OECD, Paris.

OECD (2012), Recommendation of the Council on Regulatory Policy
and Governance, OECD, Paris, www.oecd.org/gov/regulatory-
policy/2012-recommendation.htm.

Table notes

8.4: Public consultation over the internet refers to consultation open to
any member of the public, inviting them to comment with a clear
indication how comments can be provided. The public should be able
to either submit comments online and/or send them to an e-mail
address that is clearly indicated on the website. This excludes simply
posting regulatory proposals on the internet without provision for
comment.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Stakeholder engagement

8.3. Requirements and types of stakeholder engagement, 2014

Requirement to conduct stakeholder engagement Stakeholder engagement to mform off!mals Consultation on draft regulations/proposed rules
about the problem and possible solutions
Primary laws Subordinate regulations Primary laws Subordinate regulations Primary laws Subordinate regulations

Australia A ] A A | | A
Austria ] ] ] ] ] ]
Belgium | | ] A A A A
Canada | | | A | | | |
Chile ] ] ] ] ] ]
Czech Republic A A ] ] [ ] [ ]
Denmark | ] ] ] | | ]
Estonia | | A ] ] | ]
Finland | ] ] ] ] ]
France ] A ] ] ] ]
Germany | | ] ] | |
Greece | ([ ] ] [ ] | | A
Hungary ] ] [ [ ] ]
Iceland ] ([ ] ] ] 1] ]
Ireland ] ] ] [ ] [}
Israel [ ] ([ ] [ ] [ ] ([ ] [ ]
Italy | | | | ] ] ] ]
Japan [} A o [} [ J ]
Korea A A ) [ ] | | |
Luxembourg | | ] ] [ ] ]
Mexico | ] ] ] ] ]
Netherlands ] ([ ] [ ] [ ] ] ]
New Zealand | | | | | ]
Norway | | ] ] ] ] ]
Poland | | | ) ] | | |
Portugal A A [} [ J | |
Slovak Republic ] [ ] ] ] [ ] [ ]
Slovenia | | | A A | | |
Spain | | ] ] | |
Sweden | | | ] ] | | A
Switzerland | A ) ] | | A
Turkey | ] ] ] A A
United Kingdom | | ] A ] ] ]
United States X | | X ] X |
European Union A A A A [ ] |
OECD Total

W For all regulations 21 18 1 2 23 18
A For major regulations 4 7 5 3 2 6
D For some regulations 6 5 22 21 6 8
® Never 2 4 5 8 2 2
X Not applicable 1 0 1 0 1 0

Source: OECD (forthcoming), Regulatory Policy Outlook 2015 based on the 2014 OECD Regulatory Indicators Survey results.
StatLink Si=r http://dx.doi.org/10.1787/888933248928

8.4. Use of ICTs to consult in different stages of regulation development, 2014

Government uses interactive websites to consult with stakeholders on: List of countries Number of countries
Public consultation conducted over the internet with invitation AUS, BEL, CAN, CHL, CZE, DNK, EST, FIN, FRA, DEU, GRGC, ISL, IRL, ITA, JPN, KOR, MEX, 31

to comment NDL, NZL, NOR, POL, PRT, SVK, SVN, ESP, SWE, CHE, TUR, GBR, USA, European Union

Plans to regulate AUS, BEL, CAN, CHL, DNK, EST, FIN, DEU, KOR, MEX, NDL, NZL, NOR, POL, SVK, SVN, 19

CHE, USA, European Union
Draft regulations AUS, BEL, CAN, CHL, DNK, EST, FIN, FRA, DEU, GRC, ISL, ITA, JPN, KOR, MEX, NDL, NZL, 24
NOR, POL, SVK, SVN, CHE, GBR, USA
Plans to change existing regulations AUS, BEL, CAN, CHL, DNK, FIN, FRA, DEU, GRC, ITA, KOR, MEX, NDL, NZL, NOR, POL, 23
PRT, SVK, SVN, CHE, GBR, USA, European Union
Finalised regulations AUS, BEL, CAN, CHL, DNK, EST, FIN, GRC, JPN, KOR, MEX, NDL, NZL, SVN, USA 15

Source: OECD (forthcoming), Regulatory Policy Outlook 2015 based on the 2014 OECD Regulatory Indicators Survey results.
StatLink &i=r http://dx.doi.org/10.1787/888933248936
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/8. REGULATC

Regulatory Impact Analysis (RIA) is the systematic process
of identification and quantification of benefits and costs
likely to flow from regulatory or non-regulatory options for
a policy under consideration. Countries apply a variety of
analytic techniques as part of the RIA process, including
cost-benefit analysis, cost-effective analysis, and multi-
criteria analysis. RIA represents a core tool for ensuring the
quality of new regulations through an evidence-based pro-
cess for decision making. A well-functioning RIA system
can assist in promoting policy coherence by making trans-
parent the trade-offs inherent in regulatory proposals. RIA
improves the use of evidence in policy making and reduces
the incidence of regulatory failure arising from regulating
when there is no case for doing so, or failing to regulate
when there is a clear need. The process fosters integrity
and trust in the regulation-making system through levers
of transparency and accountability by disclosing the devel-
opment process of the regulation. Yet, despite being one of
the tools most widely adopted internationally as part of
regulatory policy, effective implementation of RIA remains
elusive in many cases. This is evidenced, for instance, by
the existing gap between the legal mandate to conduct RIA
and its actual practice and the limited number of countries
that ensure that regulations guarantee a net benefit to soci-
ety (Table 8.5).

Survey data shows that the majority of OECD countries have
both established the requirement to conduct RIA in a legal
or official document, and are conducting RIA in practice.
However, there is a significant gap between requiring RIA,
as established in a legal or official document, and the
actual practice of RIA (Table 8.5). This gap is more pro-
nounced in the case of subordinate regulation. Despite RIA
being a cornerstone of evidence-based policy making and
one of the most promoted regulatory policy tools by the
OECD for the past 20 years, ensuring its even implementa-
tion in all OECD countries remains a challenge.

High quality regulations are expected to bring benefits to
society as a whole. At the same time, they also bring about
costs: implementation and compliance costs, administra-
tive burdens and potential distortions in other markets.
One of the core objectives of RIA is helping countries to
design and implement cost-effective regulations, which
add to overall wealth of society, by providing net positive
benefits. It is common practice across OECD member coun-
tries to identify benefits and costs of draft regulation as
part of the RIA process. However, only a small minority
(about 34%) of OECD countries including the United Kingdom
and Mexico amongst others ensure that the benefits of reg-
ulations outweigh the costs (Table 8.5). In many cases, this
result stems from a lack of human and capital resources to
overcome methodological challenges in carrying out cost
and benefit analysis. Furthermore, this finding may dem-
onstrate that RIA is used mainly as a tool to determine
which regulatory proposals are the least costly. In any
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event, much more needs to be done to systematically iden-
tify benefits and thus fundamentally improve the utilisa-
tion of RIA.

A key OECD recommendation for an effective RIA system is
to establish a body that is responsible for reviewing the
quality of RIAs prepared by line ministries and regulators.
An oversight body for the RIA process has been established
in the majority of OECD countries (Table 8.6). However, in a
significant number of cases, oversight bodies do not yet
function as effective gatekeepers to guarantee regulatory
quality, namely the capacity to return the RIAs alongside the
corresponding draft regulation to line ministries and regula-
tors when the oversight bodies deem them to be inadequate
or inconsistent with regulatory principles. All in all, the
question of the effectiveness of RIA systems in warranting
that the implemented regulations are “fit-for-purpose”
remains unanswered.

Methodology and definitions

The indicators draw upon country responses to
the 2014 OECD Regulatory Indicators Survey for all
OECD member countries and the European Commis-
sion. Responses were provided by delegates to the
OECD Regulatory Policy Committee and central gov-
ernment officials. The data only covers primary laws
and subordinate regulations initiated by the execu-
tive. All questions on primary laws are not applicable
to the United States, as the US executive does not ini-
tiate primary laws at all.

Primary laws are regulations which must be approved
by the parliament or congress, while subordinate reg-
ulations can be approved by the head of government,
by an individual minister or by the cabinet - that is, by
an authority other than the parliament/congress.

Further reading

OECD (forthcoming), Regulatory Policy Outlook 2015, OECD,
Paris.

OECD (2014), “OECD Work on Regulatory Impact Analysis”,
www.oecd.org/gouv/regulatory-policy/ria.htm.

OECD (2012), Recommendation of the Council on Regulatory
Policy and Governance, OECD, Paris, wwuw.oecd.org/gov/
regulatory-policy/2012-recommendation.htm.

Table note

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Regulatory Impact Analysis

8.5. RIA - Formal requirements, practice and assessment of costs and benefits, 2014

Requirement to conduct RIA is conducted in practice Regulators are required Regulators are required Formal requirement exists
a RIA to inform to inform the development to identify the costs to identify the benefits for regulators tq demonstrate

the development of: of regulations for: of a new regulation of a new regulation that thg bgnef!ts of anew

regulation justify the costs

Primary Subordinate Primary Subordinate Primary Subordinate Primary Subordinate Primary Subordinate

laws regulations laws regulations laws regulations laws regulations laws regulations
Australia A A A A | | | | A A A A
Austria | | | | ] ] | | [ ] [ ]
Belgium | ] | ] | | | | [ [ J
Canada | | | | ] ] | | [ ] |
Chile [ ] [ ] [ ] [ ] | [ ] | ] [ ] [ ]
Czech Republic | ] | ] | ] A | | | | | | | | [ [
Denmark | [} | ] | | | [ J [ [
Estonia | | | ] ] ] | | [ ] [ ]
Finland | ] | ] | A | | A [ J [ J
France | A | A | A | A [ [
Germany | | | | | | | | | | [} [}
Greece | A | [ ] ] A | A [ ] [ ]
Hungary [ ] [ ] [ ] [ ] [ ] [ ] | | | | | | | |
Iceland | ] | ] | ] | [ | [
Ireland | | | A | | ] ] [ J [
Israel | | [ | | | | | [ [
Italy | | | | | | | | | | | | [} [}
Japan A A A A | | | | A A [} [}
Korea | | | | | | | | | | A [} [}
Luxembourg | | | | [} [} | | | | [} [} [} [}
Mexico | | | | | | | | | | | | | | | |
Netherlands | A | A | A [ [ [ [
New Zealand | | | | | | | | | | ] ]
Norway | | | | ] ] ] ] | | | | [} [}
Poland | | | | | | | | | | | | [} [}
Portugal | | | | ] ] [ ] [ ] [ ] [ ]
Slovak Republic | | | | | | | | [ J [ J
Slovenia | | | | ] ] A A [ ] [ ]
Spain | | | | ] ] ] ] | | | |
Sweden | | A A ] ] | | [ ] [ ]
Switzerland | | | | | | | | | | | | | | | |
Turkey | | ] | | ] ] [} ] [} ] [}
United Kingdom | | | | | | | | | |
United States X A X A X A X A X A
European Union A A A A A A A A A A

QECD Total

M For all regulations 30 22 26 16 30 24 24 17 6 6
A For major regulations 2 6 3 8 0 5 3 8 1 2
D For some regulations 0 4 1 7 3 3 3 3 2 1
® Never 1 2 3 3 0 2 3 6 24 25
X Not applicable 1 0 1 0 1 0 1 0 1 0

Source: OECD (forthcoming), Regulatory Policy Outlook 2015 based on the 2014 OECD Regulatory Indicators Survey results.
StatLink SazP http://dx.doi.org/10.1787/888933248940

8.6. The oversight of RIA, 2014

Government body outside the ministry sponsoring the regulation
responsible for reviewing the quality of the RIA exists

An oversight body can return RIA where deemed inadequate

Primary laws

Subordinate regulations

AUS, AUT, BEL, CAN, CZE, DNK, EST, FRA, DEU, GRC, ISL, ITA,
KOR, LUX, MEX, NDL, NZL, POL, SVK, ESP, SWE, CHE, TUR, ITA, KOR, MEX, NDL, NZL, POL, SVK, KOR, MEX, NDL, NZL, SVK, ESP,
GBR, USA, European Unoin ESP, GBR, European Union GBR, USA, European Union
26 18 17

AUS, AUT, CAN, CZE, EST, FRA, DEU, ISL, AUS, AUT, CAN, CZE, EST, FRA, DEU, ITA,

Source: OECD (forthcoming), Regulatory Policy Outlook 2015 based on the 2014 OECD Regulatory Indicators Survey results.
StatLink SazP http://dx.doi.org/10.1787/888933248955
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Ex post evaluation of regulation

The evaluation of existing laws and regulations through
ex post impact analysis is necessary to ensure that they are
effective and efficient. In the absence of a systematic
review process, the overall burden of complying with regu-
lations tends to increase over time. This complicates the
daily life of citizens and impedes the efficient functioning
of business. Ex post evaluation can be the final stage of the
regulatory policy cycle, evaluating the extent to which reg-
ulations met the goals they were designed for. It can also be
the initial point to understand the impacts, shortcomings
and advantages of a policy or regulation in place, and to
provide feedback for the design of new regulations.

The practice of ex post evaluation has stagnated across
OECD member countries (Figure 8.7). Still, only some
20 countries report having a mandatory requirement for
ex post evaluation in 2014. Similarly, automatic evaluation
requirement practices have not increased substantially
since 2008/09. By contrast, sunsetting (the automatic repeal
of regulations a certain number of years after they have
come into force) is an area where country practices are
developing. Overall, however, very few OECD member
countries have actually deployed ex post evaluation
systematically. It is positive to note that some countries,
such as the Czech Republic, have conducted an ex post eval-
uation exercise in the last three years although ex post eval-
uation is not mandatory. Yet there remain a few countries
that have not conducted any ex post evaluation in the last
three years despite being mandatory to do so.

The scope of existing requirements for ex post evaluation in
OECD member countries seems to be quite limited
(Table 8.8): requirements for periodic ex post evaluation, the
use of sunsetting and automatic evaluation requirements
often only apply to some primary laws, i.e. they do not
cover the entire body of regulations for which a systematic
ex post evaluation process would be relevant.

When conducting ex post evaluations, only about half of
OECD member countries report to include an assessment
of the achievement of the goals of regulations and compare
the actual vs. predicted regulatory impacts (Table 8.8). This
demonstrates that the general understanding of ex post
evaluation remains low among OECD member countries, as
one of the main purposes of ex post evaluation is to mea-
sure the outcome of the regulation in relation to the initial
policy objective. Instead, many OECD member countries
that have conducted ex post evaluations in the past 12 years
report their evaluations to have been based on administra-
tive burdens and compliance cost calculations (e.g. Iceland
and Israel), so the focus still lies on partial ex post assess-
ment of regulatory burdens.

An evaluation of legal consistency is part of ex post evalua-
tions in fewer OECD member countries. Seventeen coun-
tries require ex post evaluations to consider the consistency
of regulations and take steps to address areas of overlap,
duplication or inconsistency, and only about a third of
OECD member countries require an assessment of the con-
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sistency of regulations with comparable international stan-
dards and rules. A potential innovative form of ex post
evaluation could involve cross-country comparisons of reg-
ulatory frameworks. This method to appraise the perfor-
mance of the domestic regulatory environment consists of
comparing regulations, regulatory processes and their out-
comes across countries, regions or jurisdictions. For exam-
ple, Australia and New Zealand carried out a cross-
jurisdictional performance benchmarking of their business
regulation for food safety in 2009.

Methodology and definitions

For 2014, the indicators draw upon country responses
to the 2014 OECD Regulatory Indicators Survey for all
OECD member countries and the European Commis-
sion. For previous years, the indicators draw upon
country responses to the OECD Regulatory Manage-
ment Systems’ Indicators Survey conducted in 2005
and 2008 for the 30 OECD member countries and the
European Commission, and in 2009 for the four coun-
tries that joined the OECD in 2010 (Chile, Estonia,
Israel and Slovenia). Responses for all years were pro-
vided by delegates to the OECD Regulatory Policy
Committee and central government officials.

Primary laws are regulations which must be approved
by the legislature, while subordinate regulations can
be approved by the head of government, by an indi-
vidual minister or by the cabinet.

Further reading

OECD (forthcoming), Regulatory Policy Outlook 2015, OECD,
Paris.

OECD (2012), “International Practices on ex post Evalua-
tion”, in Evaluating Laws and Regulations: The Case of the
Chilean Chamber of Deputies, OECD, Paris, pp. 9-26, http://
dx.doi.org/10.1787/9789264176263-en.

OECD (2012), Recommendation of the Council on Regulatory Policy
and Governance, OECD, Paris, www.oecd.org/qov/regulatory-
policy/2012-recommendation.htm.

Figure and table notes

8.5: Data for the question “Do regulations include automatic evaluation
requirements?” refers to primary laws only for 2005 and for Chile,
Estonia, Israel and Slovenia for 2008/09. Data for 2005 are not avail-
able for Chile, Estonia, Israel and Slovenia. Therefore, the figure is
based on data for 30 OECD countries and the European Commission
for 2005, and 34 OECD countries and the European Commission
for 2008/09 and 2014.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Ex post evaluation of regulation

8.7. Requirements for ex post evaluation of regulations, 2005, 2008-09 and 2014

2005 I 2008-09 2014

Periodic ex post evaluation of existing regulation is mandatory

Regulations include “sunsetting” clauses

Regulations include automatic evaluation requirements

0 5 10 15 20 25

Source: OECD Regulatory Management Systems’ Indicators Survey 2005 and 2008/09, www.oecd.org/gov/regulatory-policy/measuring-regulatory-
performance.htm; OECD (forthcoming), OECD Regulatory Policy Outlook 2015, based on the 2014 OECD Regulatory Indicators Survey results.
StatLink Si=m http://dx.doi.org/10.1787/888933248963

8.8. Requirements for and content of ex post evaluation, 2014

Ex post evaluations of primary laws
o Require
Periodic ex post . Primary laws ontain : Require a an assessment
e'valluatiolnlz)f in cIE&??srljan:e‘:ﬁn 0 include azt_omatic an assegsment Mg}(stzhzoanéz?;:svosns Identify unintended cons?dgration qf consistency
eX|stl|ng primary clauses evqluatlon of the achievement predicted impacts consequences of consmtgncy W|.th comparable
laws is mandatory requirements of goals of regulations international
standards and rules

Australia A + + m] A [m] m] <>
Austria + [ ] ] m) m) a O 0]
Belgium + + + < <> [m] < A
Canada + + + < < <+ <> <
Chile [} [ ] [ ) A A A A A
Czech Republic [ + [ ] @] < < 0] ]
Denmark | + + m] <> <> <> <
Estonia + [ ] + ] o < <> <
Finland [} + ° O o o ] o
France + + + o] o o] o o
Germany A + A m] A ] <> <>
Greece [ ] [ ] [ ] O o O o o
Hungary | (] | | O m] [m] O <
Iceland [ ] + [ ] <> o o] o o
Ireland [ ] [ ] [ ] O o o o o
Israel [ ] [ ] [ ] < o u] m] 0
Italy | (] [ ] m] O [m] m] O
Japan | | [ ] | @] m] @] m] ]
Korea + A A A o o A o
Luxembourg [ + [ ] m] O < <> <%
Mexico ([ ] ([ ] [ ] m] m} ] ] u]
Netherlands | + + <> > <> o o
New Zealand ([ ] + + o o o o o
Norway [ + + < < < @] o]
Poland + ° o & <> <+ &> o
Portugal [} [ ] [ ) O m) < O o
Spain [} [ ] [ ) O [e) O [®) 0]
Slovak Republic [ [J [ ] O O O @] o]
Slovenia + [ ] + O O O O ]
Sweden [ ] + [ ] <> > <> ] <
Switzerland + + + < <> <+ <> <>
Turkey [ [ [ ] O O O @] o]
United Kingdom | | + A m) <> m) m) Nd
United States [ ] [ ] [ ] o] o o] o o
European Union | | + + < <> [m] m] <+
Total OECD

W For all primary laws 6 0 3

A For major primary laws 2 1 3

+ For some primary laws 9 16 "

® Never 17 17 17

O All ex post evaluations 9 5 9 7 2
A Expost evaluations regarding 2 3 1 2 2

major primary laws

< For some ex post evaluations 9 10 i 8 10
O Never 14 16 13 17 20

Source: OECD (forthcoming), OECD Regulatory Policy Outlook 2015, based on the 2014 OECD Regulatory Indicators Survey results.
StatlLink iz http://dx.doi.org/10.1787/888933248972
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Governance of regulators

Regulators are bodies that are empowered by law and have
regulatory powers to achieve policy outcomes such as the
security of food, public health or the provision of electricity or
water to consumers. They play a key role in the overall gover-
nance of a sector, service or industry through the delivery of
government policies and regulations to achieve positive out-
comes for society, the environment and the economy. Having
the right governance structures, good regulatory practices
and institutional arrangements in place is not only important
for the performance of the regulator, but it also assists to cre-
ate and maintain trust in public institutions and more gener-
ally in the rule of law. This includes the regulator’s legal
objectives, powers, accountability requirements and the regu-
lator’s independence from undue influence.

Data on regulatory management practices in network sec-
tors was gathered as part of the 2013 update of the OECD’s
product market regulation (PMR) database and as part of a
survey of water regulators (OECD, 2015). The PMR database
contains information on regulatory structures and policies
across OECD countries. Based on the PMR dataset the de jure
governance structures (independence, accountability and scope
of action) for regulators in network sectors vary across the
electricity, gas, telecommunications, rail transport, air trans-
port and ports sectors in OECD member countries. Overall
Italy, Germany and the United Kingdom appear to have the
strongest governance arrangements across OECD member
countries. Across the sectors, the governance structures
appear to be strongest in telecommunications, gas and elec-
tricity, and weakest in the ports sector. There also tends to
be a positive association between countries that have a com-
paratively strong governance structure in one sector and
having better governance in the other sectors.

Independent regulators, separate from government minis-
tries, with adjudicatory, rule-making or enforcement
powers are more common in the electricity, gas and tele-
communications sectors among all OECD member coun-
tries. However there are more regulators housed inside a
government ministry (ministerial regulator) in these sec-
tors in non-EU OECD member countries (Table 8.9) which is
mainly due to mandatory requirements under EU law for
having an independent regulator. The description of regu-
lators as “referees” of the market seems to hold well as
among the most common actions or powers for regulators
is to mediate (84% of all regulators) and take final decisions
between market actors (85% of all regulators), such as by
the Electricity Authority of New Zealand, and Autorita per
le Garanzie Nelle Comunicazioni in Italy (telecommunica-
tions). Also among the least common actions or powers of
regulators are the issuing of sanctions and penalties (67%
of all regulators), and enforcing compliance with industry
standards and regulatory commitments (58% of all regula-
tors). Regulators with these powers include the Authority
for Consumers and Markets in the Netherlands and the
Commission de régulation de I’énergie in France.

Network sector regulators are mostly accountable to the
government or the legislature (parliament or congress) and
most have requirements to have mechanisms for transpar-
ency through the publication of reports on their activities,
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regulatory decisions, resolutions and agreements, and
through public consultations. Water regulators, for
instance, show a strong culture of consultation, both with
regulated entities and the public at large before any regula-
tory determination. Their regulatory decisions are also gen-
erally underpinned by an economic assessment of the
costs and benefits (Table 8.10).

Methodology and definitions

The data on regulatory governance of network sector
regulators in electricity, gas, telecoms, rail transport,
air transport and ports was gathered as part of
the 2013 update of the OECD’s product market regula-
tion (PMR) database. The database is populated
through a questionnaire of around 1 400 questions, of
which about 300 were about regulatory management
practices in the network sectors. The respondents to
the survey were central government official co-ordi-
nators and the coverage rate of the dataset is 90% and
for many countries 100%. Countries with a rather low
coverage rate include Japan (35%), Luxembourg (46%)
and Canada (58%), typically because the questions
were not answered for the seven sectors. Verification
of the answers were through designated country offi-
cials, delegates of the Regulatory Policy Committee
and Network of Economic Regulators in April 2014.

The data on water regulators was collected as part of
a survey carried out in close co-operation with the
water regulators of the Network of Economic Regula-
tors between 2013 and 2014. It aimed to complement
the information collected on other sectors through
the PMR and to provide the first sector application of
the Best Practice Principles for the Governance of Reg-
ulators. Thirty four regulators responded to the sur-
vey in OECD and non OECD member countries.

Figure 8.11. Participants in the OECD survey on the
governance of water regulators is available online at
http://dx.doi.org/10.1787/888933249004.

Further reading

OECD (2014), The Governance of Regulators, OECD Best Prac-
tice Principles for Regulatory Policy, OECD, Paris, http://
dx.doi.org/10.1787/9789264209015-en.

OECD (2015), The Governance of Water Regulators, OECD Stud-
ies on Water, OECD, Paris, http://dx.doi.org/10.1787/
9789264231092-en.

OECD (2012), Recommendation of the Council on Regulatory Policy
and Governance, OECD, Paris, www.oecd.org/qov/regulatory-
policy/2012-recommendation.htm.

Table note

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Governance of regulators

8.9. How is the status of regulatory agencies best described in network sectors? 2013

Regulator is an independent body with adjudicatory, Regulator is a ministerial department Regulator is an independent body
rule-making or enforcement powers or agency with a purely advisory role
Electricity AUS, AUT, BEL, CHL, CZE, DNK, EST, FIN, FRA, ISL, JPN, KOR, RUS ISR

DEU, GRC, HUN, IRL, ITA, LUX, MEX, NLD, NZL,
NOR, POL, PRT, SVK, SVN, ESP, SWE, CHE, TUR,
GBR, ZAF, BGR, HRV, LVA, LTU, MLT, ROM
Gas AUS, AUT, BEL, CZE, DNK, EST, FIN, FRA, DEU, CHL, HUN, JPN, KOR, NOR, BRA, RUS
GRC, IRL, ISR, ITA, LUX, MEX, NLD, NZL, POL,
PRT, SVK, SVN, ESP, SWE, TUR, GBR, IND, ZAF,
BGR, HRV, LVA, LTU, MLT, ROM

g Telecommunications AUS, AUT, BEL, CAN, CZE, DNK, EST, FIN, CHL, ISR, KOR, MEX, NOR
§ FRA, DEU, GRC, HUN, ISL, IRL, ITA, NLD,
g NZL, NOR, POL, PRT, SVK, SVN, ESP, SWE,
b CHE, TUR, GBR, BRA, IND, RUS, ZAF, BGR,
HRYV, LVA, LTU, MLT, ROM
Rail AUS, AUT, DNK, EST, FIN, FRA, DEU, GRC, CAN, CZE, ISR, ITA, KOR, MEX, SVN, BEL, CHE, BGR, HRV
HUN, LUX, NDL, NOR, POL, PRT, SVK, ESP, TUR, BRA, RUS, LTU
SWE, GBR, LVA, ROM
Air transport AUS, BEL, IRL, ITA, NLD, NZL, NOR, AUT, CAN, CHL, DNK, EST, FIN, FRA, GRC, HUN, ESP
POL, PRT, SWE, GBR, HRV, MLT ISR, KOR, MEX, SVN, CHE, BRA, RUS, ZAF, BGR
Ports AUS, CAN, ITA, KOR, NDL, ZAF, LTU AUT, CHL, DNK, EST, GRC, ISR, MEX, PRT, SVN, IND, HRV

ESP, CHE, TUR, BRA, RUS, BGR, MLT

Source: OECD Product Market Regulation (PMR) dataset.
StatLink Si=m http://dx.doi.org/10.1787/888933248986

8.10. Use of tools of regulatory quality by water regulators, 2014

Requirement to consult with regulated Requirement to conduct public Economic assessment of the costs —
entities before making a regulatory consultation before making and benefits is required to justify Obllggtlon o goqduct ex pqst
determination a regulatory determination a regulatory decision evaluation of existing regulations
Systematically a[zjor?gcogaz?s No Always a[()iolT((jcotTaas‘?s No Systematically Incsggge No regFli;taigns ri}%ru(::tl;[:rlll Not required

Australia
Capital territory [ ] [ ] [ ] [ ]
New South Wales [ ° ° ([ ]
Victoria [ [ [} [
Western Australia [ ° [ ([ ]
Belgium
Flanders ° [ ° ([ ]
Chile [ [ [ [
Estonia ° ° ° [
Hungary [ [ [} [
Ireland [ ° [ ([ ]
Italy [ [ [ [
Portugal [ ] [ [ [
United Kingdom
England and Wales [ [ o [
Northern Ireland [ [ [} [
Scotland [ ° [ ([ ]
United States
Hawai [ [ [ ([ ]
Maine [ [ [} [
Ohio [ J [} [} [ J
Pennsylvania [ [ [} [
Tennessee ° ° [ °
West Virginia [ [ [} [
Colombia [ ] (] [ J ([ ]
Latvia [ J [ [} [ ]

Source: OECD (2014), Survey on the Governance of Water regulators.
StatLink &i=r http://dx.doi.org/10.1787/888933248997
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Size of public procurement
Strategic public procurement
E-procurement

Central purchasing bodies
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9. PUBLIC PROCU

Size of pﬁblic“pr.oéure

Public procurement refers to the purchase by governments
and state-owned enterprises of goods, services and works
and represents a significant amount of government expendi-
ture. In 2013, governments spent, on average, 29% of the total
general government expenditure on public procurement
compared to an average level of 30% in 2009. As public pro-
curement accounts for a substantial portion of the taxpayers’
money, governments are expected to carry it out efficiently
and with high standards of conduct in order to ensure high
quality of service delivery and safeguard the public interest.

The size of public procurement varies across OECD coun-
tries, ranging from less than 20% of the general government
expenditure in Greece and Portugal to more than 35% in
countries such as Estonia, Korea and Japan. In terms of GDP,
OECD countries reported an average share of 12.1% spent on
public procurement in 2013; however, some countries such
as Ireland and Switzerland spent less than 10% of their GDP
on public procurement whereas in countries such as
Finland, France, Japan, the Netherlands and Sweden the fig-
ure was higher than 15% of their GDP. Allocating govern-
ment expenditures efficiently and strategically could help to
generate fiscal space, which in turn could enable the realiza-
tion of fiscal savings or reallocation of resources.

Public procurement at the state and local levels accounts
on average for 63% of total procurement spending across
OECD countries. In general, federal states report high level
of sub-central government spending on procurement, as
evidenced by Canada (87%) and Belgium (84%). Nonethe-
less, unitary states should also direct their efforts to
increase efficiency in public procurement at the
sub-central government levels as high levels of sub-central
government spending on procurement are observed in
countries such as Italy (78%), Finland (70%) and Japan (68%).

Methodology and definitions

The size of general government procurement spend-
ing is estimated using data from the OECD National
Accounts Statistics (database), based on the System
of National Accounts (SNA). General government pro-
curement is defined as the sum of intermediate con-
sumption (goods and services purchased by
governments for their own use, such as accounting or
information technology services), gross fixed capital
formation (acquisition of capital excluding sales of
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fixed assets, such as building new roads) and social
transfers in kind via market producers (purchases by
general government of goods and services produced
by market producers and supplied to households).

Government procurement here includes the values of
procurement for central, state and local governments.
The sub-central component refers to state and local
governments. Social security funds have been
excluded in this analysis, unless otherwise stated in
the notes (however Figure 9.3, Government procure-
ment as a share of total government expenditures,
2007, 2009 and 2013 and Figure 9.4 Government pro-
curement by levels of government including social
security funds, 2013 are available online at http://
dx.doi.org/10.1787/888933249035 and http://dx.doi.org/
10.1787/888933249047 respectively). State govern-
ment is only applicable to the nine OECD federal
states: Australia, Austria, Belgium, Canada, Germany,
Mexico, Spain (considered a quasi-federal country),
Switzerland and United States. Public corporations
were also excluded in the estimation of procurement
spending.

Further reading

OECD (2015), Recommendation of the Council on Public Procure-
ment, OECD, Paris.

OECD (2014), Going Green: Best Practices for Green Procurement,
OECD, Paris.

OECD (2013), “Implementing the OECD Principles for Integ-
rity in Public Procurement: Progress since 2008”, OECD
Public Governance Reviews, OECD, http://dx.doi.org/10.1787/
9789264201385-en.

Figure notes

9.1: Data for Chile and Turkey are not available. Data for Colombia and
Russia are for 2012 rather than 2013

9.2: Data for Australia, Chile and Turkey are not available. Local govern-
ment is included in state government for the United States. Social
security funds are included in central government in Ireland,
New Zealand, Norway, the United Kingdom and the United States.
Data for Colombia are for 2012 rather than 2013.

Information on data for Israel: http://dx.doi.org/10.1787/888932315602.
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Size of public procurement

9.1. General government procurement as percentage of GDP and as share of total government expenditures, 2013
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9.2. General government procurement by level of government, 2013
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Source: OECD National Accounts Statistics (database).
StatLink &i=r http://dx.doi.org/10.1787/888933249020
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Strategic ub'lic procurement

While efficiency and cost effectiveness are among the pri-
mary objectives of public procurement, governments are
also increasingly using it to pursue additional secondary
policy objectives. Secondary policy objectives could include
promoting sustainable green growth, the development of
small and medium-sized enterprises, innovation, stan-
dards for responsible business conduct or broader indus-
trial policy objectives, through their procurement policies.

The vast majority of OECD countries surveyed use public pro-
curement as a tool to implement policies or strategies to fos-
ter secondary policy objectives. In fact, 30 of them (94%),
including Chile, Germany and Japan, have developed strate-
gies or policies to support green public procurement, SMEs
and/or innovative goods and services. Only two
OECD countries — Estonia and the Slovak Republic — have
never developed a public procurement strategy or a policy to
address secondary policy objectives at the central level.

In sharp contrast, the number of OECD countries that
report measuring the results of their strategies or policies
to promote environmental or socio-economic objectives is
significantly lower and exhibits differences between the
policy objectives. Among the OECD countries surveyed who
have a strategy or policy developed at the central level or by
procuring entities (line ministries), 20 OECD countries (69%)
including Belgium, Portugal, Sweden and the United States
measure the results of their strategy or policy to support
green public procurement. 18 OECD countries (62%), in par-
ticular, Australia, Poland, and Slovenia, measure the results
of their strategy or policy to support SMEs. Only 11 OECD
countries (39%) including Canada, Korea and the
United Kingdom measure the impact of their policy or
strategy to foster innovative goods and services.

For those countries that are not measuring the results of
their strategies, the main challenges include the lack of
data, as mentioned by, among others, Greece and Germany.
Other countries such as Chile mentioned the lack of an
appropriate methodology to measure the impact of their
policies supporting green public procurement and SMEs.
Furthermore, insufficient incentives to measure the effect
of policies and the lack of financial resources were men-
tioned as constraints. In this context, the absence of a legal
requirement was also signalled as a factor hindering
the measurement of green procurement and support for
innovative goods and services policies. For instance, Mex-
ico and Norway acknowledged the absence of legal require-
ment as the factors constraining the pursuit of these
measurements.

Methodology and definitions

Data were collected through 2014 OECD Survey on
Public Procurement. 32 OECD countries responded to
the survey, as well as Brazil, Colombia and Russia,
accession countries.
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Respondents to the survey were country delegates
responsible for procurement policies at the central
government level and senior officials in central pur-
chasing bodies.

Secondary policy objective refers to any of a variety of
environmental and socio-economic objectives such
as green growth, the development of small and
medium-sized enterprises, innovation or standards
for responsible business conduct achieved through
the use of public procurement. Governments increas-
ingly use procurement as a policy lever to support
such objectives, in addition to the primary objectives
of public procurement: delivering goods and services
necessary to accomplish government mission in a
timely, economical and efficient manner.

Green public procurement is defined by the European
Commission as “a process whereby public authorities
seek to procure goods, services and works with a
reduced environmental impact throughout their life
cycle when compared to goods, services and works
with the same primary function that would otherwise
be procured.”

Innovative (goods/services) are those characterized by
a new or significantly improved product or process.
For an innovation to be considered as such, it needs to
have been implemented, which is interpreted as hav-
ing been introduced on the market.

Further reading

OECD (2015), Recommendation of the Council on Public Procure-
ment, OECD, Paris.

OECD (2013), “Implementing the OECD Principles for Integ-
rity in Public Procurement: Progress since 2008”, OECD
Public Governance Reviews, OECD, Paris, http://dx.doi.org/
10.1787/9789264201385-en.

OECD (2014), “Procurement — Green Procurement”,
wwuw.oecd.org/corruption/ethics/procurement-green-
procurement.htm.

Figure notes

9.5: Data unavailable for the Czech Republic and Israel. In
November 2014, the Norwegian Parliament decided that green public
procurement will once again be under the responsibility of the
Agency for Public Management and eGovernment (Difi).

9.6: Data unavailable for the Czech Republic and Israel. Estonia, Norway
and the Slovak Republic are not included for the figure on support for
green public procurement since policies or strategies for strategic
public procurement have not been developed or have been
rescinded. For the same reason, Estonia, Iceland and the Slovak
Republic are not included for support for SMEs and Estonia, Greece,
Iceland and Slovak Republic for support for innovative goods and
services.
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9.5. Development of strategic public procurement 9.6. Measuring results of strategic public procurement’s
by objective, 2014 policies/strategies, 2014
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Source: OECD (2014) Survey on Public Procurement.

Source: OECD (2014) Survey on Public Procurement. StatLink @ http:/dx.doi.org/10.1787/888933249069
StatLink &i=r http://dx.doi.org/10.1787/888933249055
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The use of digital technology in the public sector is a driver
of efficiency and supports the effectiveness of policies by
enabling more open, transparent, innovative, participatory
and trustworthy government. In this light, the use of
e-procurement, defined as the use of information and com-
munications technologies in public procurement, not only
increases efficiency by facilitating access to public tenders,
thereby increasing competition and decreasing administra-
tive burdens, but can also improve transparency by holding
public authorities more accountable.

All OECD countries that responded to the survey announce
procurement opportunities and provide tender documents
through their e-procurement systems. Moreover, 94% of
them are mandated by law to announce procurement
opportunities and 78% to provide tender documents
through their e-procurement systems, such as in Belgium,
Mexico and Portugal.

Functionalities at the beginning of the procurement cycle, in
particular publishing of procurement plans (84%), electronic
submission of bids (84%) and e-tendering (84%), are provided
in most OECD countries surveyed. In contrast, functionalities
related to the end of the procurement cycle (except for notifi-
cation of award (94%)) are provided by a smaller number of
OECD countries. For example, fewer countries, in particular
Austria, Denmark and New Zealand, provide e-auctions (in
e-tendering) (63%), ordering (66%), electronic submission of
invoices (56%) and ex post contract management (41%)
through their e-procurement systems. Furthermore, the
majority of the countries that provide these functionalities in
their e-procurement systems are not obliged to do so by law,
with the exception of electronic submission of invoices.

The main challenge faced by both procuring entities and
potential bidders and suppliers to use e-procurement sys-
tems are low knowledge and skills of ICT (44%) as men-
tioned by Hungary, Poland and the United States, among
other OECD countries who responded to the survey. Low
innovative organisational culture (41%) and low knowledge
of the economic opportunities raised by e-procurement
systems (34%) were identified as additional challenges for
procuring entities as evidenced in countries including
Greece, and Spain. Related to potential bidders and suppli-
ers, 13 OECD countries including Canada, Italy and Slovenia
identified difficulties to understand or apply the proce-
dures and difficulties in the use of the functionalities as
additional challenges (41%).
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Methodology and definitions

Data were collected through 2014 OECD Survey on
Public Procurement that focused on strategic public
procurement, e-procurement, central purchasing
bodies, and public procurement at regional levels.
Some 32 OECD countries responded to the survey, as
well as Brazil, Colombia and Russia. Respondents to
the survey were country delegates responsible for
procurement policies at the central government level
and senior officials in central purchasing bodies.

E-procurement refers to the integration of digital
technologies in the replacement or redesign of
paper-based procedures throughout the procurement
cycle.

Public procurement cycle refers to the sequence of
related activities, from needs assessment, through
competition and award, to payment and contract
management, as well as any subsequent monitoring
or auditing.

More data on countries providing functionalities in

e-procurement systems (Table 9.7) is available online
at http://dx.doi.org/10.1787/888933249077.

Further reading

OECD (2015), Recommendation of the Council on Public Procure-
ment, OECD, Paris.

OECD (2013), “Implementing the OECD Principles for Integ-
rity in Public Procurement: Progress since 2008”, OECD

Public Governance Reviews, OECD, Paris, http://dx.doi.org/
10.1787/9789264201385-en.

Figure notes

9.7: Data unavailable for the Czech Republic and Israel. See Statlink for
information on more functionalities.

9.8: Data unavailable for the Czech Republic and Israel. The challenges
for understanding or applying the procedure and for the use of func-
tionalities are faced only by potential bidders/suppliers.
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E-procurement

9.7. Functionalities provided in e-procurement systems, 2014

Mandatory and provided Not mandatory but provided Not provided

Announcing tenders AUS, AUT, BEL, CAN, CHL, DNK, EST, FIN, FRA, ISL, JPN
DEU, GRC, HUN, IRL, ITA, KOR, LUX, MEX, NLD,
NZL, NOR, POL, PRT, SVK, SVN, ESP, SWE,
CHE, TUR, GBR, USA

Electronic submission of bids BEL, CHL, EST, FRA, GRC, ITA, AUS, AUT, DNK; FIN, DEU, IRL, JPN, KOR, LUX, CAN, HUN, ISL, POL, CHE

(excluding by e-mails) MEX, PRT, USA NLD, NZL, NOR, SVK, SVN, ESP, SWE, TUR, GBR

e-tendering BEL, CAN, CHL, EST, GRC, IRL, ITA, AUT, DNK, FIN, FRA, DEU, JPN, KOR, NLD, NZL, AUS, HUN, ISL, LUX, POL
MEX, CHE, USA NOR, PRT, SVK, SVN, ESP, SWE, TUR, GBR

Notification of award AUS, AUT, BEL, CAN, CHL, DNK, EST, FIN, DEU, FRA, ITA, JPN, GBR ISL, LUX

GRC, HUN, IRL, KOR, MEX, NLD, NZL, NOR,
POL, PRT, SVK, SVN, ESP, SWE, CHE, TUR, USA

Electronic submission of invoices AUT, DNK, FIN, ITA, NLD, ESP, FRA, DEU, ISL, JPN, KOR, NZL, NOR, GBR AUS, BEL, CAN, CHL, EST, GRC, HUN,
(excluding by e-mails) SVN, SWE, CHE, USA IRL, LUX, MEX, POL, PRT, SVK, TUR
Ex post contract management CHE, TUR, USA DNK, FIN, DEU, ITA, JPN, KOR, AUS, AUT, BEL, CAN, CHL, EST, FRA,

NZL, NOR, SVN, SWE GRC, HUN, ISL, IRL, LUX, MEX, NLD,

POL, PRT, SVK, ESP, GBR

Source: OECD (2014) Survey on Public Procurement.
StatLink &i=r http://dx.doi.org/10.1787/888933249077

9.8. Main challenges to the use of e-procurement systems, 2014
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+ Procuring entities 14 1 13 X X 10
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O Not a major challenge 8 1 10 12 12 X
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Source: OECD (2014) Survey on Public Procurement.
StatLink =i=r http://dx.doi.org/10.1787/888933249082

GOVERNMENT AT A GLANCE 2015 © OECD 2015 141


http://dx.doi.org/10.1787/888933249077
http://dx.doi.org/10.1787/888933249082

A central purchasing body is a contracting authority that:
i) acquires goods or services intended for one or more con-
tracting authorities; ii) awards public contracts for works,
goods or services intended for one or more contracting
authorities; or, iii) concludes framework agreements for
works, goods or services intended for one or more contract-
ing authorities. Large procurement volumes could reduce
prices by achieving economies of scale as well as increase
competition. Furthermore, they reduce duplication, trans-
action costs, and increase certainty, simplicity and unifor-
mity, allowing for more focused delivery of policy goals.

Central Purchasing Bodies (CPBs) have been implemented
in an increasing number of the OECD countries as
evidenced by the established CPBs for example in Chile,
Estonia, and Luxembourg. In fact, with the exception of
Australia, Japan, Mexico and the Netherlands, all OECD
countries that responded to the survey have established
CPBs.

CPBs are embedded in the system of public administration
of each country and reflect the specific structures for the
provision of public services. Among the OECD countries
who responded to have CPBs, almost all of them have a
CPB(s) at the central level; while half of them also have
CPB(s) at the regional level. With regard to the legal status
of CPBs, 15.6% of OECD countries reported to have these
bodies which function as state-owned enterprises. This is
evidenced by those in Finland, Italy and Turkey. However,
the majority of CPBs in the OECD countries either operate
under a line ministry (28.1%) or function as a government
agency (43.8%). In some countries, as in Ireland, a prelimi-
nary discussion on the appropriate degree of independence
of the CPB is taking place.

Among the OECD countries surveyed, 78% of the CPBs
undertake the role of acting as a contracting authority
aggregating demand and purchasing and as manager of the
system for awarding framework agreements or other con-
solidated instruments, from which contracting authorities
then order. In contrast, in fewer countries’ CPBs co-ordinate
training for public officials in charge of public procurement
(36%) and establish policies for contracting authorities (29%).
CPBs in Greece, Ireland, Switzerland, the United Kingdom
and the United States exercise all the above-mentioned
functions whereas CPBs in nine OECD countries (32%) have
a single role, e.g. in Estonia, Luxembourg and Poland.

The motivations reported to establish CPBs in OECD coun-
tries include better prices of goods and services (100%),
lower transaction costs (96%), improved capacity and
expertise (81%), increased legal, technical, economic and
contractual certainty (81%), and greater simplicity and
usability (78%). Additionally, CPBs are increasingly playing
an important role in the implementation of secondary pol-
icy objectives. In fact, 54% of the CPBs in the OECD coun-
tries surveyed include environmental consideration as
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award criterion in more than half of the cases and smaller
numbers of CPBs (25%) include support to SMEs in their
awarding criterion for more than half of the cases while
36% do so rarely.

Methodology and definitions

Data were collected through 2014 OECD Survey on Pub-
lic Procurement. 32 OECD countries responded to the
survey, as well as Brazil, Colombia and Russia. Respon-
dents to the survey were country delegates responsible
for procurement policies at the central government
level and senior officials in central purchasing bodies.

The nature of framework agreements varies by coun-
try, but generally these are agreements between pro-
curing entities and suppliers that establish certain
terms and can facilitate the awarding of future con-
tracts. Framework agreements are conducted in
two-stages: a first stage selects a supplier (or suppli-
ers) or a contractor (or contractors) to be party (or
parties) to a framework agreement with the procur-
ing entity. In a second stage, a procurement contract
is awarded under the framework agreement to a sup-
plier or contractor party to the framework agree-
ment.

Award of a procurement contract refers to the final
stage of the procurement resulting in the conclusion
and entry into force of procurement between the pro-
curing entity and selected supplier(s).

Further reading

OECD (2015), Recommendation of the Council on Public Procure-
ment, OECD, Paris.

OECD (2013), “Implementing the OECD Principles for Integ-
rity in Public Procurement: Progress since 2008”, OECD
Public Governance Reviews, OECD, Paris, http://dx.doi.org/
10.1787/9789264201385-en.

Figure notes

9.9: The figure refers to the CPB at the central level where there exist
multiple CPBs. Data are unavailable for the Czech Republic and
Israel. Some countries have several CPBs at the central level, as evi-
denced by Germany. The Commonwealth of Australia does not have
a CPB but the Department of Finance has established a number of
whole of government arrangements. Some states and territories in
Australia have CPBs. In Mexico, the Ministry of Public Administration
has the capacity to carry out certain functions as a CPB.

9.10: Data are unavailable for the Czech Republic and Israel. Australia,
Japan, Mexico, the Netherlands and Russia do not have central pur-
chasing bodies.
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Central purchasing bodies

9.9. Legal status of central purchasing bodies, 2014
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Source: OECD (2014) Survey on Public Procurement.

StatLink &a=r http://dx.doi.org/10.1787/888933249096

9.10. Role of central purchasing bodies, 2014

Manager of the national system
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Source: OECD (2014) Survey on Public Procurement.
StatLink SazPa http://dx.doi.org/10.1787/888933249104
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10. DIGITAL GOVERNMENT

Social media use by governments
Digital government performance
Open government data

Use of e-government services by individuals and businesses
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Presence and activity on social media is no longer a matter
of choice for most governments as these platforms are
used by large parts of the population and both formal and
informal interest groups. As of November 2014, the main
offices of executive institutions (head of state, head of gov-
ernment, or government as a whole) operated a Twitter
account in 28 out of 34 OECD countries and maintained a
Facebook page in 21 out of 34 countries. In addition to cen-
tral governments, many ministries, agencies, or individual
programs have a social media presence, as do many
regional and local levels of government.

The top executive offices in the United Kingdom
(@Number10gov) and Chile (@GobiernodeChile) have man-
aged to build a community of Twitter followers that
equates to roughly 4% of the domestic population. Data on
re-tweets, replies, favourites, etc. further illustrate that
there is overall interest in at least some of governments’
social media activities.

Nevertheless, the purpose and returns of social media use
by government offices are not always clearly identified,
which can lead to uncertainty on how to best leverage
social media for strategic objectives and in day-to-day
operations. In response, half of national governments in
OECD countries have formulated a strategy or overarching
plan. Most governments still view social media as an addi-
tional tool to broadcast traditional communication messages
and only a few try to genuinely leverage social media for more
advanced purposes such as opening up public policy pro-
cesses or transforming public service delivery. The success of
the Spanish national police (@Policia) in these areas has
turned it into a global reference for law enforcement use of
social media. Some governments experiment with using
social media for internal purposes — e.g. Canada’s
Blueprint 2020 engagement exercise, which reached tens of
thousands of civil servants through both public social
media platforms and purely internal ones like GCpedia and
GCconnex.

Social media have the potential to make policy processes
more inclusive and thereby increase trust between govern-
ments and citizens. But there is no “one size fits all”
approach as context and demand factors must be consid-
ered to be effective. Research shows that social media use
varies across countries, e.g. by levels of education attained
in countries like Greece, Portugal, Turkey and the
United Kingdom the social media use gap between people
with and without high formal education is quite large. The
choice of social media platform itself is also critical as
usage of individual platforms varies by countries, demo-
graphic groups, etc.

It is therefore important to create effective measurement
and benchmarking frameworks. Only a small minority of
governments systematically monitor or measure the
impacts of their social media activity. Some quantifiable
information can be utilised to measure presence or popu-
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larity of an institution on social media. But more qualita-
tive information is needed to appraise penetration,
perception and purpose-orientation of institutional social
media use.

Methodology and definitions

The figure compares social media popularity of
national offices of either head of state, head of gov-
ernment, or government as a whole. One country can
have a number of central government accounts based
on the system of government or to communicate in
different languages. For each country only the
account with most followers is displayed. The figure
is based on Burson-Marsteller’s Twiplomacy dataset
from June 2014 and presents only OECD and selected
partner countries. To facilitate comparison, the num-
ber of Twitter followers of each account are divided by
the size of the domestic population. Though the num-
ber of followers may include foreign citizens, organi-
zations, etc. this measure provides a baseline of the
proportional reach of the account.

Based on the OECD survey on government use of social
media, conducted in 2013. Responses were received
from 26 member countries as well as Colombia. Italy
and Mexico provided responses in 2015. More details
in Mickoleit, A. (2014).

Based on the Eurostat survey on “ICT usage by individ-
uals”. To differentiate the take-up of social media, the
survey uses different categories of educational attain-
ment based on the International Standard Classifica-
tion of Education (ISCED). “High formal education”
refers to ISCED levels 5 or 6; “low or no formal educa-
tion” refers to ISCED levels 0, 1 or 2. Countries are
ordered by size of the difference between the two mea-
sures. More information: http://ec.europa.eu/eurostat/
cache/metadata/EN/isoc_bdel15c_esms.htm.

Further reading

Androsoff, R. and Mickoleit, A. (2015), “Measuring govern-
ment impact in a social media world”, OECD Insights blog,
18 February, http://bit.ly/17giios.

Burson-Marsteller (2014), “Twiplomacy Study 2014”, http://
twiplomacy.com.

Mickoleit, A. (2014), “Social Media Use by Governments: A
Policy Primer to Discuss Trends, Identify Policy Opportu-
nities and Guide Decision Makers”, OECD Working Papers
on Public Governance, No. 26, OECD, http://dx.doi.org/
10.1787/5jxrcmghmkOs-en.
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Al BRI,

Social media use by governments

10.1. Central government Twitter followers
(most followed offices of either government,
head of government or head of state in OECD
and partner countries), 2014

10.2. Central government social media strategies,
internal use and measurement, 2013

Has a strategy Uses social media Uses metrics

or objectives? internally? or indicators?
(GBR) @Number10gov ]
(CHL) @GobiernodeChile Australia + + +
(TUR) @tccankaya Austria + + -
(USA) @WhiteHouse Belgium o o) o
(NLD) @MinPres
(NOR) @Kronprinsparet Carlada * * *
(ISR) @lsraeliPM Chile + - +
(MEX) @PresidenciaMX Czech Republic - - -
(JPN) @Kantei_Saigai Denmark - - -
(GRC) @PrimeministerGR Estonia ) . )
(SVN) @vladaRS
(PRT) @presidencia Finland + + -
(ESP) @desdelamoncloa France + O +
(FRA) @Elysee Iceland - - -
(LUX) @CourGrandDucale Ireland N ; 3
(IRL) @merrionstreet
(KOR) @bluehousekorea Italy + + o
(ITA) @Palazzo_Chigi Japan - - -
(POL) @PremierRP Korea ¥ + .
(FIN) @valtioneuvosto Mexico N N N
(DEU) @RegSprecher
(CZE) @strakovka Netherlands + + (@]
(EST) @StenbockiMaja New Zealand - + o]
(BEL) @MonarchieBe Norway - - .
(CHE) @BR_Sprecher
(ISL) @forsaetisradun Poland i * O
(CAN) @PMwebupdates Portugal - O -
(HUN) @kormany_hu Slovenia - + -
(RUS) @KremlinRussia zsviltrjlen ) : 3
(LVA) Rigas_pils
(COL) @infopresidencia Switzerland - - -
(ZAF) @PresidencyZA Turkey + - -
(IND) PMOIndia OECD Total 13 (50%) 12 (46%) 5 (19%)
(IDN) @IstanaRakyat Colombia N N N
(BRA) @imprensaPR | | | | !
0 1 2 3 4 5% Note: “+” means “Yes”, “-“means “No”, “O” means “Don’t know”. Italy

Source: Burson-Marsteller’s Twiplomacy database (2014); and OECD
calculations based on World Bank population data for 2013.
StatLink SazP http://dx.doi.org/10.1787/888933249115

and Mexico information is for 2015.
Source: Mickoleit, A. (2014), “Social Media Use by Governments: A Policy
Primer to Discuss Trends, Identify Policy Opportunities and Guide
Decision Makers”, OECD Working Papers on Public Governance, No. 26,
OECD, http://dx.doi.org/10.1787/5jxrcmghmk0s-en.

Statlink &m=r http://dx.doi.org/10.1787/888933249126

10.3. Share of social media users within population groups with different educational attainment levels, 2014
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Source: Author’s calculations based on Eurostat survey “ICT usage by individuals” (2014).
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'10. DIGITAL

Digital government performance

Information and communication technologies (ICT)
increasingly underlie all government activities. Govern-
ments in OECD countries spend up to 2% of their budgets
on IT (OECD, 2013). Although the share might appear small,
it includes many large and therefore risky projects.

The 2014 OECD Survey on Digital Government Performance
found that from a sample of only 23 countries there were
579 government ICT projects with budgets of over 10 mil-
lion USD, and of those, more than half of the countries
responding (representing approximately 44% of the 579
projects identified) had an average project duration of more
than three years. This suggests that many countries are
managing large, complex ICT projects that have high fail-
ure risks but also a greater propensity to exceed their initial
budgets compared to smaller government projects.

The long history of ICT project failures due to technical,
organisational and other reasons can greatly undermine
the confidence that citizens have in the ability of their gov-
ernments to produce value for money. On the other hand,
when an ICT system is successfully introduced, govern-
ments in OECD countries are still unable to fully measure
and report accurately their total financial and non-
financial benefits.

The majority of OECD countries are able to report and
account for no more than 25% of direct financial benefits
realised through ICT projects. Only Denmark, Korea, and
the United Kingdom estimate that they can report almost
all financial benefits realised through ICT projects. While
ICT systems have the potential to deliver better public ser-
vices, enable citizens to engage more openly with public
institutions and improve government operations, the
absence of measurable benefits (in addition to the high cost
and risk associated) makes it difficult to build a business
case for future investments, to get sustainable support and
funding, and to make transparent and evidence-based
decisions between alternative delivery options.

Countries are addressing these challenges in various ways.
Around half of OECD countries have a standardised busi-
ness case model in place across central government for ICT
investments. Its use is mandatory in 22% of countries; and
in another 37% of countries it is mandatory if certain crite-
ria, such as expenditure thresholds, are met. Governments
often link the use of a business case with enhanced reviews
and oversight for high-risk ICT projects. The Danish Coun-
cil for ICT Projects for example determines risk factors for
any project that surpasses DKK 10 million (approximately
EUR 2 million) and mandates enhanced project oversight
where necessary. The 2014 OECD Recommendation on Dig-
ital Government Strategies is explicit about the importance
of such governance mechanisms and advocates systematic
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structured approach to mitigate risk and monitor closely
ICT projects performance for more effective and efficient
digital government reforms.

Methodology and definitions

Data for the three figures come from the 2014 OECD
Survey on Digital Government Performance. The sur-
vey collected responses from 26 OECD countries as
well as Latvia and Colombia. Respondents were pre-
dominantly chief information officers or their equiva-
lent at central government.

Countries were asked to report on the number of cen-
tral government ICT projects with total costs above
USD 10 million. Countries were also asked to provide
the average planned project length for these large ICT
projects. Respondents who responded “not applica-
ble” for average planned project length were not
included in Figure 10.5.

Data for this figure are based on the responses to the
following question from the survey: “In general, what
share of the full potential direct financial benefits
(monetary value) of your current ICT projects do you
estimate is actually being measured and followed up
upon centrally?”

Further reading

Jones-Parry, R. and A. Robertson (eds.) (2013), “Overspend?
Late? Failure? What the Data Says about IT Project Risk
in the Public Sector”, in Commonwealth Governance Hand-
book: Democracy, Development, and Public Administration,
Commonwealth Secretariat, London, pp. 145-147.

OECD (2014), “Recommendation on Digital Government Strat-
egies”, OECD, Paris, www.oecd.org/gov/public-innovation/
recommendation-on-digital-government-strategies.htm.

OECD (2013), Government at a Glance 2013, OECD, Paris, http://
dx.doi.org/10.1787/gov_glance-2013-en.

Figure notes

10.4: Estonia, Iceland, Luxembourg, Slovenia, Colombia and Latvia
reported no central government ICT projects with a total project value
greater than USD 10 million. Data for Austria, Belgium, Canada,
Germany, Greece, Ireland, Israel, Korea, Portugal, Slovak Republic,
Norway, Turkey, and the United States are not available.
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Digital government performance

10.4. Central government ICT projects with a total project value greater than USD 10 million, 2014
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Source: OECD (2014), Survey on Digital Government Performance.

10.5. Average length of central government ICT projects
with a total project value greater than USD 10 million,
2014
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