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Introduction
• Usually, researchers, who investigate household wealth distribution

study only the distribution of private household wealth.

• Similarly, the concept of household wealth adopted by the OECD

(2013) excludes entitlements in the public pension system. The lack

of internationally comparable data on entitlements in the public

pensions system is the reason for the exclusion.

• Social security wealth may matter for the accumulation of private

wealth (Feldstein, 1974; Blanchet et al., 2016; Bönnke et al., 2019),

cross-national wealth gaps (Cowell et al., 2018;), and wealth

inequality (see eg. Wolff & Marley, 1989; Cowell & Van Kerm, 2015).

Therefore researchers estimate the value of social security wealth

and augmented wealth distribution.
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• Social security wealth has an equalizing impact on wealth distribution. The

distribution of augmented wealth is less unequal than the distribution of private

wealth.

• The equalizing impact of social security wealth has been empirically confirmed in

Australia (Longmuir, 2021), Germany (Frick & Grabka, 2013), Italy (Mazaferro &

Tosso, 2019), Swizterland (Kuhn, 2021), UK (Crawford & Hood, 2016), USA (Wolff,

2005), Poland (Wroński, 2021).

• The outcomes of single-country studies are difficult to compare because of varying

methods and data sources used by authors. The availability of cross-country

studies is low (exception: Cowell et al., 2017).

• In this paper, I use a novel cross-national data source to obtain comparable

measures of the equalizing impact of social security wealth across many countries.

• My research covers 19 European countries.
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Conceptual framework

• We analyze distributions of: private wealth, social security
wealth and augmented wealth (Wolff, 2006; Bönnke et al., 2019)

• Augmented wealth = Private wealth + Social security wealth
• I estimate the distribution of private wealth based on 

Eurosystem Household Finance and Consumption Survey
(HFCS).

• I estimate the distribution of social security wealth based on 
HFCS data on public pension benefits and Eurostat mortality
forecast. 

• I investigate the impact of social security wealth on wealth
inequality.
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The estimation of social security wealth

• The value of social security wealth equals the discounted actuarial value of 

future public pension benefits. 

• The data on public pension entitlements of the working-age population are 

not available. Therefore, my research covers only those, who already receive 

public pensions (similarly as Cowell et al. 2017).  The sample includes 1 and 

2 person households, in which all members receive public pensions. 

• The age of respondents is top-coded at 85.Ihave to discard pensioners 

older than 84 years. 

• Because data on respondents' age in Ireland and Malta is expressed in 

brackets, I have to exclude Ireland and Malta from our study.
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• To estimate the value of social security wealth, I follow OECD (2019) and use r = 2%. In the
calculation of social security wealth, I use mortality rates implied by baseline Eurostat EUROPOP
2019 forecast. The maximum age is set at 100.

1 𝑆𝑆𝑊𝑖 = σ𝑡=0
𝑇 1

(1+𝑟)𝑡
∗ 𝑃𝑖,𝑡

(2) 𝑃𝑖,𝑡 = 𝑏𝑒𝑛𝑒𝑓𝑖𝑡𝑖 ∗ 𝑞𝑖,𝑡,𝑔

SSW – social security wealth, P – pension benefits (yearly), q – survival probability, r – interest rate

• I also estimate alternative distributions of social security wealth based on r=1%, r=3% as well as 
different assumptions regarding mortality (current mortality rates, EUROPO 2019 low mortality 
scenario).  Results obtained using alternative values of social security wealth are similar.

• The estimates of social security wealth does not cover survivor’s benefits (widower’s pensions). In 
many countries rules determining the value of survivor’s benefits are too complex to calculate 
them using HFCS data.



www.sgh.waw.pl

Descriptive statistics

• In nearly all countries the mean value of 
social security wealth is similar or higher
than mean value of private wealth (exc. 
Luxembourg and Cyprus).

• The PW-rich countries tend to be also
SSW-rich. The social security wealth does
not overturn the hierarchy. 

• In some countries small sample size may
be a problem.
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The link between distributions
• The correlation between PW and AW is stronger than the correlation between SSW and AW. The correlation

between PW and SSW is in general weak.
• Cross-country differences are not always statistically significant. Outliers:
PW-SSW: Latvia, France, Italy (high); Hungary, Lithuania, Netherlands (low)
PW-AW: Cyprus, Luxembourg (high); Austria, Netherlands, Poland (low)
SSW-AW: Greece, Latvia, Austria (high); Luxembourg, Finland, Belgium (low)
• There is no easy generalization of the outcomes available.



www.sgh.waw.pl

The impact of SSW on wealth inequality

• To measure the impact of SSW on wealth inequality I:

- compare inequality measures calculated for the distribution of the PW and AW;

- decompose Gini index by factors (Shorrocks et al., 1982; Stark et al., 1986 Lopez-

Feldman, 2006) to identify contributions and marginal effects of private wealth and 

social security wealth on augmented wealth inequality.
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The impact of SSW on wealth
inequality – Gini coefficient

• In all countries, Gini coefficient is lower in 

the case of SSW and AW than in th case of 

PW. 

• SSW equalizes wealth distribution. 

• The AW inequality is typically 30% lower

than PW inequality.

• The equalizing impact of SSW is strongest

in Austria (-43%), Netherlands (-42%), 

Estonia (-38%) and Germany (-36%).

• The equalizing impact of SSW is weakest in 

Slovenia (-18%) and Luxembourg (-20%).
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The impact of SSW on wealth
inequality – deciles shares

• Deciles shares also confirm equalizing impact
of SSW.

• The bottom 50% benefit most from the
inclusion of SSW. The change of wealth shares
of the middle 40% is small. Wealth share of top
10% diminishes.

• Households up to 75-85th percentile increase
their wealth share thanks to SSW.

• The increase in wealth shares of the bottom
50% is biggest in Austria, Germany and
Netherlands. It is smallest in Slovenia, Croatia,
and Slovakia.

• The drop in wealth shares of top 10% is
highest in Austria, Netherlands and Germnay.
It is smallest in Slovenia, Portugal, and
Luxembourg.
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The impact of SSW on wealth
inequality – Gini decomposition by 
source

• Decomposition confirms equalizing impact

of SSW:

- relative contribution of SSW to Gini coeff. is

smaller than it’s share in AW;

- the impact of marginal increase in SSW on 

AW inequality is negative.



www.sgh.waw.pl

0.22

0.19
0.18 0.17

0.16 0.16
0.15 0.15

0.14
0.13 0.13

0.12
0.11

0.10 0.10
0.09 0.09

0.02 0.02

0.00

0.05

0.10

0.15

0.20

0.25

Marginal effect of increase in SSW on AW inequality (Gini decomposition, -)



www.sgh.waw.pl

The impact of SSW on wealth inequality – EU 
as a whole (19 countries)

• Here, we measure wealth inequality in all 19 

countries taken together.

• Also in this case, social security wealth

equalizes wealth distribution. Augmented

wealth inequality in the EU is lower than

private wealth inequality.

• However, the decomposition of Theil index 

shows that augmented wealth inequality is

to a larger extent driven by between-country 

inequality.
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What explains
equalizing power of 
SSW?

Source: own estimation using HFCS data. 

• Higher SSW-PW ratio at mean ->

stronger equalizing power

• Higher AW-PW correlation ->

weaker equalizing power

• Higher share of single HH - > 

stronger equalizating power

• Higher homeonwership ->

weaker equalizing power
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Conclusion

• I use the novel data source to compare the impact of social security wealth on wealth 
inequality across EU member states. My research covers 19 countries.

• In all countries, SSW equalizes wealth distribution. However, the strenght of the impact varies 
across countries. 

• The exact ranking of countries in terms of „SSW equalizing power” depends on chosen 
measurement methods. Our research shows that the impact of SSW on wealth inequality is 
strongest in Austria, Germany, Netherlands, while it’s weak in Slovenia and Greece.

• Higher SSW/PW ratio increases equalizing power. Higher homeownership decreases
equalizing power of SSW

• Limitations: the lack of actuarial valuation of private pensions, limited sample (only 
pensioners households, in some countries sample size, is small), widowers pensions are not 
taken into account.
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Factor (source) decomposition of Gini Index

• Gini index can be expressed as (Shorrocks, 1982; Lerman and Yitzhaki, 1985):

• Rk – stands for the Gini correlation* of the distribution of k wealth component (e.g. PW) and 

the  distribution of the augmented wealth;

Gk – is the Gini coefficient of the distribution of k wealth component;

Sk – represents the share of k wealth component in augmented wealth

*Rk = Cov{yk, F(y)}/ Cov{yk, F(yk)}

• As Lerman and Yitzhaki (1985) show it is possible to estimate the effect of small changes in 

income (wealth) source, holding other components constant.

𝐺𝑘 = σ𝑘=1
𝐾 𝑅𝑘𝐺𝑘𝑆𝑘 , where

𝜕𝐺

𝜕𝑒
= 𝑆𝑘(𝐺𝑘𝑅𝑘 − 𝐺)

𝜕 Τ𝐺 𝜕 𝑒

𝐺
=

𝑆𝑘𝐺𝑘𝑅𝑘
𝐺𝑘

− 𝑆𝑘


